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Presidential Documents

Title 3— THE PRESIDENT
Proclamation 3937

NATIONAL ADULT-YOUTH COMMUNICATIONS WEEK 
By the President of the United States of America 

A Proclamation
The men who adopted and ultimately signed the Declaration o f 

Independence were a varied group. Lawyers, planters, physicians, 
farmers, merchants, politicians—their backgrounds were as different 
as their love o f liberty was unanimous. W hat is perhaps even more 
significant than the differences in their backgrounds was the differ­
ences in their ages: three were under thirty, twenty were under forty, 
seven were sixty or older. The committee assigned to draft the Dec­
laration included one o f the youngest— Thomas Jefferson— and the 
oldest— Benjamin Franklin.

These brave men did not hold that only those in a certain age 
group were gifted enough to join their struggle. Each man was judged 
not on how old he was but on how strongly he was committed to liberty. 
These men debated and questioned each other as equals, because each 
shared the love o f freedom that knows no boundary o f age.

The spirit o f the signers o f the Declaration o f Independence is 
needed in our nation more than ever before. Young and old, we are 
all Americans, and i f  we are to remain free we must talk to each 
other, listen to each other, young and old alike, in the interest o f 
freedom.

To  encourage and stimulate better communication between our citi­
zens o f different generations, the Congress by House Joint Resolution 
614, has requested the President to proclaim the period from Septem­
ber 28, 1969, through October 4, 1969, as National Adult-Youth 
Communications Week.

N O W , T H E R E F O R E , I ,  R IC H A R D  N IX O N , President o f the 
United States o f America, do hereby designate the period from Sep­
tember 28 through October 4, 1969, as National Adult-Youth Com­
munications Week.

I  call upon the people o f the United States to observe that week 
with appropriate ceremonies and activities designed to encourage co­
operation— especially through the communication o f ideas—between 
persons o f different generations.

In  particular, I  urge all American families to foster in their homes 
that atmosphere o f mutual trust and understanding on which human 
happiness and dignity depend.

IN  W IT N E S S  W H E R E O F , I  have hereunto set my hand this 25th 
day o f September, in the year o f our Lord nineteen hundred sixty-nine, 
and o f the Independence o f the United States o f America the one 
hundred ninety-fourth.

[F.R. Doc. 69-11601; Filed, Sept 25, 1969 ; 3:41 p.m.]
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Rules and Regulations
Title 7— AGRICULTURE

Chapter VII— Agricultural Stabiliza­
tion and Conservation Service  
(Agricultural Adjustment), Depart­
ment of Agriculture

SUBCHAPTER B— FARM MARKETING QUOTAS 
AND ACREAGE ALLOTMENTS 

[Arndt. 7]

PART 7T 8— DETERMINATION OF 
ACREAGE AND COMPLIANCE

Revision of Certain Disposition Dates 
Correction

In F.R. Doc. 69-11193, appearing at 
page 14575 of the issue for Friday, Sep­
tember 19, 1969, the word “Oknanogan” 
in item (x) under Washington is cor­
rected to read “Okanogan”.

Chapter IX— Consumer and Market­
ing Service (Marketing Agreements 
and Orders; Fruits, Vegetables, 
Nuts), Department of Agriculture 

[Lemon Reg. 393]

PART 910— LEMONS GROWN IN 
CALIFORNIA AND ARIZONA

Limitation of Handling 
§ 910.693 Lemon Regulation 393.

(a) Findings. (1) Pursuant to the 
marketing agreement, as amended, and 
Order No. 910, as amended (7 CFR Part 
910), regulating the handling of lemons 
grown in California and Arizona, effec­
tive under the applicable provisions of 
the Agricultural Marketing Agreement 
Act of 1937, as amended (7 U.S.C. 601- 
674), and upon the basis of the recom- 
niendations and information submitted 
by the Lemon Administrative Committee, 
established under the said amended mar­
keting agreement and order, and upon 
other available information, it is hereby 
found that the limitation of handling of 

lemons, as hereinafter provided, 
f i£en(* fcffeotuaie the declared policy

~  . ? ,act by tending to establish and 
maintain such orderly marketing condi­
tions for such lemons as will provide, in 
ne interest of producers and consumers, 

orderly flow of the supply thereof to 
. arket throughout the normal market- 

g season to avoid unreasonable fluctua- 
f ® s, m supplies and prices, and is not 

PurP°se of maintaining prices to 
armers above the level which it is de-

pstnKr ^  toe PuUoy of Congress to 
establish under the act.
utÎLH: Î? hereby further found that it 
lip feffract*cable and contrary to the pub- 

Sive preliminary notice, en- 
S V i \ Public rule-making procedure, 
ppmi,p??tpone the effective date of this 
hpriLf*-0̂ 11̂ 30 days after publication 
Kcof°Îm the F ederal R egister (5 U.S.C. 

because the time intervening  be­

tween the date when information upon 
which this regulation is based became 
available and the time when this regula­
tion must become effective in order to ef­
fectuate the declared policy of the act is 
insufficient, and a reasonable time is 
permitted, under the circumstances, for 
preparation for such effective time; and 
good cause exists for making the provi­
sions hereof effective as hereinafter set 
forth. The committee held an open meet­
ing during the current week, af ter giving 
due notice thereof, to consider supply 
and market conditions for lemons and 
the need for regulation; interested per­
sons were afforded an opportunity to 
submit information and views at this 
meeting; the recommendation and sup­
porting information for regulation dur­
ing the period specified herein were 
promptly submitted to the Department 
after such meeting was held, the provi­
sions of this regulation, including its ef­
fective time, are identical with the afore­
said recommendation of the committee, 
and information concerning such provi­
sions and effective time has been dis­
seminated among handlers of such 
lemons; it is necessary, in order to ef­
fectuate the declared policy of the act, 
to make this regulation effective during 
the period herein specified; and compli­
ance with this regulation will not require 
any special preparation on the part of 
persons subject hereto which cannot be 
completed on or before the effective date 
hereof. Such committee meeting was held 
on September 23,1969.

(b) Order. (1) The respective quan­
tities of lemons grown in California and 
Arizona which may be handled during 
the period September 28, 1969, through 
October 4, 1969, are hereby fixed as 
follows:

(D District 1: Unlimited movement; 
(ii) District 2: 139,500 cartons;
(iff) District 3: 59,303 cartons.
(2) As used in this section, “handled,” 

“District 1,” “District 2,” “District 3,” 
and “carton” have the same meaning 
as when used in the said amended mar­
keting agreement and order.
(Secs. 1—19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674)

Dated: September 24,1969.
P aul  A. N ic h o lso n , 

Deputy Director, Fruit and Veg­
etable Division, Consumer and 
Marketing Service.

[P.R. Doc. 69-11597; Piled, Sept. 26, 1969;
8:49 a.m.]

[Lime Reg. 27, Arndt. 5]

PART 911— LIMES GROWN IN 
FLORIDA

Quality and Size Regulation
Findings. (1) Pursuant to the market­

ing agreement, as amended, and Order

No. 911, as amended (7 CFR Part 911), 
regulating the handling of limes grown in 
Florida, effective under the applicable 
provisions of the Agricultural Marketing 
Agreement Act of 1937, as amended (7 
U.S.C. 601-674), and upon the basis of 
the recommendations of the Florida 
Lime-Administrative Committee, estab­
lished under the aforesaid ámended mar­
keting agreement and order, and upon 
other available information, it is hereby 
found that the limitation of handling 
of limes, as hereinafter provided, will 
tend to effectuate the declared policy of 
the act.

(2) It is hereby further found that 
it is impracticable, unnecessary, and con­
trary to the public interest to give pre­
liminary notice, engage in public rule- 
making procedure, and postpone the ef­
fective date of this amendment until 30 
days after publication thereof in the F ed ­
eral R egister  (5 U.S.C. 553) in that the 
time intervening between the date when 
information upon which this amendment 
is based became available and the time 
when this amendment must become ef­
fective in order to effectuate the declared 
policy of the act is insufficient; and this 
amendment relieves restrictions on the 
handling of limes grown in Florida.

Order. In § 911.329 (Lime Regulation 
27; 34 F.R. 6438, 7867, 9849, 11549, 12164) 
the introductory text of paragraph (a) 
(2) and subdivision (ii) thereof is 
amended to read as follows:
§ 911.329 Lime Regulation 27.

(a) * * *
(2) During the period September 29, 

1969, through April 30, 1970, no handler 
shall handle:

* * * 4> *
(ii) Any limes of the group known as 

large fruited or Persian limes (including 
Tahiti, Bearss, and similar varieties) 
which do not grade at least U.S. Com­
bination, Mixed Color, with not less than 
75 percent, by count, of the limes in any 
container thereof grading at least U.S. 
No. I, Mixed Color: Provided, That stem 
length shall not be considered a factor 
of grade, and tolerances for fruit af­
fected by decay and for fruit failing to 
meet the requirements set forth in the 
U.S. Standards for Persian (Tahiti) 
Limes shall apply; or .

* * * '* * 
(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674)

Dated, September 25, 1969, to become 
effective September 29, 1969.

P a u l  A . N ic h o l so n , 
Deputy Director, Fruit and Veg­

etable Division, Consumer and 
Marketing Service.

[P B . Doc. 69-11620; Filed, Sept. 26, 1969;
8:49 am .]
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PART 932— OLIVES GROWN IN 
CALIFORNIA

Expenses, Rate of Assessment, and
Carryover of Unexpended Funds
On September 10, 1969, notice of rule 

making was published in the F ederal 
R egister  (34 F.R . 14225) regarding pro­
posed expenses and the related rate of 
assessment for the fiscal year ending 
August 31, 1970, and carryover of unex­
pended funds, pursuant to the marketing 
agreement, as amended, and Order No. 
932, as amended (7 CFR Part 932), regu­
lating the handling of olives grown in 
California, effective under the applicable 
provisions of the Agricultural Marketing 
Agreement Act of 1937, as amended (7 
U.S.C. 601-674). After consideration of 
all relevant matters presented, includ­
ing the proposals set forth in such no­
tice which were submitted by the Olive 
Administrative Committee (established 
pursuant to said marketing agreement 
and order), it is hereby found and de­
termined that:
§ 932.206 Expenses, rale of assessment, 

and carryover o f unexpended funds.
(a ) Expenses. Expenses that are rea­

sonable and likely to be incurred by the 
Olive Administrative Committee during 
the period September 1, 1969, through 
August 31, 1970, will amount to $292,500.

(b) Rate of assessment. The rate of 
assessment for said period, payable by 
each first handler in accordance with 
§ 932.39, is fixed at $6.50 per ton of olives.

(c) Reserve. (1) Unexpended assess­
ment funds, in excess of expenses in­
curred during, the fiscal year ended 
August 31, 1969, in the amount of $30,000 
shall be carried over as a reserve in ac­
cordance with the applicable provisions 
of § 932.40 and § 932.203.

(2) Terms used in the amended mar­
keting agreement and order shall, when 
used herein, have the same meaning as 
is given to the respective term in said 
amended marketing agreement and 
order.

It is hereby further found that good 
cause exists for not postponing the effec­
tive date hereof until 30 days after pub­
lication in the Federal R egister (5 U.S.C. 
553) in that (1) the relevant provisions 
of said marketing agreement and this 
part require that the rate of assessment 
fixed for a particular fiscal year shall 
be applicable to all assessable olives from 
the beginning of such year; and (2) such 
year began on September 1, 1969, and 
the rate of assessment herein fixed will 
automatically apply to all assessable 
olives beginning with such date.
(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674)

Dated: September 24, 1969.
P a u l  A . N ic h o l so n , 

Deputy Director, Fruit and Veg­
etable Division, Consumer and 
Marketing Service.

[F.R. Doc. 69-11550; Piled, Sept. 26, 1969;
8:48 a.m.]

RULES AND REGULATIONS
[Lime Reg. 3, Arndt. 13]

PART 944— FRUITS; IMPORT 
REGULATIONS 

Limes
Pursuant to the provisions of section 

8e of the Agricultural Marketing Agree­
ment Act of 1937, as amended (7 U.S.C. 
601-674), the provisions of paragraph
(a) (2) of § 944.202 (Lime Regulation 3, 
34 F.R. 6516, 7959, 11965, 12165) are 
hereby amended to read as follows :
§ 944.202 Lime Regulation 3.

(a) * * *
(2) Such limes of the group known as 

large fruited or Persian limes (including 
Tahiti, Bearss, and similiar varieties) 
grade at least U.S. Combination, Mixed 
Color, with not less than 75 percent, by 
count, of limes in any container thereof 
grading at least U.S. No. 1, Mixed Color: 
Provided, That stem length shall not be 
considered a factor of grade, and toler­
ances for fruit affected by decay and for 
fruit failing to meet requirements set 
forth in the U.S. Standards for Persian 
(Tahiti) Limes shall apply;

* * * * He
It is hereby found that it is imprac­

ticable, unnecessary, and contrary to the 
public interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective time of this 
amendment beyond that hereinafter 
specified (5 U.S.C. 553) in that (a ) the 
requirements of this amended import 
regulation are imposed pursuant to sec­
tion 8e of the Agricultural Marketing. 
Agreement Act of 1937, as amended (7 
U.S.C. 601-674), which makes such reg­
ulation mandatory; (b ) such regulation 
imposes the same restrictions being made 
applicable to domestic shipments of limes 
under amended Lime Regulation 27 
(§ 911.329) which becomes effective 
September 29,1969; (c) compliance with 
this amended import regulation will not 
require any special preparation which 
cannot be completed by the effective time 
hereof; and (d) this amendment relieves 
restrictions on the importation of limes.
(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674)

Dated, September 25, 1969, to become 
effective September 29, 1969.

P a u l  A . N ic h o l so n , 
Deputy Director, Fruit and Veg­

etable Division, Consumer and 
Marketing Service.

[F.R. Doc. 69-11619; Filed, Sept. 26, 1969;
8:49 a.m.]

Title 10— ATOMIC ENERGY
Chapter I— Atomic Energy 

Commission
PART 170— FEES FOR FACILITIES AND 

MATERIALS LICENSES UNDER THE
ATOMIC ENERGY ACT OF 1954, AS
AMENDED
Schedule of Fees for Production 

and Utilization Facilities
Section 170.21 of Atomic Energy Com­

mission’s regulations in 10 CFR Part 170

prescribes a schedule of fees for produc­
tion and utilization facilities including a 
schedule of annual fees after issuance of 
operating licenses.

Operating licenses for facilities may be 
amended to permit possession but not 
operation of the facility. In view of the 
minimal licensing effort involved in such 
“possession-only” licenses, it was not in­
tended that an annual fee would be 
charged for such licenses while in the 
“possession-only” status.

The amendment set forth below clari­
fies that no annual license fee will be 
charged for production and utilization 
facilities licensed for possession but not 
operation.

Because this amendment relates solely 
to correction and clarification, the Com­
mission has found that good cause exists 
for omitting notice of proposed rule mak­
ing and public procedure thereon as 
unnecessary and for making the amend­
ment effective upon publication in the 
F ederal R egister .

Accordingly, pursuant to the Atomic 
Energy Act of 1954, as amended, and sec­
tions 552 and 553 of title 5 of the United 
States Code, the following amendment to 
10 CFR Part 170 is published as a docu­
ment subject to codification to be effec­
tive upon publication in the F ederal 
R egister .

Section 170.21 of 10 CFR Part 170 is 
amended by revising the introductory 
language which precedes the schedule of 
fees to read as follows :
§ 170.21 Schedule o f fees for production 

and utilization facilities.
Applicants for constructioiT permits or 

operating licenses for production or utili­
zation facilities and holders of construc­
tion permits or operating licenses for 
production or utilization facilities shall 
pay the fees set forth below, Provided, 
however, That annual fees shall not be 
paid by holders of licenses which author­
ize the possession but not operation of 
production or utilization facilities :

* *  * * * *
(Sec. 501, 65 Stat. 290; 31 U.S.C. 483a; 161, 
68 Stat. 948; 42 U.S.C 2201)

Dated at Washington, D.C., this 12th 
day of September 1969.

For the Atomic Energy Com m ission.

W. B. M cC o o l ,
Secretary. •

[F.R. Doc. 69-11507; Filed, Sept. 26, 1969;
8:45 a.m.]

Title 9— ANIMALS AND 
ANIMAL PRODUCTS

Chapter I— Agricultural Research 
Service, Department of Agriculture

SUBCHAPTER B— COOPERATIVE CONTROL AND 
ERADICATION OF ANIMAL DISEASES

PART 56— SWINE DESTROYED 
BECAUSE OF HOG CHOLERA 

Payment of Indemnities
Pursuant to the provisions of the Act 

of May 29, 1884, as amended, the Act of
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February 2, 1903, as amended, the Act 
of March 3, 1905, as amended, the Act 
of September 6,1961, and the Act of July 
2, 1962 (21 U.S.C. 111-113, 114, 114a, 
114g-, 115, 117, 120, 121, 123-126, and 
134b) , § 56.1(h) of Part 56, Title 9, Code 
of Federal Regulations, relating to the 
payment of indemnity for swine de­
stroyed because of hog cholera, is hereby 
amended to read as follows:
§ 56.1 Definitions.

* * * * *
(h) Inbred or hybrid swine. Any breed­

ing swine which are the progeny of two 
or more breeds of foundation stock for 
which records of ancestry are available 
and which are maintained for breeding 
purposes as a part of a formal breeding 
program to produce inbred or hybrid 
swine, and for which records of ancestry 
exist through which such swine can be 
identified as progeny of said foundation 
stock.

(Secs. 3-5, 23 Stat. as amended, sec. 2, 32 
Stat. 792, as amended, sec. 3, 33 Stat. 1265, 
as amended, Sec. 11, 58 Stat. 734, as amended, 
75 Stat. 481, 78 Stat. 129-132; 21 U.S.C. 111- 
113,114,114a, 114g, 115,117, 120, 121, 123-126, 
134b)

The purpose of this amendment is to 
broaden the definition of inbred or hy­
brid swine. The Division has been advised 
that swine other than those now qualify­
ing as inbred or hybrid swine under the 
present definition are equally well quali­
fied for indemnity payments as now pro­
vided fo r swine of this class. Therefore, 
the Division has determined that the 
present definition of inbred or hybrid 
swine is more restrictive than necessary 
and that these restrictions should be 
relieved.

The amendment will be of benefit to 
affected persons as it will facilitate the 
payment of indemnity claims for hybrid 
and inbred swine destroyed because of 
hog cholera. Accordingly, under the ad­
ministrative procedure provisions (5 
U.S.C. 553) it is found upon good cause 
that notice and other public procedure 
with respect to the foregoing amend­
ment are impracticable and contrary to 
the public interest and good cause is 
found for making the amendment effec­
tive less than 30 days after publication in 
the Federal R egister.

Effective date. The foregoing amend­
ment shall become effective upon 
Issuance.

Done at Washington, D.C., this 24th 
day of September 1969.

R . J. A nderso n ,
Acting Administrator, 

Agricultural Research Service.
tp R. Doc. 69-11548; Filed, Sept. 26, 1969;

8: 48 a.m.]

RULES AND REGULATIONS

Title 13— BUSINESS CREDIT 
AND ASSISTANCE

Chapter I— Small Business 
Administration 

[Rev. 1]

PART 106—-LEASE GUARANTEE
Because of the number and complexity 

of published amendments to Part 106 of 
Chapter I  of Title 13 of the Code of 
Federal Regulations (32 F.R. 5672; 32 
F.R. 14759; 34 F.R. 5327), Part 106 is 
recodified and republished as set forth 
below with miscellaneous revisions. As 
recodified and revised, Part 106 reads 
as follows:

General
Sec.
106.1 Statutory provisions.
106.2 PoUcy.
106.3 Definitions.
106.4 Eligibility.
106.5 Procedure for lease guarantee

applications.
106.6 Reinsurance agreement.
106.7 Insurance premium and amount of

insurance.
106.8 Approval or decline of application.
106.9 Required lease agreements.
106.10 Minimizing the risk.
106.11 Lessors duties to lessee and insurer.
106.12 Insurer’s rights.
106.13 Assignments, subleases, and sur­

renders.
106.14 Acquisition of premises by insured

lessee.
106.15 Acquisition of lessee by lessor.
106.16 Effect of condemnation and casualty

losses on insurance.
106.17 Lease guarantee Administration.

Authority : The provisions of this Part 
106 issued under title IV  of the Small Busi­
ness Investment Act of 1958, 72 Stat. 694, 
79 Stat. 482, 483, 484; 15 U.S.C. 687, 692, 
693, 694.

G eneral

§ 106.1 Statutory provisions.
T itle IV—Lease Guarantees

Authority of the Administration.
Section 401 ( a ) . The Administration may, 

whenever it determines such action to be 
necessary or desirable, and upon such terms 
and conditions as it may prescribe, guarantee 
the payment of rentals under leases of com­
mercial and industrial property entered into 
by small business concerns to enable such 
ooncerns to obtain such leases. Any such 
guarantee may be made or effected either 
directly or in cooperation with any qualified 
surety company or other qualified company 
through a participation agreement with such 
company. The foregoing powers shall be sub­
ject, however, to the following restrictions 
and limitations:

(1) No guarantee shall be issued by the 
Administration (i) if a guarantee meeting 
with the requirements of the applicant is 
otherwise available on reasonable terms, and 
(li) unless the Administration determines 
that there exists a reasonable expectation 
that the small business concern in behalf 
of which the guarantee is issued will per­
form the covenants and conditions of the 
lease.

(2) The Administration shall, to the great­
est extent practicable, exercise the powers 
conferred by this section in cooperation with
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qualified surety or other companies on a 
participation basis.

(b ) The Administration shall fix a uniform 
annual fee for its share of any guarantee 
under this section which shall be payable in 
advance at such time as may be prescribed 
by the Administrator. The amount of any 
such fee shall be determined in accordance 
with sound actuarial practices and proce­
dures, to the extent practicable, but in no 
case shall such amount exceed, on the Ad­
ministration’s share of any guarantee made 
under this title, 2 y2 per centum per annum 
of the minimum annual guaranteed rental 
payable under any guaranteed lease; pro­
vided that the Administration shall fix the 
lowest fee that experience under the program 
established hereby has shown to be justified. 
The Ad ministration may also fix such uni­
form fees for the processing of applications 
for guarantees under this section as the Ad­
ministrator determines are reasonable and 
necessary to pay the administrative expenses 
that are incurred in connection therewith.

(c) In connection with the guarantee of 
rentals Under any lease pursuant to author­
ity conferred by this section, the Adminis­
trator may require, in order to minimize 
the financial risk assumed under such 
guarantee—

(1) That the lessee pay an amount not to 
exceed one-fourth of the minimum guar­
anteed annual rental required under the 
lease, which shall be held in escrow and 
shall be available (i)  to meet rental charges 
accruing in any month for which the lessee 
is in default, or (ii) if no default occurs 
during the term of the lease, for application 
(with accrued interest) toward final pay­
ments of rental charges under the lease.

(2) That upon occurrence of a default 
under the lease, the lessor shall, as a condi­
tion precedent to enforcing any claim under 
the lease guarantee, utilize the entire period 
for which there are funds available in escrow 
for payment of rentals, in reasonably diligent 
efforts to eliminate or minimize losses, by 
releasing the commercial or industrial prop­
erty covered by the lease to another qualified 
lessee, and no claim shall be made or paid 
under the guarantee until such effort has 
been made and such escrow funds have been 
exhausted.

(3) That any guarantor of the lease will 
become a successor of the lessor for the pur­
pose of collecting from a lessee in default 
rentals which are in arrears and with respect 
to which the lessor has received payment 
under a guarantee made pursuant to this 
section, and

(4) Such other provisions, not incon­
sistent with the purposes of this title, as the 
Administrator may in his discretion require.

Powers

Section 402. Without limiting the author­
ity conferred upon the Administrator and 
the Administration by § 201 of this Act, the 
Administrator and the Administration shall 
have, in the performance of and with respect 
to the functions, powers, and duties con­
ferred by this title, all the authority and be 
subject to the same conditions prescribed in 
section 5 (b ) of the Small Business Act with 
respect to loans, including the authority to 
execute subleases, assignments of lease, and 
new leases with any person, firm, organiza­
tion, or other entity, in order to aid in the 
liquidation of obligations of the Administra­
tion hereunder.

Fund

Section 403(a). There is hereby established 
a revolving fund for use by the Administra­
tion in carrying out the provisions of this 
title. Initial capital for such fund shall con­
sist of not to exceed $5 million transferred

No. 186—Pt. I___ 2 FEDERAL REGISTER, VOL. 34, NO. 186— SATURDAY, SEPTEMBER 27, 1969



14882 RULES AND REGULATIONS
from the fund established under section 
4(c) of the Small Business Act: Provided, 
That the last sentence of such section 4(c) 
shall not apply to any amounts so transferred. 
Into the fund established by this section 
there shall be deposited all receipts from the 
guarantee program authorized by this title. 
Moneys in such fund not needed for the 
payment of current operating expenses or 
for the payment of claims arising under such 
program may be invested in bonds or other 
obligations of, or bonds or other obligations 
guaranteed as to principal and interest by 
the United States; except that moneys pro­
vided as initial capital for such fund shall 
be returned to the fund established by sec­
tion 4(c) of the Small Business Act, in such 
amounts and at such times as the Adminis­
tration determines to be appropriate, when­
ever the level of the fund herein established 
is sufficiently high to permit the return of 
such moneys without danger to the solvency 
of the program under this title.

(b ) Section 201 of such Act is amended 
by striking out the third sentence and in­
serting in lieu thereof the following:

The powers conferred by this Act upon 
the Administration and upon the Adminis­
trator, with the exception of those conferred 
by titles IV  and V hereof, shall be exercised 
through the Small Business Investment Di­
vision and through the Deputy Administra­
tor appointed hereunder. The powers con­
ferred by this Act upon the Administration 
and upon the Administrator by titles IV  and 
V  hereof shall be exercised through such di­
vision, section, or other personnel as the 
Administrator in his discretion shall 
determine.

(c) The table of contents of such Act. is 
amended by inserting after the analysis of 
title I II  the following:

T itle IV— Lease Guarantees
Sec.
401. Authority of the Administration.
402. Powers.
403. Fund.

(d ) Section 4(c) of the Small Business 
Act is amended— (1) by striking out 
“$1,716,000,000” and inserting in lieu thereof 
“$1,721,000,000”; and (2) by striking out the 
period at the end of the fifth sentence and 
inserting in lieu thereof the following: “Pro­
vided, That such limitation shall not apply 
to functions under the title IV  thereof.”

§ 106.2 Policy.
It is the intent of the Congress to 

strengthen the competitive free enter­
prise system by assisting certain qualified 
small business concerns to obtain leases 
of commercial and industrial property, 
where stringent credit requirements tend 
to exclude such concerns, by authorizing 
the Small Business Administration to 
guarantee, directly or in cooperation with 
others, the payment of rentals under such 
leases.
§ 106.3 Definitions.

For the purposes of this part:
(a) “Administrator” means the Ad­

ministrator of the Small B u s in e s s  
Administration.

(b) “SBA” means the Small Business 
Administration.

(c) “Small Business Concern” means 
a concern which would qualify as a small 
business under § 121.3-14 of this chapter.

(d) “Lease Guarantee” is an obliga­
tion evidenced by an insurance policy 
having a face value of the amount of 
rent assured to the lessor in the event

< of any default by the lessee in the cove­

nants of the insured lease which results 
in vacant possession.

(e) A “qualified surety company or 
other qualified company” means a cor­
poration which is authorized under ap­
plicable law to insure the rent provided 
for in leases of commercial or industrial 
property to small business concerns.

(f ) “Commercial or industrial prop­
erty” means any property, personal or 
real, to be leased and used, occupied or 
possessed by a small business concern in 
the conduct of its business.

(g ) “Lessor” means a legal entity 
which is the owner of the right to oc­
cupancy or possession of the property 
to be leased. A  lessor cannot be wholly 
owned or controlled by the lessee, a pro­
prietary lessee's blood relatives, or a 
corporate lessee’s officers, directors, or 
stockholders.

(h) “Lessee” means a small business 
concern which by the terms of the lease 
or proposed lease will acquire the right 
to use, occupy or possess the leased 
premises. A lessee cannot be wholly 
owned or controlled by the lessor or an 
individual lessor’s blood relatives or a 
corporate lessor’s officers, directors, or 
stockholders.

(i) “Lease” means the proposed or ex­
ecuted agreement between the lessor and 
the small business concern conveying 
the right to use and occupy or possess 
the leased premises for a term of years.

(j) “Rent” is the amount agreed upon 
by the lessor and the lessee for the right 
to use and occupy the leased premises 
and payable in fixed installments during 
the term of the lease.

(k) “Vacant Possession” means that 
the premises identified in the insured 
lease have been vacated'by the lessee 
and restored to a condition which will 
permit immediate releasing by SBA or a 
participant for the purpose of mitigat­
ing loss.

(l) “Participation” means sharing the 
responsibility for the payment of the in­
sured rent between SBA and a qualified 
surety company or other qualified com­
pany through a participation agreement.

(m) “Default” means any violation of 
the covenants and conditions of the lease 
by the lessee which results in a written 
demand for possession by the lessor.

(n ) “Insurer” means SBA as a direct 
insurer or a qualified participating in­
surance company.
§ 106.4 Eligibility.

In order to be eligible for a lease guar­
antee, the lessee must:

(a ) Qualify as a small business under 
§ 121.3-14 of this chapter.

(b) Operate or propose operation of 
a business in conformity with Part 120—  
Loan Policy, of this chapter.

(c) Not be in unqualified possession 
of the premises under the lease prior to 
the issuance of a lease guarantee.

(d) Represent that without a lease 
guarantee on terms stipulated in the ap­
plication, he is unable to obtain posses­
sion of the premises under the lease.

(e) Certify to SBA that a lease guar­
antee meeting the requirements of the 
lessee is not otherwise available on rea­

sonable terms from private commercial 
sources.
§ 106.5 Procedure for lease guarantee 

applications.
(a ) Form of application. An applica­

tion for rental insurance shall be made 
on the appropriate SBA form or on a sim­
ilar form approved by SBA and shall in­
clude all pertinent information required 
in supporting schedules and forms. The 
application and supporting material shall 
be submitted to SBA in duplicate if the 
request is for an SBA insurance policy. 
If an application is submitted to a quali­
fied surety company or other qualified 
company for its insurance policy and 
such company indicates its intention to 
submit the application to SBA for rein­
surance, the application and supporting 
material shall be in triplicate.

(b) Place of filing. Application shall 
be made, if participation is not available, 
in the SBA Field Office serving the area 
in which the property is located. If par­
ticipation is available, the application 
may be submitted to the participant 
which, in turn, may execute an applica­
tion for reinsurance by SBA and trans­
mit a copy of the application and sup­
porting materials to the SBA Central 
Office.
§ 106.6 Reinsurance agreement.

Any agreement by SBA to reinsure a 
qualified company shall provide that:

(a) The premiums charged by the 
company shall not be in excess of those 
charged by SBA for its policies of rental 
insurance.

(b) All other charges, such as process­
ing fees, made by the company shall be 
reasonable.

(c) The distribution of the responsi­
bility for payment of claims shall be as 
negotiated with the participating com­
pany. An example of distribution is as 
follows:

The company shall be responsible for pay­
ing all claims arising out of the insurance 
policy up to an amount equal to 12 times the 
average monthly rent insured and not less 
than 20 percent of any claim in excess of this 
amount.

(d) Policies of insurance issued by the 
participant shall be serviced by the par­
ticipating company.

(e) A portion of the total premium 
¡hall be paid to SBA for its reinsurance: 
he premium payable to SBA will be de- 
ermined by negotiation and shall depend 
ipon the degree and extent of the par- 
¡icipation, but shall not exceed 2% per- 
:ent of the minimum guaranteed or in-

rnnf novahl/i nnHpr thP 1RRS6.

§ 106.7 Insurance premium and amount 
of insurance.

(a ) The premium for this insurance  
shall be due not later than the effectiv  
date of the rental insurance policy, shai 
be a single, nonrefundable premium an  
shall be paid in advance of issu an ce  o 
the policy.

(b) The minimum term of a lease 
which SBA will guarantee directly is 
years. The maximum term for such m" 
surance is 20 years.
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(c) The minimum term of a lease in 
the guarantee of which SBA will par­
ticipate is 5 years. The maximum term 
for such insurance is 20 years; the maxi­
mum amount of a policy is $9 million.

(d) SBA or a participant may insure 
all or a portion of the rent payable under 
a lease in installments. The outstanding 
amount of the policy may be increased 
by payment of additional premiums if 
the lease provides for an increase in the 
rent proportionate to increases in the 
costs of possession of the premises.

(e) The Administrator has deter­
mined on the basis of actuarial studies 
that the following schedule of premiums 
(which exclude processing fees) for 
rental insurance for leases of real prop­
erty constitutes the maximum reason­
able premiums for direct policies and 
policies reinsured by SBA.

Maximum reasonable 
premium (as per­

centage of total
Term of lease minimum rent

in years guaranteed)1
5 _____      6.5
6  _  5.9
7  ................... 5.3
8  ____  4.8
9  _   4.4

10 _________      4.0
11  ..      3.7
12 _    3.4
13 __________ _____________________________ 3.1
14 _     2.9
15 _ 2.8
16 ________________________________ 2.6
17 .       2.4
18 _   2.3
19 _________________________ _______2.2
2 0  ___ ____________________________________ 2 . 1

106.8 Approval or decline of applica­
tion.

(a) Applications shall be accompanied 
by legible leases or proposed leases in 
print or type having a size of not less 
than 8 point.

(b) No insurance or reinsurance shall 
be approved or issued unless the analysis 
of location, management and finance 
made by the use of a system of risk 
analysis, approved by SBA, indicates that 
there exists a reasonable expectation 
that the small business applicant will 
Perform the covenants and conditions of 
the lease or proposed lease.

(c) The terms, conditions, and cove­
nants in a lease or proposed lease 
submitted to the insurer with an 
application shall be subject to recip­
ient’s approval. Insurer may require 
modifications to be made in the lease 
before issuance of the policy.

(d) if the insurer so determines be­
cause of the magnitude or complexity of 
a single application or if there are ap­
plications filed for ■ three or more 
guarantees of leases in the single devel­
opment or project, an independently 
Prepared feasibility study provided by 
tne applicant or applicants must be
su b m itted .

§ 106.9 Required lease agreements.
Agreements shall be reached between 

]a lessor and lessee and stated in the 
icase concerning;
in T*16 any, of any award

ondemnation proceedings represent­

ing the value of the real estate, includ­
ing fixtures and the value of the lease­
hold interest. The lessee must retain 
the rights, on the presumption that such 
rights exist under condemnation laws, to 
awards from or claims against the con­
demnor for any taking of the lessee’s 
property (including any ownership in the 
leasehold improvements) for moving ex­
penses and for damages for interruption 
of the lessee’s business.

(b) The party or parties responsible 
for maintenance of hazard insurance and 
the payment of premiums therefor to 
insure real and personal property and 
whether such premiums on real property 
insurance are included in the minimum 
rent or are to be paid as additional mini­
mum rent.

(c) The disposition of any hazard in­
surance proceeds and the party or parties 
responsible for reconstruction or repair 
of the premises and refurnishing or re­
equipping the building.

(d) The party or parties responsible 
for the payment of local taxes on the 
premises and whether such taxes are in­
cluded in the minimum rent or are to be 
paid as additional minimum rent.

(e) That the lessee may not without 
the prior written consent of the lessor 
assign the lessee’s interest in the lease 
or sublet the whole or any part of the 
premises.

(f) An equitable abatement of rent in 
the event all or any part of the premises 
are lost by casualty or condemnation pro­
ceedings. In lieu of such abatements, 
covenants by the tenant to obtain rent 
insurance or business interruption in­
surance will be considered.
§ 106.10 Minimizing the risk.

(a) Upon the effective date of the pol­
icy of rental insurance

(1) The lessee shall pay an amount 
not to exceed one-quarter of the average 
guaranteed annual rental into an escrow 
account with the insurer for the purpose 
of paying rental charges not in excess of 
the guaranteed minimum monthly 
rental accruing in any month in which 
the lessee is in default or,

(2) The lessor shall accept an insur­
ance policy providing for a deduction of 
3 months’ rent due after the date of 
default as the amount of loss to be borne 
by the lessor.

(b) If an escrow account is estab­
lished, it shall be accompanied by a writ­
ten escrow agreement containing the 
following provisions:

(1) Simple interest at the rate of 4 
percent per annum shall accrue to the 
escrowed fund from the date of deposit 
until the date of default.

(2) A default by the lessee in the 
covenants and conditions of the insured 
lease which is asserted by the lessor in 
a written demand for possession of the 
leased premises, shall forfeit all right 
and title of the lessee to the escrowed 
fund and interest accrued thereon.

(3) Upon such default and either be­
fore or after the lessee’s actual posses­
sion is terminated, the insurer shall dis­
burse to the lessor so much of the escrow 
as is necessary to pay claims for the guar­
anteed rent of rental charges accruing in

any month in which the lessee is in 
default.

(4) If such default is cured by written 
agreement between the lessor and the 
lessee after the insurer has disbursed 
funds from the escrow to pay the lessor 
the guaranteed rent, the lessee shall, 
upon placing in this escrow an amount 
equivalent to the disbursed funds, be 
restored to all right, title, and interest 
in the escrowed fund as if such default 
had not occurred.

(5) If such default is not so cured and 
the lessee vacates because of eviction 
proceedings or the lessor’s written de­
mand, any portion of the escrowed 
funds remaining unused after the prop­
erty is rerented shall be retained by the 
insurer.

(6) If no such default occurs during 
the term of the insurance policy, the in­
surer, upon written request of the lessee, 
shall disburse the funds to the lessor for 
application toward the payment of the 
final rental charges under said lease.

(7) If, prior to the expiration of the 
insurance policy, the lease is terminated 
by mutual consent of lessee and lessor, 
the total funds held in escrow shall be 
disbursed to the lessee upon receipt by 
the insurer of a request for such dis­
bursement signed by the lessor and the 
lessee and advising the insurer of the 
termination date of the lease and that all 
rents due and payable to the date of 
termination were paid by the lessee.

(8) That the interests of the lessor 
and lessee in the escrowed funds shall 
not be subject to the claims of creditors 
of either the lessee or lessor or others 
nor to legal process and may not be 
voluntarily or involuntarily alienated or 
encumbered by lessor or lessee.
§ 106.11 Lessors duties to lessee and 

insurer.
(a ) The lessor shall perform the 

duties to the lessee required to be ren­
dered by the terms of the insured lease.

(b) Upon the occurrence of a default 
by the lessee under the insured lease, the 
lessor shall give written notice simul­
taneously to the lessee and to the insurer 
of the specific default.

(c) Unless such default is corrected 
by amicable agreement of the lessee and 
lessor on or before 30 days from date of 
notice, the lessor will take prompt ac­
tion to terminate the occupancy of the 
lessee, to make such repairs to the prop­
erty as are necessary to restore it to its 
original condition, ordinary wear and 
tear excepted, and to deliver vacant pos­
session to the insurer provided, however, 
this shall not be construed to prohibit 
improvements in the premises permitted 
by the lease.

(d) If such default is not corrected 
by the lessee, the lessor shall utilize the 
entire period for which there are funds 
available in escrow for the payment of 
rental claims (or the deductible period) 
in reasonably diligent efforts to elimi­
nate or minimize losses by rerenting the 
property covered by the lease to another 
lessee subject to the approval of the in­
surer for the purpose of retaining the 
insurance coverage.
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(e) At any time after an uncorrected 
default and before the escrowed funds 
are exhausted, or the deductible period 
has expired, the lessor may rerent the 
property described in the insured lease 
to a new lessee satisfactory solely to the 
lessor; provided, however, such action 
by the lessor shall suspend the coverage 
of the insurance for the term of the 
new lease and no claim for losses sus­
tained after the commencement date of 
the new lease and during the new ten­
ant’s term shall be paid by the insurer, 
and the aggregate amount of rent stated 
in the new lease shall be deducted from 
the total remaining amount guaranteed 
by the policy. The policy of insurance 
coverage shall be terminated and no 
claims shall be paid unless the lessor 
provides prompt written notice to the 
insurer of such rerenting with a true 
copy of the lease with the new lessee.

(f) At any time after an uncured de­
fault and before the escrowed funds are 
exhausted or the deductible period has 
expired, the lessor, before entering into 
a new lease with a new lessee may notify 
the insurer of the terms of the proposed 
new lease and of his intention to nego­
tiate a lump-sum settlement of accrued 
and prospective losses based upon the 
terms of the proposed lease. If  a settle­
ment is agreed upon by the lessor and the 
insurer, payment of the negotiated set­
tlement sum shall terminate the insur­
ance policy,

(g) At any time after an uncured de­
fault and before the escrowed funds are 
exhausted or the deductible period has 
expired, the lessor may request the in­
surer to approve or consent to a new 
lessee and endorse the policy with the 
name of the new lessee; such consent 
shall not be given unless the risk to the 
insurer is not changed except for the 
nature of. the business operation.

(h) Upon filing a claim for guaranteed 
rent in default, the lessor will continue 
to make reasonably diligent efforts to 
minimize losses by assisting the insurer 
to locate a prospective lessee. Upon such 
filing and the exhaustion of the escrowed 
fund or the expiration of the deductible 
period, the lessor shall deliver vacant 
possession to the insurer with the right 
to rerent the premises.
§ 106.12 Insurer’s rights.

(a ) The insurer shall have the right 
to inspect the lessee’s premises and oper­
ations and to examine and audit the les­
see’s books and records at any time dur­
ing tiie term of the policy of insurance.

<b) Upon the exhaustion of the 
escrowed funds or the expiration of the 
deductible period:

(1) The insurer shall become a suc­
cessor of the lessor for the purpose of 
rerenting the premises for any lawful 
purpose at such rentals and to any lessee 
acceptable to the insurer. Any such rent­
als shall be the property of the insurer.

(2) The insurer will become a succes­
sor to the lessor for the purpose of col­
lecting from the lessee in default all 
rentals which are in arrears by the terms 
of the lease and with respect to which 
the lessor has either received payment 
or an acknowledgment of the insurer’s 
liability for future payment.
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(3) All collateral hypothecated to the 

lessor by the insured lessee as security 
for payment of the rent shall be auto­
matically vested in the insurer to secure 
the lessee’s payment of the rent to the 
insurer.
§ 106.13 Assignments, subleases and sur­

renders after occupancy.
(a ) The interest of the lessee in the 

leased premises shall not be voluntarily 
assigned or transferred by corporate 
merger or capital stock transfer to a new 
lessee without the prior written consent 
of the lessor and the insurer.

(b ) The lessee shall not sublease the 
entire premises or any portion thereof 
without the prior written consent of the 
lessor and the insurer.

(c) The lessor shall not consent to an 
assignment or sublease by the tenant 
without the prior written consent of the 
insurer.

(d) If the lessor gives consent in vio­
lation of paragraph (c) of this section, 
the policy of lease guarantee insurance 
shall be suspended for the remainder of 
the term of the assigned lease or for 
the term of the sublease, regardless 
of whether the entire premises are 
subleased.

(e) In the case of a transfer by assign­
ment or sublease of the leasehold estate 
or any portion thereof to a new tenant, 
a lessor who desires to retain the insur­
ance of the rent in its original amount by 
obtaining the insurer’s consent endorsed 
on the policy shall submit to the insurer 
such information concerning the as­
signee or sublessee as the insurer may 
require.

(f ) If the assignee or sublessee is a 
small business concern and proposes to 
conduct business operations within the 
premises and the risks of management 
and financial structure have not in­
creased, the insurer may consent to the 
assignment or sublease without payment 
of a new premium,

(g) If  the insurer finds that the risk 
of the new management or financial 
structure of the assignee or sublessee is 
an increased risk, the insurer shall treat 
the assignment or sublease as a new lease 
and shall give consent only if the insurer 
is paid a premium based on the original 
rent or the rent of the sublease, the re­
maining months of the policy term and 
the prevailing rate schedule at the time 
the insurer’s consent is requested.

(h ) If the lessee, without default 
voluntarily vacates or surrenders pos­
session of the leased premises to the les­
sor or to any other occupant (including 
any corporate survivor of a corporate 
merger with the lessee) with the con­
sent of the lessor, the insurance shall 
terminate.
§ 106.14 Acquisition of premises by in­

sured lessee.
If  during the term of an insured lease 

an insured lessee exercises an option to 
purchase the premises or purchases an 
undivided interest in the premises or ac­
quires any of a corporate lessor’s capital 
stock, the initial amount of insured rent 
shall be reduced by an amount equiva­
lent to the lessee’s acquired interest in

the premises or In the capital stock of 
the lessor.
§ 106.15 Acquisition of lessee by lessor.

If, during the term of an insured lease, 
the lessor, its subsidiaries or affiliates 
or any individual in control of the lessor 
acquires an interest in the lessee, the ini­
tial amount of insured rent shall be re­
duced by an amount equivalent to the 
acquired interest in the lessee.
§ 106.16 Effect o f condemnation and 

casualty losses on insurance.
(a) In the event the property described 

in the lease which is the subject of the 
insurance is totally condemned or totally 
destroyed, the insurance is terminated as 
of the date of title vesting in the con­
demnor or as of the date of the casualty 
loss.

(b) In the event of partial condemna­
tion or partial casualty losses, the 
amount of insurance is abated by the 
ratio which the minimum rent as abated 
by the terms of the lease bears to the 
guaranteed or insured minimum rent.
§ 106.17 Lease guarantee administra­

tion.
(a) Direct guarantees. All policies of 

insurance which are issued directly by 
SBA wil be serviced by SBA.

(b) Participation guarantees. All poli­
cies of insurance which are issued by a 
participant shall be serviced by the 
participant.

Effective date. This revision shall be­
come effective upon its publication in the 
F ederal R egister .

Dated: September 19,1969.
H ila r y  S andoval , Jr., 

Administrator.
[F.R. Doc. 69—11517; Filed, Sept. 26, 1969;

8:46 a.m.]

Title 14— AERONAUTICS AND 
SPACE

Chapter I— Federal Aviation Adminis­
tration, Department of Transportation

[Docket No. 69-SO-97; Arndt. 39-846]

PART 39— AIRWORTHINESS 
DIRECTIVES

Maulé M—4 Airplanes
A condition exists on Maulé M-4 series 

airplanes which could result in loss of 
aileron control. Since this condition ex­
ists, an airworthiness directive is being 
issued to require installation of two 
washers to the aileron control assembly 
on Maulé M-4 series airplanes.

Since a situation exists that requires 
immediate adoption of this regulation, it 
is found that notice and public p rocedu re  
hereon are impracticable and good cause  
exists for making this amendment effec­
tive in less than 30 days.

In consideration of the foregoing, and 
pursuant to the authority delegated to 
me by the Administrator (31 F.R. 1369”). 
§ 39.13 of Part 39 of the lederai Aviation
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Regulations is amended by adding the 
following new airworthiness directive:
Matjle Aircraft Corporation. Applies to 

the following models : M-4, M-4T, M-4C, 
M-4S, M—4-210, M-4-210C, M-4-220C. 

The following are affected serial numbers : 
M-4, Serial Nos. 3 through 94.
M-4T, Serial Nos. IT  through 3T.
M-4C, Serial Nos. 1C through 11C.
M-4S, Serial Nos. IS through 3S.
M-4-210, Serial Nos. 1001 through 1045. 
M-4-210C, Serial Nos. 1001C through 1075C, 

1079C, 1080C.
M-4-220C, Serial Nos. 2001C through 2029C, 

2032C.
Compliance required within the next 25 

hours’ time in service after the effective date 
of this airworthiness directive unless already 
accomplished.

To prevent the most forward aileron con­
trol system pulley, mounted on the lower 
portion of the control column, from separat­
ing from its bearing, accomplish the 
following:

Remove the bolt attaching the most for­
ward. aileron control system pulley to the 
control column. Replace pulley assembly 
with the addition of washers AN 970-5 and 
AN 960-516 and an AN 5-27 bolt instead of 
the original bolt in the following order from 
front to rear:

1. AN 5-27 bolt, head forward.
2. AN 970-5 washer.
3. AN 960-516 washer.
4. Original pulley.
5. Control column.
6. AN 960-516 washer.
7. An 365-524 nut.

or equivalent approved by Chief, Engineer­
ing and Manufacturing Branch, PAA South­
ern Region,

Maule Service Letter No. 19, dated Septem­
ber 4, 1969, covers this same subject.

This amendment becomes effective 
September 30, 1969.
(Secs. 313(a), 601, 603, Federal Aviation Act 
of 1958; 49 U.S.C. 1354(a), 1421, 1423; Sec. 
6(c), Department of Transportation Act; 49 
U.S.C. 1655(c))

Issued in East Point, Ga., on Septem­
ber 17, 1969.

G ordon A. W il l ia m s , Jr., 
Acting Director, Southern Region.

[F.R. Doc. 69-11522; Piled, Sept. 26, 1969; 
8:46 a.m.]

[Docket No. 9702; Arndt. 39-853]

PART 39— AIRWORTHINESS 
DIRECTIVES

Pilatus Model PC—6 Series Aircraft 
Serial Nos. 1 Through 723 and 2001 
Through 2050
A proposal to amend Part 39 of the 
ederal Aviation Regulations to include 

an airworthiness directive requiring in­
spection for proper clearance between 
me pulley and the cable keeper on the 

latus PC-6 Series Airplane was pub- 
ushed in 34 P.R. 11424.

Interested persons have been afforded 
opportunity to participate in the 

niaking of the amendment. No objections 
were received.

In consideration of the foregoing, anc 
nrsuant to the authority delegated t<

me by the Administrator (14 CPR 11.89), 
§ 39.13 of the Federal Aviation Regula­
tions is amended by adding the follow­
ing new airworthiness directive:
P ilatus A ircraft Works, I nc. Applies to 

Model PC-6 Series Aircraft Serial Nos. 
1 through 723 and 2001 through 2050.

Compliance required as indicated unless 
already accomplished.

To prevent the rudder trim control cable 
from coming off the pulleys aft of bulk­
head 6 (rear cabin wall), accomplish the 
following:

(a ) Within the next 100 hours’ time in 
service, inspect the clearance between the 
cable keeper and the cable pulleys aft of 
bulkhead 6 in accordance with Pilatus Serv­
ice Bulletin No. 92, dated March 1969, or 
later Swiss Federal Air Office approved re­
vision or an PAA -approved equivalent.

(b ) I f the clearance between the keeper 
and the cable pulleys is found to be greater 
than 0.040 inch, replace the old cable keeper, 
P/N 6201.16, with a redesigned cable keeper, 
P/N 916.96.06.244 in accordance with Pilatus 
Service Bulletin No. 92, dated March 1969, 
or later Swiss Federal Air Office approved 
revision or an PAA -approved equivalent.

This amendment becomes effective 
October 27, 1969.
(Secs. 313(a), 601, 603, Federal Aviation Act 
of 1958; 49 U.S.C. 1354(a), 1421, 1423; sec. 
6 (c ), Department of Transportation Act; 49 
U.S.C. 1655(c))

Issued in Washington, D.C., Septem­
ber 23, 1969.

R. S. S l if f ,
Acting Director, 

Flight Standards Service.
[P.R. Doc. 69-11523; Piled, Sept. 26, 1969;

8:46 a.m.]

[Airspace Docket No. 69-CE-43]

PART 71— DESIGNATION OF FEDERAL 
AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS
Alteration of Control Zone and 

Transition Area 
Correction

In F.R. Doc. 69-10996 on page 14427 in 
the issue of Tuesday, September 16,1969, 
in the ninth line of the description for 
the Glasgow, Mont., transition area, the 
word “each” should be corrected to read 
“east”.

[Airspace Docket No. 69-AL-13]

PART 71— DESIGNATION OF FEDERAL 
AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS

Alteration of Control Zone
The purpose of this amendment to 

Part 71 of the Federal Aviation Regula­
tions is to alter the effective period of the 
Fort Yukon, Alaska, control zone.

The effective period of the Fort Yukon 
control zone shall be as published by No­
tice to Airman. It is necessary to reduce 
the effective period to coincide with the 
time that certified weather observations 
required to support the control zone des­
ignation are available.

Since this amendment is necessary due 
to the lack of certified weather observa­
tions, and imposes no additional burden 
on any person, notice and public proce­
dure hereon are unnecessary, and the 
amendment may be made effective in less 
than 10 days.

In consideration of the foregoing, Part 
71 of the Federal Aviation Regulations 
is amended, effective oh issuance, as 
hereinafter set forth. In§71.171 (34 F.R. 
4584), the Fort Yukon, Alaska, control 
zone is amended by deleting “from 0745 
to 1645 hours, local time, Monday 
through Saturday,” and substituting 
therefor “as published by Notice to Air­
man.”
(Sec. 307(a), Federal Aviation Act of 1958; 
49 U.S.C. 1348; sec. 6 (c ), Department of 
Transportation Act; 49 U.S.C. 1655(c))

Issued in Anchorage, Alaska, on Sep­
tember 18, 1969.

W il l ia m  P. C o m sto ck , 
Brigadier General, U.S. Air 

Force, Acting Director, Alaska . 
Region.

[F.R. Doc. 69-11518; Piled, Sept. 26, 1969;
8:46 a.m.]

[Airspace Docket No. 69-SO-94]

pa rt  71— d e s ig n a t io n  o f  fed er a l  
AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS

Alteration of Control Zone
The purpose of this amendment to 

Part 71 of the Federal Aviation Regula­
tions is to alter the Pensacola, Fla. (NAS  
Saufley Field), control zone.

The Pensacola (NAS Saufley Field) 
control zone is described in § 71.171 (34 
F.R. 4557 and 6075) and is presently ef­
fective 24 hours per day. Since the con­
trol tower will operate from 0600 to 2200 
hours, local time daily, effective October 
1, 1969, it is necessary to alter the de­
scription to redesignate it as a part-time 
control zone.

Since this amendment is less restric­
tive in nature and imposes no additional 
burden on the public, notice and public 
procedure hereon are unnecessary and 
Part 71 of the Federal Aviation Regula­
tions is amended, effective 0901 G.m.t., 
October 1, 1969, as hereinafter set forth.

In § 71.171 (34 F.R. 4557), the Pensa­
cola, Fla. (NAS Saufley Field), control 
zone (34 F.R. 6075) is amended as fol­
lows: * * This control zone is ef­
fective during the specific dates and 
times established in advance by a Notice 
to Airmen. The effective date and time 
will thereafter be continuously published 
in the Airman’s Information Manual 
* * *.” is added to the description.
(Sec. 307(a), Federal Aviation Act of 1958, 49 
U.S.C. 1348(a); of sec. 6 (c ), Department of 
Transportation Act; 49 U.S.C. 1655(c))

Issued in East Point, Ga., on Septem­
ber 17, 1969.

G ordon A , W il l ia m s , Jr.,
Acting Director, Southern Region.

[F.R. Doc. 69-11519; Filed, Sept. 26, 1969;
8:46 a.m.]
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[Airspace Docket No. 69-SO-95]

pa rt  71— DESIGNATION OF FEDERAL 
AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS
Alteration of Control Zone and

Transition Area
The purpose of this amendment to 

Part 71 of the Federal Aviation Regula­
tions is to alter the Wilmington, N.C., 
control zone and transition area.

The Wilmington. control zone is de­
scribed in § 71.171 (34 F.R. 4557) and the 
transition area is described in § 71.181 
(34 F.R. 4637). In the control zone de­
scription, an extension is predicated on 
the Wilmington VORTAC 197° radial. In 
the transition area description, exten­
sions are predicated on the Wilmington 
VORTAC 017° radial and the Wilming­
ton ILS localizer north and south 
courses. The transition area basic radius 
circle is established at 8 miles.

U.S. Standards for Terminal Instru­
ment Procedures (TERPs), issued after 
extensive consideration and discussion 
with Government agencies concerned 
and affected industry groups, are now 
being applied to update the criteria for 
instrument approach procedures. The 
criteria for the designation of controlled 
airspace for the protection of these pro­
cedures was revised to conform to TERPs 
and achieve increased and efficient 
utilization of airspace.

Because of this revised criteria, it is 
necessary to alter the control zone de­
scription by revoking the extension 
predicated on the Wilmington VORTAC 
197° radial, and the transition area de­
scription by revoking the extensions 
predicated on the Wilmington VOR 017° 
radial and the Wilmington ILS localizer 
north and south courses. Current air­
space criteria also requires an increase 
in the basic radius circle from 8 to 8.5 
miles.

Since these amendments result in an 
overall reduction of 20 square miles of 
controlled airspace and lessens the bur­
den on the public, notice and public 
procedure hereon are unnecessary and 
action is taken herein to alter the de­
scriptions accordingly.

In consideration of the foregoing, Part 
71 of the Federal Aviation Regulations is 
amended, effective immediately, as here­
inafter set forth.

In §71.171 (34 F.R. 4557), the W il­
mington, N.C., control zone is amended 
to read:

W ilm ington , N.C.
Within a 5-mile radius of New Hanover 

County Airport (Lat. 39°16'15'' N„ long.
W .).

In §71.181 (34 F.R. 4637), the W il­
mington, N.C., transition area is amended 
to read:

W ilm ington , N.C.
That airspace extending upward from 700 

feet above the surface within an 8.5-mile 
radius of New Hanover Airport (lat. 39° 16'15”  
N., long. 77°54'05” W .).
(Sec. 307(a), Federal Aviation Act of 1958; 
49 U.S.C. 1348(a); sec. 6 (c ), of the Depart­
ment of Transportation Act; 49 U.S.C. 1655
(c ))

Issued in East Point, Ga., on Septem­
ber 18, 1969.

G ordon A . W il l ia m s , Jr., 
Acting Director, Southern Region.

[P.R. Doc. 69-11520; Filed, Sept. 26, 1969; 
8:46 a.m.]

[Airspace Docket No. 69-EA-79]

PART 71— DESIGNATION OF FEDERAL 
AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS
Designation of Transition Area

On Page 12596 of the F ederal R egister 
for August 1, 1969, the Federal Aviation 
Administration published proposed regu­
lations which would designate a transi­
tion area over Rostraver Airport, Monon­
gahela, Pa.

Interested parties were given 30 days 
after publication in which to submit writ­
ten data or views. No objections to the 
proposed regulations have been received. 
In view of the foregoing, the proposed 
regulations are hereby adopted effective 
0901 G.m.t., November 13, 1969.
(Sec. 307(a), Federal Aviation Act of 1958; 
72 Stat. 749; 49 U.S.C. 1348; Sec. 6 (c ), De­
partment of Transportation Act; 49 U.S.C. 
1655(c))

■ Issued in Jamaica, N.Y., on Septem­
ber 16,1969.

G eorge M. G a r y , 
Director, Eastern Region.

1. Amend § 71.181 of Part 71 of the 
Federal Aviation Regulations so as to 
designate a 700-foot Monongahela, Pa. 
Transition Area described as follows: 

Monongahela, Pa .
That airspace extending upward from 700- 

feet above the surface within a 6.5-mile 
radius of the center, 40°12'40” N„ 79°49'50”  
W., of Rostraver Airport, Monongahela, Pa., 
and within 2 miles each side of the Alle­
gheny, Pa., VORTAC 113° radial extending 
from the 6.5-mile radius area to the VORTAC, 
excluding the portion which coincides with 
the Pittsburgh, Pa., transition area.
[F.R. Doc. 69—11521; Filed, Sept. 26, .1969; 

8:46 a.m.]

Title 19— CUSTOMS DUTIES
Chapter I— Bureau of Customs, 

Department of the Treasury
[T.D. 69-216]

PART 10— ARTICLES CONDITION­
ALLY FREE, SUBJECT TO A RE­
DUCED RATE, ETC.

Instruments of International Traffic
Resolution No. 24 adopted on May 23, 

1968, by the Working Party on Customs 
Questions affecting Transport of the 
Inland Transport Committee of the Unit­
ed Nations Economic Commission for 
Europe, of which the United States is 
a participating member, recommends 
that governments authorize the use of 
containers which have been admitted un­
der any temporary importation procedure 
for the transport of goods in internal 
traffic with the understanding that the

internal journey may be limited to one 
which will bring the container by a rea­
sonably direct route to, or nearer to, the 
place where export cargo is to be loaded 
or where the container is to be reexported 
empty.

To implement the resolution on behalf 
of the United States, a notice of a pro­
posal to amend paragraph (f ) of § 10.41a, 
Customs Regulations, which describes 
the uses in the United States of instru­
ments of international traffic which do 
not constitute a diversion to unper­
mitted point-to-point local traffic or a 
withdrawal of such instrument from its 
use as an instrument of international 
traffic, was published in the F ederal R eg­
ister  on June 24, 1969 (34 F.R. 9754). 
Consideration has been given to all rele­
vant matter presented in response to 
that notice, and it has been decided to 
adopt the proposed rule without change.

Accordingly, paragraph ( f ) of § 10.41a, 
Customs Regulations, is amended to read 
as follows:
§ 10.41a Lift vans, cargo vans, shipping 

tanks, skids, pallets, and similar in­
struments o f international traffic.
* * * * *

(f ) Except as provided in paragraph 
(h) of this section, no part of this sec­
tion precludes (1) the use of an instru­
ment in picking up and delivering loads 
at intervening points in the United 
States while en route between the port 
of arrival and the point of destination 
of its imported cargo or (2) such use of 
the instrument while en7route from such 
point of destination of imported cargo 
to a point where export cargo is to be 
loaded or to an exterior port of depar­
ture by a reasonably direct route to, or 
nearer to, the place of such loading or 
departure, provided such point-to-point 
traffic is incidental to the efficient and 
economical utilization of the instrument 
in the course of its use in international 
traffic. Such use does not constitute a 
diversion to unpermitted point-to-point 
local traffic within the United States or 
a withdrawal of an instrument in the 
United States from its use as an instru­
ment of international traffic under this 
section.

* * * * *
(80 Stat. 379, R.S. 251, sec. 14, 67 Stat. 516; 
5 U.S.C. 301, 19 U.S.C 66, 1322)

The amended rule is intended to relax 
existing restrictions on the use of con­
tainers admitted as instruments of in­
ternational traffic in point-to-point local 
traffic in the United States. Good cause 
is found, therefore, for dispensing with 
the delayed effective date provision of 
5 U.S.C. 553(d).

Effective date. This amendment shall 
become effective on the date of its pub­
lication in the F ederal R egister .

[ seal ] M y l e s  J. A mbrose,
Commissioner of Customs.

Approved: September 19, 1969.
Eu g ene  T. R ossides ,

Assistant Secretary 
of the Treasury.

[F.R. Doc. 69-11541; Filed, Sept. 26, l#®?
8:48 a.m.]
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Title 20— EMPLOYEES’ 
BENEFITS

Chapter III—-Social Security Adminis­
tration, Department of Health, Edu­
cation, and Welfare

[Reg. No. 4, further amended]

PART 404— FEDERAL OLD-AGE, SUR­
VIVORS, AND DISABILITY INSUR­
ANCE (1950------)

Subpart F— Overpayments, Under­
payments, Waiver of Adjustment or 
Recovery of Overpayments, and 
Liability of a Certifying Officer

Subpart J— Procedures, Payment of 
Benefits, and Representation of 
Parties

M iscellaneous  A m en d m e n t s

Regulations No. 4 of the Social Secu­
rity Administration, as amended (20 
CPR 404.1 et seq.), are further amended 
to read as follows:

1. Section 404.501 is amended to read 
as follows:
§ 404.501 General applicability of sec­

tion 204 of the Act.
(a) In general. Section 204 of the Act 

provides for adjustment as set forth in 
§§ 404.502 and 404.503, in cases where 
an individual has received more or less 
than the correct payment due under 
title n  of the Act. As used in this sub- 
part, the term “overpayment” includes 
a payment in excess of the amount due 
under title n  of the Act, a payment re­
sulting from the failure to impose deduc­
tions or to suspend or reduce benefits 
under sections 203, 222(b), 224, and 228
(c), and (d), and (e) of the Act (see 
Subpart E of this part), a payment pur­
suant to section 205 (n) of the Act in an 
amount in excess of the amount to which 
the individual is entitled under section 
202 or 223 of the Act, a payment result­
ing from the failure to terminate bene­
fits, and a payment where no amount is 
Payable under title n  of'the Act. The 
term “underpayment” as used in this 
subpart refers only to monthly insurance 
benefits and includes nonpayment where 
some amount of such benefits was pay­
able. An underpayment may be in the 
form of an accrued unpaid benefit 
amount for which no check has been 

or in the form of an unnegotiated 
check payable to a deceased individual, 
rne provisions for adjustment also apply 
ifi cases where through error:

(1) A reduction required under sec­
tion 202(j)(l), 202(k) (3), 203(a), or 
05 (n) of the Act is not made, or

A11 increase required under section 
202(d)(2), 202(m), or 215 (f) or (g) of 
the Act is not made, or

^  Eduction required under section
(b) (as may be modified by the pro­

t o n s  of section 203(h) ),  203(c), 203 
th *203(i)’ 222(b)> OT 223(a)(1 )(D ) of 

e Act or section 907 of the Social Se­

curity Amendments of 1939 is not made, 
or

(4) A  suspension required under sec­
tion 202 (n) or 202 (t) of the Act is not 
made, or

(5) A reduction under section 202 (q) 
of the Act is not made, or

(6) A reduction, increase, deduction, 
or suspension is made which is either 
more or less than required, or

(7) A payment in excess of the amount 
due under title X VIII of the Act was 
made to or on behalf of an individual 
(see §§ 405.350-405.351) entitled to bene­
fits under title n  of the Act, or

(8) A payment of past due benefits is 
made to an individual and such payment 
had not been reduced by the amount of 
attorney’s fees payable directly to an 
attorney under section 206 of the Act 
(see § 404.977).

(b) Payments made on the basis of an 
erroneous report of death. Any monthly 
benefit or lump sum paid under title II  
of the Act on the basis of an erroneous 
report by the Department of Defense of 
the death of an individual in the line 
of duty while such individual was a mem­
ber of the uniformed services (as defined 
in section 210 (m) of the Act) on active 
duty (as defined in section 210(1) of the 
Act) is deemed a correct payment for any 
month prior to the month such Depart­
ment notifies the Administration that 
such individual is alive.

2. Section 404.502 is amended to read 
as follows:
§404.502 Overpayments.

Upon determination that an overpay­
ment has been made, adjustments will 
be made against monthly benefits and 
lump sums as follows:

(a) Individual overpaid is living. (1) If 
the individual to whom an overpayment 
was made is at the time of a determina­
tion of such overpayment entitled to a 
monthly benefit or a lump sum under 
title II  of the Act, or at any time there­
after becomes so entitled, no benefit for 
any month and no lump sum is payable 
to such individual, except as provided in 
paragraph (c) of this section, until an 
amount equal to the amount of the over­
payment has been withheld or refunded. 
Such adjustments will be made against 
a,ny monthly benefit or lump sum under 
title II of the Act to which such individ­
ual is entitled whether payable on the 
basis of such individual’s earnings or the 
earnings of another individual.

(2) If any other individual is entitled 
to benefits of any month on the basis 
of the same earnings as the overpaid in­
dividual, except as adjustment is to be 
effected pursuant to paragraph (c) of 
this section by withholding a part of the 
monthly benefit of either the overpaid in­
dividual or any other individual entitled 
to benefits on the basis of the same earn­
ings, no benefit for any month will be 
paid on such earnings to such other in­
dividual until an amount equal to the 
amount of the overpayment has been 
withheld or refunded.

(b) Individual overpaid dies before ad­
justment. I f  an overpaid individual dies 
before adjustment is completed under the

provisions of paragraph (a) of this sec­
tion, no lump sum and no subsequent 
monthly benefit will be paid on the basis 
of earnings which were the basis of the 
overpayment to such deceased individual 
until full recovery of the overpayment 
has been effected, except as provided in 
paragraph (c) of this section or under 
§ 404.515. Such recovery may be effected 
through:

(1) Payment by the estate of the de­
ceased overpaid individual,

(2) Withholding of amounts due the 
estate of such individual under title II of 
the Act,

(3) Withholding a lump sum or 
monthly benefits due any other individ­
ual on the basis of the same earnings 
which were the basis of the overpayment 
to the deceased overpaid individual, or

(4) Any combination of the above.
(c) Adjustment by withholding part 

of a monthly benefit. Adjustment under 
paragraphs (a) and (b) of this section 
may be effected by withholding a part 
of the monthly benefit payable to an 
individual where it is determined that:

(1) Withholding the full amount each 
month would “defeat the purpose of 
title II,” i.e., deprive the person of income 
required for ordinary and necessary liv­
ing expenses (see § 404.508); and

(2) Recoupment can be effected in an 
amount of not less than $10 a month 
and at a rate which would not result in 
extending the period of adjustment 
beyond the earlier of the following:

(i) The expected last month of entitle­
ment; or -

(ii) Three years after the initiation of 
the adjustment action (except that in 
cases where the individual was “without 
fault” (see §§404.507 and 404.510), the 
period of adjustment may be extended 
beyond 3 years, if necessary); and

(3) The overpayment was not caused 
by the individual’s intentional false 
statement or representation, or willful 
concealment of, or deliberate failure to 
furnish, material information. .

3. Section 404.503 is amended to read 
as follows:
§ 404.503 Underpayments.

Underpayments will be adjusted as 
follows:

(a) Individual underpaid is living. If  
an individual to whom an underpayment 
is due is living, the amount of such un­
derpayment will be paid to such individ­
ual either in a single payment (if he is 
not entitled to a monthly benefit or a 
lump-sum death payment) or by increas­
ing one or more monthly benefits or a 
lump-sum death payment to which such 
individual is or becomes entitled.

(b) Individual dies before adjustment 
of underpayment. If an individual to 
whom an underpayment is due dies be­
fore receiving payment or negotiating a 
check or checks representing such pay­
ment, such underpayment will be dis­
tributed to the living person (or persons) 
in the highest order of priority as 
follows:

(1) The deceased individual’s sur­
viving spouse as defined in section 216
(c), (g ), or (h) of the Act who was 
either:
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(1) Living in the same household (as 
defined in § 404.1112 of Subpart L of this 
part) with the deceased individual at 
the time of such individual’s death, or

(ii) Entitled to a monthly benefit on 
the basis of the earnings record of the 
deceased individual for the month in 
which such individual died.

(2) The child or children of the de­
ceased individual (as defined in section 
216 (e) or (h ) of the Act) entitled to a 
monthly benefit on the basis of the earn­
ings record of the deceased individual 
for the month in which such individual 
died (if more than one such child, in 
equal shares to each such child).

(3) The parent or parents of the de­
ceased individual (as defined in § 404.- 
1110 of Subpart L of this part) entitled 
to a monthly benefit on the basis of the 
earnings record of the deceased indi­
vidual for the month in which such in­
dividual died (if more than one such par­
ent, in equal shares to each such parent).

(4) The surviving spouse of the de- 
216 (c), (g ), or (h) of the Act) who 
does not qualify under subparagraph (1) 
of this paragraph.

(5) The child or children of the de­
ceased individual (as defined in section 
216 (e) or (h) of the Act) who do not 
qualify under subparagraph (2) of this 
paragraph (if more than one such child, 
in equal shares to each such child).

(6) The parent or parents of the de­
ceased individual (as defined in §404.- 
1110 of Subpart L of this part) who do 
not qualify under subparagraph (3) of 
this paragraph (if more than one such 
parent, in equal shares to each such 
parent).

(7) The legal representative of the 
estate of the deceased individual as de­
fined in paragraph (d) of this section.

(c) In the event that a person who is 
otherwise qualified to receive an under­
payment under the provisions of para­
graph (b) of this section, dies before re­
ceiving payment or before negotiating 
the check or checks representing such 
payment, his share of the underpayment 
will be divided among the remaining 
living person (s) in the same order of 
priority. In the event that there is (are) 
no other such person (s ) , the underpay­
ment will be paid to the living person (s) 
in the next lower order of priority under 
paragraph (b) of this section.

(d) Definition of legal representative. 
The term “legal representative,” for the 
purpose of qualifying to receive an under­
payment, generally means the adminis­
trator or executor of the estate of the 
deceased individual.. However, * it may 
also include an individual, institution or 
organization acting on behalf of an un­
administered estate, provided that such 
person can give the Administration good 
acquittance (as defined in paragraph
(e) of this section). The following per­
sons may qualify as legal representative 
for the purposes of this subpart, provided 
they can give the Administration good 
acquittance:

(1) A person who qualifies under a 
State’s “small estate” statute,

(2) A person resident in a foreign 
country who, under the laws and customs
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of that country, has the right to receive 
assets of the estate,

(3) A  public administrator, or
(4) A  person who has the authority, 

under applicable law, to collect the as­
sets of the estate of the deceased 
individual.

(e) Definition of “good acquittance.” 
A person is considered to give the Ad­
ministration “good acquittance” when 
payment to that person will release the 
Administration from further liability for 
such payment.

4. Section 404.504 is amended to read 
as follows:
§ 404.504 Relation to provisions for re­

ductions and increases.
The amount of an overpayment or un­

derpayment is the difference between the 
amount paid to the beneficiary and the 
amount of the payment to which the 
beneficiary was actually entitled. Such 
payment, for example, would be equal to 
the difference between the amount of a 
benefit in fact paid to the beneficiary and 
the amount of such benefit as reduced 
under section 20 2 (j)(l), 202(k)(3), 203
(a ) , or 224(a), or as increased under sec­
tion 202(d)(2), 202(m), or 215 (f) and
(g ). In effecting an adjustment with 
respect to an overpayment, no amount 
can be considered as having been with­
held from a particular benefit which is 
in excess of the amount of such benefit 
as so decreased.

5. Section 404.505 is amended to read 
as follows:
§ 404.505 Relationship to provisions re­

quiring deductions.
Adjustments required by any of the 

provisions in this Subpart P are made 
in addition to, but after, any deductions 
required by section 202 Ot), 203(b), 203
(c), 203(d), and 222(b) of the Act, or 
section 907 of the Social Security Act 
Amendments of 1939, and before any 
deductions required by section 203 (g) or 
203(h) (2) of the Act.

6. Section 404’507 is amended to read 
as follows:
§ 404.507 Fault.

“Fault” as used in “without fault” (see 
§§ 404.506 and 405.355) applies only to 
the individual. Although the Adminis­
tration may have been at fault in making 
the overpayment, that fact does not re­
lieve the overpaid individual or any other 
individual from whom the Admin­
istration seeks to recover the over­
payment from liability for repayment 
if such individual is not without fault. 
In determining whether an individual 
is at fault, the Administration will 
consider all pertinent circumstances, in­
cluding his age, intelligence, education, 
and physical and mental condition. What 
constitutes fault (except for “deduction 
overpayments”— see § 404.510) on the 
part of the overpaid individual or on the 
part of any other individual from whom 
the Administration seeks to recover the 
overpayment depends upon whether the 
facts show that the incorrect payment to 
the individual or to a provider of services 
or other person, or an incorrect pay­

ment made under section 1814(e) of the 
Act, resulted from:

(a) An incorrect statement made by 
the individual which he knew or should 
have known to be incorrect; or

(b) Failure to furnish information 
which he either knew or could have been 
be material; or

(c) With respect to the overpaid indi­
vidual only, acceptance of a payment 
which he either knew or could have been 
expected to know was incorrect.

7. Section 404.508(b) is revised to read 
as follows:
§ 404.508 Defeat the purpose of title II. 

* * * * *
(b) When adjustment or recovery will 

defeat the purpose of title II. Adjust­
ment or recovery will defeat the purposes 
of title n  in (but is not limited to) sit­
uations where the person from whom 
recovery is sought needs substantially all 
of his current income (including social 
security monthly benefits) to meet cur­
rent ordinary and necessary living 
expenses.

8. Paragraphs (a ), (c), (e), (f), (i), 
and (j) of § 404.510 are revised to read 
as follows:
§ 404.510 When an individual is “with­

out fault” in a deduction-overpay­
ment.

Except as provided in § 404.511, or else­
where in this Subpart F, an individual 
will be considered “without fault” in 
accepting a payment which is incorrect 
because he failed to report an event 
specified in section 203 (b) and (c) of 
the Act, or an event specified in section 
203(d) of the Act as in effect for monthly 
benefits for months after December 1960, 
or because a deduction is required under 
section 203 (b ), (c), (d ), or section 
222(b) of the Act, or payments were not 
withheld as required by section 202 (t) 
or section 228 of the Act, if it is shown 
that such failure to report or acceptance 
of the overpayment was due to one of the 
following circumstances.:

(a) Reasonable belief that only his net 
cash earnings (“take-home” pay) are 
included in determining the annual earn­
ings limitation or the monthly earnings 
limitation under section 203 (f ) of the 
Act.

* * * * * .

(c) The beneficiary’s death caqsed the 
earnings limit applicable to his earnings 
for deduction purposes and the charging 
of excess earnings to be reduced below 
the following amounts:

(1) $1,200 for a taxable year ending 
after 1954 and before 1966;

(2) $1,500 for a taxable year ending 
after 1965 and before 1968;

(3) $1,680 for a taxable y e a r  ending 
after 1967.

* $ * * *
(e) Reasonable belief that in deter­

mining, for deduction purposes, his earn­
ings from employment and/or net e a rn ­
ings from self-employment in the taxable 
year in which he became entitled to bene­
fits, earnings in such year prior to such 
entitlement would be excluded. H ow ever,
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this provision does not apply if his earn­
ings in the taxable year, beginning with 
the first month of entitlement, exceeded 
the earnings limitation amount for such 
year.

(f) Unawareness that his earnings 
were in excess of the earnings limitation 
applicable to the imposition of deductions 
and the charging of excess earnings or 
that he should have reported such excess 
where these earnings were greater than 
anticipated because of:

(1) Retroactive increases in pay, in­
cluding back-pay awards;

(2) Work at a higher pay rate than 
realized;

(3) Failure of the employer of an indi­
vidual unable to keep accurate records 
to restrict the amount of earnings or the 
number of hours worked in accordance 
with a previous agreement with such 
individual;

(4) The occurrence of five Saturdays 
(or other work days, e.g., five Modays) in 
a month and the earnings for the serv­
ices on the fifth Saturday or other work 
day caused the deductions.

* * * * *
(i) Reasonable belief by an individual 

that no deductions are applicable for any 
month in the taxable year if after he 
earned the earnings limitation amount 
he restricts his monthly earnings to $100 
or less for months in any taxable year 
after August 1958, or to $125 or less for 
months in any taxable year beginning 
after December 1965, or to $140 or less 
for months in any taxable year begin­
ning after December 1967, and he so re­
stricts his earnings.

(j) Reasonable belief that earnings in 
excess of the earnings limitation amount 
for the taxable year would subject him 
to deductions only for months beginning 
with the first month in which his earn­
ings exceeded the earnings limitation 
amount. However, this provision is appli­
cable only if he reported timely to the 
Administration during the taxable year 
when his earnings reached the applicable 
limitation amount for such year.

9. Section 404.513 is amended to read 
as follows:
§404.513 Liability of a c e r t ify in g  

officer.
No certifying or disbursing officer shall 

be held liable for any amount certified or 
Paid by him to any individual.

(a) Where adjustment or recovery of 
such amount is waived under section 
204(b) of the Act; or

(b) Where adjustment under section 
204(a) of the Act is not completed prior 
o the death of all individuals against 

whose benefits or lump sums deductions 
are authorized; or

(c) Where a claim for recovery of an 
overpayment is compromised or collec- 
10n or adjustment action is suspended 

or terminated pursuant to the Federal
¿aims Collection Act of 1966 (31 U.S.C. 

»»1-953) (see § 404.515).
10- ®e°bion 404.515 is added to read 

as follows:
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§ 404.515 Collection and compromise of 

claims for overpayment.
(a) General effect of the Federal 

Claims Collection Act of 1966. Claims by 
the Administration against an individual 
for recovery of overpayments under title 
II  or title X VIII (not including title 
X IH  overpayments for which refund is 
requested from providers, physicians, or 
other suppliers of sendees) of the Act, 
not exceeding the sum of $20,000, ex­
clusive of interest, may be compromised, 
or collection suspended or terminated 
where such individual or his estate does 
not have the present or prospective abil­
ity to pay the full amount of the claim 
within a reasonable time (see paragraph
(c) of this section) or the cost of collec­
tion is likely to exceed the amount of 
recovery (see paragraph (d) of this sec­
tion) except as provided under para­
graph (b) of this section.

(b) When there will he no compromise, 
suspension or termination of collection 
of a claim for overpayment.— (1) Over­
paid individual alive. In any case where 
the overpaid individual is alive, a claim 
for overpayment will not be compro­
mised, nor will there be suspension or 
termination of collection of the claim by 
the Administration if there is an indica­
tion of fraud, the filing of a false claim, 
or misrepresentation on the part of such 
individual or on the part of any other 
party having an interest in the claim.

(2) Overpaid individual deceased. In 
any case where the overpaid individual 
is deceased (i) a claim for overpayment 
in excess of $5,000 will not be compro­
mised, nor will there be suspension or 
termination of collection of the claim by 
the Administration if there is an indica­
tion of fraud; the filing of a false claim, 
or misrepresentation on the part of such 
deceased individual, and (ii) a claim for 
overpayment regardless of the amount 
will not be compromised, nor will there 
be suspension or termination of collec­
tion of the claim by the Administration 
if there is an indication that any per­
son other than the deceased over­
paid individual had a part in the 
fraudulent action which resulted in the 
overpayment.

(c) Inability to pay claim for recovery 
of overpayment. In determining whether 
the overpaid individual is unable to pay 
a claim for recovery of an overpayment 
under title n  or title X VIII of the Act, 
the Administration will consider such 
individual’s age, health, present and 
potential income (including inheritance 
prospects), assets (e.g., real property, 
savings account), possible concealment 
or improper transfer of assets, and assets 
or income of such individual which may 
be available in enforced collection pro­
ceedings. The Administration will also 
consider exemptions available to such 
individual under the pertinent State or 
Federal law in such proceedings. In the 
event the overpaid individual is deceased, 
the Administration will consider the 
available assets of the estate, taking into 
account any liens or superior claims 
against the estate.

(d) Cost of collection or litigative 
probabilities. Where the probable costs 
of recovering an overpayment under
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title n  or title XVIII of the Act would 
not justify enforced collection proceed­
ings for the full amount of the claim or 
there is doubt concerning the Adminis­
tration’s ability to establish its claim as 
well as the time which it will take to 
effect such collection, a compromise or 
settlement for less than the full amount 
will be considered.

(e) Amount of compromise. The 
amount to be accepted in compromise 
of a claim for overpayment under title 
II  or title XVIH  of the Act shall bear 
a reasonable relationship to the amount 
which can be recovered by enforced col­
lection proceedings giving due considera­
tion to the exemptions available to the 
overpaid individual under State or Fed­
eral law and the time which such collec­
tion will take.

(f) Payment. Payment of the amount 
which the Administration has agreed to 
accept as a compromise in full settle­
ment of a claim for recovery of an over­
payment under title II or title XVIII of 
the Act must be made within the time 
and in the manner set by the Adminis­
tration. A claim for such recovery of the 
overpayment shall not be considered 
compromised or settled until the full 
payment' of the compromised amount 
has been made within the time and 
manner set by the Administration. Fail­
ure of the overpaid individual or his 
estate to make such payment as provided 
shall result in reinstatement of the full 
amount of the overpayment less any 
amounts paid prior to such default.

11. Paragraph (h) is added to 
§ 404.906 to read as follows:
§ 404.906 Administrative actions which 

are not initial determinations.
Administrative actions which shall 

not be considered initial determinations 
under any provision of the regulations 
in this Subpart J, but which may receive 
administrative review, include, but are 
not limited to, the following:

♦ * * * *
(h ) The determination by the Admin­

istration under the authority of the 
Federal Claims Collection Act of 1966 
(31 U.S.C. 951-953) not to compromise 
a claim for overpayment under title II 
or title XVHI of the Act or not to sus­
pend or terminate collection of such a 
claim or the determination to compro­
mise such a claim, including the compro­
mise amount and the time and manner 
of payment (see § 404.515).

12. Effective date. The foregoing regu­
lations shall become effective upon pub­
lication in the F ederal R egister .
(Secs. 204, 205, and 1102, 53 Stat. 1368, as 
amended; 49 Stat. 647, as amended, sec. 5 of 
Reorganization Plan No. 1 of 1953, 67 Stat. 
18, 631; 42 U.S.C. 404, 405, and 1302)

Dated: August 18, 1969.
R obert M . B a ll , 

Commissioner of Social Security.
Approved: September 23,1969.
R obert H. F in c h ,

Secretary of Health,
Education, and Welfare.

[P.R. Doc. 69-11562; Filed, Sept. 26, 1969;
8:49 a.m.]
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Title 21— FOOD AND DRUBS
Chapter I— Food and Drug Adminis­

tration, Department of Health, Edu­
cation, and Welfare

SUBCHAPTER C— DRUGS
PART 148e— ERYTHROMYCIN

Drugs for Human Use; Drug Efficacy 
Study Implementation; Erythromy­
cin-Sulfonam ide Com bination  
Products for Oral Administration
In the F ederal R egister  of April 2, 

1969 (34 FJR. 6005), the Commissioner of 
Food and Drugs announced the conclu­
sions of the Food and Drug Administra­
tion following evaluation of reports re­
ceived from the National Academy of 
Sciences-National Research Council, 
Drug Efficacy Study Group, on the fol­
lowing preparations:

1. Erythrosulfa Tablets; contain eryth­
romycin, sulfadiazine, sulfamerazine 
and sulfamethazine; marketed by the 
Upjohn Co., 7171 Portage Road, Kala­
mazoo, Mich. 49002.

2. Ilosone Sulfa, For Oral Suspension; 
contains erythromycin estolate, sulfadia­
zine, sulfamerazine, and sulfamethazine; 
marketed by Eli Lilly & Co., Box 618, In­
dianapolis, IndL 46206.

3. Ilosone Sulfa Tablets; contain eryth­
romycin estolate, sulfadiazine, sulfa­
merazine, and sulfamethazine; marketed 
by Eli Lilly & Co.

4. Ilotycin Ethyl Carbonate-Sulfa, Pe­
diatric for Oral Suspension; contains 
erythromycin ethylcarbonate, sulfadia­
zine, sulfamerazine, and sulfamethazine; 
marketed by Eli Lilly & Co.

5. Ilotycin-Sulfa Tablets; contain 
erythromycin, sulfadiazine, sulfamera­
zine, and sulfamethazine; marketed by 
Eli Lilly & Co.

The announcement gave notice that 
the Academy found these products to be 
ineffective as a fixed combination for 
their labeled indications: Mixed infec­
tions, infections more susceptible to the 
combination than to either erythromycin 
or sulfonamides alone, and gram-nega­
tive or mixed infections of the urinary 
tract. The Food and Drug Administration 
concurred that substantial evidence is 
lacking that each drug will have the ef­
fects it purports or is represented to have 
under the conditions of use prescribed, 
recommended, or suggested in its label­
ing. All interested persons who may be 
adversely affected by removal of drugs 
containing erythromycin and sulfona­
mides from the market were invited to 
submit within 30 days any pertinent data 
bearing on the proposal to amend the 
antibiotic drug regulations to delete such 
combination drugs from the list of drugs 
acceptable for certification.

No responses were received pursuant to 
the announcement.

In addition to the above products, for 
which the conditions of certification are 
described in §§ 148e.ll, 148e.l2, 148e.26, 
and 148e.28, §§148e.24, 148e.27, 148e.32, 
and 148e.33 describe the conditions for 
certification of other oral dosage forms
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of erythromycin with sulfonamides. The 
data submitted in support of these prep­
arations, though not evaluated by the 
National Academy of Sciences-National 
Research Council, have been reviewed 
by the Food and Drug Administration 
and have been found to lack substantial 
evidence that the fixed combinations will 
have the effects they purport or are rep­
resented to have. Preparations currently 
marketed under these regulations are:

1. Erythrocin Ethyl Succinate— Sulfas 
Granules; contain erythromycin ethyl 
succinate, sulfadizine, sulfamerazine, and 
sulfamethazine; marketed by Abbott 
Laboratories, 14th and Sheridan Road, 
North Chicago, HI. 60064.

2. Erythrocin Ethyl Succinate— Sulfas 
Chewable Tables; contain erythromycin 
ethyl succinate, sulfadiazine, sulfamera­
zine, and sulfamethazine; marketed by 
Abbott Laboratories.

3. Erythrocin Stearate— Sulfas Film- 
tabs; contain erythromycin stearate, 
sulfadiazine, sulfamerazine, and sulfa­
methazine; marketed by Abbott Labora­
tories,

Accordingly, the Commissioner con­
cludes that in the absence of substantial 
evidence of effectiveness for the fixed 
combination drugs, (1) the regulations 
for the certification of antibiotic drugs 
should be amended to delete the above- 
listed antibiotic combinations and any 
other oral dosage forms containing both 
erythromycin and any sulfonamide from 
the list of drugs acceptable for certifica­
tion, and (2) all outstanding certificates 
issued for such combination drugs should 
be revoked.

Therefore, pursuant to the provisions 
of the Federal Food, Drug, and Cosmetic 
Act (secs. 502, 507, 52 Stat. 1050-51, as 
amended, 59 Stat. 463, as amended; 21 
U.S.C. 352, 357) and under authority 
delegated to the Commissioner (21 CFR 
2.120), Part 148e is amended:

1. By repealing §§ 148e.28 Erythro­
mycin estolate tablets with sulfonamides, 
148e.32 Erythromycin ethyl succinate- 
trisulfapyrimidines chewable tablets, and 
148e.33 Erythromycin ethyl succinate- 
trisulfapyrimidines for oral suspension.

2. In § 148e.ll Erythromycin ethyls 
carbonate for oral suspension, by delet­
ing from paragraph (a) (1) the sentence 
“It may contain suitable sulfonamides.”

3. In § 148e.l2 Erythromycin esto­
late for oral suspension, $y deleting from 
paragraph (a) (1) the sentence “It may 
contain suitable sulfonamides.”

4. By revising § 148e.24(a) (1) to read 
as follows:
§ 148e.24 Erythromycin enteric-coated 

tablets.
(a ) Requirements for certification—

(1) Standards of identity, strength, 
quality, and purity. Erythromycin en­
teric-coated tablets are enteric-coated 
tablets composed of erythromycin, suit­
able and harmless buffer substances, 
diluents, binders, lubricants, colorings, 
and flavorings. Each tablet contains 100 
or 250 milligrams of erythromycin. Each 
tablet shall meet the tests for enteric- 
coated tablets set forth in the U.S.P. and 
shall distintegrate within a total time of

2 hours. The moisture content is not 
more than 6 percent. The erythromycin 
base used in making the batch conforms 
to the standards of § 148e.l(a) (1) (i),
( i i ) , (iii), (iv ), (v ), and (v ii). Each other 
substance used, if its name is recognized 
in the U.S.P. or N.F., conforms to the 
standards prescribed therefor by such 
official compendium.

* * * * *
5. In § 148e.26. Erythromycin tablets, 

by deleting from paragraph (a )(1 ) the 
sentence “It may contain suitable sul­
fonamides.”

6. In § 148e.27 Erythromycin stearate 
tablets, by deleting from paragraph 
(a )(1 ) the sentence “It may contain 
suitable sulfonamides.”

Certificates of safety and effectiveness 
issued under all of the above-referenced 
regulations are revoked.

Any person who will be adversely af­
fected by the removal of any such drugs 
from the market may file, within 30 days 
after publication hereof in the F ederal 
R egister , objections to this order stating 
reasonable grounds and requesting a 
hearing on such objections. A statement 
of reasonable grounds for a hearing must 
identify the claimed errors in the NAS- 
NRC evaluation and the Administration’s 
conclusions as to the effectiveness of the 
combination drugs and identify any ade­
quate and well-controlled investigations 
on the basis of which it could reasonably 
be concluded that the combination drugs 
would have the effectiveness claimed for 
their intended uses, Objections should 
be filed, preferably in quintuplicate, with 
the Hearing Clerk, Department of 
Health, Education, and Welfare, Room 
5440, 330 Independence Avenue SW., 
Washington, D.C. 20201, and may be ac­
companied by a memorandum or brief in 
support thereof.

I f  objections accompanied by reason­
able grounds are received, the Commis­
sioner will promptly announce a hearing. 
If  a hearing is scheduled, it will be held 
under the provisions of section 507 (f) of 
the Federal Food, Drug, and Cosmetic 
Act, employing the hearing procedures 
set forth in Subpart F of Part 2 (21 CFR 
Part 2), as amended by an order pro­
mulgated in the F ederal R egister of 
April 8, 1969 (34 F.R. 6237).

Effective date. This order shall become 
effective 40 days after its date of publi­
cation in the F ederal R egister unless 
stayed by the filing of proper objections. 
The Commissioner will announce in the 
F ederal R egister whether or not re­
quests for hearing with reasonable 
grounds have been received during the 
30-day period. At that time the Commis­
sioner will specify how the outstanding 
stocks of the affected drugs are to be 
handled.
(Secs. 502, 507, 52 Stat. 1050-51, as amended, 
59 Stat. 463, as amended; 21 TJ.S.C. 352, 357)

Dated: September 18,1969.
H erbert L . L e y , Jr*» 

Commissioner of Food and Drugs. 
[F.R. Doc. 69-11509; Filed, Sept. 26, 1969;

8:45 am .]
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Title 24— HOUSING AND 
HOUSING CREDIT

Subtitle A— Office of the Secretary, 
Department of Housing and Urban 
Development

PART 4— OPEN SPACE LAND 
Subpart B— Relocation Payments 

M iscellaneo us  A m e n d m e n t s

The regulations governing the making 
of relocation payments under section 
404(a) of the Housing and Urban De­
velopment Act of 1965, 42 U.S.C. 3074(a), 
published under Part 4 of Subtitle A of 
Title 24 of the Code of Federal Regula­
tions, effective August 27, 1966 (31 F.R. 
11384), are hereby amended to include 
the regulations governing relocation pay­
ments under section 516 of the Housing 
and Urban Development Act of 1968, 42 
U.S.C. 1465(c), and otherwise revised, in 
the following respects:

L Section 4.100 is revised to include 
reference to section 516 of the Housing 
and Urban Development Act of 1968 and, 
as so revised, reads as follows:
§ 4.100 Statement of applicable law.

Section 404(a) of the Housing and 
Urban Development Act of 1965,42 U.S.C. 
3074(a), provides that financial assist­
ance extended to any applicant under 
the Open-Space Land Program under 
title. VII of the Housing Act of 1961, as 
amended, 42 U.S.C. 1500, may include 
grants for relocation payments made on 
such terms and conditions and subject 
to such limitations as are set forth in 
sections 114 (b ), (c), and (d) of the 
Housing Act of 1949, as amended, 42 
U.S.C. 1465 (b.), (c) , and (d ). Section 
516 of the Housing and Urban Develop­
ment Act of 1968, 42 U.S.C. 1465(c), 
amends section 114(c) by expanding the 
relocation payments provisions applica­
ble to the programs of the Department 
of Housing and Urban Development. Au­
thority to issue regulations is included 
in the delegation to the Assistant Sec­
retary for Renewal and Housing Assist­
ance at 31 F.R. 8964, June 29, 1966.

2. In § 4.101, paragraph (j) is amend- 
ed by adding a new sentence, and para- 
Ercpft (p) is amended by revising 
subparagraph (4) and adding a new 
subparagraph C6>, to read as follows:
§ 4.I0I Definitions.

* * * * *
(j)‘ Individual. A person who is not 

a member of a family. An elderly indi­
vidual is an individual 62 years of age 
or over at the time of displacement. A  
handicapped individual is an individual 
who has a physical impairment which is 
expected to be of long-continued and 
indefinite duration and which substan- 

, auy impedes his ability to live inde- 
■ Pendently.

* * * * *
(p) R elocation  paym ent. * * *

(4) To or on behalf of a family or 
elderly individual for relocation adjust­
ment prior to August 1, 1968 (relocation 
adjustment payment) ; or to or on behalf 
of a family or elderly or handicapped 
individual on or after August 1, 1968 
(additional relocation payment). 

* * * * *
(6) To a family or individual to assist 

an owner-occupant of a one- or two- 
family dwelling in the purchase and oc­
cupancy of a replacement dwelling on 
or after August 1, 1968 (replacement 
housing payment).

* * * * *
3. Section 4.105 is revised to read as 

follows:
§ 4.105 Eligibility— re lo ca t io n  adjust­

ment payment; additional relocation 
payment; replacement housing pay­
ment.

(a) Relocation adjustment payment. 
A family or elderly individual who satis­
fies the eligibility conditions of § 4.103
(a ) , governing eligibility for a relocation 
payment for moving expenses and actual 
direct loss of property, prior to August 1, 
1968, is eligible for a relocation adjust­
ment payment if the claimant:

(1) Is unable to secure a suitable 
dwelling unit in (i) a low-rent housing 
project assisted under the United States 
Housing Act of 1937, as amended, 42 
U.S.C. 1401 et seq. (or a State or local 
program found by HUD to have the same 
general purposes) or (il) a dwelling unit 
assisted under section 101 of the Housing 
and Urban Development Act of 1965, 12 
UJS.C. 1701s(a) ; and

(2) Has moved to a decent, safe, and 
sanitary dwelling.

(b) Additional relocation payment. A 
family or elderly or handicapped indi­
vidual who satisfies the eligibility condi­
tions of 14.103(a) , governing eligibility 
for a relocation payment for moving ex­
penses and actual direct loss of property, 
on or after August 1, 1968, is eligible for 
an additional relocation payment if the 
claimant:

(1) Is unable to secure a suitable 
dwelling unit in (i) a low-rent housing 
project assisted under the United States 
Housing Act of 1937, as amended, 42 
U.S.C. 1401 et seq. (or a State or local 
program found by HUD to have the same 
general purposes) or (Ji) a dwelling unit 
assisted under section 101 of the Housing 
and Urban Development Act of 1965, 12 
U.S.C. 1701s (a) ; and

(2) Has moved to a decent, safe, and 
sanitary dwelling: Provided, That an 
additional relocation payment not to ex­
ceed $500 in the first 12 months and $500 
in the second 12 months may be made 
on a lump-sum basis or other than a 
monthly basis in cases in which other 
than monthly payments are determined 
warranted by HUD.

(c) Replacement housing payment. A  
family or individual who satisfies the eli­
gibility conditions of § 4.103(a), govern­
ing eligibility for a  relocation payment 
for moving expenses and actual direct 
loss o f property, on or after August 1,

1968, is eligible for a replacement housing 
payment if the claimant:

XI) Is the owner of the real property 
acquired for a project assisted under title 
VII of the Housing Act of 1961, as 
amended, 42 U.S.C. 1500;

(2) Has occupied a single- or two- 
family dwelling located on the real prop­
erty for not less than I year prior to the 
initiation of negotiations for the acqui­
sition of the property;

(3) Does not receive the additional 
relocation payment provided for by 
14.1050b) ;

(4) Purchases and occupies a replace­
ment dwelling within 1 year subsequent 
to the date on which he is required to 
move from the dwelling acquired for the 
project; and

(5> Does not receive a payment pur­
suant to the State law of eminent do­
main determined by HUD to have 
substantially the same purpose and ef­
fect as would a replacement housing 
payment and to be a part of the cost of 
the project for which Federal financial 
assistance is available.

4. Section 4.108 is amended by revis­
ing the heading and paragraph (a ) , and 
deleting the proviso in paragraph i d ) , to 
read as follows:
§ 4.108 Administration o f re lo ca t io n  

payments.
(a) Conditions for relocation pay­

ment. The Agency (or, if the Agency is 
the municipality, the board or commis­
sion responsible for carrying out the fed­
erally assisted activities or, if there is no 
such board or commission, the principal 
executive officer of the municipality) 
shall approve a schedule (Form H UD - 
6148) of average annual gross rentals 
for standard housing in the locality for 
determining the amount of relocation 
adjustment payments and additional re­
location payments in accordance with 
§ 4.113 (c) and (d ) , and a separate 
schedule (Form HUD-6155) for deter­
mining the average price of standard 
sales housing in a locality, and any other 
conditions under which the Agency will 
make relocation payments. The sched­
ules and conditions shall be consistent 
with the regulations in this subpart and 
shall be available in written form to 
claimants in the relocation office of the 
Agency:

* * * * *
(d) Prompt payment. A relocation 

payment shall be made by the Agency as 
promptly as possible after a claimant’s 
eligibility has been determined in ac­
cordance with the regulations in this 
subpart.

*  *  * *  *

5. Section 4.112(e) is revised in part 
to read as follows:
§ 4.112 Fifing o f  claims.

** * * * *

(c) Time for filing claims. A claim for 
moving expenses, actual direct loss of 
property, or a small business displace­
ment payment shall be submitted to the 
Agency within a period o£ 6 months 
after the displacement of the claimant.
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A claim for settlement costs shall be 
submitted within 6 months after the 
costs have been incurred. A claim for a 
relocation adjustment payment or for an 
additional relocation payment shall be 
submitted within a period of 60 days 
after the displacement of the claimant. 
A claim for a replacement Lousing pay­
ment shall be submitted within 18 
months after the displacement of the 
claimant.

6. Section 4.113 is amended by adding 
new paragraphs (d) and (e ) , to read as 
follows:
§ 4.113 Limitation on amount of reloca­

tion payments.
* * * * *

(d) Maximum amount— additional re­
location payment. The total additional 
relocation payment that may be made to 
a family or elderly or handicapped indi­
vidual shall consist of monthly payments 
over a period not to exceed 24 months 
and shall be paid in an amount (not to 
exceed $500 in the first 12 months and 
not to exceed $500 in the second 12 
months) which, when added to 20 per­
cent of the annual income of the family 
or individual at the time of displacement, 
shall be equal to the average annual 
gross rental required at such time to 
secure a decent, safe, and sanitary 
dwelling of modest standards adequate 
in size to accommodate the family or 
individual (in the area in which the proj­
ect is carried out or in other areas not 
generally less desirable in regard to pub­
lic utilities and commercial facilities), as 
determined by the Agency.

(e) Maximum amount— replacement 
housing payment. The total replacement 
housing payment that may be made for 
a family or individual eligible for a 
replacement housing payment under 
§ 4.105(c) of the regulations in this sub­
part shall be an amount not to exceed 
$5,000, which, when added to the acqui­
sition payment, shall be equal to the 
average price required for purchase of a 
decent, safe, and sanitary dwelling of 
modest standards adequate in size to 
accommodate the displaced owner, which 
is reasonably accessible to public services 
and places of employment, and which is 
available on the private market.

7. Section 4.114 is revised to read as 
follows:
§ 4.114 Determinations in condemnation 

proceedings.
Notwithstanding any other provision 

of the regulations in this subpart, when 
property is acquired by proceedings in 
condemnation, and the amount of the 
judgment includes an allowance for any 
of the expenses included within the defi­
nition of relocation payment appearing 
in § 4.101 (p) of this subpart, the portion 
of the judgment representing compen­
sation ior these expenses, if separately 
stated, shall be entitled to recognition as 
a relocation payment in an amount not 
to exceed the applicable dollar limitation 
of § 4.113: Provided, That the allowance 
for actual direct loss of property makes
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no compensation for loss of goodwill or 
profit.
(42 U.S.C. 1465(e); 42 U.S.C. 3535(d); Secrer 
tary’s delegation of authority to Assistant 
Secretary for Renewal and Housing Assist­
ance published at 31 P.R. 8964, June 29, 
1966)

Effective date. These amendments 
shall be effective as of September 23, 
1969.

L a w r en c e  M . C ox , 
Assistant Secretary for 

Renewal and Housing Assistance.
[P.R. Doc. 69-11539; Piled, Sept. 26, 1969; 

8:47 a.m.]

Title 50— WILDLIFE AND 
FISHERIES

Chapter I— Bureau of Sport Fisheries 
and Wildlife, Fish and Wildlife 
Service, Department of the Interior

SUBCHAPTER C— THE NATIONAL WILDLIFE 
REFUGE SYSTEM

PART 32— HUNTING
Wichita Mountains Wildlife Refuge, 

Okla.
On page 11593 of the F ederal R egister  

of July 15, 1969, there was published a 
notice of a proposed amendment to 50 
CFR 32.31. The purpose of this amend­
ment is to provide public hunting of elk 
on certain areas of the National Wildlife 
Refuge System, as legislatively permitted.

Interested persons were given 60 days 
in which to submit written comments, 
suggestions, or objections with respect to 
the proposed amendment. After consid­
eration of all comments, suggestions, and 
objections received, the proposed amend­
ment is hereby adopted without change.

Since this amendment benefits the 
public by relieving existing restrictions 
on hunting, it shall become effective 
upon publication in the F ederal R egis ­
ter (sec. 10, 45 Stat. 1224, 16 U.S.C. 
715i; sec. 4, 80 Stat. 927, 16 U.S.C. 
668dd).

1. Section 32.31 is amended by the 
following addition:
§ 32.31 List o f open areas; big game.

* * * * * 
Oklahoma

Wichita Mountains Wildlife Refuge.

A. V . T u n is o n ,
Acting Director, Bureau of 
Sport Fisheries and Wildlife.

S eptem ber  22, 1969.
[F.R. Doc. 69-11478; Filed, Sept. 26, 1969; 

8:45 a.m.]

PART 32— HUNTING
Audubon National Wildlife Refuge, 

N. Dak.
The following special regulation is is­

sued and is effective on date of publica­
tion in the F ederal R egister .

§ 32.32 Special regulations; big game; 
for individual wildlife refuge areas.

N orth  D akota

AUDUBON NATIONAL W ILD LIFE  REFUGE

Public hunting of deer on the Audubon 
National Wildlife Refuge, N. Dak., is per­
mitted only in the area designated by 
signs as open to hunting. This open area, 
comprising 13,837 acres, is delineated on 
a map available at refuge headquarters 
and from the Regional Director, Bureau 
of Sports Fisheries and Wildlife, Federal 
Building, Fort Snelling, Twin Cities, 
Minn. 55111. Hunting shall be in accord­
ance with all applicable State regulations 
covering the hunting of deer, subject to 
the following special conditions:

(1) Hunting is permitted from 12 
noon, c.s.t., until sunset November 7, and 
from sunrise until sunset November 8 
through November 16, 1969.

(2) All hunters must exhibit their 
hunting license, deer tag, game, and ve­
hicle contents to Federal and State offi­
cers upon request.

(3) Vehicular traffic, including the use 
of boats, is prohibited by hunters on the 
refuge during the deer season.

The provision of this special regulation 
supplements the regulations which gov­
ern hunting on wildlife refuge areas gen­
erally which are set forth in Title. 50, 
Code of Federal Regulations, Part 32, 
and are effective through November 16, 
1969.

D avid C. M cG l a u c h lin , 
Refuge Manager, Audubon Na­

tional Wildlife Refuge, Cole- 
harbor, N. Dak.

S eptem ber  19, 1969.
[F.R. Doc. 69-11514; Filed, Sept. 26, 1969;

8:45 a.m.]

PART 33— SPORT FISHING 
Mark Twain National Wildlife 

Refuge, III.; Correction
In F.R. Doc. 68-14536, appearing on 

page 18100 of the issue for Thursday, 
December 5, 1968, under Illinois para­
graph (3) of §33.5 should read as 
follows:

(3) The open season for sport fishing 
in the Gardner Division of the Mark 
Twain National Wildlife Refuge extends 
from January 1, 1969, through Octo­
ber 15,1969, inclusive.

Jam es  F. G illett , 
Refuge Manager, Mark Twain 

National Wildlife Refuge, 
Quincy, III.

S eptem ber  22, 1969.
[F.R. Doc. 69-11540; Filed, Sept. 26, 1969J 

8:47 i jn . ]
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Chapter II— Bureau of Commercial 
Fisheries, Fish and Wildlife Service, 
Department of the Interior
SURCHAPTER H— EASTERN PACIFIC TUNA 

FISHERIES
PART 280— YELLOWFIN TUNA

Restrictions Applicable to Fishing 
Vessels

Experience gained since the adoption 
of amendments to the yellowfin tuna reg­
ulations effective May 17, 1969 (34 F.R. 
7845-7889) prescribing the restrictions 
on the taking of yellowfin tuna from a 
defined area of the eastern Pacific Ocean, 
and particularly experiences with para­
graph (e) CD of section 280.6, which does 
not inhibit the development of new fish­
ing areas but requires reporting when 
leaving and returning to the regulatory 
area, have demonstrated a need for a re­
vision in the regulations to,make them 
more effective in implementing the yel­
lowfin conservation measures promul­
gated by the Inter-American Tropical 
Tuna Commission- There have been oc­
currences and circumstances related to 
vessels reporting as fishing outside of the 
regulatory area which indicate that vio­
lations of the regulations are occurring 
and that vessels have reported quantities 
of yellowfin tuna taken outside the regu­
latory area that, in fact, were captured 
inside the area.

The United States has an obligation 
under international agreement to assure 
that its vessels comply with the conserva­
tion recommendations of the Inter- 
American Tropical Tuna Commission. 
Vioiation of the terms of the agreement 
not only would have a detrimental effect 
on the yellowfin stocks involved but could 
cause a collapse in the conservation pro­
gram. The Bureau of Commercial Fisher­
ies has an additional responsibility to 
insure that a few vessels do not violate 
the regulations and thereby gain an un­
fair advantage over the rest of the fleet 
in their competition for a limited 
resource.

Two notices of proposed rule-making 
were published (Mar. 14, 1969, 34 F.R. 
5258 and Mar. 29, 1969, 34 F.R, 5950) 
which contained various proposals relat­
ing to fishing outside the regulatory area. 
Interested persons were given the oppor­
tunity to participate through a public 
hearing at San piego on April 10, 1969, 
and through submission of written mate­
rial. Extensive testimony relative to the 
problem and means of solving it was re­
ceived. Reporting procedures which, It 
was hoped, would help solve the regula- 
top problem of fishing outside the regu­
latory area were adopted. In addition, a 
tK°C-n̂ ure ^  280.7) was adopted whereby 
the Director may take emergency action 
to impose restrictions on fishing outside 
the regulatory area if he determines that 
tne provisions relating to such fishing are 
nadequate to insure that the recommen- 
aations of the Commission are imple­
mented. Because it may tend to inhibit 
he development of new fishing areas, the
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emergency action will not be imple­
mented at this time. Instead a less re­
strictive amendment to section 280.6 is 
adopted in an attempt to eliminate prac­
tices which now offer opportunity for vio­
lations. If, however, the amendment 
proves ineffective, the Director will have 
no recourse but to invoke the emergency 
action.

Paragraph (e) is revised and a new 
paragraph ( f ) is added to section 280.6. 
The amendment is issued under the au­
thority contained in subsection (c) of 
section 6 of the Tuna Conventions Act of 
1950, as amended (16 U.S.C. 955(e)) and 
makes the following changes:

1. Vessels which fish both within &nd 
outside the regulatory area are subject to 
the yellowfin incidental catch limitations.

2. Vessels shall notify the Bureau of 
their intent to fish outside the regula­
tory area and shall transmit each even- 
numbered day a prepaid message to the 
Regional Director while they are .outside 
the regulatory area for purposes of posi­
tion determination by triangulation. 
Such reporting will commence at a time 
to be announced by the Director.

3. Vessels intending to unload a catch 
in a foreign country shall notify the Re­
gional Director at least 48 hours prior 
to delivery.

The amendments are described below:
Paragraph (e) of § 280.6 is revised and 

a new paragraph ( f ) is added to read as 
follows:
§ 280.6 Restrictions applicable to fish­

ing vessels.
* * * * *

(e) On trips begun after the closure 
of the yellowfin season:

(T> All yellowfin tuna caught by fish­
ing vessels which, on the same trip, fished 
both within and outside the regulatory 
area in the Pacific Ocean shall be sub­
ject to the incidental catch limitations 
as set out in paragraph (c) of this 
section.

(2) All vessels planning to fish ex­
clusively outside the regulatory area in 
the Pacific Ocean shall report to the 
Regional Director 72 horns before leav­
ing port; within 24 hours before depart­
ing the regulatory area; and within 24 
hours before returning to the regula­
tory area. Such reports, which must reach 
the Regional Director within the time 
limits specified, can be made by letter, 
telegram, prepaid commercial radio mes­
sage (either radiogram or ship-to-shore 
radiophone), or telephone and may be 
relayed to the Regional Director by the 
master, managing owner or his shore 
representative.

(i) On departure from the regulatory 
area reports described under subpara­
graph (5) of this paragraph shall in­
clude the latitude of departure from 
the regulatory area and approximate 
time of departure. On returning to 
the regulatory area the reports shall in­
clude the catch of yellowfin tuna and of 
other species made outside the regula­
tory area and the latitude and approxi­
mate time of reentry-
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Oi). In  addition, each vessel while out­
side the regulatory area shall transmit 
a prepaid message to the Regional Di­
rector between 10 am., and 2 p.m. Pacific 
standard time C+S time zone) on each 
even-numbered day; such reporting to 
begin on a date to be announced by the 
Bureau Director through publication of 
a suitable notice in the F e d e r a l  R e g is t e r  
and to continue throughout the closed 
season. The message shall be sent 
through either Station K M I (San Fran­
cisco) or Station WOM (Miami) to the 
Regional Director, Bureau of Commercial 
Fisheries, Terminal Island, Calif. On 
Saturdays, Sundays,, and holidays such 
messages shall be transmitted to area 
code 213, telephone number 831-0445, 
and on other days to area code 213, tele­
phone number 831-9281, extension 575. 
On such transmissions the following 
statement will be made: “This Message 
Is Being Transmitted in Compliance 
With the U.S. Eastern Tropical Pacific 
Yellowfin Tuna Regulations* and it Con­
firms That the Vessel (Name of Report­
ing Vessel) Has Not Reentered the East­
ern Pacific Regulatory Area as of This 
Date: (Give Date) .” Any vessel that fails 
to receive an acknowledgment that a 
required transmission has been received 
through KM I or W OM  must attempt to 
transmit the same message on the day 
following the failure to receive such ac­
knowledgment. If in 3 successive days 
the vessel fails to receive an acknowledg­
ment that a required transmission has 
been received, it will then be considered 
that the vessel’s radio equipment is not 
functioning properly and the vessel shall 
then return directly to port.

(iii) Those vessels announcing that 
they will fish entirely outside the regu­
latory area shall, after leaving port, pro­
ceed directly to waters outside the regu­
latory area and, upon reentering the 
regulatory area, will proceed directly to 
port for unloading: Provided, That if a 
vessel must make an emergency port call 
for disembarking a sick or injured crew 
member, refueling, repairs, or for any 
other emergency, the vessel will pro­
ceed directly to port and will notify the 
Regional Director forty-eight (48) 
hours prior to the port call, giving the 
name of the port to be entered. If the 
vessel then wishes to resume fishing out­
side the regulatory area, it must notify 
the Regional Director again of its inten­
tions as provided in (2) above and pro­
ceed directly to waters outside the regu­
latory area.

(3) Any vessel failing to file the re­
ports and to follow the procedures re­
quired in this paragraph shall be re­
stricted to the incidental catch limit of 
fifteen percent (15%) of yellowfin for 
the entire fishing voyage. This incidental 
limit is by weight of yellowfin tuna when 
landed with one or more of the species 
listed in § 280.2(b)(3).

(f) All fishing vessels will notify the 
Regional Director, at least forty-eight 
(48) hours prior to any delivery or sale 
in a foreign country, of fish caught in or
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outside of the regulatory area of the 
eastern tropical Pacific Ocean. Such re­
ports shall include the amount by species 
and whether the fish were caught inside 
or outside of the regulatory area. These 
reports can be made by prepaid com­
mercial radio message or may be relayed 
to the Regional Director by the man­
aging owner or his shore representative.

Effective Date. This amendment shall 
become effective on the date of its pub­
lication in the F e d e r a l  R e g is t e r . Vessels 
which are fishing outside the regulatory 
area on the effective date or have fished 
outside previous to the effective date and 
are still at sea may land yellowfin tuna 
taken outside the regulatory area in ex­
cess of the incidental catch limitation 
provided they conformed with the re­
porting requirements as set out in the 
regulations (34 F.R. 7856). Vessels at sea 
which have fished inside the regulatory 
area shall be restricted to the fifteen 
percent (15%) yellowfin incidental 
catch limitation. Vessels which have left 
port not more than 4 days before the 
effective date and have not fished during 
the present trip and had planned to fish 
exclusively outside of the regulatory 
area may do so but must report their in­
tent to the Regional Director and be out­
side of the regulatory area within 5 days 
of the effective date.

Issued at Washington, D.C., pursuant 
to authority delegated to me by the Sec­
retary of the Interior on August 26, 1966 
(31 F.R. 11685), and dated September 25, 
1969.

H . E . C r o w t h e r ,
Director,

Bureau of Commercial Fisheries.
[F.R. Doc. 69-11596; Filed, Sept. 26, 1969;

8:49 a.m.]

Title 41— PUBLIC CONTRACTS 
AND PROPERTY MANAGEMENT
Chapter 101— Federal Property 

Management Regulations
SUBCHAPTER H— UTILIZATION AND DISPOSAL

PART 101-43— UTILIZATION OF 
PERSONAL PROPERTY

Subpart 101—43.49— Illustrations
R e p o r t in g  R e q u i r e m e n t s

Section 101-43.4901 is amended by 
changed reporting requirements in some 
of the Federal Supply Classification 
Groups appearing in the table compris­
ing paragraph (d ) .

Section 101-43.4901(d) is amended as 
follows:
§101—43.4901 Excess personal property 

reporting requirements.
* *  ♦  *  *

(d) * * *

Group 
No. •

Federal supply classification

Group identification Classes

Not Reportable Minimum 
reportable to G SA  reportable 
to G SA  condition codes

# # * * * 
26 Tires and tubes.

28 Engines, turbines and com­
ponents.

49 Maintenance and repair shop 
equipment.

51 Hand tools......................... '..
* * * * * *

54 Prefabricated structures and
scaffolding.

55 Lumber, mUlwork, plywood
and veneer.

56 Construction and building
materials.

59 Electrical and electronic 
equipment components.

♦  * * ♦  *

65 Medical, dental, and veteri­
nary equipment and 
supplies.

Training aids and devices.

A ll except....................................x....................... ..............
2610 tires and tubes, pneumatic,........ ........ x ............... N2, E2, 02.

except aircraft.
A ll except...................... ............x............................... .

2805 gasoline reciprocating ................. x________

N3, E3, 03.

engines, except aircraft; 
and components.

2810 gasoline, reciprocating ............. . x.
engines, aircraft; and com­
ponents, as specified by  
§ 101-43.4901 (b).

2815 diesel engines and com- ..................x.
ponents.

2840 gas turbines and jet ..... ............x_
engines, aircraft; and com­
ponents, as specified by  
§ 101-43.4901 (b).* * * * ♦ * V * *

A ll except.......... ............___________ _________ x___________N3, E3, 03, R3.
4920 aircraft maintenance a n d ____________ x............. . N4, E4, 04, R4.

repair shop specialized '• 
equipment.

4925 ammunition maintenance x..... ..........................
and repair shop specialized 
equipment.

4931 fire control maintenance x........................... :___
and repair shop specialized 
equipment.

4933 weapons maintenance x............................ .
and repair shop specialized 
equipment.

4935 guided missile mainte­
nance, repair, and checkout

specialized equipment.
AU................ ....... ........................................ x . . . . .......... N3, E3, 03, R3.

x...............N4, E4, 04, R4.

AU............................................. ....................x___________ N4, E4, 04, R4.

AU. N4.

AU except..................................... ................ x.................N4.
Sand gravel, and stone in x..... ............................

5610 mineral construction 
materials, bulk.

AU. N3.

72 Household and commercial
furnishings and appUances.

73 Food preparation and serving
equipment.

74 Office machines, visible
record equipment, and data 
processing equipment (see 
§ 101-43.4901(c)).

* * * * *

77 Musical instruments, phono­
graphs, and home-type 
radios.

78 Recreational and athletic
equipment.

79 Cleaning equipment and
supplies.

* * * * * * * * * ***
AU except_____________ _____ _________________ x....... ........... N3, E3, 03.

6505 drugs, biologicals, and x................... .......
official reagents.

6510 surgical dressing mate- ........ ........ x ._............... N3.

6530 hospital furniture, . ....................x...................N3, E3, 03, R3.
equipment, utensils, and
supplies. „ „ .* * *  * * * * * * ***

All........ ................ ................ _________ x . . . . . . . . . .  N3, E3j 03, R3.
* * * ♦ * *  * * * *#*

AU................................................................. x.......... N3, E3, 63, R3.

A U ... .. . . . ............................ - .................. x...............N3, E3, 03, R3.

All .......... .................... ................. „......... x_____ N4, E4, 04, R4.

All except-------------------------Jlr........ .......x............... ........ N3, E3, 03.
7710 musical instruments..........................x............... . N4, E4, 04,

AU_____________ _____________________________ _ x...............N3, E3, 03.

A11 except_____________________________________x ................N3, E3,
7930 cleaning and polishing ................ x............. N3.

compounds and prepara­
tions.

03.

83

84

Containers, packaging, and 
packing supplies.

TextUes, leather, furs, ap­
parel, and shoe findings, 
tents, and flags.

Clothing and individual 
equipment.

AU except_____________________. . .  x............................
8105 bags and sacks__________a____- _____ . . .  x---------------, .
8110 drums and cans...... ............................ x___________ J-N3, E3, Uo, «  1
8115 boxes, cartons, and crates................ . x_______
8120 commercial and industrial............ . x.........:

gas cylinders.
8135 packaging and packing_________ _____x.................N3.

bulk materials.
A11 except.......... .......................................... x.......... ......N3.

8340 tents and tarpaulins.............. ............ x_.............. N4, E4;
8345 flags and pennants_______ x....................................

A11 except..... ............................ , _________. . .  x............... N3.
8405 outerwear, men’s.................................x................-1
8410 outerwear, women’s....................... . x...............)N4, E4,
8415 clothing, special purpose..................... x................-J
8455 badges and insignia______  x______________________
8460luggage.................................. ............x................ U j3  E3,

...................................... X.— ............../ ,* * * * *8465 individual equipment.

, 04, R4. 

, 04, R4.

, 03, R2. 
♦ *
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(Sec. 205(c), 63 Stat. 390; 40 U.S.O.486(c) )
Effective date. This amendment is effective upon publication in the F ederal

R egister.
Dated: September 19,1969.

John  W. Chapman , Jr., 
Acting Administrator of

General Services.
[F.R. Doc. 69-11482; Filed, Sept. 26, 1969; 8:45 a.m.]
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Proposed Rule Making

DEPARTMENT OF AGRICULTURE
Agricultural Stabilization and 

Conservation Service
[ 7 CFR Part 827 ]

PUERTO RICO
Proposed Amendment of the Defini­

tion of a Farm; 1969—70 and Subse­
quent Crops

Notice is hereby given that the Secre­
tary of Agriculture, pursuant to authority 
vested in him by the Sugar Act of 1948, 
as amended (61 Stat. 922, as amended), 
is considering amending § 827.2, Deter­
mination of a farm in Puerto Rico (28 
P.R. 262), by amending the introductory 
sentence of paragraph (b) and by adding 
a new subparagraph (4) to such para­
graph (b ).

In accordance with the rule making 
requirements in 5 U.S.C. 553, all persons 
who desire to submit written data, views, 
or arguments for consideration in con­
nection with the proposed amendment 
may file the same in duplicate with the 
Deputy Administrator, State and County 
Operations, Agricultural Stabilization 
and Conservation Service, U.S. Depart­
ment of Agriculture, Washington, D.C. 
20250, on or before October 31, 1969. 
All written submissions made pursuant to 
this notice will be made available for 
public inspection at such times and places 
and in a manner convenient to the public 
business (7 CFR 1.27(b)).

The Secretary is preparing to amend 
the regulation which determines a farm  
in Puerto Rico for purposes of the Sugar 
Act of 1948, as amended. Such regula­
tion provides the basis for applying the 
payment scale-down provisions of that 
act which apply to each farm. The defi­
nition of a farm was revised January 10, 
1963, to permit the use of management 
services contracts for farms controlled 
by independent producers, but subject to 
certain limitations to guard against ar­
rangements which would tend to defeat 
the scale-down in rates of payment. 
Many producers in Puerto Rico have 
farms which are too small to warrant the 
investment in the machinery required for 
efficient and economic operations. Under 
these circumstances, management serv­
ices contracts havé served to keep more 
land in production than would otherwise 
have been the case. Thus, a larger vol­
ume of sugarcane has been available to 
the processors who customarily provide 
the management services. The purpose 
of this amendment is to make clear that 
the regulation is intended to include as 
one farm all sugarcane land in Puerto 
Rico controlled by affiliate companies of 
a company furnishing management serv­

ices and all sugarcane land in Puerto Rico 
controlled by trustees administering pen­
sion trust funds for the benefit of em­
ployees of affiliate companies of a 
company furnishing management serv­
ices. The present regulation has been in­
terpreted to provide that tracts of land 
may be constituted as one farm where 
the tracts are controlled by different 
trustees administering retirement or 
pension trust funds for the benefit of 
employees of companies which are wholly 
owned by one company and are affiliated 
with the company furnishing manage­
ment services. This amendment incor­
porates such interpretation and is for 
the purpose of giving public notice there­
of, and thus should eliminate erroneous 
impressions as to the effect of that part 
of the regulation applicable to manage­
ment services. The amendment also ex­
tends that part of the regulation appli­
cable to management services to affiliate 
companies which own 50 percent or more 
interest in each other.

The entire regulation for determining 
a farm in Puerto Rico, amended as pro­
posed, is set forth as follows in form 
and language appropirate for issuance 
if adopted by the Secretary:
§ 827.2 Determination of a farm in 

Puerto Rico.
(a ) Definitions. For the purpose of 

this section, the terms:
(1) “Person” means an individual, 

partnership, corporation, or association.
(2) “Producer” means a person who is 

the legal owner, at the time of harvest or 
abandonment, of a portion or all of a 
crop of sugarcane grown on a farm for 
the extraction of sugar or liquid sugar.

(b) Constitution of a farm. For the 
1962-63 and subsequent sugarcane crops 
in Puerto Rico, a farm shall be consti­
tuted according to whichever one of the 
following subparagraphs is applicable ac­
cording to the prevailing circumstances, 
subject to the provisions of subparagraph
(4).

(1) “Farm” means all land which is 
farmed by one or more producers as a 
farming unit with cropping practices, 
equipment, workstock, labor, and man­
agement substantially separate from that 
of any other such unit, and also includes 
all other land on which sugarcane farm­
ing operations are carried out with 
respect to which such producer(s) fur­
nishes management services and (i) re­
ceives for such management services an 
amount in excess of 12% percent of the 
aggregate net market proceeds from the 
producer’s share of the sugar and molas­
ses produced from the sugarcane, (ii) as­
sumes an obligation for loss, (iii) shares 
in the net profit, or (iv) guarantees di­
rectly or indirectly a stipulated amount

to any person who owns or controls land 
on which such farming operations are 
carried out.

(2) “Farm” means all land owned or 
controlled by a producer who separately 
or together with other producers, except 
processor-producers, owns the crop and 
bears the full financial risks of producing 
the sugarcane crop grown on such land 
and who carries out the sugarcane farm­
ing operations on such land by utilizing 
management services for which an 
amount is payable not' in excess of 12% 
percent of the aggregate net market pro­
ceeds from the producer’s share of the 
sugar and molasses obtained from the 
sugarcane produced on the farm as com­
puted pursuant to the applicable fair 
price determination (Part 877, Chapter 
VUE) v

(3) “Farm” means all land included 
in a proportional profit farm which is or­
ganized pursuant to the provisions of title 
IV  of the Land Law of Puerto Rico, su­
pervised by a manager with headquarters 
on the farm, and operated with work- 
stock, light equipment, farm buildings 
and labor substantially separate from 
that of any other such farm.

(4) Effective for the 1969-70 crop and 
subsequent crops of sugarcane and when­
ever the circumstances described in this 
subparagraph (4) exist, subparagraphs
(1) and (2) shall not apply and “farm” 
means all land controlled by two or more 
producers who carry out the sugarcane 
farming operations on such land by 
utilizing the management services of the 
same company, and (i) are affiliate com­
panies of the company furnishing man­
agement services or (ii) are acting as 
agents of affiliate companies of the com­
pany furnishing management services or 
are trustees administering trust plans or 
agreements established for the benefit of 
employees of affiliate companies of the 
company furnishing management serv­
ices. For purposes of this subparagraph
(4) a company is an affiliate of another 
company if either owns 50 percent or 
more interest in the other, if a third 
entity (hereinafter referred to as parent 
entity) owns 50 percent or more interest 
in both or if the parent entity owns 50 
percent or more interest in one and 50 
percent or more interest in an entity that 
owns 50 percent or more interest in the 
other.

Signed at Washington, D.C., on Sep­
tember 23, 1969.

K e n n e t h  E. F r ic k , 
Administrator, Agricultural Sta­

bilisation and Conservation 
Service.

[F.R. Doc. 69-11549; Filed, Sept. 26, l®69* 
8:48 a.m.]
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DEPARTMENT OF 
TRANSPORTATION

Federal Aviation Administration
[ 14 CFR Part 71 ]

[ Airspace Docket No. 69—CE-92]

CONTROL ZONE AND TRANSITION 
AREA

Proposed Alteration
The Federal Aviation Administration 

is considering amending Part 71 of the 
Federal Aviation Regulations so as to 
alter the Alton, 111., control zone and the 
St. Louis, Mo., transition area.

Interested persons may participate in 
the proposed rule making by submitting 
such written data, views, or arguments 
as they may desire. Communications 
should be submitted in triplicate to the 
Director, Central Region, Attention: 
Chief, Air Traffic Division, Federal Avi­
ation Administration, Federal Building, 
601 East 12th Street, Kansas City, Mo. 
64106. All communications received 
within 45 days after publication of this 
notice in the F ederal R egister  will be 
considered before action is taken on the 
proposed amendments. No public hearing 
is contemplated at this time, but arrange­
ments for informal conferences with 
Federal Aviation Administration officials 
may be made by contacting the Region­
al Air Traffic Division Chief. Any data, 
views, or arguments presented during 
such conferences must also be submitted 
to writing in accordance with this no­
tice in order to become part of the record 
for consideration. The proposals con­
tained in this notice may be changed in 
the light of comments received.

A public docket will be available for 
examination by interested persons in the 
Office of the Regional Counsel, Federal 
Aviation Administration, Federal Build- 
tag, 601 East 12th Street, Kansas City, 
Mo. 64106.

Since designation of controlled air­
space in the Alton, HI., and St. Louis, Mo., 
terminal areas, one instrument approach 
procedure has been changed and a new 
tastument approach procedure has been 
authorized for Civic Memorial Airport, 
Alton, Hi. Also, the criteria for designa­
tion of control zones and transition areas 
nave changed. In addition, the part time 
control zone designation at Alton, HI., 
must be altered to allow changing of 
control zone times by the issuance of a 
Notice to Airmen. Accordingly, it is nec­
essary to alter the Alton, HI., control 
zone and the St. Louis, Mo., transition 
area to adequately protect aircraft exe­
cuting the altered and new instrument 
approach procedures and to comply with 
the new control zone and transition area 
criteria, and to further alter the Alton, 
in., control zone to permit changing of 
M^.^ntrol zone times by issuance of a 
Notice to Airmen.

In consideration of the foregoing, the 
general Aviation Administration pro­
poses to amend Part 71 of the Federal 
? t̂atton. Regulations as hereinafter set 
forth:

(1) In § 71.171 (34 F.R. 4557), the fol­
lowing control zone is amended to read:

Alton, I I I .
Within a 5-mile radius of Civic Memorial 

Airport (latitude 38°63'30" N., longitude 
90°03'00" W .); within 2y2 miles each side of 
the 104° bearing from Civic Memorial Air­
port, extending from the 5-mile radius zone 
to 5ys miles east of the airport; and within 
3 miles each side of the 009° bearing from 
Civic Memorial Airport; extending from the 
5-mile radius zone to 7 miles north of the 
airport. This control zone is effective during 
the specific dates and times established in 
advance by a Notice to Airmen. The effective 
date and time will thereafter be continuously 
published in the Airman’s Information 
Manual.

(2) In § 71.181 (34 F.R. 4637), the fol­
lowing transition area is amended to 
read:

St. Loots, Mo.
That airspace extending upward from 700 

feet above the surface within a 10-mile 
radius of Lambert-St. Louis Municipal Air­
port (latitude 38°44'50'' N., longitude
90°21'55" W .) ; within 5 miles southeast and 
8 miles northwest of the Lambert-St. Louis 
Municipal Airport Runway 24 ILS localizer 
northeast course, extending from the 10-mile 
radius area to 12 miles northeast of the 
Runway 24 OM; within 5 miles southwest 
and 8 miles northeast of the Lambert-St. 
Louis Municipal Airport Runway 12R ILS 
localizer northwest course, extending from 
the Runway 12R OM to 12 miles northwest 
of the OM; within an 8-mile radius of Civic 
Memorial Airport, Alton, HI. (latitude 
38°53'30" N„ longitude 90°03'00" W .); that 
airspace extending upward from 1,200 feet 
above the surface within a 33-mile radius 
of Lambert-St. Louis Municipal Airport; 
within 6 miles southwest and 9 miles north­
east of the St. Louis VORTAC 328° radial, 
extending from the 33-mile radius area to 36 
miles northwest of the VORTAC; within 5 
miles northwest and 8 miles southeast of 
the Maryland Heights VORTAC 243° radial, 
extending from the 33-mile radius area to 
19 miles southwest of the VORTAC; within 
the area bounded on the west and northwest 
by the east and southeast edge of V-14S, 
on the northeast by the 33-mile radius area, 
on the southeast by the northwest edge of 
V—238 and on the south by the north 
boundary of V-88; within a 40-mile radius 
of Scott APB (latitude 38°32'30'' N., longi­
tude 89°51’05" W .) ; within the area bounded 
on the northwest by the 40-mile radius area, 
on the east by the west edge of V-313, on 
the southwest by the northeast edge of 
V-335; and the area north of St. Louis 
bounded on the west by the east edge of 
V-52N, on the north by the south edge of 
V-50 and on the east by the west edge of 
V-9W, excluding the portion which overlies 
the Springfield, 111., transition area; that 
airspace extending upward from 2,500 feet 
MSL within the area bounded on the north 
by the arc of a 40-mile radius circle centered 
on Scott APB, on the northeast by the south­
west edge of V-335, on the east by the west 
edge of V-313, on the south by the north 
edge of V-190 and on the west by the east 
edge of V-9; and that airspace extending 
upward from 4,500 feet MSL within the area 
bounded on the north by the south edge of 
V-88, on the northeast by the southwest edge 
of V-9W, on the south by the north edge 
of V-72, on the west by a line 5 miles west 
of and parallel to the St. Louis VORTAC 200° 
radial and on the northwest by the south­
east edge of V-238; within the area bounded 
on the north by the south edge of V-12, on 
the southeast by the northwest edge of 
V-14N, on the southwest by the northeast

edge of V—175 and on the northwest by a 
line 5 miles southeast of and parallel to the 
Jefferson City, Mo., VOR 041° radial and 
within the area bounded on the northeast 
by the southwest edge of V-52, on the south 
by the north edge of V-4N and on the north­
west by the southeast boundary of V-63, 
excluding that airspace which coincides 
with the Springfield, Vandalia, and Centralia, 
111., transition areas.

These amendments are proposed 
under the authority of section 307(a) of 
the Federal Aviation Act of 1958 (49 
UJ3.C. 1348), and of section 6(c) of the 
Department of Transportation Act (49 
U.S.C. 1655(c)).

Issued in Kansas City, Mo., on Sep­
tember 10,1969.

E dward  C. M arsh , 
Director, Central Region.

[P.R. Doc. 69-11524; Piled, 8ept. 26, 1969;
8:46 a.m.]

[ 14 CFR Part 71 1
[Airspace Docket No. 69-SW-60]

TRANSITION AREA 
Proposed Designation

The Federal Aviation Administration 
is considering amending Part 71 of the 
Federal Aviation Regulations to desig­
nate a 700-foot transition area at Slidell, 
La.

Interested persons may submit such 
written data, views, or arguments as they 
may desire. Communications should be 
submitted in triplicate to the Chief, Air 
Traffic Division, Southwest Region, Fed­
eral Aviation Administration, Post O f­
fice Box 1689, Fort Worth, Tex. 76101. 
All communications received within 30 
days after publication of this notice in 
the F ederal R egister will be considered 
before action is taken on the proposed 
amendment. No public hearing is con­
templated at this time, but arrangements 
for informal conferences with Federal 
Aviation Administration officials may be 
made by contacting the Chief, Air Traf­
fic Division. Any data, views or argu­
ments presented during such conferences 
must also be submitted in writing in 
accordance with this notice in order to 
become part of the record for considera­
tion. The proposal contained in this 
notice may be changed in the light of 
comments received.

The official docket will be available 
for examination by interested persons at 
the Office of the Regional Counsel, 
Southwest Region, Federal Aviation Ad­
ministration, Fort Worth, Tex. An in­
formal docket will also be available for 
examination at the Office of the Chief, 
Air Traffic Division.

It is proposed to amend Part 71 of the 
Federal Aviation Regulations as herein­
after set forth.

In § 71.181 (34 F.R. 4637), the follow­
ing transition area is added:

Slidell, La.
That airspace extending upward from 700 

feet above the surface within a 5-mile radius 
of Slidell Airport (lat. 30°20'37" N., long. 
89°49'18" W . ) , and within 2.5 miles each side
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of the New Orleans VORTAC 043° radial ex­
tending from the 5-mile radius area to 23 
miles northeast of the VORTAC.

The proposed transition area will provide 
airspace protection for aircraft executing ap­
proach/ departure procedures proposed at the 
Slidell Airport, Slidell, La. The southwest­
erly extension to the proposed transition area 
is based on the New Orleans VORTAC 043 ° 
true (038° magnetic) radial.

This amendment is proposed under 
the authority of section 307(a), Federal 
Aviation Aot of 1958 (49 U.S.C. 1348), 
and of section 6 (c ), of the Department of 
Transportation Act (49 U.S.C. 1655(c)).

Issued in Fort Worth, Tex., on Sep­
tember 18, 1969.

A .  L .  C o u l t e r ,
Acting Director, Southwest Region.

[F.R. Doc. 69-11525; Filed, Sept. 26, 1969;
8:46 a.m.]

[14  CFR Part 71 1 
[Airspace Docket No. 69—SW-61] 

TRANSITION AREA 
Proposed Designation

The Federal Aviation Administration 
is considering amending Part 71 of the 
Federal Aviation Regulations to desig­
nate a 700-foot transition area at Patter­
son, La.

Interested persons may submit such 
written data, views or arguments as they 
may desire. Communications should be 
submitted in triplicate to the Chief, Air 
Traffic Division, Southwest Region, Fed­
eral Aviation Administration, Post Office 
Box 1689, Fort Worth, Tex. 76101. All 
communications received within 30 days 
after publication of this notice in the 
F e d e r a l  R e g is t e r  will be considered be­
fore action is taken on the proposed 
amendment. No public hearing is con­
templated at this time, but arrange­
ments for informal conferences with 
Federal Aviation Administration officials 
may be made by contacting the Chief, 
Air Traffic Division. Any data, views, or 
arguments presented during such confer­
ences must also be submitted in writing 
in accordance with this notice in order to 
become part of the record for considera­
tion. The proposal contained in this 
notice may be changed in the light of 
comments received.

• The official docket will be available for 
examination by interested persons at 
the Office of the Regional Counsel, 
Southwest Region, Federal Aviation Ad­
ministration, Fort Worth, Tex. An in­
formal docket will also be available for 
examination at the Office of the Chief, 
Air Traffic Division.

It is proposed to amend Part 71 of the 
Federal Aviation Regulations as herein­
after set forth.

In § 71.181 (34 F.R. 4637), the following 
transition area is added:

Patterson, La.
That airspace extending upward from 700 

feet above the surface within a 5-mile radius 
of Harry P. Williams Memorial Airport (lat. 
29°42'40" N., long. 91°20'18" W .), within 2.5 
miles each side of the Tibby VORTAC 276°

PROPOSED RULE MAKING
radial extending from the 5-mile radius area 
to 24 miles west of the VORTAC, and within 
3.5 miles each side of the 228° bearing from 
the Patterson RBN (lat. 29°42'32" N., long. 
91°20'14” W .) extending from the 5-mlle 
radius area to 11.5 miles southwest of the 
RBN.

The proposed transition area will provide 
controlled airspace for aircraft executing 
approach/departure procedures proposed at 
the Harry P. Williams Memorial Airport, Pat­
terson, La. The easterly extension to the pro­
posed transition area is based on the Tibby 
VORTAC 276° true (270° magnetic) radial; 
the southwesterly extension is based on the 
228° true (222° magnetic) bearing from the 
proposed Patterson RBN.

Additional controlled airspace extending 
upward from 1,200 feet above the surface will 
be required; however, it will be included in 
a separate proposal to consolidate aU 1,200- 
foot- transition areas within the State of 
Louisiana into one 1,200-foot transition area.

This amendment is proposed under the 
authority of section 307(a) of the Fed­
eral Aviation Act of 1958 (49 U.S.C. 1348, 
and of section 6(c) of the Department of 
Transportation Act (49 U.S.C. 1655(c)).

Issued in Fort Worth, Tex., on SeptemT 
ber 18, 1969.

A . L .  C o u l t e r ,
Acting Director, Southwest Region.

[F.R. Doc. 69-11526; Filed, Sept. 26, 1969;
8:46 a.m.]

FEDERAL COMMUNICATIONS 
COMMISSION

[ 47 CFR Part 95 ]
[Docket No. 18625; RM-1388]

CITIZENS RADIO SERVICE
Order Extending Time for Filing 

Comments
In the matter of amendment of § 95.83

(a) (14) of the Citizens Radio Service 
rules to permit transmission of communi­
cations relating to street and highway 
traffic conditions.

1. The California Citizens Band As­
sociation, Inc., has requested an 80-day 
extension of time for filing comments on 
the Commission’s proposal (FCC 69-850) 
in this proceeding which was released on 
August 8,1969. The notice called for com­
ments on or before September 15, 1969, 
and reply comments on or before Sep­
tember 25, 1969.

2. In support of its request, California 
Citizens Band Association stated that it 
required additional time in which to 
furnish constructive comments, and that 
a later expiration date on which to file 
comments will enable a larger number 
of interested persons to be apprised of 
the Commission’s proposal through “Cit­
izens Band” magazines published in the 
latter part of September.

3. It appears that the public interest 
would be served by a short extension of 
the present filing times, but an additional 
80 days is not required.

4. Accordingly, it is ordered, Pursuant 
to § 0.331(b) (4) of the Commission’s 
rules, that the time for filing comments 
in the above-captioned proceeding is ex­
tended to October 15, 1969, and the time 
for filing reply comments is extended to 
October 27, 1969.

Adopted: September 19,1969. 
Released: September 22, 1969.

F e d e r a l  C o m m u n ic a t io n s  
C o m m i s s i o n ,

[ s e a l ]  J. E. B a r r ,
Chief, Safety and Special 

Radio Services Bureau.
[F.R. Doc. 69-11542; Filed, Sept. 26, 1969; 

8:48 a.m.]

FEDERAL HOME LOAN BANK BOARD
[12  CFR Part 563 1

[No. 23,377]

FEDERAL SAVINGS AND LOAN 
INSURANCE CORPORATION

Proposed Amendment Relating to Ac­
counting for Gains and Losses With
Respect to Transactions in Securities 

S e p t e m b e r  23,1969.
Resolved, that the Federal Home Loan 

Bank Board considers it advisable to pre­
scribe regulations for accounting by in­
sured institutions for gains and losses 
on the disposition of securities and to 
provide for deferral of gains and losses 
on dispositions made for the purpose of 
meeting liquidity requirements, and it 
hereby proposes to amend Part 563 of 
the rules and regulations for Insurance 
of Accounts (12 CFR Part 563) by add­
ing a new § 563.23-2, immediately after 
§ 563.23-1 thereof, to read as follows;
§ 563.23—2 Accounting for gains and 

losses with respect to transactions in 
securities.

(a) Recognition of gains and losses. 
Except as hereinafter provided, gains 
and losses (net of related taxes) result­
ing from the disposition of securities 
shall be recognized on an insured insti­
tution’s books at the time realized. How­
ever, an insured institution may elect to 
defer and amortize all gains and losses 
(net of related taxes) resulting from the 
disposition, on or prior to December 31, 
1971, of any securities, if such disposi­
tion is part of a plan adopted for the 
purpose of meeting the liquidity require­
ments contained in Part 523 of this chap­
ter. Such election, once made, shall be 
consistently followed with respect to all 
transactions in securities entered in|o for 
liquidity purposes during the period be­
ginning on the effective date of this sec­
tion and ending December 31, 1971, ana 
with respect to all related reinvestment 
transactions entered into thereafter.

(b) Making of election to defer gains 
and losses. The election referred to in 
paragraph (a) of this section shall be
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made by the insured institution’s board 
of directors in a resolution specifically 
referring to the provisions of this 
section.

(c) Deferral and amortization of gains 
and losses. An insured institution which 
elects to defer and amortize gains and 
losses on the disposition of securities as 
provided in paragraph (a) of this section 
shell account for such gains and losses 
as follows:

(1) Gains shall be deferred by a credit 
to an account descriptive of deferred 
profit; losses shall be deferred by a debit 
to an account descriptive of deferred 
losses. Gains and losses so deferred shall 
thereafter be credited or debited, as ap­
propriate, to an account descriptive of 
income from the related securities, at 
least quarterly, in equal amounts over a 
period not in excess of the lesser of (i) 
the period ending on the maturity date 
of the security disposed of or (ii) 10 
years. For convenience, deferred bal­
ances may be grouped by average re­
maining period of amortization.

(2) Where an amount has been de­
ferred and the security acquired in the 
transaction is subsequently disposed of 
in a transaction which results in a reduc­
tion, for a period in excess of 45 days, of 
the total amount of securities held for 
liquidity purposes, any gain or loss re­
sulting from such transaction shall be 
recognized, and the related unamortized 
balance of the amount deferred shall be 
treated as an adjustment of such gain 
or loss.

(d) Maintenance of records. An insti­
tution which, pursuant to paragraph (a) 
of this section, elects to defer and amor­
tize gains and losses on security transac­
tions shall maintain such records and 
follow such accounting practices as the 
Corporation may deem necessary for 
compliance with this section.
(Sec. 5A, 47 Stat. 727, as added by 64 Stat. 
256, as amended by sec. 4, Public Law 90- 
505, 82 Stat. 856, secs. 402, 403, 48 Stat. 1256, 
1257, as amended; 12 IT.S.C. 1425a, 1725, 1726. 
fceorg. Plan No. 3 of 1947, 12 F.R. 4981, 3 
CPR> 1943-1948 Comp., p. 1071)

Resolved further that interested per­
sons are invited to submit written data, 
views, and arguments to the Office of the 
Secretary, Federal Home Loan Bank 
Board, 101 Indiana Avenue NW., Wash­
ington, D.C. 20552, by October 27, 1969, 
as to whether this proposal should be 
adopted, rejected, or modified. Written 
material submitted will be available for 
public inspection at the above address 
Un*®®sconfidential treatment is requested 
or the material would not be made avail­
able to the public or otherwise disclosed 
under § 505.6 of the general regulations 
of the Federal Home Loan Bank Board 
(12 CFR 505.6).

By the Federal Home Loan Bank 
Board.

[ s e a l ]  G r e n v i l l e  L. M i l l a r d , Jr.,
Assistant Secretary. 

lPR- Doc- 69-11554; Piled, Sept. 26, 1969;
8:49 a.m.]

PROPOSED RULE MAKING 

[ 12 CFR Parts 561, 571 1
[No. 23,376]

FEDERAL SAVINGS AND LOAN 
INSURANCE CORPORATION 

Proposed Amendments Relating to
Definitions of “Specified Assets”,
“Government Obligations”, and
“Cash”

S e p t e m b e r  23,1969.
Resolved that the Federal Home Loan 

Bank Board considers it advisable to 
amend Parts 561 and 571 of the rules and 
regulations for insurance of accounts 
(12 CFR Parts 561, 571) by (1) revising 
the definitions of the terms “specified 
assets” and “Government obligations” 
and (2) revoking the definition of the 
term “cash” and rescinding a related 
statement of policy to reflect certain 
changes proposed to be made in Part 523 
of the regulations for the Federal Home 
Loan Bank System (12 CFR Part 523) 
regarding liquidity for members of such, 
system. Accordingly, it hereby proposes 
to amend Parts 561 and 571 as follows:

1. Revise paragraph (a) of § 561.17 to 
read as follows:
§ 561.17 Specified assets.

(a ) The term “specified assets” means 
the total assets of an insured institution 
less-the institution’s assets, including any 
accrued interest thereon, which qualify 
as liquid assets, as defined in paragraph
(c) of § 523.10 of this chapter, or would 
so qualify except for the maturity lim­
itations contained in such paragraph, 
Government obligations and accrued in­
terest thereon, Federal Home Loan Bank 
stock, prepaid Federal Savings and Loan 
Insurance Corporation premiums, loans 
secured by Government obligations, loans 
in process, loans on the security of the 
institution’s share accounts, investments 
(other than in capital stock) in other 
institutions insured by the Federal Sav­
ings and Loan Insurance Corporation 
and in institutions insured by the Fed­
eral Deposit Insurance Corporation, and 
the institution’s actual investments in 
insured and guaranteed loans and guar­
anteed obligations.

* * * * *
2. Revoke § 561.18, defining the term 

“cash”.
3. Revise § 561.19 to read as follows: 

§ 561.19 Government obligations.
The term “Government obligations” 

means obligations of, or guaranteed or 
insured by, or special obligations (as they 
may hereinafter be defined by the 
Board) issued by, the United States; or 
obligations, participations, or other in­
struments of or issued by, or fully guar­
anteed as to principal and interest by, 
an agency or instrumentality of the 
United States named in paragraph
(a )(3 ) of § 523.10 of this chapter.

4. Rescind § 571.2, a statement of 
policy relating to inclusion of time de­
posits as cash.
(Sec. 5A, 47 Stat. 727, as added by 64 Stat. 
256, as amended by sec. 4, Public Law 90-505,

14899

82 Stat. 856, secs. 402, 403, 48 Stat. 1256, 1257, 
as amended; 12 U.S.C. 1425a, 1725, 1726. 
Reorg. Plan No. 3 of 1947,12 F U . 4981, 3 CFR, 
1943-1948 Comp., p. 1071)

Resolved further that interested per­
sons are invited to submit written data, 
views, and arguments to the Office of 
the Secretary, Federal Home Loan Bank 
Board, 101 Indiana Avenue NW., Wash­
ington, D.C. 20552, by October 27, 1969, 
as to whether this proposal should be 
adopted, rejected, or modified. Written 
material submitted will be available for 
public inspection at the above address 
unless confidential treatment is re­
quested or the material would not be 
made available to the public or otherwise 
disclosed under § 505.6 of the General 
Regulations of the Federal Home Loan 
Bank Board (12 CFR 505.6).

By the Federal Home Loan Bank 
Board.

[ s e a l ]  G r e n v i l l e  L. M i l l a r d , Jr.,
Assistant Secretary.

[F.R. Doc. 69—11555; Filed, Sept. 26, 1969;
8:49 a.m.]

[12 CFR Parts 523, 531 ]
[No. 23,374]

FEDERAL HOME LOAN BANK SYSTEM
Proposed Amendments Relating to

Liquidity
S e p t e m b e r  23,1969.

Resolved That the Federal Home Loan 
Bank Board considers it advisable to 
amend Parts 523 and 531 of the regula­
tions for the Federal Home Loan Bank 
System (12 CFR Parts 523, 531) for the 
purpose of implementing section 4 of 
Public Law 90-505, approved Septem­
ber 21, 1968, which amended section 5A 
of the Federal Home Loan Bank Act (12 
U.S.C. 1425a), by prescribing regulations 
regarding liquidity requirements for 
members of the Federal Home Loan 
Bank System. Accordingly, it hereby pro­
poses to amend Parts 523 and 531 as 
follows:

1. Amend the heading after § 523.9 to 
read as follows:

L i q u i d i t y

2. Delete the present provisions of 
§ 523.12, which relates to liquidity of 
members.

3. Rescind §§ 531.6 and 531.7, state­
ments of policy relating to the present 
provisions of § 523.12.

4. Add new §§ 523.10 and 523.14 to 
read as follows:
§ 523.10 Definitions.

For the purposes of this section, 
§§ 523.11, and 523.12:

(a) The term “obligation of the United 
States” means an evidence of indebted­
ness issued by the United States, or by 
any agency or instrumentality of the 
United States if fully guaranteed as to
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principal and interest by the United 
States.

(b) The term “insured bank” means 
a bank whose deposits are insured by 
the Federal Deposit Insurance Corpora­
tion and which is not under the control 
or in the possession of any supervisory 
authority.

(c) Liquid assets. Prior to January I, 
1972, the term “liquid assets” means the 
total of cash on hand and the book value 
of unpledged assets specified in sub- 
paragraphs (1) through (6) of this 
paragraph, without regard to the 
maturity limitation contained in sub- 
paragraph (2.). Beginning January 1, 
1972, the term “liquid assets” means the 
total of cash on hand and the book 
value of the following unpledged assets:

(1) Deposits in a Federal Home Loan 
Bank and demand deposits in an insured 
bank;

(2) Obligations of the United States 
having a remaining period to maturity 
of not more than 5 years;

(3) Obligations issued, or fully 
guaranteed as to principal and interest, 
by the following agencies or instru­
mentalities of the United States and 
having a remaining period to maturity 
of not more than 5 years:

(i) A Federal Home Loan Bank or 
Banks,

(ii) The Federal National Mortgage 
Association,

(iii) The Government National 
Mortgage Association,

(iv) A  Bank or Banks for Coopera­
tives, including the Central Bank for 
Cooperatives,

(v) A Federal Land Bank or Banks,
(vi) A Federal Intermediate Credit 

Bank or Banks,
(vii) The Tennessee Valley Authority,
(viii) The Export-Import Bank of the 

United States, or
(ix) The Commodity Credit Corpora­

tion.
(4) Time deposits in an insured bank, 

if:
(i) The total of all time deposits of the 

same member in the same bank does not 
exceed the greater of (a) one-fourth of 
1 percent of the total deposits of such 
bank (calculated on the basis of total de­
posits of such bank as shown by its last 
published statement of condition preced­
ing the date such deposit is made or ac­
quired by a member), or (b ) $15,000;

(ii) No consideration, other than dis­
counting to a current market rate of in­
terest, is received by the member from a 
third party in connection with the mak­
ing or acquiring of such deposits by the 
member; and

(iii) The remaining periods to matu­
rity of such deposits are not more than 
1 year and such deposits are negotiable, 
or, in the' case of time deposits which may 
not be withdrawn without notice, the 
notice periods do not exceed 90 days;

(5) Bankers’ acceptances of an insured 
bank if:

(i) The total of all such acceptances 
of the same bank held by the same mem­
ber does not exceed one-fourth of 1 
percent of the total deposits of such bank 
(calculated on the basis of total deposits 
of such bank as shown by its last pub-

PROPOSED RULE MAKING
lished statement of condition preceding 
the date of such acquisition);

(ii) No consideration, other than dis­
counting to a current market rate of in­
terest, iif received by the member from a 
third party in connection with the ac­
quisition of such acceptances; and

(Mi) The remaining periods to matu­
rity of such acceptances are not more 
than 6 months; and

(6) General obligations of any State, 
territory, or possession of the United 
States, or political subdivision of any of 
the foregoing, i f :

(i) Such obligations are rated in one 
of the four highest grades as shown by 
the most recently published rating made 
of such obligations by a nationally rec­
ognized investment rating service; and

(ii) The remaining periods to maturity 
of such obligations are not more than 2 
years.

(d) Short-term liquid assets. The term 
“short-term liquid assets” means the 
total of cash on hand and the book 
value of the following unpledged assets:

(1) Deposits specified in subpara­
graph (1) of paragraph (c) of this 
section;

(2) Obligations specified in subpara­
graphs (2) and (3) of paragraph (c) of 
this section which have a remaining 
period to maturity of not more than 18 
months;

(3) Time deposits specified in subpara­
graph (4) of paragraph (c) of this sec­
tion which

CD Are negotiable and have a re­
maining period to maturity of not more 
than 6 months; or

(ii> If withdrawable only after notice, 
require notice of not more than 90 days; 
and

(4) Bankers’ acceptances specified in 
subparagraph (5) .of paragraph (c) of 
this section.

(e) The term “net withdrawable ac­
counts” means the amount of all with­
drawable accounts less the unpaid 
balance of all loans on the security of 
such accounts.

it) The term “short-term borrowings” 
means borrowings which are payable on 
demand or which are due for payment in 
1 year or less.
§ 523.11 Liquidity requirements.

Except as otherwise provided in para­
graph (e) of this section, the liquidity re­
quirements for each member shall be the 
following:

(a) Liquid assets of member other 
than an insurance company. For each 
calendar month, each member, other 
than an insurance company, shall main­
tain an average daily balance of liquid 
assets in an amount not less than the 
amount obtained by multiplying (1) the 
member’s average daUy balance for the 
preceding calendar month of its net 
withdrawable accounts and short-term 
borrowings by (2) such percentage (not 
less than 4 percent or more than 1(1 per­
cent) as the Board may prescribe from 
time to time.

(b) Short-term liquid assets of mem­
ber other than an insurance company . 
For each calendar month beginning Jan­
uary 1972, each member, other than an

insurance company, shall maintain an 
average daily balance of short-term liq­
uid assets in an amount not less than 2 
percent of the member’s average daily 
balance for the preceding calendar 
month of its net withdrawable accounts 
and short-term borrowings.

(c) Liquid assets of member insurance 
company. For each calendar month, each, 
member insurance company shall main­
tain an average daily balance of liquid 
assets in an amount not less than the 
amount obtained by multiplying (1) the 
member’s average daily balance for the 
preceding calendar month of its policy 
reserve required by State law and short­
term borrowings by (2) such percentage 
(not less than 4 percent or more than 
10 percent) as the Board may prescribe 
from time to time.

(d) Calculation of average daily bal­
ances. (1) For the purposes of this sec­
tion and § 523.12, the “average daily bal­
ance of its net withdrawable accounts 
and short-term borrowings” and “aver­
age daily balance of its policy reserve 
required by State law and short-term 
borrowings” shall be calculated by:

(1) Adding the amounts of the mem­
ber’s net withdrawable accounts, or in 
the case of a member insurance company 
its policy reserve required by State law, 
as of the close of each business day in a 
calendar month and, for any nonbusiness 
day, as of the close of the nearest pre­
ceding business day;

(ii) Adding the amounts of the mem­
ber’s short-term borrowings as of the 
close of each business day in the calendar 
month and, for any nonbusiness day, as 
of the close of the nearest preceding 
business day;

(iii) Adding the amounts obtained 
pursuant to items (i) and (n) of this 
subparagraph; and

(iv) Dividing the total amount ob­
tained pursuant to item (iii) of this sub- 
paragraph by the number of days in such 
month.

(2) For the purposes of this section 
and § 523.12, the “average daily balance 
of liquid assets” and “average daily bal­
ance of short-term liquid assets”,, respec­
tively, shall be calculated by adding the 
amount of the member’s liquid assets, 
or short-term liquid assets, respectively,, 
as of the close of each business day in a 
calendar month, and, for any nonbusi­
ness day, as of the close of the nearest 
preceding business day, and by dividing 
the total amount obtaihed by the num­
ber of days in such month.

(e) Reduction and suspension of Ur 
quidity requirements. Whenever the 
Board deems it advisable in. order to en­
able a member to meet withdrawals or to 
pay obligations, the Board may, to such 
extent and subject to such conditions as 
it may prescribe, permit the member to 
reduce its liquidity below the minimum 
amount required by paragraphs (a ), (B) 
and (c) of this section. Whenever the 
Board determines that conditions of na­
tional emergency or unusual economic 
stress exist, the Board may suspend any 
part or all of the, liquidity requirements 
of paragraph (a ) , (b ) , and (c) of this 
section for such period as the Board may
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prescribe. Any such suspension, unless 
sooner terminated by its terms or by the 
Board, shall terminate at the expiration 
of 90 days next after its commencement, 
but nothing in this sentence shall pre­
vent the Board from again suspending 
any part or all of such liquidity require­
ments before, at, or after any such 
termination. > *
§ 523.12 Deficiencies and penalties.

(a) Calculation of deficiency. Cl) Ex­
cept as provided in subparagraph (2) of 
this paragraph, a member’s liquid assets 
for any calendar month are deficient in 
the amount that the member’s average 
daily balance of liquid assets for such 
calendar month is less than the mini­
mum amount of liquid assets required 
pursuant to § 523.11. Except as provided 
in subparagraph (2) of this paragraph, 
for each calendar month beginning Jan­
uary 1972, the short-term liquid assets 
of a member other than an insurance 
company, are deficient in the amount 
that the member’s average daily balance 
of short-term liquid assets for such cal­
endar month is less than the minimum 
amount of short-term liquid assets re­
quired pursuant to § 523.11.

(2) A member, other than an insur­
ance company, may reduce any defi­
ciency calculated pursuant to subpara­
graph (1) of this paragraph (i) with 
respect to the first month of a Current 
distribution period, by the amount of the 
member’s aggregate net withdrawals 
(excess of withdrawals over cash savings 
received) ftrom withdrawable accounts 
during the last 3 business days of the 
immediately preceding month and the 
first 10 calendar days of the current 
month, and (ii) with respect to the sec­
ond month of the same current distribu­
tion period, by one-half of such amount 
of aggregate net withdrawals: Provided, 
That any deficiency for any month cal­
culated pursuant to subparagraph (1) 
of this paragraph shall not be reduced 
pursuant to this subparagraph by more 
than 2 percent of the member’s average 
daily balance of its net withdrawable ac­
counts and short-term borrowings for 
the last calendar month of the immedi­
ately preceding distribution period.

(b) Calculation of penalty. The amount 
of penalty for any deficiency calculated 
pursuant to paragraph (a) of this sec­
tion shall be determined by each member 
by multiplying the amount of such defi­
ciency by one-twelfth of the sum of 2 
percent and the annual interest rate for 
advances of 1 year or less charged by 
the member’s Bank on the last day of 
the month in which such deficiency oc­
curred. If there is a deficiency in the 
same calendar month in both the aver­
age daily balance of liquid assets and 
T^l't'term liquid assets, the penalty 
shall shall be calculated only on the 
arger deficiency. No penalty shall be cal­
culated on any deficiency of $5,000 or 
ess unless the Board shall otherwise 
direct in a specific case.

(c) Assessment of penalty; compro- 
¡¡¡*e^emission, or mitigation. The Board

reby assesses a penalty against each 
member in the amount calculated pur­

suant to paragraph (b) of this section. 
For good cause shown, the Board may, 
upon application by a member submitted 
through the Bank of which it is a mem­
ber, compromise, remit, or mitigate in 
whole or in part any penalty herein 
assessed before collection thereof.
§ 523.13 Reports; records.

(a ) Reports. If there is a deficiency 
pursuant to the provisions of paragraph
(a) of § 523.12 and a penalty is assessed 
pursuant to the provisions of paragraph
(c) of § 523.12, the member shall submit 
to the Bank of which it is a member, not 
later than the 10th day of the month 
following the month for which the 
penalty is assessed, a report with respect 
to such penalty and related matters in 
form prescribed by the Board. Copies of 
this form may be obtained from the 
Federal Home Loan Bank Board, Wash­
ington, D.C., on from any Bank.

(b ) . Records. Each member shall main­
tain such records as may be required to 
verify such member’s compliance with 
the liquidity requirements prescribed by 
the Board. Such records shall be made 
available to the Board, or its represent­
atives, during the course of each super­
visory examination and at such other 
times as the Board may direct.
§ 523.14 Payment of penalty.

At the time each report, is submitted 
pursuant to the requirements of para­
graph (a) of § 523.13, the member shall 
enclose with such report a check, pay­
able to the Bank of which it is a member, 
in the amount of the penalty assessed for 
the month covered in such report, unless 
the member makes the application re­
ferred to in paragraph (c) of § 523.12.
(Sec. 5A, 47 Stat. 727, as added by 64 Stat. 
256, as amended by sec. 4, Public Law 90-505, 
82 Stat. 856, sec. 17, 47 Stat. 736, as amended; 
12 U.S.C. 1425a, 1437. Reorg. Plan No. 3 oi 
1947, 12 P.R. 4981, 3 CFR, 1943-1948 Comp., 
p. 1071)

Resolved further that interested per­
sons are invited to submit written data, 
views, and arguments to the Office of the 
Secretary, Federal Home Loan Bank 
Board, 101 Indiana Avenue NW., Wash­
ington, D.C. 20552, by October 27, 1969, 
as to whether this proposal should be 
adopted, rejected, or modified. Written 
material submitted will be available for 
public inspection at the above address 
unless confidential treatment is requested 
or the material would not be made avail­
able to the public or otherwise disclosed 
under § 505.6 of the general regulations 
of the Federal Home Loan Bank Board 
(12 CFR 505.6).

Resolved further that a hearing will 
begin on October 27, 1969, at 10 a.m., 
e.s.t., in Suite 610, Railway Labor Build­
ing, 400 First Street NW., Washington, 
D.C., before a Hearing Officer designated 
by the Federal Home Loan Bank Board, 
for the purpose of receiving evidence, oral 
views, and arguments as to whether this 
proposal should be adopted, rejected, or 
modified. Interested persons, or their au­
thorized representatives, who intend to 
appear at such hearing are requested to 
send written notice of such intention to 
the Secretary, Federal Home Loan Bank

Board, 101 Indiana Avenue NW., Wash­
ington, D.C., on or before October 20, 
1969.

By the Federal Home Loan Bank 
Board.

[ s e a l ]  G r e n v i l l e  L. M i l l a r d , Jr.,
Assistant Secretary.

[P.R. Doc. 69-11556; Filed, Sept. 26, 1969; 
8:49 a.m.]

[No. 23,375]

[12 CFR Parts 545, 556 1
FEDERAL SAVINGS AND LOAN 

SYSTEM
Proposed Amendments Relating to

Liquidity, Investments, Securities,
and Related Matters

S e p t e m b e r  23, 1969.
Resolved that the Federal Home Loan 

Bank Board considers it advisable to 
amend Parts 545 and 556 of the rules and 
regulations for the Federal Savings and 
Loan System (12 CFR Parts 545, 556) 
for the purposes of (1) implementing the 
authority contained in section 5 of Pub­
lic Law 90-505, approved September 21, 
1968, which amended section 5 of the 
Home Owners’ Loan Act of 1933 (12 
U.S.C. 1464) to permit Federal savings 
and loan associations to invest in any 
asset which qualifies for use in meet­
ing the liquidity requirements imposed 
on them pursuant to section 5A of the 
Federal Home Loan Bank Act (12 U.S.C: 
1425a), as amended by section 4 of Pub­
lic Law 90-505, and (2) reflecting cer­
tain other changes relating to liquidity 
made by said provisions of Public Law 
90-505- Accordingly, it hereby proposes 
to amend said Parts 545 and 556 as 
follows:

1. Revise paragraph (a ) of § 545.6-20 
to read as follows:
§ 545.6—20 Loans and investments guar­

anteed under the Foreign Assistance 
Act of 1961.

(a) General provisions. Without re­
gard to any other provision of this part 
except § 545.6-8, a Federal association 
which has a Charter in the form of 
Charter K  (rev.) or Charter N may in­
vest in loans and interests in loans pay­
able in U.S. dollars and guaranteed by 
the President under § 224 of the Foreign 
Assistance Act of 1961, as amended, and 
in housing project loans and interests 
therein so payable and guaranteed by 
the President under § 221 of that act, 
subject to the provisions of this section. 
The aggregate principal amount of such 
investments outstanding at any one time 
shall not exceed 1 percent of the assets 
of the association.

$ * * * *
2. Revise § 545.6-21 to read as follows: 

§ 545.6—21 Loans on securities.
A Federal association which has a 

Charter in the form of Charter K  (rev.) 
or Charter N  may invest in loans secured 
by obligations of, or fully guaranteed as 
to principal and interest by, the United
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States, or by obligations, participations, 
or other instruments of or issued by, or 
fully guaranteed as to principal and in­
terest by, an agency or instrumentality 
of the United States named in paragraph
(c) (3) of § 523.10 of this chapter, if:

(a) The borrower is a financial insti­
tution the accounts of which are insured 
by the Federal Deposit Insurance Cor­
poration or the Federal Savings and 
Loan Insurance Corporation, or is a 
broker or dealer registered with the 
Securities and Exchange Commission;

(b) The market value of the securities 
for each such loan is at least equal to 
the amount of such loan at the time it is 
made; and

(c) The loans take the form of a pur­
chase of securities by the Federal asso­
ciation with an agreement by the asso­
ciation to release the securities and by 
the borrower to reacquire the securities 
at a specified price.
§ 545.8-2 [Deleted]

3. Delete § 545.8-2, which relates to 
required holdings of cash and obligations 
of the United States.

4. Revise § 545.8-3 to read as follows:
§ 545.8—5 Insured loans for title pur­

chase.
Without regard to any other provision 

of this part except § 545.6-8, a Federal 
association which has a Charter in the 
form of Charter K  (rev.) or Charter N  
may invest in loans, or interests therein, 
made for the purpose of financing the 
purchase by homeowners of the fee sim­
ple title to property on which their 
homes are located and as to which the 
association has the benefit of insurance 
under section 240 of the National Hous­
ing Act, as amended, or of a commit­
ment or agreement for such insurance.

5. Revise § 545.9 to read as follows:
§ 545.9 Securities and other investments.

A Federal association may invest in 
the following:

(a ) Any assets which qualify as liquid 
assets, as defined in paragraph (c) of 
§ 523.10 of this chapter, and any assets, 
other than bankers’ acceptances, which 
would so qualify except for the maturity 
limitation contained in such paragraph;

(b) Any obligations fully guaranteed 
as to principal and interest by the United 
States;

(c) Any participations or other in­
struments of or issued by, or fully guar­
anteed as to principal and interest by, 
the Federal National Mortgage Associ­
ation, the Government National Mort­
gage Association, or any other agency 
of the United States named in paragraph
(c) (3) of § 523.10 of this chapter;

(d) Any general obligations of any 
political subdivision of a State (including 
the District of Columbia, the Common­
wealth of Puerto Rico and the posses­
sions of the United States) in which the 
association’s home office or branch of­
fice is located: Provided, That invest­
ments in such obligations which are not 
in the four highest grades as shown, by 
the most recently published ratings made 
of such obligations by a nationally recog­
nized investment service shall not be

made in an aggregate amount exceed­
ing 1. percent of the association’s assets; 
or

(e) The stock of a Federal Home 
Loan Bank or the Federal National 
Mortgage Association.
§ 545.9-3 [Revoked]

6. Revoke § 545.9-3, which relates to 
investments in time deposits.
§ 556.1 [Rescinded]

7. Rescind § 556.1, a statement of 
policy relating to inclusion of time de­
posits as cash.
(Sec. 5A, 47 Stat. 727, as added by 64 Stat. 
256, as amended by sec. 4, Public Law 90-505, 
82 Stat. 856, sec. 5, 48 Stat. 132, as amended 
by sec. 5, Public Law 90-505, 82 Stat. 858; 
12 U.S.C. 1425a, 1464. Reorg. Plan No. 3 of 
1947, 12 F.R. 4981, 3 CSFR, 1943-1948 Comp., 
p. 1071)

Resolved further that interested per­
sons are invited to submit written data, 
views, and arguments to the Office of the 
Secretary, Federal Home Loan Bank 
Board. 101 Indiana Avenue NW., Wash­
ington, D.C. 20552, by October 27, 1969, 
as to whether this proposal should be 
adopted, rejected, or modified. Written 
material submitted will be available for 
public inspection at the above address 
unless confidential treatment is requested 
or the material would not be made avail­
able to the public or otherwise disclosed 
under § 505.6 of the general regulations 
of the Federal Home Loan Bank Board 
(12 CFR 505.6).

By the Federal Home Loan Bank 
Board.

[ s e a l ]  G r e n v i l l e  L. M i l l a r d , Jr.,
Assistant Secretary .

[F.R. Doc. 69-11557; Filed, Sept, 26, 1969;
8:49 a.m.]

FEDERAL RESERVE SYSTEM
E 12 CFR Parts 204, 2T7 J

[Regs. D, Q ]

RESERVES OF MEMBER BANKS;
INTEREST ON DEPOSITS

Certain Borrowings Classified as 
Deposits

On June 27, 1969, the Board of Gov­
ernors published for comment proposed 
amendments to Part 204 (Regulation D ) 
and Part 217. (Regulation Q) designed 
mainly to narrow the category of so- 
called “Federal funds” transactions that 
are exempt from such regulations ( F e d ­
e r a l  R e g is t e r  of July 9, 1969, 34 F  JR. 
11384) }  In view of comments received,

1 Tbe June 27 proposal was a reoffering of 
the Board’s Sept. 25.1968, notice of proposed 
rule making (Federal Register of Oct. L 
1968', 33 F.R. 14648), so far as the earlier 
proposal related to bringing a bank’s lia­
bilities on nondocumentary “nondeposit” 
obligations within the coverage of Regula­
tions D and Q. Adoption of the proposal of­
fered for comment at this time would com­
plete the Board’s action on the Sept. 25, 
1968, proposal as well a& the June 27, 1969, 
proposal.

the complexity of the issues involved and 
related actions taken by the Board sub­
sequent to the June 27 proposal, the 
Board considers that it would be in the 
public interest to publish the present 
revised proposal for further comment.

In  the Board’s view, four classes of 
Federal funds “purchases” and other 
short-term borrowings by member banks 
should be excluded from the provisions 
of Regulations D and Q. Borrowings 
from other banks are one such class, be­
cause these are necessary for effective 
functioning of the Federal funds market, 
which is useful in the implementation of 
monetary policy. Two other classes are
(a ) “repurchase” (RP) transactions in 
Government and Federal agency securi­
ties eligible for Federal Reserve purchase 
and (b) Federal funds borrowings from 
securities dealers arising from the clear­
ance of securities, both of which facili­
tate the effective functioning of U.S. 
financial markets. Finally, the Board 
considers that it is appropriate to per­
mit short-term borrowings by member 
banks from various governmental insti­
tutions outside the basic provisions of 
Regulations D  and Q.

With this view in mind, the Board is 
considering amending section 204.1(f) of 
Regulation D  to read as follows:
§ 204.1 Definitions.

* * *  * *

(f) Deposits as including certain 
promissory notes. and other obligations. 
For the purposes of this part, the term 
“deposits” also includes a member bank’s 
liability on any promissory note, ac­
knowledgment of advance, due bill, or 
similar obligation (written or oral) that 
is issued or undertaken by a member 
bank principally as a means of obtaining 
funds to be used in its banking business, 
except any such obligation that:

(1) Is issued to, and held for the ac­
count of,, (i) a domestic banking office61 
of a bank, (ii) an “Edge” or “Agreement” 
corporation operating under section 25
(a ) or section 25 of the Federal Reserve 
Act, or (iii) an agency of the United 
States;

C2) Evidences an indebtedness arising 
from a transfer of direct obligations of, 
or obligations that are fully guaranteed 
as to principal and interest by,, the United 
States or any agency thereof that the 
bank is obligated to repurchase;

(3) Has an original maturity of more 
than 2 years, is unsecured, and states 
expressly that it is subordinated to the 
claims of depositors; or

(4) Arises from a borrowing by a 
member bank from a dealer in securities, 
for 1 business day, of proceeds of a trans­
fer of deposit credit in a Federal Reserve 
Bank (or other immediately available 
funds), commonly referred to as: “Fed­
eral funds”, received by such dealer on 
the date of the loan in connection with 
clearance of securities transactions.

Btt Any banking office in any State of tbe 
United States or the District of Columbia of 
a  bank organized under domestic or foreign 
law.
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This paragraph shall not, however, affect
(i) any instrument issued before June 27, 
1966, or <ii) any instrument that evi­
dences an indebtedness arising from a 
transfer of assets under repurchase 
agreement issued before July 25, 1969.

* * * * *
Section 217.1(f) of Regulation Q would 

be amended to read as follows:
§ 217.1 Definitions.

* * * * *
(f) Deposits as including certain 

promissory notes and other obligations. 
For the purposes of this part, the term 
“deposits” also includes a member bank’s 
liability on any promissory note, ac­
knowledgment of advance, due bill, or 
similar obligation (written or oral) 
that is issued or undertaken by a member 
bank principally as a means of obtaining 
funds 1» be used in its banking business, 
except any such obligation that:

(1) Is issued to, and held for the ac­
count of, (i) a bank, foreign government, 
monetary or financial authority of a for­
eign government when acting as such, or 
international financial institution of 
which the United States is a member,
(ii) an “Edge” or “Agreement” corpora­
tion operating under section 25 (a) or 
section 25 of the Federal Reserve Act, or 
(ii) an agency of the United States;

(2) Evidences an indebtedness arising 
from a transfer of direct obligations of, 
or obligations that are fully guaranteed 
as to principal and interest by, the United 
States or any agency thereof that the 
bank is obligated to repurchase;

(3) Has an original maturity of more 
than 2 years, is unsecured, and states 
expressly that it is subordinated to the 
claims of depositors; or

(4) Arises from a borrowing by a 
member bank from a dealer in securities, 
for l business day, of proceeds of a trans­
fer of deposit credit in a Federal Reserve 
Bank (or other immediately available 
funds), commonly referred to as “Fed­
eral funds”, received by such dealer on 
the date of the loan in connection with 
clearance of securities transactions.
This paragraph shall not, however, af­
fect (i) any instrument issued before 
June 27,1966, or (ii) any instrument that 
evidences an indebtedness arising from 
a transfer of assets under repurchase 
agreement issued before July 25, 1969.

* * * * *
Upon adoption of these proposed 

amendments, the interpretation pub­
lished as § 217.137 (Published Interpre­
tations of the Board, H3261) (“Trans­
fer from deposit account to ‘borrowed 
money’ account and payment of interest 
thereon”) would be revoked.

The principal effect of the proposal 
is to bring within the coverage of Regu­
lations D and Q a member bank’s liability

on a so-called “Federal funds” trans­
action with any person other than a„ 
bank and its subsidiaries, various gov­
ernmental institutions, or a securities 
dealer.*

Under the proposal, a member bank 
tl\at “purchases” Federal funds would 
be under a duty to take such action as 
may be necessary to ascertain the nature 
of the “seller” in order to justify classi­
fication of its liability on the transaction 
as “Federal funds purchased” rather 
than as a deposit. Any member bank 
that has given general assurance to 
another member bank that sales by it of 
Federal funds ordinarily will be for its 
own account, and thereafter executes 
such transactions for the account of 
others, would be expected to indicate the 
nature of the actual lender with respect 
to each such transaction. If it failed to 
do sa, the selling bank would be re­
sponsible for any resulting violation of 
Regulation Q and would be deemed by 
the Board as violating section 19 and 
Regulation Q, since it would have caused 
the purchasing bank’s inadvertent 
nonconformance.

Although the proposal relates mainly 
to the permissible scope of Federal funds 
transactions outside Regulations D  and 
Q, the proposal is also designed to main­
tain the effectiveness of the Board’s 
1966 action under which promissory 
notes issued by a member bank princi­
pally as a means of obtaining funds to 
be used in its banking business are clas­
sified as deposits.8

To the same extent as at present, li­
abilities on borrowings from a bank (in­
cluding a member bank, a nonmember

2 The only liability on a Federal funds 
transaction with a securities dealer that 
would be exempt from the reserve require­
ments and interest rate limitations of Regu­
lations D and Q is one that arises from a 
borrowing for 1 business day of Federal funds 
received by the dealer from the clearance of 
securities transactions on the date of the 
borrowing. The Board considers that the 
option of settling securities transactions in 
Federal funds facilitates the efficient func­
tioning of certain key U.S. securities markets. 
Use of this option might tend to be inhibited 
if dealer sales of such Federal funds to banks 
were subject to the regulations.

8 Where a member bank issues an obliga­
tion principally for another purpose— such 
as usually would be the case with respect to 
a due bill issued to evidence the bank’s 
liability to deliver securities or foreign ex­
change sold— it need not classify its li­
ability thereon as a deposit. However, the 
circumstances surrounding an obligation is­
sued principally for a purpose other than 
obtaining funds for use in the ordinary 
course of business may cause an obligation 
to become subject to Regulation Q— for ex­
ample, if the bank’s liability on a due bill 
extended beyond a period exceeding that 
necessary to complete the securities sale, or 
if the bank paid interest to the customer in 
excess of the amount that accrued on the 
securities sold during the delay in delivery.

commercial bank, a mutual savings bank, 
a cooperative bank, the Export-Import 
Bank of the United States, the Govern­
ment Development Bank in Puerto Rico, 
and a foreign bank) would remain ex­
empt from the reserve requirements and 
interest rate limitations of Regulations 
D and Q. In particular, liabilities on 
borrowings from foreign offices of banks, 
while remaining exempt from Regula­
tion Q, would remain subject to the spe­
cial reserve requirements of § 204.5(c) 
of Regulation D, which became effective 
September 4,1969 (34 F.R. 13409, Aug. 20, 
1969).

New provisions would be added under 
which (1) a member bank’s liability on 
a borrowing from a Federal agency 
would be exempt from Regulations D 
and Q, and (2) a member bank’s liability 
on a borrowing from a foreign govern­
ment, a monetary or financial authority 
of a foreign government when acting as 
such, or an international financial in­
stitution of which the United States is 
a member would be exempt from Regu­
lation Q. If the latter provision is 
adopted, § 204.5(c) of Regulation D  will 
be amended so that the special reserve 
requirement thereof would apply to bor­
rowings from the specified classes of 
institutions, just as are borrowings from 
foreign banking offices.

The proposal applies to nondocumen­
tary obligations as well as documentary 
obligations undertaken by a member 
bank to obtain funds for use in its bank­
ing business. Also, under the proposal, 
in order for any bank liability to another 
bank, Edge or Agreement corporation, 
or certain official institutions to be clas­
sified as a nondeposit, the liability must 
be for the account of such an organiza­
tion. Except for Federal funds trans­
actions, the procedures with respect to 
which have already been described, the 
Board expects that any such liability 
would be issued on a nontransferable 
basis.

To aid in the consideration of this 
matter by the Board, interested persons 
are invited to submit relevant data, 
views, or arguments. Any such material 
should be submitted in writing to the 
Secretary, Board of Governors of the 
Federal Reserve System, Washington, 
D.C. 20551, to be received not later than 
October 20,1969. Under the Board’s rules 
regarding availability of information (12 
CFR Part 261), such materials will be 
made available for inspection and copy­
ing upon request unless the person sub­
mitting the material requests that it be 
considered confidential.

By order of the Board of Governors, 
September 18,1969.

[ seal ]  R obert P. F orrestal,
Assistant Secretary.

[F.R. Doc. 69-11536; Filed, Sept. 26, 1969;
8:47 a.m.j
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DEPARTMENT OF THE INTERIOR
Bureau of Land Management

, [  Serial A  3732]

ARIZONA
Notice of Proposed Classification of 

Public Lands for Transfer Out of 
Federal Ownership

S e p t e m b e r  19, 1969.
1. Pursuant to the Act of September 19, 

1964 (43 U.S.C. 1412), it is proposed to 
classify the public lands and acquired 
lands described below for transfer out of 
Federal ownership by private, State, or 
National Park system exchanges under 
the authority of section 8 of the Act of 
June 28,1934 (48 Stat. 1272), as amended 
(43 U.S.C. 315g); the Act of October 8, 
1964 (78 Stat. 1039, 16 U.S.C. 460n); and 
the Act of September 13, 1962 (76 Stat. 
538, 16 U.S.C. 459c). As used in this or­
der, the term “public lands” means any 
lands withdrawn or reserved by Execu­
tive Order No. 6910 of November 26, 1934, 
as amended, or within a grazing district 
established pursuant to the Act of 
June 28,1934 (48 Stat. 1269), as amended, 
which are not otherwise withdrawn or re­
served for a Federal use or purpose.

The acquired lands involved were ac­
quired under the Bankhead Jones Farm 
Tenant Act and may be transferred only 
by exchange.

2. Publication of this notice has the ef­
fect of segregating the described lands 
from all forms of appropriation under 
the public land laws except those listed 
in section 1 above, including the mining 
and mineral leasing laws.

3. The lands proposed for classifica­
tion in this notice are shown on a map 
on file and available for inspection in 
the Safford District Office, Bureau of 
Land Management, 1707 Thatcher 
Boulevard, Safford, Ariz.

4. The lands involved are located in 
the northeast corner of Cochise County 
and are described as follows:

A c q u ir e d  L a n d s

GILA AND SALT RIVER MERIDIAN, ARIZONA

T. 13 S., R. 30 E.
Sec. 7;
Sec. 10, S%SE%;
Sec. 11, Ni/2NEy4 , SE^N Ei/4, S y2SE y4) and 

SW%;
Sec. 12, SWy4NWy4;
Sec. 13, W ^ S E y  and S E y S E y ;
Sec. 14, N y N E y  and S W y ;
Sec. 15, Sy2NWy4;
Sec. 22,SW y;
Sec. 23, sy2NE% and NWy4:
Sec. 24, NEy and S E y s w y ;
Sec. 26, Ey2N E y S E y  and S E y S E y  (ex­

cept Ei/2S E y  S E y S E y );
Sec. 35, S E y .

Notices
T. 13 S., R. 31 E.,

Sec. 17, S%;
Sec. 18, N E y s w y ,  l°t  3, and lot 4 (except 

S W y S W y S W y );
Sec. 20, S W y S W y ;
Sec. 29, W y N W y  and N W y S W y ;
Sec. 31, lot 2.

T. 14 S., R. 30 E.,
Sec. 1, S E y ;
Sec. 11, E y S E y ;
Sec. 13, N E y ;

/  Sec. 24, N W y  andSy2.
T. 14 S., R. 31 E.,

Sec. 3, N y S E y  and S E y S E y  (except 
S E y  S E y S E y S E y );

Sec. 4, E y S E y  and S W y S W y ;
Sec. 5, S E y S E y ;
Sec. 6, N y s w y ;
Sec. 8, E y s w y ,  w y S E y , and N W y ;
Sec. 9, N ^N W y4:
Sec. 12, W y S E y ;
Sec. 13, SE y ;
Sec. 17, E y  and S W y ;
Sec. 18, S y S E y ;
Sec. 19, SE y ;
Sec. 20, s y s y ;
Sec. 21, E ^ ;
Sec. 22, NWy4;
Sec. 23, S W y N E % and W>/2 SE y ;
Sec. 28, S y S E y ;
Sec. 33, E y ;
Sec. 34, N y s y .

T. 14 S., R. 32 E„
Sec. 19, S E y S E y  and lot 4; 
sec. 20, w y s w y ;
Sec. 29, Wy2NWy4, N W y S W y ,  

SEi/4NWy4t and S W y N E y .
P u b l ic  L a n d s

GILA AND SALT RIVER MERIDIAN, ARIZONA

T. 14 S., R. 31 E„
Sec. 11, N E y ;
Sec. 13, w y N E y .

T. 14 S., R. 32 E.,
Sec. 18, lot 3, N E y s w y .

T. 15 S., R. 30 E.,
Sec. 26, w y s w y ,  NWy.SE *4, and 

N E y sw y ;
Sec. 35, NWy4NW ‘/4 .

The lands described aggregate ap­
proximately 7,787.22 acres.

5. The above lands have been identi­
fied as not being needed for Federal 
land management programs.

For a period of 60 days from date of 
publication of this notice in the F e d e r a l  

R e g is t e r , all persons who wish to submit 
comments, suggestions, or objections in 
connection with the proposed classifica­
tion may present their views in writing 
to the State Director, Bureau of Land 
Management, 3022 Federal Building, 
Phoenix, Ariz. 85025, or to the District 
Manager, Bureau of Land Management, 
Post Office Box 786, Safford, Ariz. 85546.

F r e d  J . W e i l e r ,
_ State Director.

[P.R. Doc. 69-11512; Filed, Sept. 26, 1969; 
8:45 a.m.]

[Serial A 4184]

ARIZONA
Notice of Proposed Classification of

Public Lands for Transfer Out of
Federal Ownership by Indemnity
Lieu ^election

S e p t e m b e r  19, 1969.
1. Pursuant to the Act of September 

19, 1964 (43 U.S.C. 1411-18) and to the 
regulations in 43 CFR Parts 2410 , and 
2411, it is proposed to classify the public 
lands described below for transfer out 
of Federal ownership by Indemnity Lieu 
Selection (43 U.S.C. 851, 852). Publica­
tion of this notice has the effect of segre­
gating all the described lands from ap­
propriation under all other land laws, 
including the mining and mineral leas­
ing laws. As used herein, the term “pub­
lic lands” means any lands (1) with­
drawn or reserved by Executive Order 
No. 6910''" of November 26, 1934, as 
amended, or (2) within a grazing dis­
trict established pursuant to the Act of 
June 28, 1934 (48 Stat. 1269), as amend­
ed, which are not otherwise withdrawn 
or reserved for a Federal use or purpose.

2. The public lands proposed for 
classification in this notice are shown 
on maps on file and available for inspec­
tion, in the Phoenix District Office, Bu­
reau of Land Management, and Land 
Office, Bureau of Land M anagem ent, 
Federal Building, Phoenix, Ariz.

3. The lands involved are surveyed 
but the survey plat has not yet been 
approved. When approved, they prob­
ably will be described as follows:

Y a v a p a i  C o u n t y

GILA AND SALT RIVER MERIDIAN

T. 17 N„ R. 8 W..
Sec. 19, lots 1, 2, 3, 4, and 5, SEy2SWy4 

and S y S E y ;
Sec. 20, lots 1, 2, 3, and 4, and s y s y ;
Sec. 21, lots 1, 2, 3, and 4, and S y ;
Sec. 22, lots 1, 2, 3, and 4, and S y ;
Sec. 23  ̂lots 1, 2, 3, and 4, and S%;
Sec. 24, lots 1, 2, 3, and 4, and s y s y ;
Sec. 25, all;
Sec. 26, all;
Sec. 27, all;
Sec, 28, all;
Sec. 29, all;
Sec. 30, lots 1, 2, 3, and 4, Ey2w y2 and
Sec. 31, lots 1, 2, 3, and 4, E ‘/2 w y  and Ey2;
Sec. 32, all;
Sec. 33, all;
Sec. 34, all;
Sec. 35, all;
Sec. 36, all.

The area described aggregates approx­
imately 9,656.89 acres.

4. For a period of 60 days from the 
date of publication of this notice in the 
F e d e r a l  R e g is t e r , all persons who wish
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to submit comments, suggestions, or ob­
jections in connection with the proposed 
classification may present their views in 
writing to the Phoenix District Man­
ager, Bureau of Land Management, Fed­
eral Building, Phoenix, Ariz. 85025.

F r e d  J. W e i l e r , 
State Director.

[F.R. Doc. 69-11513; Filed, Sept. 26, 1969; 
8:45 a.m.]

[S  2635]

CALIFORNIA
Notice of Proposed Classification of 

Public Lands for Transfer Out of 
Federal Ownership

A u g u s t  5,1969.
1. Pursuant to the Act of September 19, 

1964 (43 U.S.C. 1412), and to the regu­
lations in 43 CFR 2410 and 2411, it is 
proposed to classify the public lands in 
paragraph 3 for transfer out of Federal 
ownership under one or more of the 
below-stated statutes.

2. Publication of this notice has the 
effect of segregating the following de­
scribed public lands from all forms of 
disposal under the public land laws, in­
cluding the mining laws, except the form 
or forms of disposal for which it is pro­
posed to classify the lands. However, pub­
lication does not alter the applicability 
of the public land laws governing the use 
of the lands under lease, license, or per­
mit, or govern the disposal of their min­
eral and vegetative resources, other than 
under the mining laws.

3. The below-described lands proposed 
to be classified for disposal are located in 
Mendocino and Sonoma. Counties. The 
proposals have been discussed and ana­
lyzed in detail with the counties and with 
other agencies, groups, and individuals. 
Maps and other information are avail­
able for inspection in the Ukiah District 
Office, Bureau of Land Management, 168 
Washington Avenue, Ukiah, Calif. 95482.

For disposal at public sale under sec­
tion 2455 of the Revised Statutes (43 
U.S.C. 1171):

Mount Diablo Meridian 
Mendocino and sonoma counties 

Group I
T. 6 N., R. 6 W.,

Sec. 23, lot 8.
T. 8N..R. 7W.,

Sec. 4,lots 1 and 2.
T. 10 N.,R. 9 w.,

Sec. 3, unsurveyed portion;
Sec. 25, portion of lot 40.

T- U N.,r . 10W.,
Sec. 10;
Sec. 11, lot 41.

T. 16 N., R. 12 W.,
Sec. 1, NW ]4SEi4;
Sec. 10, lots 1 and 2;
Sec. 11, SW % NE&.

T. 17 N., R. 12 W.,
Sec.2,NE%SE%;
Sec. 6, lots 6 and 7;
Sec. 7, lot 1;
Sec. 14, N E ^ S W ^ ;
Sec. 15, lot 2 and SE^SE^i;
Sec. 23, lot 2;
Sec. 30, lot 12.

T. 18 N„ R. 12 W.,
Sec. 32, SW%NE%.

T. 13 N., R. 13 W.,
Sec. 12, SW % NE % and S E ^ N W 1̂ .

T. 14 N„ R. 13 W.,
Sec. 24, S W ^ N W ^ ;
Sec. 34, NEi/4NWy4.

T. 15 N„ R. 13 W.,
Sec. 23, Ei/2NWy4;
Sec. 26, N W 14SE14.

T. 17 N., R. 13 W.,
Sec. 1, lot 9.

T. 18 N., R. 13 W.,
Sec. 15, S W ^ N W ^ .

T. 24 N„ R. 13 W., - 
Sec. 14, lot 3;
Sec. 24, lot 1 and N W ^ N E 1̂ - 

T. 15 N„ R. 14 W.,
Sec. 13, Sy2Ni/2;
Sec. 24, NEi/iNE^.

T. 23 N„ R. 14 W.,
Sec. 33, NWy4NW%.

T. 21 N„ R. 15 W.,
Sec. 30, Ei/2NE%.

T. 23 N., R. 15 W.,
Sec. 17, SWy4;
Sec. 18,NE^SEi,4;
Sec. 20, N W 14NE14, Ny2NW(4, and SW%  

NW ]4;
Sec. 21,SE%SWy4;
Sec. 28, Wi/2NE%.

T. 24 N., R. 15 W.,
Sec. 3, lots 3 and 4.

T. 12 N„ R. 17 W.,
Sec. 1, lot 10.
The public lands described above aggregate 

approximately 2,311.86 acres.
Group II

For exchange under section 8 of the Taylor 
Grazing Act (43 U.S.C. 315g), or for sale 
under section 2455 of the Revised Statutes 
(43 U.S.C. 1171):
T. 19 N., R. 14 W.,

Sec. 23,SE%NW&.
T. 23 N„ R. 15 W.,

Sec. 26, S y2 SE (4 •
T. 13 N„ R. 16 W.,

Sec. 9,NE%SW%.
T. 14 N., R. 16 W.,

Sec. 10, NWy4NEy4.
T. 24 N„ R. 17 W.,

Sec. 22, SE%NWy4-
The public lands described above aggregate 

approximately 240 acres.
Group II I

For disposal through the Point Reyes Na­
tional Seashore Act of September 13, 1962 
(76 Stat. 538) and all other forms of ex­
change, or for sale under section 2455 of the 
Revised Statutes (43 U.S.C. 1171):

t-9N.,R. 11 w„
Sec. 22, Ey2NEi/4, S W ^ N E ^ ; and Sy2SW%  
Sec. 23, NE14SW 14 ;
Sec. 27, NW 14NE14.

T- 10N..R. 11 w.,
Sec. 2, lot 1.T-9 N ..R . 12 w.,
Sec. 13,NW%SW}4.

T. 13 N., R. 12 W., 7
Sec. 7, lot 3;
Sec. 18, lot 1.

T- 14 N„ R. 12 w „
Sec. 30, NWy4NW%.

T. 13 N„ R. 13 W.,
Sec. 2, lot 1, Sy2NEi4, SEy4Nwy4> Ey2s w i4, 

and NWy4SE%;
Sec. 9, NEy4SWy4;
Sec. 13, NEi4SWy4.

T., 12 N., R. 14 W.,
Sec. 4, Lot 4.

T. 13 N„ R. 14 W.,
Sec. 28,Ey2NWy4- 

T. 22 N.,R. 14 W.,
Sec. 5, lot 7;
Sec. 6, lot 4;
Sec. 30, lots 5 and 6, and N W ^ S E ^ .

T. 23 N., R. 14 W.,
Sec. 30, N%  lot 6.

T. 13 N., R. 15 W.,
Sec. 10, SW1/4SE1/4.

T. 23 N„ R. 15 W.,
Sec. 3, SW]4SEy4;
Sec. 10, lots 1 and 2.

T. 24 N., R. 15 W.,
Sec. 9,SE%SEy4;
Sec. 10, W % NW %  andNW ]4SW % ;
Sec. 11, NE]4SW% and SE]4; 
sec. 12, swy4swy4;
Sec. 30, SE%SEy4.
The public lands described above aggregate 

approximately 1,252.23 acres. *
Group IV

For disposal through the Point Reyes Na­
tional Seashore Act of September 13, 1962 
(76 Stat. 538), or for State Indemnity Lieu 
Selection (43 U.S.C. 851, 852):
T. 7 N„ R. 6 W„

Sec. 9,NE%SW%.
T. 7 N „R .7 W .,

Sec. ll ,E y 2NEi4;
sec. 12, sw% Nwy4 and Nwy4sw y4.

T. 14 N„ R. 13 W„
Sec. 18,Ny2SE%.

T. 17 N„ R. 13 W„
Sec. 2,NEy4SE%.

T. 14 N„ R. 14 W.,
Sec. l,SE%NEy4;
Sec. 24,Ni/2NE%.
The public lands described above aggre­

gate approximately 440 acres.
Group V

For disposal through State Indemnity Lieu 
Selection (43 U.S.C. 851, 852), or for lease 
or sale under Recreation and Public Pur­
poses Act (44 Stat. 741 and 68 Stat. 173; 43
U. S.C. 869) :
T. 7 N„ R. 6 W.,

Sec. 5, Wi/2 lot 3, Wy2 lot 4, and lots 7 to 
10, inclusive.

T. 8 N„ R. 6 W„
Sec. 32,SWy4SW%.

T. 10 N„ R. 10 W.,
Sec. 32, SE14NE14, Ey2SE]4, and S W ^ S E ^ .
The public lands described above aggregate 

approximately 465.81 acres.
Group VI

For State Indemnity Lieu Selection (43
U. S.C. 851, 852):
T. 9 N„ R. 11 W.,

Sec. 22, Ei/2NEi4, SWy4NEy4, and Sy2SW>4; 
Sec. 23, NE%SW%;
Sec. 27, NW%NEy4.

T. 18 N„ R. 13 W., 
sec. 24, swy4swy4;
Sec. 25, lot 3.

T. 13 N„ R. 15 W.,
Sec. 31, NW‘/4NEy4 and lots 9 to 11, in­

clusive.
T. 23 N„ R. 15 W.,

Sec. 17, SWy4;
Sec. 18, NEyiSE1̂ ;
Sec. 20, NWy4NE(4, Ny2NWV4. and SW (4

Nwy4;
Sec. 32, lots 3 to 6, inclusive, and SE% 

NE^4.
T. 13 N., R. 16 W.,

Sec. 25, SE14.
T. 19 N., R. 17 W.,

Sec. 4, SWy4NW% andNy2SWy4;
Sec. 8, SE % NE % and Ey2 SE y4;
Sec. 17, SE1/4SW1/4.
The public lands described above aggre­

gate 1,501.54 acres.
4. For a period of 60 days from the date 

of publication of this notice in the F e d ­
e r a l  R e g is t e r , all persons who wish to 
submit comments, suggestions, or ob­
jections in conection with the proposed
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classification may present their views in 
writing to the Ukiah District Manager, 
Bureau of Land Management, 168 Wash­
ington Avenue, Ukiah, Calif. 95482.

5. A  hearing will be held if sufficient 
public interest is demonstrated.

R .  E .  M c C a r t h y , 
Acting State Director.

[P.R. Doc. 69-11516; Filed, Sept. 26, 1969; 
8:45 a.m.]

Oil Import Administration 
[Bulletin 3]

APPLICATIONS FOR OIL IMPORT AL­
LOCATIONS AND LICENSES FOR 
PERIOD BEGINNING JANUARY 1, 
1970
1. Section 5 of Oil Import Regulation 

1 (Revision 5), as amended, requires that 
applications for allocations and licenses 
of imports of crude oil, unfinished oils, 
or finished products be filed not later 
than 60 days prior to the beginning of 
an allocation period and subparagraph
(2) of paragraph (a) of section 25 of Oil 
Import Regulation 1 (Revision 5), as 
amended, requires that applications for 
allocations of imports of crude oil and 
unfinished oils for new or reactivated 
refinery capacity and for petrochemical 
plants based on estimated inputs be filed 
not later than 60 days prior to the begin­
ning of an allocation period.

2. Timely filing of applications under 
section 5 or under section 25 of Oil Im­
port Regulation 1 (Revision 5), as 
amended, is deemed essential and, with 
rèspect to the allocation period begin­
ning January 1, 1970, the Administrator 
will no longer follow the practice, some­
times indulged with respect to prior al­
locations periods, of recommending waiv­
er of such timely filing requirements.

3. As a matter of convenience to pro­
spective applicants, within approximately 
90 days prior to the beginning of the al­
location period, forms of applications for 
allocations and licenses will, so far as 
practicable, be mailed to persons, firms 
and corporations on a list compiled by 
the Oil Import Administration of per­
sons, firms, or corporations likely, in the 
judgment of the Administrator, to be in­
terested in filing applications for alloca­
tions and licenses of imports of crude oil, 
unfinished oils, or finished products or 
applications for allocations of crude and 
unfinished oils for new or reactivated re­
finery capacity or petrochemical plants 
based upon estimated inputs. The com­
pilation of the list above described is not 
to be construed as a representation that 
the same is complete and neither the 
United States nor its officers or employees 
assume responsibility or liability for the 
failure, negligent or otherwise, to include 
in such list any person, firm, or corpora­
tion so interested, or'for the failure to 
mail the requisite form or forms to any 
person, firm or corporation, whether or 
not such person, firm, or corporation is 
on such a list. The failure of any person, 
firm, or corporation to receive a requi­
site application form or forms will not 
constitute a basis for recommending

waiver of the timely filing requirements 
of Oil Import Regulation 1 (Revision 5), 
as amended.

J . J . S i m m o n s , I I I ,  * 
Administrator,

Oil Import Administration.
S e p t e m b e r  3, 1969.

[F.R. Doc. 69-11580; Filed, Sept. 26, 1969; 
8:49 a.m.]

[Bulletin 4]

ALLOCATIONS; PETROCHEM ICAL
PLANTS USING EXTENDER OILS
IN MANUFACTURING SYNTHETIC
RUBBER

1. For the 1969 allocation period, the 
Oil Import Administration refused to 
grant any allocation based upon the use 
of “extender oils” in the manufacture of 
synthetic rubber. The Administrator dis­
allowed the use of these extender oils as 
a base for the calculation of the 1969 
quota allocations upon the ground that 
there was no chemical conversion of the 
extender oils within the meaning of sec­
tion 22 (n) of Oil Import Regulation 1 
(Revision 5), as amended.

2. The Oil Import Appeals Board in its 
consolidated decision of Firestone Tire 
and Rubber Co., Q-46, Ashland Oil and 
Refining Co., Q-74 and Goodrich-Gulf 
Chemicals, Inc., Q-72, stated, “Therefore, 
it is the opinion of the Board that the in­
terpretation of chemical reaction applied 
by the Oil Import Administration is too 
narrow, and disallowance of the oil 
claimed by these petitioners as inputs, 
constitutes error.”

3. In view of this finding by the Board, 
applicants for oil import allocations and 
licenses for the allocation period begin­
ning January 1, 1970, based upon petro­
chemical plant operations for the year 
ending September 30, 1969, should in­
clude for consideration by the Oil Import 
Administration as “petrochemical plant 
inputs” any extender oils used in the 
manufacture of synthetic rubber.

J. J. S im m ons m ,  
Administrator,

Oil Import Administration.
September 3, 1969.

[F.R. Doc. 69-11581; Filed, Sept. 26, 1969;
8:49 a.m.]

DEPARTMENT OF AGRICULTURE
Packers and Stockyards 

Administration 
[P. & S. Docket No. 445]

MARKET AGENCIES AT FORT WORTH 
STOCKYARDS

Notice of Petition To Vacate Order 
and Dismiss Proceeding

Pursuant to the provisions of the 
Packers and Stockyards Act, 1921, as 
amended (7 U.S.C. 181 et seq.), a basic 
order was issued on July 12, 1935 in the 
case of In re: W. H. Abernathy and 
Charles J. Turner, Jr., trading as Aber­

nathy Live Stock Commission Company 
et al., respondents prescribing the rates 
and charges to be assessed by the re­
spondents for the stockyard services ren­
dered by them at the Fort Worth Stock- 
yards, Fort Worth, Tex. Such rates and 
charges have been modified from time to 
time by subsequent orders issued in the 
proceeding. The latest such order was 
issued on June 17, 1969, prescribing the 
rates and charges to be assessed by re­
spondents to and including May 31,1971, 
unless modified or extended by further 
order before the latter date.

On August 11, 1969, the respondents 
filed a petition requesting that the rate 
order in this proceeding be vacated and 
the proceeding dismissed in conformity 
with § 203.11 (9 CFR 203.11) of the State­
ments of General Policy under the Pack­
ers and Stockyards Act. The petition 
reads as follows:

Comes now the respondents, who request 
that the rate order in this proceeding be va­
cated and the proceeding be dismissed in 
accordance with section 203.11 of the State­
ments of General Policy under the Packers 
and Stockyards Act (9 CFR 203.11).

The basic rate order in this proceeding 
was issued July 12, 1935. Respondents are 
now operating under an order issued Febru­
ary 7, 1966 (25 A.D. 166) as modified. Such 
-orders to remain in effect unless modified or 
extended, by further order until May 31, 1971.

Respondents do not believe the marketing 
structure in their trade territory, economic 
conditions in the industry, or any other cir­
cumstances requires continuing the formal 
procedure for obtaining modification in the 
rates and charges assessed by respondents. 
It is requested, therefore, that this petition 
be granted as soon as possible.

Any interested person may file with 
the Hearing Clerk, U.S. Department of 
Agriculture, Washington, D.C. 20250; 
within 15 days after the publication of 
this notice in the F e d e r a l  R e g is t e r , writ­
ten data, views, comments, or arguments 
with respect to the petition filed by 
respondents.

All written submissions made pursuant 
to this notice will be made available for 
public inspection at such times and places 
and in a manner convenient to the pub­
lic business (7 CFR 1.27(b)).

Done at Washington, D.C., this 22d 
day of September 1969.

G l e n n  G .  B ie r m a n , 
Acting Administrator, Packers 
and Stockyards Administration.

[F.R. Doc. 69-11535; Filed, Sept. 26, 1969;
8:47 a.m.]

DEPARTMENT OF COMMERCE
Maritime Administration 

OCEANIC STEAMSHIP CO.
Notice of Application for Approval of 

Certain Cruises
Notice is hereby given that The 

Oceanic Steamship Co. has applied for 
approval pursuant to section 613 of the 
Merchant Marine Act, 1936, as amended, 
of the following cruises:
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Approximate
ShiD cruise dates Itinerary

1970

Monterey- Apr. 2-Apr. 14... San Francisco, Los
Angeles, San Diego, 
Acapulco, Puerto Val- 
larta, Mazatlan, Los 
Angeles.

Do— . Apr. 15-Apr. 25.. San Diego, Los Angeles, 
Acapulco, Puerto Val- 
larta, Mazatlan, Los 
Angeles, San Fran­
cisco.

Do - Apr. 26-May 17.. San Diego, Los Angeles, 
San Francisco, Hono- 

* lulu, Nawilivrili, La-
haina, Hilo, Kailua 
(Kona), Honolulu,
Los Angeles, San 
Francisco.

Do___ May 23-June 21.. San Francisco, Los
Angeles, Mazatlan, 
Galapagos, Callao, 
Guayaquil, Balboa, 
Taboga, Acapulco,
Los Angeles, San 
Francisco.

Do___ June 22-July 5____Los Angeles, San F ran -.
cisco, Seattle, Victoria, 
Sitka, Juneau, Skag- 
way, Vancouver, Los 
Angeles, San Fran­
cisco.

Itinerary (each cruise)

Mariposa.. July 29-Aug. 11.. San Francisco, Los
Aug. 12-Aüg. 24 Angeles, Vancouver,
Aug. 25-Sept. 6 Juneau, Skagway,

Sitka, Victoria, San 
Francisco, Los 
Angeles.

Any person, firm, or corporation having 
any interest, within the meaning of sec­
tion 613 of the Merchant Marine Act, 
1936, as amended, in the foregoing who 
desires to offer data, views, or arguments 
should submit the same in writing, in 
triplicate, to the Secretary, Maritime 
Subsidy Board, Washington, D.C. 20235, 
by the close of business on October 10, 
1969.

In the event an opportunity to present 
oral argument is also desired, specific 
reason for such request should be in­
cluded. The Maritime Subsidy Board will 
consider these comments and views and 
take such action with respect thereto as 
in its discretion it deems warranted.

By order of the Maritime Subsidy 
Board.

Dated: September 24, 1969.
J o h n  M .  O ’C o n n e l l , 

Assistant Secretary.
[F.R. Doc. 69-11563; Filed, Sept. 26, 1969;

8:49 a.m.]

FEDERAL HOME LOAN BANK BOARD
[H.C. No. 40]

imperial c o r p o r a t io n  o f
AMERICA

Notice of Receipt of Application for 
Approval of Acquisition of Control 

Presidio Savings and Loan 
Association

S e p t e m b e r  24,1969. 
Notice is hereby given that Federal 
avmgs and Loan Insurance Corporation 
as receivod an application from the Im­

perial Corporation of America, San 
ego, Calif., for approval of acquisition 
control of the Presidio Savings and

Loan Association, Santa Barbara, Calif., 
an insured institution,' under the provi­
sions of section 408(e) of the National 
Housing Act, as amended (12 U.S.C. 1730
(a) ), and § 584.4 of the regulations for 
Savings and Loan Holding Companies, 
said acquisition to be effected by the ex­
change of at least 80 percent of the guar­
antee stock of Presidio Savings and Loan 
Association for stock of Imperial Corpo­
ration of America. Comments on the pro­
posed acquisition should be submitted to 
the Director, Office of Examinations and 
Supervision, Federal Home Loan Bank 
Board, Washington, D.C. 20552, within 
30 days of the date this Notice appears 
in the F e d e r a l  R e g is t e r .

[ s e a l ]  G r e n v i l l e  L. M i l l a r d , Jr.
Assistant Secretary, 

Federal Home Loan Bank Board.
[F.R. Doc. 69-11558; Filed, Sept. 26, 1969;

8:49 a.m.]

DEPARTMENT OF HEALTH, EDU­
CATION, AND WELFARE

Food and Drug Administration 
{DESI 10240]

SULFAMETHIZOLE AND METHENA- 
MINE M ANDELATE COMBINA­
TION; PHENOBARBITAL AND 
PIPENZOLATE BROMIDE COMBINA­
TION; PHENOBARBITAL, AMINO- 
PENTAMIDE SULFATE, AND 
RESERPINE COMBINATION; ACE- 
TYLCARBROMAL, M EPHENESIN, 
AND RESERPINE COMBINATION; 
STYRAMATE; AND STYRAMATE, 
SALICYLAMIDE, PHENACETIN, AND 
CAFFEINE COMBINATION

Drugs for Human Use; Drug Efficacy 
Study Implementation

The Food and Drug Administration 
has evaluated reports received from the 
National Academy of Sciences-National 
Research Council, Drug Efficacy Study 
Group, on the following drugs:

1. Mesulfin Tablets containing 250 
milligrams sulfamethizole and 250 milli­
grams methenamine mandelate, per tab­
let; Ayerst Laboratories, Inc., 685 Third 
Avenue, New York, N.Y. 10017 (NDA 12- 
718).

2. Pediatric Piptal with Phénobarbital 
Drops containing 6 milligrams phénobar­
bital and 4 milligrams pipenzolate bro­
mide per milliliter; Lakeside Laborato­
ries, Division of Colgate-Palmolive Co., 
1707 East North Avenue, Milwaukee, Wis. 
53201 (NDA 10-240).

3. Neuro-Centrine Tablets containing 
15 milligrams phénobarbital, 0.25 milli­
gram aminopentamide sulfate, and 0.05 
milligram reserpine per tablet; Bristol 
Laboratories, Division Bristol-Myers Co., 
Syracuse, N.Y. 13201 (NDA 10-428).

4. Amril Tablets containing 200 milli­
grams acetylcarbromal, 150 milligrams 
mephenesin, and 0.50 milligram reserpine 
per tablet; Amf re-Grant, Inc., 924

Rogers Avenue, Brooklyn, N.Y. 11226 
(NDA 12-004).

5. Myospaz Tablets containing 200 
milligrams styramate, 210 milligrams 
salicylamide, 150 milligrams phenacetin 
and 30 milligrams caffeine per tablet; 
North American Pharmacal, Inc., 6851 
Chase Road, Dearborn, Mich. 48126 
(NDA 12-844).

6. Strexate Tablets containing 200 
milligrams styramate, 210 milligrams 
salicylamide, 150 milligrams phenacetin, 
and 30 milligrams caffeine per tablet; 
Armour Pharmaceutical Co., Box 511, 
Kankakee, 111. 60901 (NDA 12-466).

7. Sinaxar Tablets containing 200 
milligrams styramate per tablet; Armour 
Pharmaceutical Co. (NDA 11-339).

The Food and Drug Administration 
has concluded on an overall basis that 
there is a lack of substantial evidence 
that these drugs will have the effects 
they purport or are recommended to 
have. Accordingly, the „Commissioner of 
Food and Drugs intends to initiate pro­
ceedings to withdraw approval of the 
above-listed new-drug applications.

Prior to initiating such action, how­
ever, the Commissioner invites the 
holders of new-drug applications for 
these drugs and any interested person 
who may be adversely affected by their 
removal from the market to submit any 
pertinent data bearing on the proposal 
within 30 days after the date of publica­
tion of this notice in the F e d e r a l  R e g ­
i s t e r . The only material which will be 
considered acceptable for review must 
be well-organized and consist of ad­
equate and well-controlled studies bear­
ing on the efficacy of the products, and 
not previously submitted.

This announcement of the proposed 
action and implementation of- the NAS- 
NRC report for these drugs is made to 
give notice to persons who might be ad­
versely affected by their withdrawal from 
the market. Promulgation of an order 
withdrawing approval of the new-drug 
applications will cause any such drug on 
the market to be a new drug for which 
an approved new drug-application is not 
in effect and will make it subject to 
regulatory action.

The above named holders of the sub­
ject new-drug applications have been 
mailed a copy of the NAS-NRC reports 
and any interested person may obtain a 
copy on request from the office named 
below.

Communications forwarded in re­
sponse to this announcement should be 
identified w ith. the reference number, 
DESI 10240, and be directed to the fol­
lowing appropriate office and addressed 
to the Food and Drug Administration, 
200 C Street SW., Washington, D.C. 
20204:
Requests for NAS-NRC report: Press Rela­

tions Office (CE-300).
All other communications regarding this

announcement: Special Assistant for Drug
Efficacy Study Implementation (MD-16),
Bureau of Medicine.

This announcement is issued pursuant 
to the provisions of the Federal Food, 
Drug, and Cosmetic Act (sections 502, 
505, 52 Stat. 1050-53, as amended; 21
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U.S.C. 352, 355) and under authority 
delegated to the Commissioner (21 CFR 
2 .120) .

Dated: September 19, 1969.
H erbert L. L e y , Jr., 

Commissioner of Food and Drugs.
[F.R. Doc. 69-11510; Filed, Sept 26, 1969;

8:45 a.m.]

[Docket No. FDC-D-122; NDA No. 10-491]

LEMMON PHARMACAL CO.
Anergex (Poison-oak Extract for Injec­

tion); Amended Notice of Opportu­
nity for Hearing

A notice of opportunity for hearing 
was published in the F ederal R egister  
of February 27, 1969 (34 F.R. 2680), on 
a proposal to withdraw approval of new- 
drug application No. 10-491 and all 
amendments and supplements thereto 
held by Lemmon Pharmacal Co. (Mulford 
Laboratories Division), Sellersville, Pa. 
18960, for the drug Anergex (poison-oak 
extract) under the provisions of section 
505(e) of the Federal Food, Drug, and 
Cosmetic Act (21 U.S.C. 355 (e) ), on the 
grounds that new information before the 
Commissioner with respect to such drug, 
evaluated with the evidence available to 
him when the application was approved, 
shows that substantial evidence is lack­
ing that the drug has the effect it pur­
ports or is represented to have under the 
conditions of use prescribed, recom­
mended, or suggested in its labeling.

The applicant, Lemmon Pharmacal 
Co., had been notified by letter dated 
November 12, 1968, from the Bureau of 
Medicine, following a conference with 
representatives of the Administration, 
that certain manufacturing and control 
data were required to assure that An­
ergex wifi have the characteristics "of 
identity, strength, quality, and purity 
that it purports or is represented to 
possess.

The Commissioner provided the appli­
cant with written notice by letter dated 
March 11, 1969, that the methods used 
in and the facilities and controls used 
for the manufacture, processing, and 
packing of the drug, as specified in the 
letter of November 12, 1968, are inade­
quate to assure and preserve the drug’s 
identity, strength, quality, and purity, 
and provided an opportunity for correc­
tion pursuant to section 505(e) of said 
act.

Information provided by the appli­
cant on March 25, 1969, has been eval­
uated as inadequate to ̂ correct the mat­
ters complained of. Accordingly, Lemmon 
Pharmacal Co. is hereby notified that 
the notice of opportunity for hearing is 
amended to include the additional 
ground under section 505(e) of the act 
that the Commissioner finds on the basis 
of new information before him, evalu­
ated with the evidence before him when 
the application was approved, that the 
methods used in and the facilities and 
controls used for the manufacture, proc­
essing, and packing of such drug are in­
adequate to assure and preserve its iden­

tity, strength, quality, and purity and 
were not made adequate within a reason­
able time after receipt of written notice 
from the Commissioner specifying the 
matter complained of.

This notice is issued pursuant to the 
provisions of the Federal Food, Drug, and 
Cosmetic Act (sec. 505, 52 Stat. 1052-53, 
as amended; 21 U.S.C. 355) and under 
authority delegated to the Commissioner 
(21 CFR 2.120).

Dated: September 19, 1969.
H erbert L. L e y , Jr., 

Commissioner of Food and Drugs.
[F.R. Doc. 69-11511; Filed, Sept. 26, 1969;

8:45 a.m.]

Office of the Secretary
INTERSTATE AIR POLLUTION IN THE 

PARKERSBURG, W. VA.-MARIETTA, 
OHIO, AREA

Air Pollution Control
-Notice of date, time, and place of re­

convened conference.
Pursuant to the call of the Secretary 

of November 17,1966, a conference of air 
pollution control agencies in the Parkers­
burg, W. Va.-Marietta, Ohio, area was 
held in Vienna, W. Va., on March 22 and 
23, 1967.

Following the close of the conference, 
participants from the States of West 
Virginia and Ohio communicated addi­
tional views and informaiton to the De­
partment of Health, Education, and Wel­
fare concerning the discussions at the 
conference and related to the findings 
and conclusions reached by the confer­
ence participants.

Accordingly, in order to assure that 
the record of the' conference accurately 
reflects the discussions, views, and in­
formation available to the participants 
and to afford opportunity for interested 
persons to be heard, notice that this 
conference will be reconvened on Thurs­
day, October 30, 1969, beginning at 10 
am., e.s.t., at the Vienna Community 
Building, 34th Street, Jackson Road, 
Vienna, W . Va., is hereby given to the 
Ohio Air Pollution Control Board, State 
of Ohio; the West Virginia Air Pollution 
Control Commission, State of West Vir­
ginia; and to the air pollution control 
agencies of the following municipalities 
(as defined in section 302(f) of the Clean 
Air Act, as amended (42 U.S.C. 1857 
h (f> ) ) :

In the State of Ohio: Washington 
County; Belpre, Dunham, Fearing, Mari­
etta, Muskingum, and Warren Town­
ships, Washington County; and munici­
palities located within such townships.

In the State of West Virginia: Wood 
County; .Clay, Lubeck, Parkersburg, 
Slate, Tygart, Union, and Williams Mag­
isterial Districts, Wood County; and 
municipalities located within such mag­
isterial districts.

Mr. William H. Megonnell is hereby 
designated as presiding officer of the 
reconvened conference, and Mr. Donald 
F. Walters is hereby designated as the 
official conference participant for the

Department of Health, Education, and 
Welfare.

Any agency or municipality desiring 
to make a formal presentation at the 
reconvened conference should file a no­
tice of such intention with the Presiding 
Officer, National Air Pollution Control 
Administration, Room 907, Ballston Cen­
ter Tower No. 2, 801 North Randolph 
Street, Arlington, Va. 22203, not later 
than October 24, 1969. The agencies 
called to attend such conference may 
bring such persons as they desire to the 
conference.

A technical report concerning air pol­
lution in the Parkersburg, W. Va.-Mari­
etta, Ohio, Interstate Area entitled 
“Parkersburg, W. Va.-Marietta, Ohio, Air 
Pollution Abatement Activity” was pre­
pared and issued by the National Air 
Pollution Control Administration in 
March 1967. An addendum updating that 
report has been prepared and both the 
report and addendum are available upon 
request to the presiding officer.

Interested persons desiring to present 
their views to the reconvened conference 
with respect to such report and adden­
dum and other pertinent information 
should file, not later than October 24, 
1969, a notice of such intention, and, if 
practicable, five copies of the proposed 
presentation (and other relevant mate­
rial) with the presiding officer.

A  transcript of the proceedings will be 
maintained and will be made available 
on request of any person at the expense 
of such person.

Dated: September 23, 1969.
Jo h n  T. M iddleton , 

Commissioner.
[F.R. Doc. 69-11487; Filed, Sept. 26, 1969;

8:45 a.m.]

Social Security Administration 
BOTSWANA

Notice of Finding Regarding Foreign 
Social Insurance or Pension System
Section 202 (t) (1) of the Social Secu­

rity Act (42 U.S.C. 402(t) (1)> prohibits 
payment of monthly benefits to aliens, 
subject to the exceptions described in 
sections 202(t) (2) through 202(t) (5) of 
the Social Security Act (42 U.S.C. 402(t)
(2) through 402(t) (5 )), for any month 
after they have been outside the United 
States for 6 consecutive calendar months.

Section 202 (t) (2) of the Social Secu­
rity Act (42 U.S.C. 402(t)(2)) provides 
that section 202 (t) (1) shall not apply 
any individual who is. a citizen of a 
foreign country which the Secretary of 
Health, Education, and Welfare finds 
has in effect a social insurance or pension 
system which is of general application in 
such country and under which (A) port' 
odic benefits, or the actuarial equivalent 
thereof, are paid on account of old age, 
retirement, or death, and (B ) individuals 
who are citizens of the United States but 
not citizens of such foreign country and 
who qualify for such benefits are per' 
mitted to receive such benefits or the
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actuarial equivalent thereof while out­
side such foreign country without regard 
to the duration of the absence.

Pursuant to authority duly vested in 
the Commissioner of Social Security by 
the Secretary of Health, Education, and 
Welfare, and redelegated to him, the Di­
rector of the Bureau of Retirement and 
Survivors Insurance has approved a find­
ing that Botswana does not have a so­
cial insurance or pension system which 
is of general application in such country.

Accordingly, it is hereby determined 
and found that Botswana does not have 
in effect a social insurance or pension 
system which meets the requirements of 
section 202 (t) (2) of the Social Security 
Act (42 U.S.C. 402(t) (2 )).

The provisions of subparagraphs (A ) 
and (B) of section 202 (t) (4) of the So­
cial Security Act (42 U.S.C. 402(t) (4) (A ) 
and (B )) provide that section 202(t) (1) 
shall not be applicable to benefits payable 
on the earnings record of an individual 
who has 40 quarters of coverage under 
social security or who has resided in the 
United States for a period or periods ag­
gregating 10 years or more. However, the 
provisions of subparagraphs (A ) and (B ) 
of section 202 (t) (4) shall not apply to 
an individual who is a citizen of a for­
eign country that has in effect a social 
insurance or pension system which is of 
general application in such country and 
which satisfies the provisions of subpara­
graph (A) of section 202(t) (2) but not 
the provisions of subparagraph (B ) of 
section 202(t) (2).

By virtue of the finding herein, the 
limitation on payment of monthly bene­
fits to aliens included in section 202 (t)
(1) does not apply to citizens of Botswana 
receiving benefits on the earnings rec­
ords of individuals who have 40 quarters 
of coverage under social security or who 
have resided in the United States for a 
period or periods aggregating 10 years 
or more.

Dated: September 15, 1069.
H ug h  P. M cK e n n a , 

Director, Bureau of Retirement 
and Survivors Insurance.

[P.R. Doc. 69-11527; Piled, Sept. 26, 1969;
8:46 a.m.]

FEDERATION OF MALAYSIA 
Notice of Finding Regarding Foreign 
Social Insurance or Pension System
Section 202 (t) (1) of the Social Secu­

rity Act (42 U.S.C. 402(t) (1) ) prohibits 
Payment of monthly benefits to aliens, 
subject to the exceptions described in 
sections 202 (t) (2) through 202 (t) (5) of 
the Social Security Act (42 U.S.C. 402 (t)
(2) through 402(t) (5) ), for any month 
alter they have been outside the United 
states for 6 consecutive calendar months. 

Section 202(t) (2) of the Social Secu- 
ity Act (42 U.S.C. 402(t)(2)) provides 
hat section 202(t> (1) shall not apply to 

y individual who is a citizen of a for- 
i?® Jdwntry which the Secretary of 
in iff*'Education, and Welfare finds has 
tdm 6<ï>a soc*al insurance or pension sys- 
„ 'Which is of general application in 

c?untry and under which (A ) pe- 
dic benefits, or the actuarial equiva­

lent thereof, are paid on account of old 
age, retirement, or death, and (B ) indi­
viduals who are citizens of the United 
States but hot citizens of such foreign 
country and who qualify for such bene­
fits are permitted to receive such bene­
fits or the actuarial equivalent thereof 
while outside such foreign country with­
out regard to the duration of the absence.

Pursuant to authority duly vested in 
the Commissioner of Social Security by 
the Secretary of Health, Education, and 
Welfare and redelegated to him, the Di­
rector of the Bureau of Retirement and 
Survivors Insurance has approved a find­
ing that the Federation of Malaysia does 
not have a social insurance or pension 
system which pays periodic benefits, or 
the actuarial equivalent thereof, on ac­
count of old age, retirement, or death.

Accordingly, it is hereby determined 
and found that the Federation of Ma­
laysia does not have in effect a social 
insurance of pension system which meets 
the requirements of section 202(t) (2) (A ) 
of the Social Security Act (42 U.S.C. 
402(t> (2) (A ) )>

The provisions of subparagraphs (A) 
and (B ) of section 202(t) (4) of the So­
cial Security Act (42 U.S.C. 402 (t) (4)
(A ) and (B ))  provide that section 202 
(t> (1) shall not be applicable to benefits 
payable on the earnings record of an 
individual who has 40 quarters of cover­
age under social security or who has 
resided in the United States for a period 
or periods aggregating 10 years or more. 
However, the provisions of subpara­
graphs (A ) and (B ) of section 202 (t) (4) 
shall not apply to an individual who is 
a citizen of a foreign country that has 
in effect a social insurance or pension 
system which is of general application 
in such country and which satisfies the 
provisions of subparagraph (A ) of sec­
tion 202(t) (2) but not the provisions of 
subparagraph (B ) of section 202(t)(2).

By virtue of the finding herein, the 
limitation on payment of monthly bene­
fits to aliens included in section 202 (t)
(1) does not apply to citizens of the 
Federation of Malaysia receiving bene­
fits on the earnings records of individuals 
who have 40 quarters of coverage under 
social security or who have resided in 
the United States for a period or periods 
aggregating 10 years or more.

Dated: September 15, 1969.
H u g h  F. M cK e n n a , 

Director, Bureau of Retirement
and Survivors Insurance.

[F.R. Doc. 69-11528; Filed, Sept. 26, 1969;
8:46 a.m.]

MOROCCO
Notice of Finding Regarding Foreign 

Social Insurance or Pension System
Section 202 (t) (1) of the Social Secu­

rity Act (42 U.S.C. 402(t) (1) ) prohibits 
payment of monthly benefits to aliens, 
subj'ect to the exceptions described in 
sections 202(t) (2) through 202(t)(5) of 
the Social Security Act (42 U.S.C. 402 
(t) (2) through 402 (t) (5) ), for any 
month after they have been outside the 
United States for 6 consecutive calendar 
months.

Section 202 (t) (2) of the Social Secu­
rity Act (42 U.S.C. 402(t) (2 )) provides 
that section 202(t)(l) shall not apply 
to any individual who is a citizen of a 
foreign country which the Secretary of 
Health, Education, and Welfare finds, has 
in effect a social insurance or pension 
system which is of general application 
in such country and under which (A ) 
periodic benefits, or the actuarial equiva­
lent thereof, are paid on account of old 
age, retirement, or death, and (B ) indi­
viduals who are citizens of the United 
States but not citizens of such foreign 
country and who qualify for such bene­
fits are permitted to receive such benefits 
or the actuarial equivalent thereof while 
outside such foreign country without re­
gard to the duration of the absence.

Pursuant to authority duly vested in 
the Commissioner of Social Security by 
the Secretary of Health, Education, and 
Welfare, and redelegated to him, the 
Director of the Bureau of Retirement 
and Survivors Insurance has approved 
a finding that Morocco does not have a 
social insurance or pension system of 
general application in that a relatively 
small percentage of the paid labor force 
is covered under the social insurance 
system of Morocco.

Accordingly, it is hereby determined 
and found that Morocco does not have 
in effect a social insurance or pension 
system of general application which 
meets the requirements of section 
202(t) (2) of the Social Security Act 
(42 U.S.C. 402(t) (2 )) .

The provisions of subparagraphs (A ) 
and (B ) of section 202(t) (4) of the So­
cial Security Act (42 U.S.C. 402(t) (4) 
(A ) and (B ) )  to provide that section 
202 (t) (1) shall not be applicable to ben­
efits payable on the earnings record of 
an individual who has 40 quarters of 
coverage under social security or who 
has resided in the United States for a 
period or periods aggregating 10 years 
or more. However, the provisions of 
subparagraphs (A ) and (B ) of section 
202(t) (4) shall not apply to an indi­
vidual who is a citizen of a foreign coun­
try that has in effect a social insurance 
or pension system which is of general 
application in such country and which 
satisfies the provisions of subparagraph 
(A ) of section 202(t) (2) but not the pro­
visions of subparagraph (B ) of section 
202(t)(2).

By virtue of the finding herein, the 
limitation on payment of monthly ben­
efits to aliens included in section 202 
(t) (1) does not apply to citizens of 
Morocco receiving benefits on the earn­
ings records of individuals who have 
40 quarters of coverage under social 
security or who have resided in the 
United States for a period or periods ag­
gregating 10 years or more.

This augments the finding with re­
spect to Morocco published in the F ed­
eral R egister of July 9, 1960 (25 F.R. 
6489).

Dated: September 15,1969.
H u g h  F. M cK e n n a , 

Director, Bureau of Retirement 
and Survivors Insurance. 

[F.R. Doc. 69-11529; Filed, Sept. 26, 1969;
8:47 a.m.]
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THE NETHERLANDS
Notice of Finding Regarding Foreign

Social Insurance or Pension System
Section 202(t)(l) of the Social Se­

curity Act (42 U.S.C. 402(t) (1 )) prohibits 
payment of monthly benefits to aliens, 
subject to the exceptions described in 
sections 202 (t) (2) through 202 (t) (5) of 
the Social Security Act (42 U.S.C. 402 
(t) (2) through 402(t)(5 )), for any 
month after they have been outside the 
United States for 6 consecutive calendar 
months.

Section 202 (t) (2) of the Social Se­
curity Act (42 U.S.C. 402(t) (2 )) pro­
vides that section 202 (t)(l) shall not 
apply to any individual who is a citizen 
of a foreign country which the Secre­
tary of Health, Education, and Welfare 
finds has in effect a social insurance or 
pension system which is of general appli­
cation in such country and under which
(A ) periodic benefits, or the actuarial 
equivalent thereof, are paid on account 
of old age, retirement, or death, and
(B ) individuals who are citizens of the 
United States but not citizens of such 
foreign country and who qualify for 
such benefits are permitted to receive 
such benefits or the actuarial equivalent 
thereof while outside such foreign coun­
try without regard to the duration of the 
absence.

Pursuant to authority duly vested in 
the Commissioner of Social Security by 
the Secretary of Health, Education, and 
Welfare, and redelegated to him, the 
Director of the Bureau of Retirement and 
Survivors Insurance has approved a 
finding that the Netherlands has in ef­
fect a pension system of general applica­
tion which meets the requirements of 
section 202(t) (2) (A ) in that it pays 
periodic benefits on account of old age, 
retirement, or death. Pursuant to orders- 
in-council approved by the Crown, the 
Netherlands removed all restrictions on 
the payment of benefits to qualified U.S. 
citizens, effective as of July 1, 1968, thus 
permitting payment of benefits without 
reduction to qualified U.S. citizens while 
outside the country without regard to the 
duration of the absence. Therefore, the 
pension system of the Netherlands meets 
the requirements of section 202( t ) (2) 
(B ).

Accordingly, it is hereby determined 
and found that the Netherlands has in 
effect beginning with July 1, 1968, a 
pension system of general application 
which meets the requirements of section 
202(t) (2) (A ) and (B ) of the Social 
Security Act (42 U.S.C. 402(t)(2) (A ) 
and (B ) ).

This revises the finding published in 
the F ed er al  R e g is t e r  o f  July 14, 1960 
(25 F.R. 6657). ,

Dated: September 15, 1969.
H u g h  F . M cK e n n a , 

Director, Bureau of Retirement 
and Survivors Insurance.

[F.R. Doc. 69-11530; Filed, Sept. 26, 1969;
8:47 a.m.]

PAKISTAN
Notice of Finding Regarding Foreign

Social Insurance or Pension System
Section'202 (t) (1) of the Social Secu­

rity Act (42 U.S.C. 402(t) (1 )) prohibits 
payment of monthly benefits to aliens, 
subject to the exceptions described in 
sections 202(t) (2) through 202(t) (5) of 
the Social Security Act (42 U.S.C. 
402(t) (2) through 402(t)(5>), for any 
month after they have been outside the 
United States for 6 consecutive calendar 
months.

Section 202(t) (2) of the Social Secu­
rity Act (42 U.S.C. 402(t)(2 )) provides 
that section 202 (t) (1) shall not apply to 
any individual who is a citizen of a for­
eign country which the Secretary of 
Health, Education, and Welfare finds has 
in effect a social insurance or pension 
system which is of general application in 
such country and under which (A ) 
periodic benefits, or the actuarial equiva­
lent thereof, are paid on account of old 
age, retirement, or death, and (B ) in­
dividuals who are citizens of the United 
States but not citizens of such foreign 
country and who qualify for such benefits 
are permitted to receive such benefits or 
the actuarial equivalent thereof while 
outside such foreign country without re­
gard to the duration of the absence.

Pursuant to authority duly vested in 
the Commissioner of Social Security by 
the Secretary of Health, Education, and 
Welfare, and redelegated to him, the 
Director of the Bureau of Retirement 
and Survivors Insurance has approved 
a finding that Pakistan does not have a 
social insurance or pension system under 
which periodic benefits, or the actuarial 
equivalent thereof, are paid on account 
of old age, retirement, or death.

Accordingly, it is hereby determined 
and found that Pakistan does not have 
in effect a social insurance or pension 
system of general application which 
meets the requirements of section 202 (t)
(2) (A ) of the Social Security Act (42 
U.S.C. 402(t) (2) (A ) ) .

The provisions of subparagraphs (A ) 
and (B ) of section 202 (t) (4) of the Social 
Security Act (42 U.S.C. 402 (t) (4) (A ) 
and (B ))  provide that section 202 (t) (1) 
shall not be applicable to benefits pay­
able on the earnings record of an indi­
vidual who has 40 quarters of coverage 
under social security or who has resided 
in the United States for a period or 
periods aggregating 10 years or more. 
However, the provisions of subpara­
graphs (A ) and (B ) of section 202(t) (4) 
shall not apply to an individual who is 
a citizen of a foreign country that has 
in effect a social insurance or pension 
system which is of general application in 
such country and which satisfies the pro­
visions of subparagraph (A ) of section 
202 (t) (2) but not the provisions of sub- 
paragraph (B ) of section 202 (t) (2).

By virtue of the finding herein, the 
limitation on payment of monthly bene­
fits to aliens included in section 202 (t) (1) 
does not apply to citizens of Pakistan

receiving benefits on the earnings rec­
ords of individuals who have 40 quarters 
of coverage under social security or who 
have resided in the United States for a 
period or periods aggregating 10 years 
or more.

This augments the finding with respect 
to Pakistan published in the F ederal 
R e g is t e r  of July 26, 1958 (23 F.R. 5674).

Dated: September 15, 1969.
H u g h  F . M cK e n n a , 

Director, Bureau of Retirement 
and Survivors Insurance.

[F.R. Doc. 69-11531; Filed, Sept. 26, 1969;
8:47 a.m.]

PERU
Notice of Finding Regarding Foreign

Social Insurance or Pension System
Section 202 (t) (1) of the Social Secur­

ity Act (42 U.S.C. 402(t) (1 )) prohibits 
payment of monthly benefits to aliens, 
subject to the exceptions described in 
sections 202(t) (2) through 202(t)(5) of 
the Social Security Act (42 U.S.C. 402(t)
(2) through 402(t)(5 )), for any month 
after they have been outside the United 
States for 6 consecutive calendar months.

Section 202 (t) (2) of the Social Secur­
ity Act (42 U.S.C. 402(t) (2 )) provides 
that section 202 (t)(l) shall not apply 
to any individual who is a citizen of a 
foreign country which the Secretary of 
Health, Education, and Welfare finds 
has in effect a social insurance or pen­
sion system which is of general appli­
cation in such country and under which 
(A ) periodic benefits, or the actuarial 
equivalent thereof, are paid on account 
of old age, retirement, or death, and (B) 
individuals who are citizens of the 
United States but not citizens of such 
foreign country and who qualify for 
such benefits are permitted to receive 
such benefits or the actuarial equivalent 
thereof while outside such foreign coun­
try without regard to the duration of the 
absence.

Pursuant to authority duly vested in 
the Commissioner of Social Security by 
the Secretary of Health, Education, and 
Welfare, and redelegated to him, the 
Director of the Bureau of Retirement 
and Survivors Insurance has approved a 
finding that Peru has in effect a social 
insurance system of general application 
which meets the requirements of section 
202(t) (2) (A ) in that it pays periodic 
benefits on account of old age, retire­
ment, or death. On February 25, 1969, 
pursuant to a Decree-law issued by the 
Government of Peru, Peru removed all 
restrictions on the payment of benefits 
to qualified U.S. citizens, effective as of 
February 1, 1969, thus permitting pay* 
ment of benefits to qualified U.S. citizens 
while outside the country without regard 
to the duration of the absence. There­
fore, the social insurance system of PerU 
meets the requirements of section 202 
(t) (2) (B ).
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Accordingly, it is hereby determined 
and found that Peru has in effect begin­
ning with February 1, 1969, a social in­
surance system of general application 
which meets the requirements of section 
202(t) (2) (A) and (B ) of the Social 
Security Act (42 U.S.C. 402(t) (2) (A ) 
and (B)>.

This revises the finding with respect 
to Peru published in the F ederal R egis ­
ter of June 4, 1959 (24 F.R. 4567).

Dated: September 15, 1969.
H u g h  F. M cK e n n a , 

Director, Bureau of Retirement 
and Survivors Insurance.

[F.R. Doc. 69-11532; Filed, Sept. 26, 1969;
8:47 a.m.]

UGANDA
Notice of Finding Regarding Foreign 
Social Insurance or Pension System
Section 202 (t) (1) of the Social Se­

curity Act (42 U.S.C. 402(t) (1 )) pro­
hibits payment of monthly benefits to 
aliens, subject to the exceptions described 
in sections 202 (t) (2) through 202 (t) (5) 
of the Social Security Act (42 U.S.C. 402 
(t) 12) through 402(t)(5 )), for any 
month after they have been outside the 
United States for 6 consecutive calendar 
months.

Section 202(t) (2) of the Social Secu­
rity Act (42 U.S.C. 402(t) (2 )) provides 
that section 202(t) (1) shall not apply to 
any individual who is a citizen of a for­
eign country which the Secretary of 
Health, Education, and Welfare finds has 
in effect a social insurance or pension 
system which is of general application in 
such country and under which (A ) peri­
odic benefits, or the actuarial equivalent 
thereof, are paid on account of old age, 
retirement, or death, and (B ) individuals 
who are citizens of the United States but 
not citizens of such foreign country and 
who qualify for such benefits are per­
mitted to receive such benefits or the 
actuarial equivalent thereof while out­
side such foreign country without regard 
to the duration of the absence.

Pursuant to authority duly vested in 
the Commissioner of Social Security by 
the Secretary of Health, Education, and 
Welfare, and redelegated to him, the 
Director of the Bureau of Retirement and 
Survivors Insurance has approved a find- 
mg that Uganda does not have a social 
insurance or pension system which pays 
periodic benefits, or the actuarial equiva­
lent thereof, on account of old age, re­
tirement, or death.

Accordingly, it is hereby determined 
and found that Uganda does not have 
n effect a social insurance or pension 
system which meets the requirements 
of section 202(t) (2) (A ) of the Social 
security Act (42 U.S.C. 402(t) (2) (A ) ).
9nI^DPro^ ons ° f  subparagraphs (A ) 
7™* (B> of section 202 (t) (4) of the So­
cial Security Act (42 U.S.C. 402 (t) (4) 

(®) provide that section 
t; ( i) shall not be applicable to bene- 
Payable on the earnings record of 

811 individual who has 40 quarters of

coverage under social security or who has 
resided in the United States for a period 
or periods aggregating 10 years or more. 
However, the provisions of subpara­
graphs (A ) and (B ) of section 202 (t) (4) 
shall not apply to an individual who is 
a citizen of a foreign country that has 
in effect a social insurance or pension 
system which is of general application 
in such country and which satisfies the 
provisions of subparagraph (A ) of sec­
tion 202(t) (2) but not the provisions of 
subparagraph (B ) of section 202(t) (2).

By virtue of the finding herein, the 
limitation on payment of montly benefits 
to aliens included in section 202 (t)(l)^  
does not apply to citizens of Uganda re­
ceiving benefits on the earnings records 
of individuals who have 40 quarters of 
coverage under social security or who 
have resided in the United States for a 
period or periods aggregating 10 years 
or more.

Dated: September 15,1969.
H u g h  F . M cK e n n a , 

Director, Bureau of Retirement 
and Survivors Insurance.

[F.R. Doc. 69-11533; Filed, Sept. 26, 1969;
8:47 a.m.]

CIVIL AERONAUTICS BOARD
[Docket No. 19956]

TRANSPORTES AEREOS NACIONALES,
S.A.

Notice of Resumption of Hearing
Notice is hereby given, pursuant to the 

provisions of the Federal Aviation Act of. 
1958, as amended, that the hearing in 
the above-entitled matter, which re­
cessed on September 11, 1969, will be re­
sumed on October 1, 1969, at 10 a.m., 
d.s.t., in Room 805, Universal Building, 
1825 Connecticut Avenue NW., Wash­
ington, D.C., before the undersigned 
examiner.

Dated at Washington, D.C., Septem­
ber 23,1969.

[ seal ]  E dward  T . S todola,
Hearing Examiner.

[F.R. Doc. 69-11551; Filed, Sept. 26, 1969; 
8:48 a.m.]

[Docket No. 21238]

SERVICE MAIL RATES FOR 
INTRA-ALASKA ROUTES

Notice of Prehearing Conference
Notice is hereby given that a prehear­

ing conference in the above-entitled 
matter Is assigned to be held on Octo­
ber 14, 1969, at 10 a.m., e.s.t., in Room 
726, Universal Building, 1825 Connecticut 
Avenue NW., Washington, D.C., before 
Examiner Harry H. Schneider.

Requests for information and evi­
dence, statements of proposed issues, 
proposed procedural dates and motions 
shall be filed with the examiner and 
parties on or before October 6, 1969.

Dated at Washington, D.C., Septem­
ber 24,1969.

[ seal ]  T h o m as  L. W r e n n ,
Chief Examiner.

[F.R. Doc. 69-11552; Filed, Sept. 26, 1969;
8:49 a.m.[

[ Docket No. 21454; Order 69-9-127]

DETROIT-NASHVILLE NONSTOP 
INVESTIGATION

Order Institutihg Investigation
Adopted by the Civil Aeronautics 

Board at its office in Washington, D.C., 
on the 23d day of September 1969.

The Board has decided to institute a 
proceeding designated as the Detroit - 
Nashville Nonstop Investigation, which 
will focus on the need for nonstop service 
between Detroit and Nashville. No effec­
tive single-carrier service is presently au­
thorized between Detroit and Nashville. 
Thus, the majority of the Detroit-Nash- 
ville traffic must utilize two-carrier con­
necting service over such cities as Louis­
ville, Columbus, Cincinnati, Pittsburgh, 
and Cleveland. Moreover, the traffic vol­
ume warrants an examination of the need 
for nonstop service. Under these circum­
stances, we consider an investigation 
warranted.

Accordingly, it is ordered, That:
1. An investigation designated as the 

Detroit-Nashville Nonstop Investigation 
be and its hereby is instituted in Docket 
21454 pursuant to sections 204(a) and 
401(g) of the Federal Aviation Act of 
1958, as amended, to determine whether 
the public convenience and necessity re­
quire the alteration, amendment, or mod­
ification of any air carrier certificates so 
as to authorize nonstop service between 
Detroit, Mich., and Nashville, Tenn.;

2. Any authority awarded herein shall 
be without subsidy eligibility;

3. Motions to consolidate, applications, 
and motions or petitions seeking modifi­
cation or reconsideration of this order 
shall be filed no later than 20 days after 
the service of this order and answers to 
such pleadings shall be filed no later than 
10 days thereafter;

4. This proceeding shall be set for 
hearing at a time and place to be here­
after designated; and

5. A copy of this order shall be served 
upon the Mayors of Detroit and Nash­
ville; the Governors of Michigan and 
Tennessee; Airlift International, Inc.; 
American Airlines, Inc.; Allegheny Air­
lines, Inc.; Delta Air Lines, Inc.; Eastern 
Air Lines, Inc.; Flying Tiger Line, Inc.; 
Mohawk Airlines, Inc.; North Central 
Airlines, inc.; Northwest Airlines, Inc.; 
Trans World Airlines, Inc.; United Air 
Lines, Inc.; Northeast Airlines, Inc.; 
Braniff Airways, Inc.; Seaboard World 
Airlines, Inc.; Ozark Air Lines, Inc.; 
Southern Airways, Inc.; and Piedmont 
Aviation, Inc.

This order shall be published in the 
F ederal R egister .

By the Civil Aeronautics Boards
[seal!  H arold R . S anderson ,

Secretary.
[F.R. Doc. 69-11553; Filed, Sept. 26, 1969;

8:49 a.m.}
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FEDERAL COMMUNICATIONS COMMISSION
[Mexican List No. 258]

MEXICAN BROADCAST STATIONS
Notification List of New Stations, Proposed Changes in Existing Stations, Deletions, and Corrections

June 16, 1969.
List of new stations, proposed changes in existing stations, deletions, and corrections in assignments of Mexican standard 

broadcast stations modifying the assignments of Mexican broadcast stations contained in the appendix to the recommendations 
of the North American Regional Broadcasting Agreement Engineering Meeting, January 30,1941.

Call letters Location
Antenna

Power watts radiation Schedule Class 
mv/m/kw

Antenna Ground system Proposed date
height -----------------  of change or
(feet) Number Length commencement

of radials (feet) of operation

680 kilocycles
H IX E T S  (temporary operation 

with 500 W, N D , U  beginning 
6-30-69. This notifies the 
supplementary information).

Tapachula, Chis., N . 
14°54'18', W. 92°15'56".

1000D/500N..........

680 kilocycles

ND-Í75 U

X E K C  (this corrects the class 
and modifies the expected 
date of entry into operation).

Oaxaca, Oax................. ...... . 5000D/1000N_____

690 kilocycles

DA-2 U II

X E R G  (correction of an 
omission: In operation with 
500 W-D/250 W -N , N D , since 
4-1-63. This notifies the 
supplementary information).

Monterrey, N .L ., N . 
25°40'11', W. 100°18'21'.

500D/200N_______

710 kilocycles

. ND-777 u H

X E K U  (in operation with 500 
W-D/150 W -N , since 6-13-69. 
This notifies the supplementary 
information).

Acapulco, Gro., N . 
16°51'20', W. 99°53'06'.

600D/ 150N_______

970 kilocycles

. ND-J75 . u II

X E Q X  (correction of an 
omission: In operation on 970 
kc/s with 500 W-D/150 W -N , 
N D , since 10-17-66. Modify 
daytime class. This notifies 
the supplementary 
information).

Monclova, Coah., N .
26°55'28', W. 101°26'29'.

500D/150N...___

1010 kilocycles

ND-/75-D  
N D  -160-N

u I I I -  D/
IV -  N

X E F M  (operation temporarily 
suspended beginning 6-25-69).

Veracruz, Ver....... ............. . 1000D/200N______

1160 kilocycles

N D u II

X E IW  (operation temporarily 
suspended beginning 5-14-69).

Uruapan, Mich------------------ . 1000______________

W fi kilocycles

N D D II

(New ) (assignment deleted)______ . Salina Cruz, Oax................ . 250_______________
1480 kilocycles

N D u IV

X E O U  (in operation since 
6-18-69. This notifies the

Huajuapan de Leon, Oax., 
N. 17®48'25', W. 97°47'10'.

500______________ - . ND-175 D H I

supplementary information).

m

188

90

90

90

90

344

167

6-12-70 (probable). 

4- 1- 68.

6-18-69.

10-17-66.

6-16-69.

6-18-69.

F ederal C o m m u n ic a t io n s  C o m m issio n ,
[ seal ] W allace E. Jo h n s o n ,

Assistant Chief, Broadcast Bureau.
[F.R. Doc. 69-11543; Filed, Sept. 26, 1969; 8:48 a.m.]

FEDERAL MARITIME COMMISSION
CONTINENTAL NORTH ATLANTIC  
WESTBOUND FREIGHT CONFERENCE

Notice of Agreement Filed
Notice is hereby given that the follow­

ing agreement has been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act, 1916, as 
amended (39 Stat. 733, 75 Stat. 763, 46 
U.S.C. 814).

Interested parties may inspect and ob­
tain a copy of the agreement at the 
Washington office of the Federal Mari­
time Commission, 1405 I Street NW., 
Room 1202; or may inspect agreements 
at the offices of the District Managers, 
New York, N.Y., New Orleans, La., and 
San Francisco, Calif. Comments with ref­
erence to an agreement including a re­
quest for hearing, if desired, may be 
submitted to the Secretary, Federal Mar­
itime Commission, Washington, D.C. 
20573, within 20 days after publication 
of this notice in the F ederal R egister . 
A copy of any such statement should also

be forwarded to the party filing the 
agreement (as indicated hereinafter) and 
the comments should indicate that this 
has been done.

Notice of agreement filed by;
Mr. Burton H. White, Burlingham, Under­

wood, Wright, White & Lord, 25 Broadway,
New York, N.Y. 10004.

Agreement No. 8210-7 between the 
member lines of the Continental North 
Atlantic Westbound Freight Conference 
amends the self-policing provisions of the 
basic agreement. It provides for the es­
tablishment of an enforcement authority 
or neutral body to police the Conference 
and for review of the findings and/or 
penalties imposed by the neutral body by 
arbitrators if demanded by the accused 
line. The qualifications, duties and au­
thority of the neutral body, the rights of 
the accused line, procedural requirements 
for the handling of complaints, hearings 
and arbitration of the decisions reached 
by the neutral body are spelled out. Pro­
vision is also made for the imposition of 
fines for violations which shall not ex­
ceed $5,000 for any single violation.

By order of the Federal Maritime 
Commission.

Dated: September 24,1969.
T ho m as  L isi, 

Secretary.
[F.R. Doc. 69-11544; Filed, Sept. 26, 1969; 

8:48 a.m.]

[Independent Ocean Freight Forwarder 
License No. 1247]

INTERMODAL TRANSPORT CO., INC.
Order of Revocation

By letter dated September 9, 1969, In* 
termodal Transport Co., Inc., 1075 Bry­
ant Street, San Francisco, Calif. 94103, 
voluntarily returned its License No. 124 < 
to the Federal Maritime Commission and 
advised that it had no intention of carry­
ing on the business of independent ocean 
freight forwarding.

By virtue of authority vested in me by 
the Federal Maritime Commission as se 
forth in Manual of Orders, Commission 
Order 201.1, section 6.03,
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It is ordered, That the Independent 
Ocean Freight Forwarder License No. 
1247 of Intermodal Transport Co., Inc., 
be and is hereby revoked effective Sep­
tember 19, 1969.

It is further ordered, That a copy of 
this order be published in the F ed er al  
Register and served upon Intermodal 
Transport Co., Inc.

J o h n  F. G il s o n , 
Deputy Director, 

Bureau of Domestic Regulation.
[P.R. Doc. 69-11545; Filed, Sept. 26, 1969; 

8:48 a.m.]

[Independent Ocean Freight Forwarder 
License No. 909]

LYKES BROS, STEAMSHIP CO., INC.
Order of Revocation

By letter dated September 15, 1969, 
Lykes Bros. Steamship Co., Inc., Post 
Office Box 50998, New Orleans, La. 70150, 
voluntarily surrendered its License No. 
909. The licensee advised the Federal 
Maritime Commission that its forward­
ing services have been confined to those 
functions which, as an oceangoing com­
mon carrier, it can render without a 
license.

By virtue of authority vested in me by 
the Federal Maritime Commission as set 
forth in Manual of Orders, Commission 
Order 201.1, section 6.03,

It is ordered, That the Independent 
Ocean Freight Forwarder License No. 
909 of Lykes Bros. Steamship Co., Inc., 
be and is hereby revoked effective Sep­
tember 19,1969.

It is further ordered, That this revoca­
tion is without prejudice to reapplication 
for a license at a later date.

It is further ordered, That a copy of 
this order be published in the F ederal 
Register and served upon Lykes Bros. 
Steamship Co., Inc.

John F. G ilso n , 
Deputy Director, 

Bureau of Domestic Regulation.
[F.R. Doc. 69-11546; Filed, Sept. 26, 1969;

8:48 a.m.]

[Docket No. 69—49; Agreement No. 6010-14]

STRAITS/NEW YORK CONFERENCE
Order for Investigation and Hearir

Agreement No. 6010-14, filed for a] 
Proval under section 15 of the Shippii 
Act, 1916, by the member lines of tl 
straits/New York Conference, is an “E: 
elusive agency” agreement where! 
® ® * )er lines and their agents are pr 
nibited from representing nonconferen 
carriers— common, private, and coi 
tract-in Straits’ area loading pon 
broker aS kuskanding a&ent> or charter»

Both the initial and continued ap- 
proval of any agreement under section 15 
are dependent upon a determination that 

agreement is not unjustly discrimi- 
ry as between carriers, shippers, ex­

porters, importers, or ports or between 
exporters from the United States and 
their foreign competitors or contrary to 
the public interest or otherwise in vio­
lation of the Shipping Act, 1916, as 
amended, and that it does not operate to 
the detriment of the commerce of the 
United States.

Information before the Commission is 
insufficient for it to know what trans­
portation circumstances necessitated 
filing of the modifications, or what the 
impact of any approval will be in Straits’ 
area loading ports. The Commission de­
sires to develop information to deter­
mine whether the sweeping prohibition 
here is necessary and compatible with 
the criteria _of approvability set forth in 
section 15, or whether lesser restraints 
will serve the Conference’s purposes.

Now therefore, it is ordered, That an 
investigation and hearing is hereby in­
stituted pursuant to sections 15 and 22 of 
the Shipping Act to determine whether 
Agreement No. 6010-14 is justified in the 
circumstances and whether it should be 
approved, disapproved or modified; and 

It is further ordered, That the lines 
listed in Appendix A hereto, are hereby 
made respondents in this proceeding; 
and

It is further ordered, That this matter 
be assigned for public hearing before an 
examiner of the Commission’s Office of 
Hearing Examiners and that the hear­
ing be held at a date and place to be de­
termined and announced by the presid­
ing examiner; and

It is further ordered, That notice of 
this order be published in the Federal 
R egister and that a copy thereof and 
notice of hearing be served upon re­
spondents; and

It is further ordered, That any person, 
other than respondents, who desires to 
become a party to this proceeding and 
participate therein, shall file a petition 
to intervene with the Secretary, Federal 
Maritime Commission, Washington, D.C. 
20573, on or before October 13, 1969, with 
copy to parties.

And it is further ordered, That all 
future notices issued by or on behalf of 
the Commission in this proceeding, in­
cluding notice of time and place of hear­
ing or prehearing conference, shall be 
mailed directly to all parties of record. 

By the Commission.
[ seal] T homas L is i,

Secretary.
Appendix A

J. N. Aucutt, Esq., Chairman, Straits/New 
York Conference, Post Office Box No. 247, 
Hong Kong Bank Chambers, Sixth Floor, 
Singapore 1.

American President Lines, 601 California 
Street, San Francisco, Calif. 94108. 

Barber-Fern Line, Fearnley & Eger, Barber 
Steamship Lines, Inc., Agent, 17 Battery 
Place, New York, N.Y. 10004.

Hoegh Lines, Nedlloyd Lines, Inc., General 
Agents, 25 Broadway, New York, N.Y. 10004. 

Isthmian Lines, Inc., States Marine-Isthmian 
Agency, Inc., 90 Broad Street, New York, 
N .Y .10004.

Kawasaki Kisen Kaisha, Ltd., “K ” Line New 
York, Inc., General Agents, 29 Broadway, 
New York, N.Y. 10006.

Lykes Bros. Steamship Co., Inc., 1770 
Tchoupitoulas Street, Post Office Box 50998, 
New Orleans, La.

Maersk Line (A. P. M oller), 67 Broad Street, 
New York, N.Y. 10004.

Mitsui O.S.K. Lines, Ltd., 17 Battery Place, 
New York, N.Y. 10004.

N. V. Nedlloyd Lijnen, Nedlloyd Lines, 25 
Broadway, New York, N.Y. 10004.

Nippon Lusen Kaisha (N.Y.K. L ine ), 25 
Broadway, New York, N.Y. 10004.

P. N. Djakarta Lloyd, Kerr Steamship Co., 
Inc., General Agents, 29 Broadway, Second 
Floor, New York, N.Y. 10006..

Thai Mercantile Marine Ltd., States Marine- 
Isthmian Agency, Inc., 90 Broad Street, 
New York, N.Y. 10004.

The Scindia Steam Navigation Co., Ltd., 
United States Navigation Co., Inc., 17 Bat­
tery Place, New York, N.Y. 10004.

[F.R. Doc. 69-11547; Filed, Sept. 26, 1969; 
8:48 a.m.]

GENERAL SERVICES 
ADMINISTRATION !

[Federal Property Management Regs. Tem­
porary Reg. F-57]

CHAIRMAN OF ATOMIC ENERGY 
COMMISSION

Delegation of Authority To Represent 
Customer Interest in an Electric 
Service Rate Proceeding
1. Purpose. This regulation delegates 

authority to the Chairman, Atomic En­
ergy Commission, to represent the cus­
tomer interest of the Federal Gov­
ernment in an electric service rate 
proceeding.

2. Effective date. This regulation is 
effective immediately.

3. Delegation, a. Pursuant to the au­
thority vested in me by the Federal Prop­
erty and Administrative Services Act of 
1949, 63 Stat. 377, as amended, particu­
larly sections 201(a)(4) and 205(d) (40 
U.S.C. 481(a) (4) and 486(d)), authority 
is delegated to the Chairman, Atomic 
Energy Commission, to represent the in­
terests of the executive agencies of the 
Federal Government before the Idaho 
Public Utilities Commission in a proceed­
ing involving electric service rates of the 
Idaho Power Co. (Case No. U-1006-68).

b. The Chairman, Atomic Energy Com­
mission, may redelegate this authority to 
any officer, official, or employee of the 
Atomic Energy Commission.

c. This authority shall be exercised in 
accordance with the policies, procedures, 
and controls prescribed by the General 
Services Administration, and further, 
shall be exercised in cooperation with the 
responsible officers, officials, and em­
ployees thereof.

John  W. Chapm an , Jr.,
Acting Administrator 

of General Services.
September 23, 1969.

[F.R. Doc. 69-11508; Filed, Sept. 26, 1969; 
8:45 a.m.]

No. 186—P t. I ---- $ FEDERAL REGISTER, VOL. 34, NO. 186— SATURDAY, SEPTEMBER 27, 1969



14914 NOTtCCS

FEDERAL POWER COMMISSION
[Docket Nos. RI70-215 etc.]

GEORGE T. ABELL ET AL.
Order Accepting Contract Amendments, Providing for Hearings on and Suspension of Proposed Changes in Rates1

S eptember 19, 1969.
The above-named Respondents have tendered for filing proposed changes in presently effective rate schedules for sales of 

natural gas subject to the jurisdiction of the Commission. The proposed changes, which constitute increased rates and 
charges, are designated as follows:

Cents per Mcf JRatein

Docket
No.

Respondent
Rate
sched­
ule
No.

Sup­
ple­

ment
No.

Purchaser and producing area
Amount

of
annual

increase

Date
filing

tendered

Effective 
date un­
less sus­
pended

Date -  
suspended 

until— Rate in 
effect

Proposed 
increased rate

effect sub­
ject to 

refund in 
dockets 

Nos.

RI70-215. . George T. Abell, Post 3 6 El Paso Natural Gas Co. (Red $976 8-26-69 ■2:9-26-69 2-26-70 17.69 » » » 19.60
Office Box 430, Mid- Hills Area, Lea County, N . Mex.)
land, Tex. 79701. (Permian Basin Area).

RI70-216- . Austral Oil Co., Inc., 21 4 El Paso Natural Gas Co. (Huer- 2,802 8-25-69 2 10- 1-69- 3- 1-70 « 14.0 « T » 15.0 RI64-342.
2700 Humble Bldg., fanito Field, San Juan County,
Houston, Tex. 77Ó02. N . Mex.) (San Juan Basin

Area).
22 2 .......do___........................................ 34,670 8-25-89 2 10- 1-69 3- 1-70 13.0 « » 14.0

.......do............................ 24 3 .......do........................................... 6,708 8-25-69 2 10- 1-69 3- 1-70 13.0 6 » 14.0
26 6 .......do........................... ....... ......... 3,340 8-25-69 2 10- 1-69 3- 1-70 13.0 «»  14.0

RI70-217. . Pubco Petroleum 1 »30 El Paso Natural Gas Co. (Blanco 54,677 8-20-69 >»9-20-69 2-20-70 * »  14.2501 « 1 » »  15.2525 RI64-541.
Corp., Post Office 1 >2 31 Mesa Verde Field, San Juan
Box 869, Albuquer- County, N . Mex. (San Juan
que, N . Mex. 87103. Basin Area).

1,416 8-20-69 i» 9-20-69 2-20-70 13.0 « > »  14.2357 RI64-541,
.......do.............. — ........ 2 4 .......do________________ __________ 480 8-20-69 »9-20-69 2-20-70 » »  14.2501 « 2 » »  15.2525 RI64-541.
.......do............................ 3 5 ____ do........ .................... - .............. 1,219 8-20-69 »9-20-69 2-20-70 * «  14.2501 « 2 e u 16.2525 RI64-541,
.......do--------- ----------------- 4 31 El Paso Natural Gas Co. (Various 8,808 8-20-69 »9-20-69 2-20-70 »  12.2308 « 2 »  13.2188

Pictured Cliffs Fields;, San Juan 
and Rio Arriba Counties, 
N.M ex.) (San Juan Basin Area).

_____do------ ------------______  .5 5 .■Southern Union Gathering Co. 
(BlaneoMesa Verde Field, San 
Juan County, N .M ex.) (San 
Juan Basin Area).

3,377 8-20-69 >» 9-20-69 2-20-70 »14.2693 » 2 11 13 15.2886 RI64-541.

_____do........ ..........______  6 4 E l Paso Natural Gas Co. 
(Ignacio Blanco Field, La  
Plata County, Colo.)

8,939 8-20-69 1» 9-2069 2-20-70 14.0 * 215.0 RI64-641.

____ do------ ------------ ........  7 » 8 E l Paso Natural Gas Co. (South 257 8-20-69 »  9-2069 2-20-70 «  12.2295 • » »  13.2175 RI64-537.
Blanco Pictured Cliffs and 
Blanco Mesa Verde Fields, Rio 
Arriba County, N . Mex.) (San

7 >»0 ____ do........................................- -. 4,806 8-2069 »9-2069 2-20-70 * »  14.2486 « » * «  15.2510 RI64-541.
____ do............................. fl 6 Southern Union Gathering Co. 1,092 8-2069 »  9-2069 2-20-70 »14.2693 * » »  »  is. 2886 RI64-541.

(BlaneoMesa Verde Field, San 
Juan County, N .M ex.) (San 
Juan Basin Area).

RI64-541........do............................. 10 8 ____ do. .............................. ......... 397 8-2069 >8 9-2069 2-20-70 »  14.2693 « » »  «  15.2886
___ -do............................. 11 8 ____ do............................................ 310 8-2069 >« 9-2069 2-20-70 «14.2603 « 7 a «15.2886 RI64-541.

16 6 E l Paso Natural Gas Co. (Aztec 32 8-2069 »9-2069 2-20-70 . »  12.2020 «7 »13.2188 RI66-3.

i
Pictured Cliffs Field, San Juan 
County, N .M ex.) (San Juan 
Basin Area).

R164-544.RI70-218. . Pubco Petroleum Corp. 8 12 Southern Union Gathering Co. 3,957 8-2069 »9-2069 2-20-70 »  14.2693 * 7 n 13 15.2886
(Operator) et al. (BlaneoMesa Verde Field, San R165-63/.

Juan County, N .M ex.) (San 
Juan Basin Area).

RI64-544........do.............. .............. 13 »23 E l Faso Natural Gas Co. (Basin 16,932 8-2069 »8-2069 2-20-70 » »  14.2486 8 » « »  16.2510
13 «»24 Dakota Field, San Juan and 

Rio Arriba Counties, N .M ex.) 
(San Juan Basin Area).

16,072 8-2069 »9-2069 2-20-70 13.0 * » »  14.2357

RI64-529.RI70-219. . Kingwood Oil Co., 100 7 2 El Paso Natural Gas Co. (Argo 299 8-2869 Mfl-2869 2-28-70 »14.0 • » » 16.0
Park Avenue Bldg., Lease, San Juan County,
Oklahoma City, N .M ex.) (San Juan Basin
Okla. 73102. Area).

RI70-220- . Sun Gil Co., D X  
Division (Operator)

21 >« 16 8-2569 3 0-25-60 (Arivmt.edi
21 17 (Marshall Field, Goliad 17,677 8-2569 »9-2569 ' 2-25-7Ó 13.2002 i  1« 30 is, 3

et al., 907 South County, Tex.) (R R . District
Detroit Ave., Tulsa, 
Okla. 74120.

No. 2).

RI70-221. . Continental Oil Co. 207 >» 16 United Gas Pipe Line Co. 8-2869 »9-2869 (Accepted) .
(Operator) et al., 207 16 (Cabeza Creek Area, Goliad ■48,476 8-2869 »9-2869 2-28-70 13.2002 1 »  20 18.3
Houston, Tex. 77001. and DeWitt Counties, Tex.)

(R R . District No. 2).

See footnotes at end of table.

1 Does not consolidate for hearing or dispose of the several matters herein.
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Kate Sup-
Docket Respondent sched- pie-

«o  ule ment
No. No.

R170-222--Sun  Oil Co., D X  Divi- 175 7
sion 907 South 
Detroit Ave., Tulsa,
Okla..

.....d o ..— ___ __________  28 5

.dò: 240 5

RI70-223.. Texaco, Inc., Post 338 1
Office Box 3109*
Midland, Tex. 79701

BDO-224.. Kason Oil Co; (Opera- 22 254
tor) et aL.Post Office 
Box 18755, Oklahoma 
City, Okla. 73118.

BI70-225.. J. C. Barnes OÜ Co. 2 2.
(Operator) et al.,
Post Office Box 505,
Midland, Tex. 79701.

Purchaser and producing area

Tennessee Gas Pipeline Co., a 
division of Tenneco, In . 
(Seeligson Field, JimWells 
County, Tex.) (K K . District 
No. 4).

Phillips Petroleum Co.?1 (Pan­
handle Field, Hutchinson and 
Moore Counties, Tex.) (R B .  
District No . 10).

Northern Natural Gas ¡Co. 
(Southeast Como Field, Beaver 
County, Okla.) (Panhandle 
Area), t

Northern Natural Gas Co.
(Texas Panhandle Area, Lips­
comb, Hansford, and Ochil­
tree Counties, Tex:) (R B . 
District No. 10).

Northern Natural Gas Co. (West 
Sharon Eield Woodward, 
County,'Okla.) (Panhandle 
Area).

Panhandle Eastern Pipe Line 
Co. (Aledo Field, Hunton For­
mation, Dewey and Custer 
Counties, Okla.) (Oklahoma 
“ Other” Area).

Amount
of

annual
increase

Date
filing

tendered

Effective 
date un­
less sus­
pended

Cents.per Mcf Rate in 
• effect sub- 

ject to 
refund in 
dockets 

Nos.

suspended
u n ii— Rate in 

effect
Proposed 

increased, rate

$71,458 8-29-69 * 11-1-69 4- 1-70 15.6 i 8 16.6 RI68-405.

4,730 8-29-69 22 11-1-69- 1-1-70 2213.0 Í 8 28 14.0 RI66-109.

531 8-29-69 2 ll-rl-69- 4- 1-70 28 »1 7 .015 4 « 20 24 IS. 015 RI68-454.

3,360 8-27-69 2 11-1-69 4- 1-70 so 17. o 4 8 2018. 0

3,430 8-27-69 2 9-27-69 2-27-70’ 2217. O' * 8 28 18.0

615,960 8-29-69 2 9-29-69 2-28-70 2815.0 4 26 27 17. 9

2 The stated effective date is the effective date requested by Respondent.
8 Increase from applicable area ceiling rate to contract rate.
‘ Pressure base is 14.65 p.s.i.a.
8 Includes B  .t .u. adjustment.
8 Periodic rate increase.
1 Pressure base is 15.025'p.s.i.a.
• Includes!-cent minimum guarantee for liquids.
# Not applicable to Supplement Nos. 27, 28, and 29. ..
18 The stated effective date is the first day after expiration of the statutory notice, 
u Includes partial reimbursement for full 2.55 percent New  Mexico. Emergency 

School Tax. ~ _
i* Applicable to Supplement Nos. 27, 28, and 29 pnly.
i* Southern Union filed on Aug. 25, 1969, a  letter dated Aug: 21, 1969, protesting 

the 2.55 percent taxreimbursement.. 
i‘ Applicable tb gas produced from Pictured Cliffs Formation: 
i* Applicable to gas produced from Mesa Verde Formation, 
i* Not applicable to Supplements Nos. 14 through 16.

Applicable to Supplements Nos. 14 through 16 only.

“  Contract Amendment which provides, among other things, for a.renegotiated 
rate of 18.3 cents for the 5-year period commencing June 19,1969, with 1 cent increases 
every 5 years thereafter, deletes redeterminatiou provisions, provides for downward 
B .t.u. adjustment and sellers right to collect any higher applicable just and reasonable 
rate established by the Commission.

»  Renegotiated rate increase.
20 Subject to a downward B.t.u. adjustment. .
21 Phillips processes the gas in its Dumas Plant and resells the residue gas to Bl 

Paso Natural Gas Co: at a present effective rate of 19.76325 cents whioh is effective 
subject to refund in Docket No. G-20403. Phillips is contractually due a  perfodic 
increase to 21.5 cents plus tax.reimbursement as of Aug. 1,1969, but has not filed for 
same.

2x Contractual effective date. ■ „ . .,  . .
»  Subject to.0.4466 cent deduction by buyer if gas is sour. Filing reflects that gas is 

sour.
»  Includes 0.01'5-oeirt tax reimbursement.
» Applicable to low pressure, separator gas aa provided.by Supplement No. <s.
28 Subject to upward and downward B.t.u. adjustment.
»  ’Respondent is contractuallydue 19 cents.per Mcf initial contract rate.

Eubco Petroleum Corp. and Pubco 
Petroleum Corp. (Operator) et al. (both 
referred to herein as Pubco), request an 
effective date of September 1, 1969, for 
their proposed rate increases. Kingwood 
Oil Co. requests waiver of the statutory 
notice to permit an effective date of 
September 1, 1969, for its rate increase. 
Continental Oil Co. (Operator) et al. 
(Continental), request a retroactive 
effective date of June 19, 1969, for their 
proposed contract amendment and rate 
increase. Good cause has not been shown 
for waiving the 30-day notice require­
ment provided in section 4(d) of the 
Natural Gas Act to permit earlier effec­
tive dates for the aforementioned pro­
ducers’ rate filings and such requests aire 
denied.

Concurrently -with, the filing of their 
rate increases, Sun Oil Co.— DX Divi­
sion (Operator) et al. (Sun), submitted 
^contract amendment dated August 1, 
19.6928, and Continental submitted a  con­
tract amendment dated August 7, 196929, 
which provide the basis for their pro­
posed rate increases. W e believe that it 
would be in the public interest to accept 
the aforementioned producers? contract 
amendments to become effective on Sep- 
iqcÍ er 25, f 999 (Sun) and September 28,
869 (Continental), but not the proposed

^Designated as Supplement No. 16 to Sun’s 
^  Rate Scheduie No. 21. 

tin Df slSnated as Supplement No. 15 to Con-- 
nuental’s FPC Gas Rate Schedule No. 207.

rates contained therein which are sus­
pended as hereinafter, ordered.

Fifteen of the proposed rate increases 
filed by Pubco reflect partial reimburse­
ment for the full 2.55 percent New Mex­
ico Emergency School Tax. El Paso Na­
tural Gas Co, (El Paso) and Southern 
Union Gathering' Co. (Southern Union) 
are the purchasers under the rate sched­
ules involved. El Paso in accordance with 
its policy of protesting tax filings pro­
posing, reimbursement for the New Mex­
ico Emergency School Tax in excess of 
0.55 percent, is expected to protest, the. 
rate increases wherein it is the buyer. 
El Paso questions the right of the pro­
ducer under the tax reimbursemenlr 
clause to file a rate increase reflecting 
tax reimbursement computed on the 
basis of an increase in tax rate by the 
New Mexico legislature in excess of 0.55 
percent. While El Paso concedes that the 
New Mexico legislature effected a  higher 
rate of. at least. 0.55 percent, it claims 
there is controversy as to whether or not 
the new legislation effected an increased 
rate in excess of 0.55 percent. Qn Au­
gust. 25, 1969, Southern Union filed a 
protest to the tax reimbursement portion 
of the increases filed by Pubco wherein 
Southern Union is the buyer. Southern 
Union states that it objects to the pro­
posed increases filed by Eubco, insofar 
as the same proposed, rates in excess 
of 15.0636 cents per Mcf, on the grounds 
that the same are not, authorized by the 
basic contracts. In view of the contrac­

tual problem presented, we shall provide 
that the hearings herein with respect to 
Pubco’s rate increases shall concern 
themselves with the contractual basis for 
the rate filings, as well as the statutory 
lawfulness of the proposed rates and
Ĉ l£ir£̂ 0S •

Sun Oil Co.—DX Division (also re­
ferred to herein as SUn) proposes a rate 
increase from 13 cents to 14;. cents per 
Mcf for a sale to Phillips Petroleum Co. 
(Phillips) in Texas Railroad District No.
10. Phillips processes the gas in its 
Dumas Plant and resells the residue gas 
under its FPC Gas Rate Schedule-NO. 32 
to El Paso at a present effective rate of 
19.76325 cents, inclusive of tax reim­
bursement, which is effective subject to 
refund in Docket No. G-20403, The area 
increased rate ceiling, which ie con­
sidered applicable at the tailgate of 
Phillips’ plant, is 11 cents per Mcf. 
Phillips is contractually due. a periodic 
increase to 21.5 cents plus tax reim­
bursement as of August 1, 1969, but as 
yet has not filed for such increase. In 
these circumstances, we conclude that 
Sun’s proposed rate should be suspended 
until January 1, 1970, the termination 
date of a 5-month suspension period had 
Phillips submitted a timely filing for its 
contractually due 21.5 cents, per Mcf 
rate.

Eason Oil Co. (Eason) proposes a rate 
increase from 17 cents to 18 cents per 
Mcf for low pressure gas under its FPC 
Gas Rate Schedule No. 22 and requests a
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suspension period expiring on Novem­
ber 9, 1969, if its proposed rate is 
suspended, to coincide with the expira­
tion date of the suspension period in 
Docket No. RI69-771 for high pressure 
gas under the same rate schedule. Good 
cause has not been shown for granting 
Eason’s request for limiting the suspen­
sion period ordered herein for low pres­
sure gas and Eason’s request is denied.

All of the producers’ proposed in­
creased rates and charges exceed the ap­
plicable area price levels for increased 
rates as set forth in the Commission’s 
statement of general policy No. 61-1, as 
amended (18 CFR 2.56), with the excep­
tion of the rate increase filed by George
T. Abell in the Permian Basin Area which 
exceeds the just and reasonable rate es­
tablished by the Commision in Opinion 
No. 468, as amended, and should be 
suspended for 5 months as Ordered 
herein.

The proposed changed rates and 
charges may be unjust, unreasonable, 
unduly discriminatory, or preferential, 
or otherwise unlawful.

The Commission finds:
(1) Good cause has been shown for 

accepting for filing Sim and Conti­
nental’s contract amendments dated 
August 1, 1969, and August 7, 1979, re­
spectively, as set forth above, and for 
permitting such supplements to become 
effective on the dates indicated in the 
“Effective Date” column listed above.

(2) It is necessary and proper in the 
public interest and to aid in the enforce­
ment of the provisions of the Natural 
Gas Act that the Commission enter upon 
hearings concerning the lawfulness of 
the proposed changes, and that the 
above-designated supplements be sus­
pended and the use thereof deferred as 
hereinafter ordered (except the supple­
ments referred to in paragraph (1) 
above).

The Commission orders:
(A ) Supplement No. 16 to Sun’s FPC 

Gas Rate Schedule No. 21 and Supple­
ment No. 15 to Continental’s FPC Gas 
Rate Schedule No. 207 are accepted for 
filing and permitted to become effective 
as of September 25, 1969 (Sun), the pro­
posed effective date, and September 28, 
1969 (Continental), the expiration date 
of the statutory notice.

(B ) Pursuant to the authority of the 
Natural Gas Act, particularly sections 4 
and 15 thereof, the Commission’s rules 
of practice and procedure, and the reg­
ulations under the Natural Gas Act (18 
CFR Ch. I ) , public hearings shall be held 
upon dates to be fixed by notices from the 
Secretary concerning the lawfulness of 
the proposed increased rates and charges 
contained in the above-designated sup­
plements (except the supplements as set 
forth in paragraph (A ) above).

(C ) Pending hearings and decisions 
thereon, the above-designated rate sup­
plements are hereby suspended, and the 
use thereof deferred until the date in­
dicated in the “Date Suspended Until” 
column, and thereafter until such fur­
ther time as they are made effective in

the manner prescribed by the Natural 
Gas Act..

(D ) Neither the Supplements hereby 
suspended, nor the rate schedules sought 
to-be altered thereby, shall be changed 
until these proceedings have been dis­
posed of or until the periods of suspen­
sion have expired, unless otherwise or­
dered by the Commission.

(E ) Notices of intervention or peti­
tions to intervene may be filed with the 
Federal Power Commission, Washington, 
D.C. 20426, in accordance with the rules 
of practice and procedure (18 CFR 1.8 
and 1.37(f)) on or before November 14, 
1969.

By the Commission.
[ seal ] G ordon M . G rant ,

Secretary.
[F.R. Doc. 69-11458; Filed, Sept. 26, 1969;

8:45 a.m.]

FEDERAL RESERVE SYSTEM
FIRST NATIONAL CORP.

Notice of Application for Approval of 
Acquisition of Shares of Bank

Notice is hereby given that application 
has been made, pursuant to section 3(a) 
of the Bank Holding Company Act of 
1956 (12 U.S.C. 1842(a)), by First Na­
tional Corp., which is a bank holding 
company located in Appleton, Wis., for 
prior approval of the acquisition of 80 
percent or more of the voting shares of 
The First National Bank of Seymour, 
Seymour, Wis.

Section 3(c) of the Act provides that 
the Board shall not approve:

(1) Any acquisition or merger or consoli­
dation under section 3 which would result 
in a monopoly, or which would be in further­
ance of any combination or conspiracy to 
monopolize or to attempt to monopolize the 
business of hanking in any part of the United 
States, or

(2) Any other proposed acquisition or 
merger or consolidation under section 3 
whose effect in any section of the country 
may be substantially to lessen competition, 
or to tend to create a monopoly, or which in 
any other manner would be in restraint of 
trade, unless the Board finds that the anti­
competitive effects of the proposed transac­
tion are clearly outweighed in the public 
interest by the probable effect of the trans­
action in meeting the convenience and needs 
of the community to be served.

Section 3(c) further provides that, in 
every case, the Board shall take into 
consideration the financial and mana­
gerial resources and future prospects of 
the company or companies and the banks 
concerned, and the convenience and 
needs of the community to be served.

Not later than thirty (30) days after 
the publication of this notice in the 
F ederal R egister , comments and views 
regarding the proposed acquisition may 
be filed with the Board. Communications 
should be addressed to the Secretary, 
Board of Governors of the Federal Re­
serve System, Washington, D.C. 20551. 
The application may be inspected at the

office of the Board of Governors or the 
Federal Reserve Bank of Chicago.

Dated at Washington, D.C., this 19th 
day of September 1969.

By order of the Board of Governors.
[ seal ] R obert P. F orrestal, 

Assistant Secretary.
[F.R. Doc. 69-11515; Filed, Sept. 26, 1969; 

8:45 a.m.]

CITIZENS AND SOUTHERN HOLDING 
CO. AND CITIZENS AND SOUTHERN 
NATIONAL BANK
Notice of Request and Order for 

Hearing
Notice is hereby given that request has 

been made to the Board of Governors 
of the Federal Reserve System, pursuant 
to section 4(c) (8) of the Bank Holding 
Company Act of 1956 (12 U.S.C. 1843(c)
(8 )),  and section 222.4(a) of the Board’s 
Regulation Y  (12 CFR 222.4(a)), by The 
Citizens and Southern Holding Co. and 
The Citizens and Southern National 
Bank, both of Atlanta, Ga., both bank 
holding companies, for a determination 
that the planned activities of Citizens & 
Southern Credit Service Corp. are of the 
kind described in the aforementioned 
sections of the Act and the regulation 
so as to make it unnecessary for the pro­
hibitions of section 4 of the Act with 
respect to the acquisition or retention of 
shares in nonbanking organizations to 
apply in order to carry out the purposes 
of the Act.

Inasmuch as section 4(c) (8) of the 
Act requires that any determination pur­
suant thereto be made by the Board 
after due notice and hearing and on the 
basis of the record made at such hearing:

It is hereby ordered, That pursuant 
to section 4(c) (8) of the Bank Holding 
Company Act and in accordance with 
§§ 222.4(a) and 222.5(a) of the Board’s 
Regulation Y  (12 CFR 222.4(a), 222.5
(a ) ), promulgated under the Bank 
Holding Company Act, a hearing with 
respect to this matter be held com­
mencing on November 20, 1969, at 10 
a.m. at the Federal Reserve Bank of 
Atlanta, 104 Marietta Street N.W., At­
lanta, Ga. 30303, before Leonard J. 
Ralston (whose address is Small Business 
Administration, 1441 L Street NW., 
Washington, D.C. 20416), a hearing ex­
aminer selected by the Civil Service 
Commission, pursuant to section 3344 
of title 5 of the United States Code. The 
hearing will be conducted according to 
the Board’s rules of practice for formal 
hearings (12 CFR Part 263). The right 
is reserved to the Board or the hearing 
examiner to designate any other date 
or place for such hearing or any part 
thereof which may be determined to be 
necessary or appropriate for the con­
venience of the parties. The Boards 
rules of practice for formal hearings 
provide in part, “Unless otherwise spe­
cifically provided by statute or by r^ e1"  
the Board, a hearing shall ordinarily be 
private and shall be attended only by
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the parties, their representatives or 
counsel, representatives of the Board; 
witnesses while testifying, and other 
persons having an official interest in the 
proceedings: Provided, however; That, 
on written request by a party or a repre­
sentative of the Board, or on the Board’s 
own motion, the Board, in its discretion 
and to the extent permitted by law, may 
permit other persons to attend or may 
order the hearing to be public.”

Any person desiring to give testimony 
at the hearing should file with the Secre­
tary of the Board, directly or through 
the Federal Reserve Bank of Atlanta, on 
or before November 7, 1969, a written 
request containing a statement of the 
nature of the petitioner’s interest in the 
proceeding, and a summary of the mat­
ters concerning which said petitioner 
wishes to give testimony. Such requests 
will be presented to the hearing exam­
iner, and the persons submitting the re­
quests:will.be notified, prior to the hear­
ing, of hie- determination thereon. The 
application may be inspected at the 
Eederal Reserve Bank of Atlanta or at 
the Federal Reserve Building, 20th 
Street and. Constitution Ayenue NW., 
Washington, D.C.

Dated at Washington, D.C:, this 22d 
day of September 1969.

By order ofthe Board of Governors.
[seal] R obert F . F orrestal, 

Assistant Secretary.
[P.R-. Doc. 69-11537; Plied, Sept. 26, 1969;

8:47 am .]

UNITED VIRGINIA BANKSHARES
Notice, of Request and Order for 

Hearing
Notice is hereby given that request has 

been made to the Board of Governors of 
the Federal Reserve System, pursuant to 
section 4(c) (8) of the Bank Holding 
Company Act of 1956 (12 U.S:C. 1843(c) 
(8) ), and section 222.4(a) of" the Board’s 
Regulation Y  (12 CFR 222.4(a)), by 
United Virginia Bankshares, Richmond, 
va., a bank holding company, for a de- 
tennination that the planned insurance 
activities of its proposed nonbanking 
subsidiary, United Virginia Insurance 
"Smicy, are of the kind described in the 
aforementioned sections of the Act and 
the regulation so as to make it unneces- 

^°r prohibitions of section 4 o f  
the Act with respect to the acquisition 
or retention of shares in nonbanking or­
ganizations to apply in order to carry 
out the purposes of the Act.

Inasmuch as section 4(c) (8) of the Act 
that any determination pursu- 

w  thereto be made by the Board after' 
ue notice and hearing and on the basis 
the record'made at" such hearing: 

„cy,.ls "'ereby ordered, That pursuant to 
E ° H 4<c) (8) of the Bank Holding 
8 ®Pany Act and in accordance with 
r!  i and 222.5(a) of the Board’s 
regulation Y  (12 CFR 222.4(a), 222.5 

promulgated under the Banktt i u iiu e r  w ie  n u n s .

rpi r ~ g, Company Act, a. hearing, with. 
> ino.pect to this matter be held commenc- 

g on November 6, 1969, at 10 a.m. at

the Federal Reserve Bank of Richmond, 
Ninth and Franklin Streets, Richmond, 
Va. 23213, before Leonard J. Ralston 
(whose address is Small Business Ad­
ministration, 1441 L Street NW., Wash­
ington, D.C. 20416) ; a hearing examiner 
selected by the Civil Service Commission, 
pursuant to section 3344 of title 5 of the 
United States Code. The hearing will be 
conducted according to the Board’s rules 
of practice for formal hearings (12 CFR  
Part 263). The right is reserved to the 
Board or the hearing examiner to desig­
nate any other date or place for such 
hearing or any part thereof which may 
be determined to be necessary or ap­
propriate for the convenience of the par­
ties: The Board’s rules of practice for 
formal hearings provide, in part, “Unless 
otherwise specifically provided by statute 
or by rule of the Board, a hearing shall 
ordinarily be private and shall be at­
tended only by the parties, their repre­
sentatives or counsel, representatives of 
the: Board, witnesses while testifying, 
and: other persons having an official in­
terest in the proceeding: Provided, how­
ever; That, on written request by a party 
or a representative of’ the Board, or on 
the Board’s own motion, the Board, in 
its discretion and to the extent permitted 
by law, may permit other persons to at­
tend or may order the hearing to be 
public.”

Any person desiring to give testimony 
at the hearing should file with the Secre­
tary of the Board, directly or through the 
Federal Reserve Bank of Richmond, on 
or before October 24; 1969, a written re­
quest containing a statement of the 
nature of the petitioner’s interest in the 
proceeding, and a summary of the mat­
ters concerning which said petitioner 
wishes to give testimony. Such requests 
will be presented to the hearing exam­
iner, and the persons submitting the 
requests will be notified, prior to the 
hearing, of his determination thereon. 
The application may be inspected at the 
Federal Reserve Bank of Richmond or at 
the Federal Reserve Building, 20th Street 
and Constitution Avenue NW., Washing­
ton, D.C;

Dated at Washington, D.C., this 22d 
day of .September 1969.

By order of the Board of Governors.
[ se al ] R obert. P. F orrestal,

Assistant Secretary.
[E.B. noc. 69-11538; Piled, Sept. 20, 1969;

8:47 a.m~]

INTERSTATE COMMERCE 
COMMISSION

[Notice 912]

MOTOR CARRIER TEMPORARY 
AUTHORITY APPLICATIONS

September 24,1969;
The following are notices of filing of 

applications for temporary authority 
under section 210a (a) of the Interstate 
Commerce Act" provided: for under the 
new rules of Ex Parte No. MC-67 (49

CFR Part 1131) published in the F ed ­
eral R egister , issue of April 27, 1965, 
effective July V, 1965.. These rules pro­
vide that protests to the granting of an 
application must be filed with the field 
official named in the F ederal" R egister  
publication, within 15 calendar days 
after the date of notice of the filing of 
the application is published in the F ed­
eral R egister . One copy of such protests 
must be served on the applicant, or its 
authorized representative, if any, and 
the protests must" certify that such serv­
ice has been made. The protests must 
be specific as to the service which such 
Protestant can and will offer, and must 
consist of a signed original and six copies.

A copy of the application is on file, and 
can be examined at the Office of the 
Secretary, Interstate Commerce Com­
mission, Washington, D.C., and also in 
field office to which protests are to be 
transmitted.

M otor C arriers of  P ro perty

No. MC 4405 (Sub-No. 476 TA ), filed 
September 15, 1969. Applicant: DEAL­
ERS TRANSIT, INC., 7701 South Lawn­
dale Avenue, Chicago, HI. 60652. Appli­
cant’s representative: R. O. Homberger 
(same address as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes* 
transporting : Specially designed tractor- 
trailer combinations, in driveaway serv­
ice, from Windsor Locks, Conn., to Van- 
denberg Air Force Base, Calif.; Minot 
Air Force Base, N. Dak.; Grand Forkes 
Air Force Base, N. Dak.; Malstrom Air 
Force Base, Mont.; F. E. Warren Air 
Force Base, Wyo.; and Hill Air Force 
Base, Utah, for 180 days. Supporting 
shipper: Military Management and 
Terminal' Service, Washington, D.C. 
Send protests to.: Roger L. Buchanan, 
District, Supervisor, Interstate Com­
merce Commission, Bureau of Opera­
tions, 219 South Dearborn Street, Chi­
cago, HI. 60604.

No. MC 75320 (Sub-No. 146 TA) , filed 
September 15, 1969. Applicant: CAMP­
BELL SIXTY-SIX  EXPRESS, INC., Post 
Office Box 807, Springfield, Mo. 65801. 
Authority sought to operate as a com­
mon carrier, by motor vehicle, over reg­
ular routes, transporting: General com­
modities (except those of unusual value, 
household goods as defined by the Com­
mission, commodities in bulk, commod­
ities requiring special equipment, and 
those injurious or contaminating to other 
lading), serving the plantsite of Reming­
ton Arms Co., Inc., at or near Lonoke, 
Ark., as an off-route point in connection 
with applicant’s regular-route authority 
between Memphis, Term., and Little 
Rock, Ark., for 180 days. Supporting ship­
per: E. I. da Pont de Nemours & Co., 10th 
and Market Streets, Wilmington, Del. 
19898. Send protests to: John V. Barry, 
District Supervisor, Interstate Com­
merce Commission, Bureau of Opera­
tions, 1100 Federal Office Building, 911 
Walnut Street, Kansas City, Mo. 64106.

No. MC 17702 (Sub-No. 1 T A ), filed 
September 22, 1969, Applicant: BEN H. 
SCHUSTER, doing business as BEN H. 
SCHUSTER TRUCKING, N89 W16114
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Cleveland Avenue, Menomonee Palls, 
Wis. 53051. Applicant’s representative: 
William C. Dineen, 412 Empire Building, 
710 North Plankinton Avenue, Milwau­
kee, Wis. 53203. Authority sought to op­
erate as a contract carrier, by motor 
vehicle, over irregular routes, transport­
ing: Fruit drinks and syrups, in con­
tainers, from the plant and warehouse 
facilities of Wagner Industries, Inc., 
Cicero, HI., to Milwaukee, Wis., for the 
account of Wagner Industries, Inc., for 
180 days. Supporting shipper: Wagner 
Industries, 1331 South 55th Court, 
Cicero, HI. 60650 (Vincent P. Russo, Vice 
President). Send protests to: District 
Supervisor Lyle D. Heifer, Interstate 
Commerce Commission, Bureau of Oper­
ations, 135 West Wells Street, Room 807, 
Milwaukee, Wis. 53203.

No. MC 91306 (Sub-No. 13 T A ), filed 
September 22, 1969. Applicant: JOHN­
SON BROTHERS TRUCKERS, INC., 
Post Office Box 530, Elkin, N.C. 28621. 
Authority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: New furniture, 
from points in Buncombe, Cleveland, Mc­
Dowell, and Burke Counties, N.C., to 
points in New York, New Jersey, Penn­
sylvania, Delaware, and Maryland, for 
180 days. Supporting shippers: Broyhill 
Furniture Industries, Lenoir, N.C. 28645; 
Drexel Furniture Co., Drexel, N.C. 28619. 
Send protests to: Jack K. Huff, District 
Supervisor, Interstate Commerce Com­
mission, Bureau of Operations, 316 East 
Morehead, Suite 417 (BSR Building), 
Charlotte, N.C. 28202.

No. MC 99899 (Sub-No. 4 TA ), filed 
September 15, 1969. Applicant: CERTI­
FIED FREIGHT LINES, INC., 2163 East 
14th Street, Los Angeles, Calif. Appli­
cant’s representative: Warren N. Gross- 
man, 825 City National Bank Building, 
606 South Olive Street, Los Angeles, Calif. 
90014. Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting; general 
commodities (except household goods, 
as defined by the Commission, classes A 
and B explosives, commodities in bulk, 
and commodities requiring special equip­
ment), serving the Diablo Canyon Nu­
clear Power Plant located approximately 
7 miles northwest of the unincorporated 
community of Avila Beach, Calif., as an 
off-route point in connection with ap­
plicant’s regular route operations be­
tween Los Angeles and San Francisco, 
Calif., for 180 days. Note: Applicant 
states it does not intend to tack, but will 
interline with other carriers. Supporting 
shipper: J. A. Marino, Traffic Analyst, 
Pacific Gas & Electric Co., 245 Market 
Street, San Francisco, Calif. 94106. Send 
protests to: John E. Nance, District Su­
pervisor, Interstate Commerce Commis­
sion, Bureau of Operations, Room 7708, 
Federal Building, 300 North Los Angeles 
Street, Los Angeles, Calif. 90012.

No. MC 114533 (Sub-No. 200 T A ), filed 
September 15, 1969. Applicant: BANK­
ERS DISPATCH CORPORATION, 4970 
South Archer Avenue, Chicago, HI. 60632. 
Applicant’s representative: Stanley Ko- 
mosa (same address as above). Authority 
sought to operate as a common carrier,

by motor vehicle, over irregular routes, 
transporting: Woven labels, yarns, fibers, 
and other related textile supplies and 
parts, between Holdrege, Nebr., on the 
one hand, and, on the other, Omaha, 
Nebr., restricted to the transportation of 
shipments having an immediately prior 
or subsequent movement by air, for 180 
days. Supporting shipper: Artistic Woven 
Labels, Inc., Post Office Box 308, Hol­
drege, Nebr. 68949. Send protests to: 
Roger L. Buchanan, District Supervisor, 
Interstate Commerce Commission, Bu­
reau of Operations, Federal Buildings 
and U.S. Courthouse, 219 South Dear­
born Street, Chicago, 111. 60604.

No. MC 117765 (Sub-No. 87 TA ), filed 
September 18, 1969. Applicant: HAHN  
TRUCK LINE, INC., 5315 Northwest 
Fifth, Oklahoma City, Okla. 73107. Ap­
plicant’s representative: R. E. Hagan 
(same address as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Empty plastic cartons and 
containers, from Omaha, Nebr., to Hills­
boro, Kans., for 180 days. Supporting 
shipper: Milk Producers, Inc., Robert 
Olson, Director of Plant, Hillsboro, 
Kans. 67063. Send protests to: C. L. 
Phillips, District Supervisor, Interstate 
Commerce Commission, Bureau of Oper­
ations, Room 240, Old Post Office, 215 
Northwest Third Street, Oklahoma City, 
Okla. 73102.

No. MC 123993 (Sub-No. 10 T A ), filed 
September 10, 1969. Applicant: FOGLE- 
MAN TRUCK LINE, ING., Post Office 
Box 1504, Crowley, La. 70526. Applicant’s 
representative: Austin L. Hatchell, 1102 
Perry-Brooks Building, Austin, Tex. 
78701. Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: General 
Commodities (except those of nmisiifl.] 
value, classes A and B explosives, house­
hold goods as defined by the Commission, 
commodities in bulk, commodities re­
quiring special equipment, dry fertilizer, 
dry fertilizer ingredients, and dry fertil­
izer materials, fertilizer, fertilizer solu­
tions and materials, herbicides, fungi­
cides, pesticides, industrial urea, in bags, 
dried fruits and nuts in containers, and 
foodstuffs in cans or bottles), between 
the plant pr warehouse facilities of the 
Procter and Gamble Co., and its sub­
sidiaries in Alexandria, La., or its com­
mercial zone, on the one hand, and, on 
the otner, points in Mississippi, those in 
that part of Florida located west of the 
Apalachicola River in Escambia, Santa 
Rosa, Okaloosa, Walton, Holmes, Jack- 
son, Washington, Bay, Gulf and Calhoun 
Counties, Fla., and those in Baldwin, 
Barbour, Bullock, Butler, Choctaw, 
Clarke, Coffee, Conecuh, Covington, 
Crenshaw, Dale, Escambia, Geneva] 
Henry, Houston, Marengo, Mobile, Mon­
roe, Pike, Washington, and Wilcox 
Counties, Ala.; for 180 days. Supporting 
shipper: The Procter and Gamble Co., 
Post Office Box 599, Cincinnati, Ohio 
45201. Send protests to: W. R. Atkins, 
District Supervisor, Bureau of Opera­
tions, Interstate Commerce Commission, 
T-40009 Federal Building, 701 Loyola 
Avenue, New Orleans, La. 70113.

No. MC 124078 (Sub-No. 406 TA), 
filed September 22, 1969. Applicant’ 
SCHWERMAN TRUCKING CO., 611 
South 28th Street, Milwaukee, Wis. 53246. 
Authority sought to operate as a com* 
mon carrier, by motor vehicle, over 
irregular routes, transporting: Ben­
tonite, in bulk, from Cobleskill, N.Y., to 
the Blenheim-Gilboa Pumped Storage 
Power Project at or near Gilboa, N.Y., 
for 150 days. Supporting shipper: Perm! 
Corp., 73 Mount Wayte Avenue, Fram­
ingham, Mass. 01701 (Fred A. Reif, Chief 
Engineer). Send protests to: District 
Supervisor Lyle D. Heifer, Interstate 
Commerce Commission, Bureau of Oper­
ations, 135 West Wells Street, Room 807, 
Milwaukee, Wis. 53203.

No. MC 124854 (Sub-No. 7 TA), filed 
September 22, 1969. Applicant: GRIM 
BROS. TRUCKING CO., 997 Laucks Mill 
Road, York, Pa. 17402. Applicant’s repre­
sentative: John M. Musselman, 400 North 
Third Street, Harrisburg, Pa. 17108. Au­
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Materials and sup­
plies used in the production and distribu­
tion of masonry building units, from 
Baltimore, Md., to Lansing, Mich., for 180 
days. Supporting shipper: United Glazed 
Products, Inc., 506 South Central Avenue, 
Baltimore, Md. Send protests to: Rob­
ert W. Ritenour, District Supervisor, In­
terstate Commerce Commission, Bureau 
of Operations, 508 Federal Building, Post 
Office Box 869, Harrisburg, Pa. 17108.

No. MC 127705 (Sub-No. 28 T A ), filed 
September 22, 1969. Applicant: KREV- 
DA BROS. EXPRESS, INC., Box 68, Gas 
City, Ind. 46933. Applicant’s representa­
tive: Donald W. Smith, 900 Circle Tower 
Building, Indianapolis, Ind. 46204. Au­
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Glass containers 
and closures therefor, from the plantsite 
of Glass Containers Corp. at Indianap­
olis, Ind., to Oconto, Green Bay, and 
Watertown, Wis., for 180 days. Support­
ing Shipper: Glass Containers Corp., 
1301 South Keystone Avenue, Indianap­
olis, Ind. Send protests to: District Su­
pervisor J. H. Gray, Interstate Commerce 
Commission, Bureau of Operations, 
Room 204, 345 West Wayne Street, Fort 
Wayne, Ind. 46802.,

No. MC 133065 (Sub-No. 7 T A ), filed 
September 18,1969. Applicant: ECKLEY 
TRUCKING AND LEASING, Mead, 
Nebr. 68041. Applicant’s representative: 
Frederick J. Coffman, Post Office Box 
806, Lincoln, Nebr. 68501. Authority 
sought to operate as a contract carrier, 
by motor vehicle, over irregular routes, 
transporting: Snowmobiles (with skis 
or wheels), from Wahoo, Nebr., to points 
in Connecticut, Maine, Massachusetts, 
New Hampshire, New Jersey, New York, 
Rhode Island, and Vermont, for 180 
days. Supporting shipper: Hellstar Corp., 
246 West Eighth Street, Wahoo, Nebr. 
68066. Send protests to: District Super­
visor Johnston, Bureau of Operations, 
Interstate Commerce Commission, 315 
Post Office Building, Lincoln, Nebr. 
68508.
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No. MC 133995 (Sub-No. 1 T A ), filed 
September 17, 1969. Applicant: DEL W. 
JENSEN, 391 West 3200 South Street, 
Bountiful, Utah 84010. Applicant’s rep­
resentative: Irene Warr, 419 Judge 
Building, Salt Lake City, Utah 84111. 
Authority sought to operate as a con­
tract carrier, by motor vehicle, over ir­
regular routes, transporting: Automo­
tive chemicals, motor oil, and antifreeze 
(in retail containers, not in bulk) (1) 
from Los Angeles and San Francisco,

Calif., to Salt Lake City, Utah; (2) from 
Los Angeles, Calif., to Las Vegas, Nev.;
(3) from San Francisco, Calif., to Reno, 
Nev.; (4) from Los Angeles and San 
Francisco, Calif., to Butte and Billings, 
Mont.; (5) from Los Angeles and San 
Francisco, Calif., to Denver, Colo.; (6) 
from Denver, Colo., to Salt Lake City, 
Utah, under a continuing contract with 
Universal Distributing Co., for 180 days. 
Supporting shipper: Universal Distribu­
ting Co., 9553 South State Street, Sandy,

Utah (Donald H. Wagstaff, Jr., Presi­
dent). Send protests to: John T. 
Vaughan, District Supervisor, Interstate 
Commerce Commission, Bureau of Op­
erations, 6201 Federal Building, Salt 
Lake City, Utah 84111.

By the Commission.
[seal] H. Neil Garson,

Secretary.
[F.R. Doc. 69-11559; Filed, Sept. 26, 1969; 

8:49 a.m.]
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15102 RULES AND REGULATIONS

Title 41— PUBLIC CONTRACTS 
AND PROPERTY MANAGEMENT

Chapter 9— Atomic Energy 
Commission

REVISION OF PROCUREMENT 
REGULATIONS

Because of the number and complexity 
of published amendments to Chapter 9, 
Title 41 of the Code of Federal Regula­
tions, the chapter is republished as set 
forth below. This republication contains 
numerous editorial changes and correc­
tions and the following more significant 
changes:'

1. A  new Part 9-59, Administration of 
Cost-Type Contractor Procurement Ac­
tivities, has been added which together 
with related miscellaneous amendments 
throughout Chapter 9, clarify AEC poli­
cies and requirements for the adminis­
tration of cost-type contractor procure­
ment. This new part supersedes previous 
AEC regulations regarding procurement 
by cost-type contractors, including for­
mer Subpart 9-1.52 and the related sec­
tions in each part of Chapter 9 which 
had identified those regulations requir­
ing “appropriate treatment” in order to 
carry out basic AEC procurement poli­
cies for cost-type contractors^

2. Part 9-5, Special and Directed 
Sources of Supply, has been extensively 
rewritten. Subpart 9-5.50 has been clari­
fied by the addition of § 9-5.5001 (f) 
concerning the needs of operating con­
tractors which can be filled by obtaining 
excess materials from GSA Property 
Management and Disposal Service. Sub­
part 9-5.51 has been revised to eliminate 
any reference to procurement by AEC 
cost-type contractors from GSA sources 
of supply. This material is included in a 
new Subpart 9-5.9 which, among other 
things, provides that the document au­
thorizing the use by cost-type contrac­
tors of GSA sources no longer need recite 
that the contractor is acting as agent 
of the Government. Former § 9-5.5207-1, 
Gallium, has been deleted since users 
may now procure gallium on an unclassi­
fied and decentralized basis.

3. AECPR 9-8.700-2 has been revised 
to require the use of an appropriate ter­
mination clause in architect-engineer 
contracts.

4. Certain types of relocation costs are 
more clearly identified under § 9-15.5010- 
20(f) as being specifically unallowable.

5. A new Part 9-20, Retention Require­
ments for Contractor and Subcontractor 
Records, has been added which exempts 
certain AEC contracts and subcontracts 
from the requirements of FPR Part 1-20. 
The requirements of the AEC records dis­
position program shall apply to such con­
tracts and subcontracts.

6. Part 9-53, Numbering and Distribu­
tion of Contracts and Orders, has been 
amended to provide, in § 9-53.104, for 
distribution to the Division of Contracts 
of one conformed copy of each contract 
and subcontract (including modifications 
thereto) where the proposed action was

submitted for Headquarters approval 
prior to execution.
Part
9-1 General.
9-2 Procurement by Formal Advertising.
9-3 Procurement by Negotiation.
9-4 Special Types and Methods of Pro­

curement.
9-5 Special and Directed Sources of 

Supply.
9-6 Foreign Purchases.
9-7 Contract Clauses.
9-8 Termination of Contracts.
9-9 Patents and Copyrights.
9-10 Bonds and Insurance.
9-11 Federal, State, and Local Taxes.
9-12 Labor.
9-14 Inspection and Acceptance.
9-15 Contract Cost Principles and Proced­

ures.
9—16 Procurement Forms.
9-17 Extraordinary Contractual Actions to 

Facilitate the National Defense.
9-18 Procurement of Construction and Con­

tracting for Architect-Engineer
Services.

9-20 Retention Requirements for Contrac­
tor and Subcontractor Records.

9-30 Contract Financing.
9-51 Review and Approval of Contract 

Actions.
9-53 Numbering and Distribution of Con­

tracts and Orders.
9-54 Contract Reporting.
9-55 Justification and Documentation of 

Procurement Actions.
9-56 Selection of Contractors by Board 

Process.
9-59 Administration of Cost-Type Contrac­

tor Procurement Activities.

PART 9-1— GENERAL
Subpart 9—1.1— Procurement Regulations

Sec.
9-1.101 Scope of subpart.
9-1.102 Establishment of AEC Procure­

ment Regulations.
9-1.103 Authority.
9-1.104 Applicability.
9-1.105 Issuances.
9-1.105-1 Publication.
9-1.105-2 Cojjies.
9-1.106 Arrangement.
9-1.106-1 General plan.
9-1.106-2 Numbering.
9-1.106-3 Citation.
9-1.107 Implementation and supplemen­

tation of FPR.
9-1.107-1 Description.
9-1.108 Exclusions.
9-1.109 Deviation.
9-1.109-1 Description.
9-1.109-2 Procedure.
9-1.110 Exemptions.

Subpart 9—1.2— Definition.of Terms
9-1.201 Definitions.
9-1.250 Commission or AEC.
9-1.251 Division Director.
9-1.252 Subcontract.
9-1.253 Contractor.
9-1.254 Subcontractor.
9-1.255 Cost-type contractor and cost- 

type subcontractor.
9-1.256 [Reserved]
9-1.257 [Reserved]
9-1.258 Supplier.
9-1.259 Supplies.
9-1.260 Services.

Subpart 9—1.3— General Policies
9-1.301 Methods of procurement.
9-1.302 Procurement sources.
9-1.302-1 General.
9-1.305-1 Mandatory use of Federal Speci­

fications.

Sec.
9-1.305-3

9-1.305-5

9-1.306-1

9-1.307
9-1.310

9-1.310-1
9-1.310-4
9-1.310-5
9-1.310-7

9-1.314

9-1.350

9-4.350-1

9-1.351

9-1.352

9-1.353
9-1.354

Deviations from Federal Specifi. 
cations.

Use of Federal and interim Fed- 
eral Specifications in construc­
tion contracts.

Mandatory use and applications 
of Federal Standards.

Purchase descriptions.
Responsible prospective con­

tractors.
Scope.
General policy.
Standards.
Information regarding responsi­

bility.
Solicitations for information or 

planning purposes.
AEC Specifications and stand­

ards.
Special specifications and stand­

ards.
Distribution of Federal Specifi­

cations and Standards.
Department of Defense Index of 

Specifications and Standards.
[Reserved]
Prebidding and preproposal con­

ferences.

Subpart 9—1.4— Procurement Authority and 
Responsibility

9-1.450 General responsibility of con­
tracting officers.

9-1.451 Standards of conduct.
9-1.452 Disputes provisions in subcon­

tracts under fixed-price prime 
contracts.

Subpart 9—1.5— Contingent Fees
9-1.500 Scope of subpart.
9-1.501 Applicability.
9-1.507 Use bf Standard Form 119.
9-1.507-1 Form prescribed.

Subpart 9—1.6— Debarred, Suspended, and 
Ineligible Bidders

9-1.600
9-1.602

9-1.602-1

9-1.603'

9-1.606
9-1.606-1
9-1.606-50
9-1.606-51

9-1.606-52
9-1.606-53
9-1.606-54
9-1.606-55
9-1.606-56
9-1.606-57

9-1.606-58

Scope of subpart.
Establishment and maintenance 

of a list of concerns or indi­
viduals debarred, suspended, 
or declared ineligible.

Bases for entry on debarred, sus­
pended, or ineligible list.

Treatment to be accorded firms 
or individuals in debarred, sus­
pended, or ineligible status.

Agency procedure.
AEC procedural requirements.
Reporting procedures.
Collection of information and 

investigation.
Initiation of action.
Notice of proposed debarment.
Hearing.
[Reserved]
[Reserved]
Final debarment determination 

after the forfeiture of the right 
to be heard.

Notice of final debarment deter­
mination.

Subpart 9—1.7— Small Business Concerns
9-1.700
9-1.702
9-1.705-3
9-1.708-3

9-1.709
9-1.751

General.
Small business policies. 
Screening of procurements. 
Conclusiveness of certificate ol 

competency.
Records and reports.
AEC-SBA Agreement.

Subpart 9—1.8— Labor Surplus Area Concerns 
9-1.807 Report on preference procure1 

ment in labor surplus areas.
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Subpart 9-1 .9— Reporting Possible Antitrust 
Violations

Sec.
9-1.901 General.
9-1.902 Documents to be transmitted.

Subpart 9—1.11— Qualified Products
9-1.1101 Procurement of qualified prod­

ucts.
9-1.1150 Distribution of qualified prod­

ucts lists.

Subpart 9—1.16— Reports of Identical Bids
9-1.1603-1 Cases to be reported.
9-1.1603-3 Submission of reports.

Subpart 9—1.50— Change Orders, Equitable Ad­
justments, and Supplemental Agreements for 
Fixed-Price Contracts

9-1.5000 Scope of subpart.
9-1.5001 General policy.
9-1.5002 ApplicabiUty.
9-1.5003 Definitions.
9-1.5004 Change orders and other unilat­

eral-type modifications within 
the general contract scope.

9-1.5004-1 Change orders.
9-1.5004-2 Unilateral-type contract modifi­

cations other than change 
orders.

9-1.5005 Changes outside the general 
contract scope.

9-1.5006 Preparation of change orders, 
other unilateral contract modi­
fications, and supplemental 
agreements.

9-1.5007 Surety bonds.

Subpart 9—1.51 [Reserved!
Subpart 9—1.52 [Reserved!

Subpart 9—1.53— Novation Agreements and 
Change of Name Agreements 

9-1.5300 Scope of subpart.
9-1.5301 Agreement to recognize a suc­

cessor in interest.
9-1.5302 Agreement to recognize change 

of name of contractor.
9-1.5303 Procedures.

Subpart 9—1.54— General Policy for the Avoid­
ance of Organizational Conflicts of Interest 

9-1.5401 Purpose.
9-1.5402 Scope and applicability.
9-1.5403 Applicability to cost-type con­

tractor procurement.
9-1.5404 Waiver.
9-1.5405 Definition.
9-1.5406 General policy.
9-1.5407 Guides applicable prior to selec­

tion of contractor and execu­
tion of contract.

9-1.5408 Commercial or other use of in­
formation and data obtained 
under AEC cost-type contracts.

Authority : The provisions of this Part 9-1 
«sued under sec. 161 ctf the Atomic Energy 
Act of 1954, as amended, 68 Stat. 948, 42 

2201; sec. 205 of the Federal Property 
«nd Administrative Services Act of 1949, as 
amended, 63 Stat. 390, 40 U.S.C. 486.

Subpart 9-1.1— Procurement 
Regulations

 ̂̂ ~T.10l Scope of subpart.
This subpart describes the Atomic 

energy Commission Procurement Regu- 
t w o S *n *enns ° f  establishment, au- 
m25l • a£>PUcabdlity, issuance, arrange- 
tirt« tl ] IÎiEîernen â îc>n an<* supplementa­
ry’1' °* FPR, exclusions, deviations, and 
other AEC Procurement Instructions.

§ 9—1.102 Establishment of AEC Pro­
curement Regulations.

(a ) The AEC Procurement Regula­
tions (AECPR) are hereby established.

(b) These regulations implement and 
supplement the Federal Procurement 
Regulations (FPR) and are a part of 
the Federal Procurement Regulations 
System.

(c) The effective date of FPR issu­
ances throughout AEC will be the date 
indicated in the respective issuances, un­
less otherwise provided in the AEC Pro­
curement Regulations.

(d) The effective date of AECPR issu­
ances throughout AEC will be the date 
indicated in the respective issuances.
§ 9—1.103 Authority.

The AEC Procurement Regulations are 
prescribed by the General Manager, As­
sistant General Manager for Operations, 
or the Director, Division of Contracts of 
the AEC, pursuant to the authority of 
the Atomic Energy Act of 1954, and the 
Federal Property and Administrative 
Services Act of 1949.
§ 9—1.104 Applicability.

(a ) The AEC Procurement Regula­
tions and the Federal Procurement Reg­
ulations, which together form that part 
of the Federal Procurement Regulations 
System which governs AEC procurement, 
apply to all procurement of personal 
property and nonpersonal services (in­
cluding construction).

(b ) The AECPR and FPR also contain 
provisions which pertain to procure­
ments by AEC cost-type contractors. 
(See Part 9-59, Administration of 
Cost-Type Contractor Procurement Ac­
tivities.)
§ 9—1.105 Issuances.
§ 9—1.105—1 Publication.

The AEC Procurement Regulations ap­
pear in the Code of Federal Regulations 
as Chapter 9 of Title 41, Public Contracts 
and Property Management, and are pub­
lished in the daily issues of the F ederal 
R egister , in cumulative form in the Code 
of Federal Regulations, and in separate 
looseleaf volume form.
§ 9—1.105—2 Copies.

Copies of the AEC Procurement Regu­
lations in the F ederal R egister and the 
Code of Federal Regulations form may be 
purchased by Federal agencies and the 
public, at nominal cost, from the Super­
intendent of Documents, Government 
Printing Office, Washington, D.C. 20402.
§ 9—1.106 Arrangement.
§ 9—1.106—1 General plan.

The AEC Procurement Regulations 
employ the same numbering system and 
nomenclature used in the Federal Pro­
curement Regulations and conform with 
F ederal R egister  standards approved for 
the FPR.
§ 9—1.106—2 Numbering.

(a ) The numbering system permits 
identification of every unit. The first

digit, followed by a dash, represents the 
chapter number (AEC has been assigned 
Chapter 9). The dash is followed by the 
part number which may be one or more 
digits followed by a decimal point. The 
numbers after the decimal point repre­
sent, respectively, the subpart, section 
(in two digits) and, after a second dash, 
subsection, paragraph, subparagraph, 
and additional subdivisions. For example, 
this division is called “§ 9-1.106-2,” in 
which the first digit denotes the chapter, 
the second the part, the third the sub­
part, the fourth and fifth the section, and 
the sixth the subsection.

■(b) Where the AECPR implements a 
part, subpart, section, or subsection of 
the FPR, the implementing part, subpart, 
section, or subsection of the AECPR will 
be numbered (and captioned) to corre­
spond to the FPR part, subparV section, 
or subsection.

(c) Where the AECPR supplements 
the FPR, the numbers 50 and up will be 
assigned to the parts, subparts, or sec­
tions involved.

(d) Where the subject matter con­
tained in a part, subpart, section, or sub­
section of the FPR requires no imple­
mentation, the AECPR will contain no 
corresponding part, subpart, section, or 
subsection number.
§ 9—1.106—3 Citation.

AEC Procurement Regulations will be 
cited in accordance with Federal Regis­
ter standards approved for the FPR. 
Thus, this section, when referred to in 
divisions of the AEC Procurement Reg­
ulations, should be cited as “§ 9-1.106- 
3 of this chapter.” When this section is 
referred to formally in official docu­
ments, such as legal briefs, it should be 
cited as “41 CFR 9-1.106-3.” Any section 
of the AEC Procurement Regulations 
may be informally identified, for pur­
poses of brevity, as AECPR followed 
by the section number, i.e., “AECPR  
9-1.106-3.”
§ 9—1.107 Implementation and supple­

mentation of FPR.
§ 9—1.107—1 Description.

The AEC Procurement Regulations 
“implement” and "supplement” the FPR. 
The meaning of these terms includes the 
following:

(a ) Implementation may have either 
of the following meanings:

( 1 )  A  part, subpart, section, etc., 
which treats a similarly numbered por­
tion of the FPR in greater detail or in­
dicates the manner of compliance, in­
cluding any deviations.

(2) The absence of a corresponding 
part, subpart, section, etc., in the AECPR  
indicates that the FPR is applicable as 
written. Policies and procedures in the 
FPR are not repeated in the AECPR.

(b) Supplementation means AECPR  
coverage of matters which have no 
counterpart in the FPR.
§ 9—1.108 Exclusions.

Certain policies and procedures which 
come within the scope of this chapter 
nevertheless may be excluded from
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AECPR. AEC Manual, Volume 9, Pro­
curement, will contain these exclusions 
(AEC Procurement Instructions—  
AECPI) which include the following 
categories:

(a ) Subject matter which bears a 
security classification, is “official use 
only,” or is of a purely internal nature.

(b) Policy or procedure which is ex­
pected to be effective for a period of less 
than 6 months.

(c) Policy or procedure which is being 
instituted on an experimental basis for 
a reasonable period.

(d) Instructional material that ex­
plains more fully and in discursive 
fashion matters covered in FPR’s and 
AECPR’s.
§ 9—1.109 Deviation.
§ 9—1.109—1 Description.

The term “deviation” includes any of 
the following actions:

(a) When a  prescribed contract clause 
is set forth verbatim, use of a contract 
clause covering the same subject matter 
which varies from that set forth.

(b) When a standard or other form is 
prescribed, use of any other form for 
the same purpose.

( c )  A lte ra t io n  o f  a  p re sc rib ed  s ta n d ­
a rd  o r  o th e r  fo rm  except as  m a y  b e  
au th o riz ed  in  th e  regu la tio n s .

(d) The imposition of lesser or, where 
the regulation expressly prohibits, great­
er limitations than are imposed upon the 
use of a contract clause, form, procedure, 
type of contract, or upon any other pro­
curement action, including but not lim­
ited to, the making or amendment of a 
contract, or actions taken in connection 
with the solicitation of bids or proposals, 
award, administration, or settlement of 
contracts.

(e) When a policy or procedure is 
prescribed, use of any inconsistent policy 
or procedure.
§ 9—1.109—2 Procedure.

In the interest of establishing and 
maintaining uniformity to the greatest 
extent feasible, deviations from the Fed­
eral Procurement Regulations System 
shall be kept to a minimum and con­
trolled as follows:

(a) In individual cases, deviations 
from the FPR and AECPR may be au­
thorized by Division Directors, Head­
quarters (having contracting authority) 
and Managers of Field Offices, unless 
otherwise provided. This authority may 
not be redelegated.

(1) A  supporting statement for each 
individual deviation, which indicates 
briefly the nature of the deviation and 
the reasons for such special action shall 
be included in the contract file.

(2) A copy of the supporting state­
ment for each individual deviation shall 
be forwarded to the Director, Division of 
Contracts.

(b) in classes of cases, requests for de­
viations from the FPR and the AECPR  
shall be forwarded in triplicate through 
the appropriate Division Director, Head­
quarters, to the Director, Division of 
Contracts, and shall be accompanied by 
an appropriate supporting statement. Re-
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quests will be considered on an expedited 
basis and appropriate coordination with 
Headquarters staff and program divisions 
will be obtained by the Director, Division 
of Contracts. Requests involving the FPR  
will be considered jointly by AEC and 
the General Services Administration, un­
less, in the judgment of the Director, Di­
vision of Contracts, after due considera­
tion of the objective of uniformity and 
the program responsibilities of AEC, cir­
cumstances preclude such joint effort. In 
such case, the Director, Division of Con­
tracts will approve such class deviations 
as he determines necessary and will ap­
propriately notify the General Services 
Administration.
§ 9—1.110 Exemptions.

(a ) Section 602(d) (13) of the Federal 
Properly and Administrative Services Act 
of 1949, as amended, provides that noth­
ing in that Act shall impair or affect any 
authority of the Atomic Energy Com­
mission. This includes the authority of 
AEC under the Atomic Energy Act of 
1954, as amended, Public Law 85-804, and 
any other law.

(b) This exemption authority is to be 
exercised only to the extent that com­
pliance with the requirements of the 
Federal Property and Administrative 
Services Act of 1949, as amended, would 
impair or affect the carrying out of 
AEC’s programs. Except as otherwise ex­
pressly provided in these regulations, re­
quests for exemptions from the require­
ments of Title m  of the Federal Prop­
erty and Administrative Services Act of 
1949, as amended, shall be submitted to 
the Director, Division of Contracts. Such 
requests will be accompanied by an ap­
propriate explanation and justification 
for the exemption, which sets forth the 
grounds on which compliance with the 
particular requirements of Title H I of 
the Federal Property and Administra­
tive Services Act of 1949, as amended, 
would impair or affect AEC programs.
Subpart 9—1.2— Definition of Terms 

§ 9—1.201 Definitions.
This subpart contains definitions of 

terms used generally throughout the 
AECPR, in addition to those Set forth 
in FPR Subpart 1-1.2. Additional defini­
tions will be found in individual parts of 
FPR and AECPR covering terms used 
in those parts pnly.
§ 9—1.250 Commission or AEC.

A distinction is made in AECPR be­
tween the term “Commission” and the 
abbreviation “AEC” in that the former 
is used to mean the Commissioners as a 
body and the latter to signify the U.S. 
Atomic Energy Commission. Many con­
tract clauses make no distinction in these 
terms. Where practicable, this distinc­
tion will be made in AECPR, except in 
contracts and contract clauses where the 
terms are used synonymously.
§ 9—1.251 Division Director.

As used in AECPR, the term “Division 
Director” means the Director of a Divi­
sion at the Headquarters level who is 
authorized to enter into contracts.

§ 9—1.252 Subcontract.
Unless otherwise provided in FPR or 

AECPR, the term “subcontract” means 
any agreement with a contractor or 
higher-tier subcontractor for the fur­
nishing of supplies or services required 
for the performance of a contract. The 
term includes, by way of description and 
without limitation, letter contracts and 
purchase orders, and any amendment 
or modification thereof or supplement 
thereto.
§ 9—1.253 Contractor.

A “contractor” is any person, firm, 
association, or corporation entering into 
a contract with the Government.
§ 9—1.254 Subcontractor.

A “subcontractor” is any person, firm, 
association, or corporation entering into 
a subcontract with a contractor or 
higher-tier subcontractor.
§ 9—1.255 Cost-type contractor and cost- 

type subcontractor.
The term “cost-type contractor” 

means a contractor who has a prime 
contract with the AEC on a cost basis. 
The term “cost-type subcontractor” 
means a subcontractor who has a sub­
contract on a cost basis under a cost-type 
prime contract provided all the preceding 
subcontracts, if any, in the contractual 
chain are also on a cost basis.
§ 9-1.256 [Reserved]
§ 9—1.257 [Reserved]
§ 9—1.258 Supplier.

The term “supplier” means a manu­
facturer or producer, construction con­
tractor, architect-engineer, regular 
dealer, or service establishment, and such 
other persons (or concerns) as may be 
found by the AEC to be qualified and 
responsible as sources of supplies or 
services.
§ 9—1.259 Supplies.

The term “supplies” as used herein 
means all property except land or inter­
ests in land. It includes, by way of de­
scription and without limitation, mate­
rials, supplies, equipment, public works, 
buildings, facilities, tools, and parts and 
accessories for such items.
§ 9—1.260 Services.

The term “services” means services 
other than personal services including, 
by way of description and without limi­
tation, nonpersonal services; educational 
or training services; architectural or en­
gineering services; maintenance or re­
pair services; transportation services; 
utility services; operating and manage­
ment services; experimental, develop­
mental, or research work ; and construc­
tion work.

Subpart 9—1.3— General Policies 
§ 9—1.301 Methods of procurement.

(a ) General. In promoting the pri­
mary objective of strengthening ti1® 
common defense and security rapidly
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and effectively, there is a great respon­
sibility to protect and preserve competi­
tive enterprise. All practicable steps must 
be taken to provide for the equitable dis­
tribution of contracts among the maxi­
mum number of competent suppliers and 
to avoid the concentration of contracts 
among a relatively few suppliers.

(b) Procurement by formal advertis­
ing. Supplies and services shall generally 
be procured by formal advertising in ac­
cordance with FPR Part 1-2 and Part 
9-2.

(c) Procurement by negotiation. Sup­
plies and services may be procured with­
out formal advertising in accordance 
with the requirements of FPR Part 1-3 
and Part 9-3.

quired by FPR 1-1.305-3 (b) (5) with 
respect to deviations shall be forwarded 
through channels to the Director, Divi­
sion of Contracts.
§ 9—1.305—5 Use of Federal and interim 

Federal Specifications in construction 
contracts. ~

When specifications for AEC construc­
tion are prepared by private firms, Man­
agers of Field Offices and Heads of 
Divisions or Offices, Headquarters, are 
responsible for obtaining compliance 
with the general policies of this subpart 
to the extent practicable and compatible 
with meeting program objectives.
§ 9—1.306—1 Mandatory use and appli­

cations of Federal Standards.
§ 9—1.302 Procurement sources.
§ 9-1.302—1 General.

(a) Procurement from Government 
sources. Procurement of certain supplies 
and services may be effected by orders 
on Government sources referred to in 
FPR 1-1.302. It is the policy of the AEC 
that such methods of procurement be 
utilized to the fullest extent practicable, 
in accordance with applicable laws and 
regulations. Procurement by the AEC 
under the Economy Act of June 30,1932, 
as amended (31 U.S.C. 686), shall con­
form to the requirements of that Act and 
applicable regulations of the General Ac­
counting Office. Procedures to be fol­
lowed in procuring from Government 
sources are set forth in Part 9-5.

(b) Procurement from local trade area 
sources. In soliciting quotations for small 
purchases, maximum utilization should 
be made of the provisions in FPR 1- 
3.603-1 (b) with respect to sources within 
the trade area in which the procuring 
activity is located. Regardless of the size 
of the procurement, however, qualified 
sources of supply in the local trade area 
always should be considered.
§ 9—1.305—1 Mandatory use of Federal 

Specifications.
(a) The policies and procedures es­

tablished by FPR 1-1.305 shall be com­
plied with by AEC for all direct procure­
ment except as provided for in 
§ 9-1.305-5.

(b) The paper specification standards 
published by the Joint Committee on 
Printing for the purchase of paper to be 
used on Government-owned printing, 
binding, and duplicating equipment shall 
be applied to cost-type contractor pro­
curement. The paper specification stand­
ards shall also be used in specifying 
Paper requirements for “Federal print- 
uig” as defined in the Government 
Printing and Binding Regulations.
§ 9—1.305—3 Deviations from Fedei 

Specifications.
Subject to the requirements of FI 

1—1.305—3, Mafiagers of Field Offic 
Heads of Divisions and Offices, Hea 
quarters, or their representatives spec 
lcaJJy designated for this purpose, m 
authorize deviations from Federal Spt 
mcations in connection with A] 
direct procurement. In those cases wh< 
use of Federal Specifications is requii 
under § 9-1.305-1 (a), information :

The policies and procedures estab­
lished by FPR 1-1.306 for the develop­
ment and use of Federal Standards shall 
be complied with by AEC to the same 
extent as provided for Federal Specifi­
cations in §§ 9—1.305—1, 9-1.305—3, and 
9-1.305-5.
§ 9—1.307 Purchase descriptions.

Specifications should be in such terms 
as to permit full and free competition 
among all potential suppliers. However, 
technical reasons may occasionally exist 
for using specifications which limit-com­
petition by requiring certain types of 
material or articles, such as replacement 
parts, auxiliary equipment and tools re­
quired for use with major equipment.^. 
Restrictive specifications may be used to 
meet special requirements, provided (a) 
AEC needs cannot reasonably be met in 
any other manner, and (b) a complete 
justification for the restriction is reduced 
to writing and included in the contract 
file.
§ 9-1.310 Responsible prospective con­

tractors.
§ 9—1.310—1 Scope.

This section implements the policy and 
procedures set forth in FPR 1-1.310 to 
determine, before award, whether pro­
spective contractors for furnishing the 
AEC supplies or nonpersonal services 
(including construction) qualify as 
responsible.
§ 9—1.310—4 General policy.

A “responsible prospective contractor” 
is one which is found by the contracting 
officer to meet all of the applicable 
standards specified in § 9-1.310-5, Stand­
ards, in addition to FPR 1-1.310-5. If 
the contracting officer has sufficient cur­
rent information to satisfy himself that 
the prospective contractor meets these 
standards, the contracting officer may 
proceed with the award without further 
inquiry. In all other cases before making 
determinations of responsibility, the 
contracting officer shall, by specific in­
quiry, obtain information sufficient to 
satisfy himself that a prospective con­
tractor currently meets the applicable 
standards set forth in § 9-1.310-5 and 
FPR 1-1.310-5.
§ 9—1.310—5 Standards.

(a ) In order to qualify as responsible, 
a prospective contractor must, in the 
opinion of the contracting officer, meet

the following standards in addition to 
those set forth in FPR 1-1.310-5 as they 
relate to the particular procurement un­
der consideration:

(1) An accounting system and finan­
cial controls have been established and 
are determined by the contracting offi­
cer to be adequate to permit the admin­
istration of the type of contract proposed, 
particularly if under its terms the costs 
incurred are a factor in determining the 
amount payable under the contract, or if 
advance or progress payments are 
requested.

(2) In determining the adequacy of 
a prospective contractor’s financial re­
sources for the performance of the pro­
posed contract, as required by FPR  
l-1.310-5(a) (1), particular attention 
shall be given to the ability of the con­
tractor to discharge his full financial 
responsibility for charges and losses of 
Government-furnished material, such as 
special nuclear materials, when the con­
tractor has financial responsibility for 
such material.
§ 9—1.310—7 Information regarding re­

sponsibility.
Before making a determination of re­

sponsibility, the contracting officer shall 
have sufficient current information to 
satisfy himself that the prospective con­
tractor meets the standards in FPR  
1-1.310-5 and § 9-1.310-5. To the extent 
appropriate to the particular procure­
ment under consideration, information 
from the following sources in addition 
to those in FPR 1-1.310-7 should be uti­
lized before considering making a pre­
award on-site evaluation: -

(a) Financial information. (1) Bal­
ance sheet and profit and loss statement 
for the most recent fiscal year prepared 
and certified by an independent public 
accountant and, if available, similar 
financial data for the 2 previous years; 
also, latest available interim balance 
sheet and profit and loss statement of 
the current fiscal year. If audit reports 
by an independent public accountant are 
not available, a prospective contractor 
may be required to submit affidavits con­
cerning financial data which fully set 
forth its financial condition and oper­
ating results.

(2) Information as to the prospective 
contractor’s schedule of principal con­
tracts, subcontracts and purchase or­
ders, listing: Government and civilian 
contracts and orders separately, the re­
spective Government or civilian contract 
representative: the aggregate amount 
of any unliquidated advance or progress 
payments, loans, liens, pledges, or as­
signments relating to each such contract 
or order; performance or deliveries un­
der the contracts or purchase orders with 
full information on past contractual 
performance including the current status 
of all delinquencies and existing back­
logs; and whether financial aid was fur­
nished by the Government.

(b) Organization, experience, and fa­
cilities— (1) Organization. Form of com­
pany (corporation, partnership, etc.); 
status of company (manufacturer, regu­
lar dealer, etc.); affidavits of parent 
company (business, organization, and re­
lationship) ; small business status.
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(2) Experience. Business, manufac­

turing, research, development, services, 
including:

(i) Length of time in present business 
and all previous businesses;

(ii) Type of business;
(iii) Similarity between the current 

business experience and the supplies, 
services, or activities required by the 
proposed contract.

(3) Facilities. Adequacy and avail­
ability of plant facilities, materials, and 
personnel for the performance of the 
proposed contract, including the follow­
ing, as appropriate:

(i) Facilities, including office, manu­
facturing, laboratory, and warehouse 
areas; the quality and quantity of pro­
duction or technical tools and equipment;

(ii) Materials and components;
(iii) Trained labor force and the com­

pany’s labor relations; availability of 
unskilled labor and training facilities;

(iv) Quality of the scientific-, techni­
cal, and engineering staff;

(v) The kinds and amount of work 
usually performed by subcontracting and 
the identity of major subcontractors and 
their technical, scientific, productive, de­
velopmental, and financial qualification; 
the reputation of such subcontractors 
and their past performance record on 
contracts; and a schedule of their cur­
rent principal contracts and subcon­
tracts; and the extent to which the 
prospective contractor proposes to per­
form the contract by subcontracting;

(vi) Quality control procedures fol­
lowed throughout purchasing, produc­
tion, subcontracting, storage, mainte­
nance and shipment.
§ 9—1.314 Solicitations for informa­

tional or planning purposes.
The allowance for the cost of prepar­

ing quotations referred to in FPR  
1-1.314 shall be determined in accord­
ance with AEC cost principles set forth 
in § 9-15.5010-13, “Bidding expense and 
costs of proposals.”
§ 9—1.350 AEC Specifications and Stand­

ards.
§ 9—1.350—1 Special specifications and 

standards.
When special specifications or stand­

ards are used by a field office or Head­
quarters on a recurring basis or used by 
two or more field offices or contractors, 
consideration should be given to con­
verting them to AEC specifications. Ac­
cordingly, contracting officers are urged 
to bring to the attention of the Director, 
Division of Contracts any such special 
specifications which they believe may be 
of use to more than one field office. The 
Director, Division of Contracts will notify 
field offices of the existence of any AEC 
specification.
§ 9—1.351 Distribution o f Federal Speci­

fications and Standards.
(a ) AEC does not maintain a central 

distribution point for specifications and 
standards. Index of Federal Specifica­
tions, Standards, and Handbooks may be 
obtained by submission of an order from 
field offices to the GSA Region 3, Federal 
Supply Service, Buying Division, General

Services Regional Office Building, Wash­
ington, D.C. 20407. Copies of Federal 
Specifications and Standards may be ob­
tained in the same manner. Single copies 
of product specifications required for bid­
ding purposes are available without 
charge at the Business Service Centers 
of the General Services Administration 
Regional Offices. Nongovernment activi­
ties should obtain copies of the Index 
and of Federal Specifications and Stand­
ards from the Superintendent of Docu­
ments, U.S. Government Printing Office, 
Washington, D.C. 20402.

(b) Field offices and Headquarters 
shall maintain current copies of these 
indexes and supplements and shall main­
tain files of current copies of Federal 
Specifications and Standards covering all 
items which are purchased on a recurring 
basis for which specifications or stand­
ards are available. Managers of Field 
Offices are responsible for assuring thé 
availability of the indexes and Federal 
Specifications and Standards to cost- 
type contractors.
§ 9—1.352. Department o f Defense Index 

of Specifications and Standards.
These indexes may be obtained from 

the Superintendent of Documents, Gov­
ernment Printing Office, Washington, 
D.C. 20402. Copies of Specifications and 
Standards are ordered from the cogni­
zant Military activity developing each 
particular specification or standard.
§ 9—1.353 [Reserved]
§ 9—1.354 Prebidding and preproposal 

conferences.
(a) Wherever considered advanta­

geous, particularly for the more complex, 
unusual, or large projects, a prebidding 
or preproposal conference should be held 
with prospective contractors and their 
suppliers prior to receipt of bids or pro­
posals in connection with formally ad­
vertised or negotiated procurements.

(b) The primary objectives of such 
conferences are to avoid production and 
construction problems and contingency 
items in bids or proposals by:

(1) Outlawing principal features of 
the project.

(2) Answering questions and identify­
ing any ambiguity or obscurity concern­
ing the proposed work and the plans and 
specifications.

(3) Soliciting prospective contractors’ 
opinions on matters such as feasibility of 
proposed production or construction 
techniques and tolerances.

(4) Soliciting prospective contractors’ 
suggested changes in design or in pro­
visions of the proposed contract which 
could result in more economical produc­
tion or construction.

(c) Such conferences may also be held 
prior to the issuance of invitations for 
bids or requests for proposals when the 
main objective is to obtain the views of 
prospective contractors on matters such 
as production or construction techniques.

(d) Changes or clarifications found to 
be necessary as a result of a prebidding 
or preproposal conference shall be in­
cluded in addenda to the invitation for 
bids or request for proposals.

Subpart 9—1.4— Procurement 
Authority and Responsibility

§ 9—1.450 General responsibility of con­
tracting officers.

Contracting officers are responsible 
for:

(a) Executing and administering con­
tracts in such a manner as to safeguard 
the interest of the United States in con­
tractual relationships and making deter­
minations of fact under contracts;
’ (b ) Advising the contractor by letter 

or other appropriate means:
(1) The name of any contracting offi­

cer’s representative, the extent of such 
representative’s authority and any limit­
ations placed thereon;

(2) The name of any sité representa­
tive or other technical representative 
designated to provide technical surveil­
lance of the work being performed under 
the contract, the extent of such repre­
sentative’s authority and any limitations 
placed thereon.

(c) Using standard contract forms, as 
required by the FPR and AECPR;

(d) Obtaining all necessary approvals 
and otherwise complying with applicable 
directives issued by the General Man­
ager; Director, Division of Contracts; 
other Division Directors; and Managers 
of Meld Offices;

(e) Personally signing all contracts 
and modifications entered into by them 
(this authority cannot be delegated to 
others, nor will the signing of contract­
ual documents be accomplished by 
facsimile stamps or by proxy);

(f) Exercising care, skill, and judg­
ment in all their actions;

(g ) Assuring that funds are available 
and that their authority to subject the 
Government or its property to any risk 
is not being exceeded;

(h) Maintaining constant cognizance 
with respect to contract compliance on 
the part of the contractor;

(i) Securing the advice of legal, tech­
nical, and administrative staffs of the 
AEC as to the sufficiency of the contracts 
prior to their execution;

(j )  Initiating any appropriate action 
necessary to properly assure the satis­
factory performance of their contracts;

(k ) Knowing and acting within the 
scope and limitation of their authority.
§ 9—1.451 Standards of conduct.

The business ethics of all persons 
charged with administration and ex­
penditure of Government funds must be 
above reproach and suspicion in every 
respect at all times. It is important that 
all persons engaged in procurement and 
related duties adhere to and be guided by 
the AEC’s policies and instructions on 
personnel conduct. Detailed rules apph" 
cable to the conduct of employees are set 
forth in 10 CFR Part 0.
§ 9—1.452 Disputes provisions in sub­

contracts under fixed-price prime 
contracts.

A contracting officer shall not author­
ize or approve the inclusion of a provi­
sion requiring his decision of disputes 

and providing for an appeal therefrom to
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the Commission (or any component 
organization or board) in subcontracts 
under any fixed-price prime contracts.
. Subpart 9-1.5— Contingent Fees
§ 9-1.500 Scope o f subpart.

This subpart prescribes the use by 
AEC of the “covenant against con­
tingent fees” and sets forth the policies 
in regard to AEC direct procurement and 
cost-type contractor procurement.
§ 9-1.501 Applicability.

The policies and requirements of FPR  
Subpart 1-1.5 shall be applied to all AEC 
direct and cost-type contractor procure­
ment activities.
§ 9-1.507 Use of Standard Form 119. 
§9—1.507—1 Form prescribed.

Each Standard Form 119 completed in 
connection with an AEC direct contract, 
together with other relevant information 
shall be reviewed by the Office of the 
General Counsel (or the Office of the 
Chief Counsel in the field) prior to the 
initiation of appropriate action. An in­
formation copy of each such form, to­
gether with a record of action taken, 
shall be forwarded to the Director, Divi­
sion of Contracts.
Subpart 9-1.6— Debarred, Suspended, 

and Ineligible Bidders 
§ 9—1.600 Scope of subpart.

This subpart implements and supple­
ments the policies and procedures set 
forth in FPR Subpart 1-1.6 relating to 
the debarment, suspension, or ineligi­
bility of bidders for any cause.
§ 9—1.602 Establishment and mainte­

nance of a list of concerns or indi­
viduals debarred, suspended, or de­
clared ineligible.

The Director, Division of Contracts 
shall establish and maintain a list of 
firms or individuals debarred or ineligi­
ble for contracts with the AEC and with 
AEC cost-type prime contractors pursu­
ant to FPR 1-1.602. This list shall be 
designated as the List of Disqualified 
Bidders and Ineligible Contractor^, and 
its use by all AEC procuring activities is 
mandatory. The Director, Division of 
Contracts shall periodically publish this 
list and distribute it to AEC contracting 
officers.

§ 9—1.602—1 Bases for entry on 
barred, suspended, or ineligible !

The Director, Division of Contra 
shall place all firms and individv 
within the categories specified in F 
1-1.602-1 and 1-1.604 on the List of I  
qualified Bidders and Ineligible Contr 
tors as soon as determination is mi 
oi debarment or ineligibility. AEC 
garments under FPR 1-1.604 are sub; 
, .  the procedural requirements 
§ 9-1.606.

“ -1*603 Treatment to be accorde 
firms or individuals in debarred, sui 
pended, or ineligible status.

The Director, Division of Contracts, 
™ay determine, pursuant to FPR 1-1.603 
a) * that an exception is essential to the

public interest for a specific procurement 
action only. Such action shall be docu­
mented to reflect the determination and 
the justification therefor.
§ 9—1.606 Agency procedure.
§ 9—1.606—1 AEC procedural require­

ments.
This section establishes AEC internal 

procedures for giving effect to FPR Sub­
part 1-1.6 as required by FPR 1-1.606.
§ 9—1.606—50 Reporting procedures.

All Headquarters Divisions, Offices, 
Managers of Field Offices, and con­
tracting officers are responsible for re­
porting any evidence of offenses or . 
irregularities which may be grounds for 
debarment or suspension. The report 
shall be made to the Director, Division of 
Contracts. The report shall contain a full 
statement of facts, and shall be supported 
by appropriate exhibits. If all necessary 
information is not readily available, a 
preliminary report shall be forwarded to 
be followed as soon as practicable by a 
completely documented report.
§ 9—1.606—51 Collection o f information 

and investigation.
(a ) The Director, Division of Con­

tracts, shall collect and evaluate infor­
mation to determine whether an alleged 
offense or irregularity warrants the initi­
ation of a debarment proceeding.

(b) The Director, Division of Con­
tracts may request assistance from the 
Division of Inspection whenever an in­
vestigation may be required. The Division 
of Inspection will make a thorough in-: 
vestigation of the circumstances as ex­
peditiously as possible, and will report 
the results to the Director, Division of 
Contracts.
§ 9—1.606—52 Initiation of action.

The Director, Division of Contracts,-  
with the concurrence of the Office of the 
General Counsel, and after consultation 
with the Division of Inspection, and such 
offices as he deems appropriate, shall 
determine whether causes and conditions 
exist to initiate a debarment action or to 
issue a notice of suspension.
§ 9—1.606—53 Notice of proposed debar­

ment.
(a ) The Director, Division of Con­

tracts shall initiate a debarment proceed­
ing by sending a notice of proposed 
debarment by registered mail (return re­
ceipt requested) to the firm or individual 
proposed for debarment.

(b) A notice of proposed debarment 
will;

(1) Concisely state the facts on which 
the proposed debarment is predicated;

(2) Specify the period of the proposed 
debarment;

(3) Inform the firm or individual of 
the action which the AEC may take in 
the event a low bid or proposal is re­
ceived from the firm or individual before 
the proposed debarment is finally 
determined;

(4) Inform the firm or individual of 
its right, within twenty (20) days of the 
date of the notice of the proposed debar­
ment, or such other time as may be

specified in the notice, to request a 
hearing;

(5) Provide that the firm or individual 
may submit a written reply to the notice 
of proposed debarment within twenty 
(20) days of its date, or such other time 
as may be specified in the notice. The 
reply shall set forth the facts on which 
the firm or individual relies and request a 
hearing, if one is desired.

(6) Inform the firm or individual that 
if no reply or request for hearing is re­
ceived within twenty (20) days from 
the date of the notice of proposed de­
barment or such other time as may be 
specified in the notice, that the debar­
ment will become effective on a date 
specified in the notice.
§ 9—1.606—54 Hearing.

A hearing, if requested, shall be con­
ducted before the AEC Board of Contract 
Appeals. (See 10 CFR 3.17, “Conduct of 
hearings,” and 10 CFR 3.21, “Reconsid­
eration.”) The AEC Board of Contract 
Appeals has the final authority to decide 
debarment cases after hearings.
§ 9—1.606—55 [Reserved]
§ 9—1.606—56 [Reserved]
§ 9—1:606—57 Final debarment determi­

nation after the forfeiture of the 
right to be heard.

(a ) If the Director, Division of Con­
tracts, on the basis of an analysis of all 
information submitted for his review, 
determines that the proposed debarment 
is not warranted, he shall notify, in 
writing, the firm or individual concerned 
within forty (40) days after the notice 
of proposed debarment.

(b) If the Director, Division of Con­
tracts, on the basis of an analysis of all 
information submitted for his review, 
determines that the proposed debarment 
is warranted, he shall transmit his rec­
ommendation for debarment, and all in­
formation on which such recommenda­
tion is based, to the General Manager. 
The General Manager shall determine in 
writing whether to debar. If the General 
Manager determines to debar, the Direc­
tor, Division of Contracts shall notify, in 
writing, the firm o r , individual within 
forty (40) days after the notice of pro­
posed debarment. The General Man­
ager’s determination shall accompany 
the notice confirming the proposed de­
barment. The notice confirming the pro­
posed debarment shall state the effective 
date and the period of the debarment. 
The period of the debarment shall be no 
greater than that specified in the notice 
of proposed debarment.
§ 9—1.606—58 Notice o f final debarment 

determination.
(a) The Director, Division of Con­

tracts shall promptly notify all Head­
quarters Divisions, Offices, and Managers 
of. Field Offices of all debarment actions 
taken pursuant to this subpart.

(b) The Director, Division of Con­
tracts shall notify the General Services 
Administration of the names of all firms 
or individuals placed on or removed from 
the List of Disqualified Bidders and In­
eligible Contractors.
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Subpart 9—1.7— Small Business 

Concerns
§ 9-1.700 General.

This subpart implements and supple­
ments general Government policies and 
procedures set forth in FPR Subpart 
1-1.7.
§ 9 —1.702 Small business policies.

(a ) Specific policies. (1) Headquarters 
and Field Offices shall cooperate with 
the SBA in implementing the policies 
and procedures set forth in FPR Subpart 
1-1.7 and this subpart.

(2) Managers of Field Offices shall ap­
point persons under their jurisdiction to 
serve in a liaison capacity with SBA 
representatives. Managers of Field Offices 
shall request cost-type contractors to 
make similar appointments.

(3) The AEC-SBA Agreement set forth 
in § 9-1.751 provides a basis for cooper­
ation between the two agencies to fur­
ther the AEC small business program and 
the intent of Congress which is set forth 
In the Small Business Act. It is expected 
that field offices, through contracting of­
ficers, will cooperate with the SBA in 
establishing set-aside programs or in set­
ting aside selected items or classes of 
items of procurement. Where SBA rep­
resentatives are not available to screen 
proposed procurements and to initiate 
joint small business set-asides, unilateral 
small business set-asides shall be made 
by the contracting officers as appropriate.
§ 9—1.705—3 Screening of procurements.

(a ) Class set-asides. An agreement 
has been reached between the AEC and 
the SBA that AFX? would accept SBA  
initiation of class set-asides for formally 
advertised construction procurements es­
timated to cost between $2,500 and 
$500,000, including new construction, and 
repair, maintenance, and alteration of 
structures. When, in the judgment of the 
contracting officer, a particular procure­
ment falling within these dollar limits 
is determined unsuitable for a set-aside 
for exclusive small business participa­
tion, he shall notify the appropriate SBA 
representative of this decision. Unless 
SBA appeals the decision (see FPR 1- 
1.706-2), the contracting officer shall 
proceed to process the procurement on 
an unrestricted basis. Proposed contracts 
for construction, and repair, mainte­
nance, and alteration of structures hav­
ing an estimated cost of more than $500,- 
000 shall not be set aside for exclusive 
small business participation.
§ 9—1.708—3 Conclusiveness of certifi­

cate o f competency.

If  the contracting officer questions the 
acceptability of an SBA certificate of 
competency based on substantial doubt 
as to a particular firm’s ability to per­
form, he shall, before award, promptly 
refer the matter to the Director, Division 
of Contracts for a final decision.
§ 9—1.709 Records and reports.

A semiannual small business report 
shall be prepared by each field office and 
forwarded to the Director, Division of

Contracts not later than the thirtieth day 
following the end of the 6-month period 
covered by the report. Managers of Field 
Offices shall require similar reports to 
be prepared by cost-type contractors to 
accompany the field office reports. Re­
ports shall be prepared as follows:

(a) Narrative statement regarding the 
operation of the program during the 
6-month period.

(b) Tabulation of the following fac­
tual information:

(1) Number of contracts awarded to 
small business concerns dining the 6- 
month period which have not previously 
received contracts.

(2) Number of small business concerns 
added to bidders mailing lists dining the 
6-month period.

(3) Number and dollar value of awards 
to small business concerns compared to 
the number and dollar value of awards 
suitable for small business concerns.

(4) Number and dollar value of invi­
tations to bid and requests for propos­
als referred to SBA.

(5) Number and dollar value of set- 
asides to small business.
§ 9 —1.751 AEC—SBA  Agreement.

A revised agreement for cooperation 
was signed by the Chairman of the AEC 
and the Administrator of the SBA in 
October 1960. The term “Operations O f­
fice,” as used in the agreement, shall also 
apply to field offices. The text of this 
Agreement follows:

(a ) Introduction. The purpose of this doc­
ument is to revise and to continue an agree­
ment between the Atomic Energy Commis­
sion (AEC) and the Small Business Adminis­
tration • (S B A ), which has resulted in a 
friendly cooperative relationship since the 
agreement was established originally in 1953. 
The agreement provides a basis for cooper­
ation between the two agencies in order to 
further the AEC small business program 
and the intent of Congress which is set forth 
in the Small Business Act. To the extent 
applicable, the agreement is supplemented 
by the Federal Procurement Regulations 
(FPR’s) pertaining to Small Business, which 
include definitions and uniform procedures 
for set-asides and Certificates of Compe­
tency.

(b ) Agreement. The AEC and SBA will 
continue to establish and maintain liaisou 
between appropriate combinations of AEC 
Operations Offices and SBA Offices for ex­
changes of information regarding AEC op­
portunities for small businesses, additional 
sources of qualified small business concerns, 
and appropriate matters.

(c) Liaison—
(1) Establishment. SBA Area Offices will 

continue to establish and maintain liaison 
with the AEC Operations Offices within their 
respective geographical regions. Such liaison 
may include arrangements with respect to 
the AEC Area Offices and cost-type contrac­
tors administered by an Operations Office.

Where an AEC Operations Office is located 
in one SBA area and the AEC Area Offices and 
cost-type operating contractors are located 
in other SBA areas, the SBA Area Office serv­
ing the area in which the AEC Area Office 
or cost-type operating contractor is located 
shall contact the AEC Operations Office con­
cerned regarding the establishment of liaison 
procedures for such Area Office or cost-type 
contractor.

(2) Procedures. Detailed procedures for 
carrying out the exchanges of information

by this agreement have been Jointly devel­
oped and will continue to be maintained 
and modified, as experience suggests, by each 
combination of SBA Regional and AEC Op­
erations Office maintaining liaison.

(3) It is not contemplated that SBA em­
ployees will operate in any area where se­
curity “Q” clearances are required.

(d ) Exchanges of information—
(1) Procurement, research and develop­

ment, and property sales. AEC Operations 
Offices (including Area Offices and cost-type 
contractors) wiil provide or arrange for the 
provision of information to the SBA Regional 
Offices with which liaison has been estab­
lished regarding appropriate procurement, 
research and develbpment, and property sales 
opportunities which are suitable for small 
business. In  turn, the SBA Regional Offices 
will provide information, including the 
names of qualified small concerns, which will 
further the purpose of this agreement. The 
interchange of information provided in this 
paragraph will be in such form and will be 
transmitted by such means and with such 
frequency as seems most practical to the 
personnel engaged in the exchange of 
information.

(2) Technical information and AEC- 
owned patents. AEC will assist SBA to bring 
unclassified AEC research reports and AEC- 
owned (Government) patents to the atten­
tion of interested qualified small business 
concerns.

(e) Time factor. It is anticipated that in 
some circumstances the time available for 
the submission of bids may be too short 
for some small business concerns suggested 
by SBA to participate. In these circum­
stances, qualified small business concerns 
which are unable to participate will be added 
to bidders lists and Invited to participate 
in subsequent procurements or sales.

(f )  Appropriate opportunities. Appropri­
ate opportunities, for the purpose of this 
agreement, will not include opportunities 
which must involve Government sources, 
those that security requirements will not 
permit to be publicly disclosed, and those 
where the urgency is too great to permit 
broad solicitation of bids or development of 
additional sources.

(g) Review of agreement. This agreement 
will be reviewed on a periodic basis to deter­
mine whether the purpose of the agreement 
is being achieved and whether expansion 
and/or modification would be appropriate.

Subpart 9—1.8— Labor Surplus Area 
Concerns

§ 9—1*807 Report on preference pro­
curement in labor surplus areas.

The semiannual report on preference 
procurement in Labor Surplus Areas as 
set forth in FPR 1-1.807 shall also in­
clude a separate report on subcontracts 
from cost-type contractors.
Subpart 9-1.9— Reporting Possible 

Antitrust Violations 
§ 9—1.901 General.

The procedures prescribed in FPR 
Subpart 1-1.9 apply to all procurement 
on a competitive basis and shall be 
applied to cost-type contractor procure­
ment.
§ 9—1.902 Documents to be transmitted.

The Office of the General Counsel is 
responsible for reporting cases of possi­
ble antitrust violations to the Attorney  
General. Managers of Field Offices and 
Headquarters officials having contract­
ing responsibilities shall furnish two
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copies of the documents referred to in 
FPR 1-1.902 to the Office of the General 
Counsel and one copy to the Director, 
Division of Contracts.
Subpart 9-1.11— Qualified Products
§ 9-1.1101 Procurement o f qualified 

products.
(a) This subpart prescribes policies 

and procedures for the procurement of 
qualified products from lists of such 
products established by the Government. 
These procedures are applicable to AEC 
direct procurement. Contracting officers 
may authorize their use on a case-by­
case basis in cost-type contractor pro­
curement.

(b) Whenever procurement of quali­
fied products is. to be made by formal 
advertising, AEC contracting officers 
shall insert in invitations for bids the 
provision contained in FPR 1-1.1101(b). 
This provision may be modified by AEC 
contracting officers with the advice of 
Counsel for use in requests for proposals.
§ 9-1.1150 Distribution o f qualified 

products lists.
Qualified products lists are distributed 

by GSA directly to Headquarters and 
field offices. These lists shall be redis­
tributed by contracting officers only to 
those persons authorized to use them. 
Such persons may include responsible 
procurement personnel of cost-type con­
tractors. The contents of such lists shall 
not be divulged to unauthorized persons. 
AEC contracting officers shall maintain 
records of the distribution of the lists. 
Extra copies may be obtained through 
the Division of Contracts.

Subpart 9-1.16— Reports of Identical 
Bids

§ 9-1.1603—1 Cases to be reported»-
Contracting officers shall require re­

ports from cost-type contractors on iden­
tical bids or quotations received in con­
nection with procurement under AEC 
contracts. The provisions of FPR  
1-1.1602, 1-1.1603-1, 1-1.603-2, and
1-1.1605-2 shall be applied in connection 
with such reports.
• 9-1.1603—3 Submission o f reports.

Directors, Headquarters Divisions and 
Offices, and Managers of Field Offices are 
responsible for submitting to the Office 
of the General Counsel two copies of 
identical bid reports for both AEC di­
rect procurement and cost-type contrac­
tor procurement, with a copy to the 
Director, Division of Contracts.

Subpart 9-1.50— Change Orders ,  
Equitable Adjustments, and Sup­
plemental Agreements for Fixed- 
Price Contracts

 ̂9—1.5000 Scope of subpart.

This subpart sets forth the circum 
nni^f8 un<*er which change orders, othe 

lateral-type contract modifications 
„5 . ®ubPl®mental agreements are to b  

. ln connection with AEC fixed-prici 
rune contracts, and outlines genera 
rocedures to be followed in the prepara

tion and negotiation of such modifica­
tions, including determination of 
necessary equitable adjustments in price 
or performance time.
§ 9—1.5001 General policy.

It is the policy of AEC to handle change 
orders and supplemental agreements to 
fixed-price contracts expeditiously and 
economically without sacrificiing sound 
contract administration or lessening the 
opportunity for proper consideration of 
all pertinent factors in effecting equit­
able adjustments and settlements. Con­
scientious observance of this policy 
should reduce to a minimum formal 
disputes and litigation with resulting ex­
pense and delays which are harmful to 
all concerned.
§ 9—1.5002 Applicability.

The policies and procedures set forth 
in this subpart apply to all AEC fixed- 
price prime contracts.
§ 9—1.5003 Definitions.

For the purpose of this subpart, the 
following terms have the meanings 
set forth in this section:

(a ) Article. “Article” means an article 
or clause as these terms are used in the 
various standard contract forms used by 
the AEC to designate separate and 
distinct contract provisions.

(b) Change order. “Change order” 
means a written directive to the contrac­
tor (1) to add, vary, or omit work within 
the general scope of the contract under 
provisions permitting or requiring such 
changes without the consent of the con­
tractor, and (2) effecting, either with or 
without prior agreement of the contrac­
tor according to the circumstances, an 
equitable adjustment in the contract 
price or peformance time, or both.

(c) Contract modification. The mean­
ing of “contract modification” is as de­
fined in FPR 1-1.219.

(d) Equitable adjustment or adjust­
ment. “Equitable adjustment” or “ad­
justment” means a determination or 
agreement that no change in contract 
price or performance time is to be made 
as well as that an increase or decrease is 
made in one or both of these factors.

(e) Supplemental agreement. ‘ ‘Supple­
mental agreement” means a negotiated, 
bilateral modification of a contract ef­
fecting changes in the general scope 
of work or other contract terms and 
conditions.
§ 9—1.5004 Change orders and other 

unilateral-type modifications within 
the general contract scope.

§9-1.5004-1 Change orders.
(a) Use of change orders. ( 1 )A  change 

order shall be used to direct an addition 
to or variation or omission from the 
work within the general scope of a con­
tract in accordance with the contract 
provisions and to effect an equitable ad­
justment in contract price and perform­
ance time.

(2) A  change order shall not be used 
to effect additions, alterations, or dele­
tions of work which involve a change In 
the general scope of a contract or to 
change any of the substantive provisions

of a contract, such as time of commence­
ment, methods of payment, and refund 
of retained percentages.

(b) Obligation of contractor. Under 
the terms of standard fixed-price con­
tract forms the contractor agrees in ad­
vance to perform such changes in the 
work as are within the general scope of 
the contract. A written order to the con­
tractor making such a change is binding 
upon him whether or not the order con­
tains adjustments of price and time, and 
he is obligated to proceed with the work 
as changed pending determination of 
equitable adjustments. If the order con­
tains unilateral adjustments of price and 
time with which the contractor cannot 
agree, he has the right to protest or 
appeal from such determination in ac­
cordance with the language of the par­
ticular contract article under which the 
order was issued, but he must comply 
with the requirements of such article in 
order for his protest or appeal to be 
effective.

(c) Method of issuance. (1) Whenever 
possible, prior agreement should be 
reached with the contractor regarding 
any price and time adjustments and a 
complete one-part change order should 
be issued prior to commencement of the 
changed work. If  agreement cannot be 
reached within available time, the direc­
tive portion of the change order should 
be issued in any case prior to commence­
ment of the changed work.

(2) When failure to reach mutual 
agreement on equitable adjustments 
prior to issuance of a change order is 
due to inability to obtain adequate pro­
posals from the contractor or to reaching 
an impasse In negotiations, rather than 
to lack of available time, a complete one- 
part change order should be issued as 
a unilateral action with price and time 
adjustments based on the Government 
estimate.

(3) A  two-part change order should 
be used when a complete one-part change 
order has not been issued under either 
subparagraph (1) or (2) above. The first 
part should set forth the details of the 
change and contain a statement that 
price and time adjustments will be settled 
by the parties at an early date. The sec­
ond part should contain the adjustments 
in price and time. Where appropriate, 
the first part of a two-part change order 
may establish an interim price as a basis 
for such partial payments as can be thor­
oughly substantiated by cost estimates; 
the interim price should not include 
profit or items which might be controver­
sial. Every effort should be made by the 
parties to reach agreement on part two 
of the two-part change order as expedi­
tiously as possible. When the parties fail 
to reach agreement as to equitable ad­
justments due to inability to obtain ade­
quate proposals from the contractor, the 
reaching of an impasse in negotiations, 
or for any other proper reason, the sec­
ond part of a two-part change order 
should be issued as a unilateral action 
with price and time adjustments based 
on the Government estimate.

(4) In all cases where agreement is 
reached with the contractor on equitable
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price and time adjustments, the con­
tractor’s acceptance shall be indicated by 
his signature on the change order to 
establish that mutual agreement has 
been reached.

(5) According to the circumstances of 
the particular case, the contractor’s pro­
test or “appeal” from unilateral adjust­
ments of price and time in a change 
order should be treated (i) as a claim 
for consideration and decision, based on 
findings of fact by the contracting officer, 
subject to further appeal, or (ii) as an 
appeal from the contracting officer’s deci­
sion. The latter alternative should apply 
only when the unilateral adjustments 
were preceded by a full consideration of 
the details of the contractor’s claim, a 
thorough effort to resolve differences by 
negotiation, and a decision by the con­
tracting officer based upon formal find­
ings of fact. See “Rules of Procedures in 
Contract Appeals,” 10 CFR Part 3.

(d) Adjustment of price or time. Any 
equitable adjustment in price or time 
must be determined as of the date the 
change is directed. Estimated increased 
costs of performing the contract as 
changed, which are a direct result of the 
change order, are proper for considera­
tion in an equitable adjustment in price. 
Ascertainment of costs which may be 
properly included in any equitable ad­
justment depends upon all of the facts 
surrounding a particular change. The 
following procedures shall be followed 
in establishing price and time adjust­
ments for change orders:

(1) Contractor’s proposal. The con­
tractor shall be furnished details of the 
change and be requested to submit a 
statement that the directed change will 
not require a change in contract price 
or time or, if an increase or decrease in 
contract price or time will result, an esti­
mate of cost, broken down as appropriate 
between features of work and into costs 
of labor, materials, equipment, construc­
tion equipment, taxes, bonds, insurance, 
overhead and profit, and the change in 
time for completion, if any.

(2) Government estimate. An inde­
pendent Government estimate of the cost 
of the changed work shall be prepared 
on the basis, as applicable, of the costs 
of labor, materials, equipment, construc­
tion equipment, taxes, bonds, and insur­
ance (direct costs) on which appropriate 
allowances for profit and overhead 
should be made. The change in the time 
of performance, if any, should also be 
estimated.

(3) Use of actual costs. Costs actually 
incurred may be considered, to the extent 
that they are determined to be both 
necessary and reasonable, in determin­
ing price adjustments for changes that 
have been completed, but they are not to 
be used as the basis for price adjust­
ments since the price adjustment must 
be determined as of the date the change 
was directed.
§ 9—1.5004—2 Unilateral-type contract 

modifications other than change 
orders.

Fixed-price cdntracts often include 
provisions other than Changes articles 
which contemplate, as a result of speci­

fied happenings or actions, unilateral 
equitable adjustments in the contract 
price or performánce time in the event 
of failure to reach mutual agreement. To 
the extent applicable, the procedures for 
the handling of change order equitable 
adjustments specified in § 9-1.5004-1 
shall be followed in the treatment of such 
other equitable adjustments. Such other 
adjustments include:
' ta) Adjustments in price and time re­

sulting from differences in physical con­
ditions as described in the “Changed 
Conditions” article which appears in 
Standard Form 23-A: General Provi­
sions (Construction Contract) and other 
contracts.

(b) Certain time extensions as cov­
ered by provisions of contract articles 
dealing with default terminations, de­
lays, and time extensions.

(c) Time or price adjustments result­
ing from suspension, delay, or interrup­
tion of work covered by applicable 
contract articles.

(d) Adjustments in price and time re­
sulting from removing or tearing out of 
construction work which subsequently is 
found to meet contract requirements as 
covered by inspection articles.
§ 9—1.5005 Changes outside the general 

contract scope.
(a ) Use of supplemental agreements.

(1) A supplemental agreement is used 
to modify a contract when a substantive 
change is necessary, such as a change in 
the general scope of the contract, 
changes in basic contract articles, or a 
deletion or addition of contract articles.

(2) A supplemental agreement shall 
not be used for work additions unless the 
added work is so closely related to work 
under the existing contract, or for other 
reasons, that it is impracticable to ac­
complish the new work under a separate 
fixed-price contract awarded as a result 
of formal advertising or invited proposal 
procedures. The use of a supplemental 
agreement for additional work shall be 
fully justified as being in the best inter­
est of the Government and shall satisfy 
AEC requirements for procurement by 
negotiation.

(3) Whenever time will permit, a 
supplemental agreement shall be issued 
and signed by both parties prior to the 
commencement of any work covered by 
the modification. When construction 
must be started before a supplemental 
agreement can be completed, prior 
agreement shall be confirmed by letter 
or a letter-type supplemental agreement 
should be issued to authorize the start 
of work.

(b) Negotiation. Since a supplemental 
agreement concerns a change in contract 
terms or in work which is not within the 
general scope of the contract, any price 
and time adjustment must be acceptable 
to the contractor and the supplemental 
agreement must be effected by negotia­
tion with the contractor. The following 
procedures shall be used:

(1) Contractor’s proposal. The con­
tractor shall be furnished a description 
of the change, together with any appli­
cable revised plans and specifications,

and be requested to submit a proposal 
for the changed work, including a de­
tailed estimate of any change in price 
or time involved in the performance of 
the work.

(2) Government estimate. An in­
dependent Government estimate shall 
be prepared in accordance with appli­
cable provisions of § 9-1.5004-1 (d) (2).

(3) Agreement on price or time ad­
justment. In the event negotiation with 
the contractor does not result in reason­
able reconciliation between the con­
tractor’s estimate and the Government 
estimate, the contracting officer must 
determine whether, under the circum­
stances, contracting with others for the 
work involved would better serve the 
interest of the Government.
§ 9—1.5006 Preparation o f change or­

ders, other unilateral contract modi­
fications, and supplemental agree­
ments.

(a) Suggested outlines that may be 
used as guides in preparing change 
orders and supplemental agreements to 
fixed-price construction contracts are set 
forth in §§ 9-16.5002-10 and 9-16.5002- 
11, respectively.

(b) See Part 9-53 for numbering and 
distribution of contract modifications.

(c) See Part 9-55 for required justi­
fication and documentation.
§ 9—1.5007 Surety bonds.

Additional performance bond protec­
tion in connection with and consent of 
surety to change orders and supple­
mental agreements to fixed-price con­
tracts shall be obtained when they are 
determined to be appropriate on the 
basis of Part 9-10.

Subpart 9—1.51 [Reserved!
Subpart 9-1.52 [Reserved!

Subpart 9—1.53— Novation Agree­
ments and Change of Name Agree­
ments

§ 9—1.5300 Scope o f subpart.
This subpart prescribes the policy and 

procedures for (a) recognition of a suc­
cessor in interest to contracts when such 
interests are required incidental to 
transfer of all the assets of a contractor 
or such part of his assets as is involved 
in the performance of the contract, and
(b) a change of name of a contractor.
§ 9—1.5301 Agreement to recognize a 

successor in interest.
( a )  T h e  t ra n s fe r  o f  a  Government 

con tra c t  by  a  con tra cto r  is prohibited 
b y  la w  (41 U.S.C. 15). H ow ever, the Gov­
e rn m en t m a y  recogn ize  a  th ird  party as 
th e  successor in  in te rest to a  Govern­
m en t con tract w h e re  th e  th ird  party s 
in te rest is  in c iden ta l to th e  tran sfer of 
a ll  th e  assets o f  th e  contractor, or all 
th a t  p a r t  o f  th e  c o n tra c to r ’s assets in­
vo lved  in  th e  p e r fo rm an c e  o f  the con­
tract. E x am p le s  in clude , bu t are not 
lim ited  to :

(1) Sale of such assets;
(2) Transfer of such assets pursuant 

to merger or consolidation of corpora­
tion; and
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<3) Incorporation of a proprietorship 
or partnership.

(b) A contractor who requests that a 
successor in interest be recognized shall 
be required to furnish the AEC office 
concerned (see § 9-1.5303(a) ) one copy 
of each of the following documents as 
appropriate:

(1) A properly authenticated copy of 
the instrument by which the transfer of 
assets is to be effected, as, for example, 
a bill of sale, certificate of merger, in­
denture of transfer, or decree of court;

(2) A list of all contracts and pur­
chase orders which have not been finally 
settled between the Atomic Energy Com­
mission and the transferor, showing the 
contract number, the name and address 
of the purchasing office involved, the 
total dollar value of each contract as 
amended, the type of contract involved, 
and the balance remaining unpaid;

(3) A certified copy of the resolutions 
of the Board of Directors of the corpo­
rate parties authorizing the transfer of 
assets;

(4) A certified copy of the minutes of 
any stockholders’ meetings of the corpo­
rate parties necessary to approve the 
transfer of assets;

(5) A properly authenticated copy of 
the certificate and articles of incorpora­
tion of the transferee if such corporation 
was formed for the purpose of receiving 
the assets involved in the performance of 
the Government contracts;

(6) Opinion of counsel for the trans­
feror and transferee that the transfer is 
in accordance with applicable law and 
the effective date of transfer;

(7) Evidence of the capability of the 
transferee to perform the contracts;

(8) Balance sheets of the transferor 
and the transferee as of dates immedi­
ately prior to and after the transfer of 
assets;

(9) Evidence of security clearance re­
quirements; and

(10) Consent of sureties on all con­
tracts listed under subparagraph (2) of 
this paragraph where bonds are required.

(c) If it is consistent with the Govern­
ment's interest to recognize a successor 
in interest to a contract, an agreement 
will be executed with the transferor and 
the transferee, which shall ordinarily 
Provide in part that:

(1) The transferee assumes all the 
transferor’s obligations and liabilities 
under the contract;

(2) The transferor waives all rights 
under the contract as against the 
Government;

(3) The transferor guarantees per­
formance of the contract by the trans­
feree (a satisfactory performance bond 
ma7 be accepted in lieu of such guar­
antee); and

(4) Nothing in the agreement shall 
eneve the transferor or the transferee 
rom compliance with any Federal, State, 
r local law. All agreements, prior to 
xecuuon, shall be reviewed by the Office 

penerà! Counsel or the Office of 
f ® C i* Counsel, as the case may be, 

,legai sufficiency. A sample form for 
on an agreement for use when the

transferor and transferee are corpora­
tions, and all the assets of the transferor 
are transferred, is set forth herein. This 
sample form may be adapted to fit spe­
cific cases and may be used as a guide in 
preparing similar agreements for use in 
other situations.

Agreement

This Agreement, entered into as of (date 
upon which, the transfer of assets became 
effective pursuant to applicable State law) 
19___ by and between ABC Corp., a corpora­
tion duly organized and existing under the
laws of the State o f ______________with its
principal office in the city o f ------ -------------
(hereinafter referred to as the “Transferor” ) ; 
the XYZ Oorp., a corporation duly organized 
and existing under the laws of the State
o f ______________with its principal office in the
city o f _____ _______ (hereinafter referred to
as the “Transferee”) ; and the United States 
of America (hereinafter referred to as the 
“Government”), represented by the U S . 
Atomic Energy Commission (hereinafter re­
ferred to as the “Commission”) .

W ITNESSETH

,1. Whereas, the Commission has entered 
into the following contracts and purchase 
orders with the Transferor:___________________

2. Whereas, as o f _______________ 19—, the
Transferor assigned, conveyed, and trans­
ferred to the Transferee all the assets of the 
Transferor by virtue of a (term descriptive 
of the legal transaction involved) between 
the Transferor and the Transferee;

3. Whereas, the Transferee, by virtue of 
said assignment, conveyance, and transfer, 
has acquired all the assets of the Transferor;

4. Whereas by virtue of said assignment, 
conveyance, and transfer, the Transferee has 
assumed all the duties, obligations, and 
liabilities of the Transferor under the 
contracts;

5. Whereas, the Transferee is in a posi­
tion fully to perform the contracts, and such 
duties and obligations as may exist under 
the contracts;

6. Whereas, it is consistent with the Gov­
ernment’s interest to recognize the Trans­
feree as the successor party to the contracts;

7. Whereas, there has been filed with the 
Commission evidence of said assignment, 
conveyance, or transfer, as required by 
AECFR 9-1.5301 (b );

(Where a change of name is also involved, 
such as prior or concurrent change of name 
of the transferee, an appropriate recital shall 
be used; for example: )

8. Whereas, there has been filed with the
Commission a certificate dated --------------— ,
1 9 ___ signed by the Secretary of the State
o f _______________ to the effect -that the corpo­
rate name of LMN Corp. was changed to 
X YZ Oorp. on _____ ________ _ 19 — ;

Now, therefore, in consideration of the 
premises, the parties hereto agree as follows;

9. The Transferor hereby confirms said as­
signment, conveyance,. and transfer to the 
Transferee, and does hereby release and dis­
charge the Government from, and does 
hereby waive, any and all claims, demands, 
and rights against the Government which it 
now has or may hereafter have in connection 
with the contracts.

10. The Transferee hereby assumes, agrees 
to be bound by, and undertakes to perform 
each and every one of the terms, covenants, 
and conditions contained in the contracts. 
The Transferee further assumes all obliga­
tions and liabilities of, and all claims and 
demands against, the Transferor under the 
contracts, in all respects as if the Transferee 
were the original party to the contracts.

11. The Transferee hereby ratifies and con­
firms all actions heretofore taken by the

Transferor with respect to the contracts 
with the same force and effect as if the action 
had been taken by the Transferee.

12. The Commission hereby recognizes the 
Transferee as the Transferor’s successor in 
interest in and to the contracts. The Trans­
feree hereby becomes entitled to all right, 
title, and interest of the Transferor in and to 
the contracts in all respects as if the Trans­
feree were the original party to the contracts. 
The term "Contractor” as used in the con­
tracts shall be deemed to refer to the Trans­
feree rather than to the Transferor.

13. Except as expressly provided herein, 
nothing in this Agreement shall be con­
strued as a waiver of any rights of the Gov­
ernment against the Transferor.

14. Notwithstanding the foregoing provi­
sions, all payments and reimbursements 
heretofore made by the Commission to the 
Transferor and all other action heretofore 
taken by the Commission, pursuant to its 
obligations under any of the contracts, shall 
be deemed to have discharged protanto the 
Government’s obligations under the con­
tracts. A ll payments and reimbursements 
made by the Commission after the date of 
this Agreement in the name of or to the 
Transferor shall have the same force and 
effect as if made to said Transferee and shall 
constitute a  complete discharge of the Gov­
ernment’s obligations under the contracts, 
to the extent of the amounts so paid or 
reimbursed.

15. The Transferor and the Transferee 
hereby agree that the Government shall not 
be obligated to pay or reimburse either of 
them for, or otherwise give effect to, any 
costs, taxes, or other expenses, or any in­
creases therein, directly or indirectly arising 
out of or resulting from (i) said assignment, 
conveyance, and transfer, or (ii) this Agree­
ment, other than those which the Govern­
ment, in the absence of said assignment, 
conveyance, and transfer or this Agreement, 
would have been obligated to pay or reim­
burse under the terms of the contracts.

16. The Transferor hereby guarantees 
payment of all liabilities and the perform­
ance of all obligations which the Transferee 
(i) assumes under this Agreement, or (ii) 
may hereafter undertake under the contracts 
as they may hereafter be amended or modi­
fied in accordance with the terms and con­
ditions thereof; and the Transferor hereby 
waives notice of and consents to any such 
amendment or modification.

17. Except as herein modified, the con­
tracts shall remain in fu ll force and effect.

18. The term “the contracts” as used in 
this agreement means the contracts and pur­
chase orders listed above [or in an attached 
exhibit]; and all other contracts and pur­
chase orders, including modifications thereto, 
heretofore made between the AEC and the 
Transferor (whether or not performance and 
payments have been completed and releases 
executed, if the Government or the Trans­
feror has any remaining rights, duties, or 
obligations thereunder), and modifications 
to such contracts and purchase orders here­
after made in accordance with their terms 
and conditions.

In witness whereof, each of the parties 
hereto has executed this Agreement as of 
the day and year first above written.

By
United States of America

[CORPORATE
SEAL] By

(Title)
ABC Corporation

[CORPORATE
SÉÂL] By

(Title)
X YZ Corporation

(Title)
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Certificate

I , --------------------------------------- - certify that I
am the Secretary of ABC Corp., named
above; t h a t ____________________________ , who
signed this Agreement on behalf of said
corporation, was t h e n __________ _____________
of said corporation; and that this agreement 
was duly signed for and in behalf of said 
corporation by authority of its governing 
body and is within the scope of its corporate 
powers.

Witness my hand and the seal of said
corporation th is ______ day of __
19—

[CORPORATE B y ____________________________
SEAL]

Certificate

I , ----------------------------------------- certify that I
am the Secretary of X YZ Corp., named above;
that ----------------------------------— , who signed
this Agreement on behalf of said corpora­
tion, was t h e n ____________________________ of
said corporation; and that this Agreement 
was duly signed for and in behalf of said 
corporation by authority of its governing 
body and within the scope of its corporate 
powers.

Witness my hand and the seal of said
corporation th is ______ day of
19—  ’

[corporate By _______________________
SEAL]

§ 9—1.5302 A g reem en t to recognize 
change o f name o f contractor.

(a ) A contractor who requests only 
that a change of name be recognized and 
states that the rights and obligations of 
the parties remain unaffected shall be 
required to furnish the AEC office (see 
§ 9-1.5303 (a) ) concerned one copy of 
each of the following:

(1) A  copy of the instrument by which 
the change of name was effected, authen­
ticated by a proper official of the State 
having jurisdiction;

(2) Opinion of counsel for the con­
tractor as to the effective date of the 
change of name and that it was properly 
effected in accordance with applicable 
law; and

(3) A list of all contracts and pur­
chase orders which have not been finally 
settled between the Atomic Energy Com­
mission and the transferor, showing the 
contract number, the name and address 
of the procuring activity involved, the 
total dollar value of each contract as 
amended, and the balance remaining 
unpaid.

(b) A format for such an agreement 
which shall be adapted for specific cases 
is set forth below.

Agreement

This Agreement, entered into as o f ______
--------- , 19—, by and between the ABC Corp.
(formerly the XYZ Corp., and hereinafter 
sometimes referred to as the “contractor”), 
a corporation duly organized and existing
under the laws of the State o f _______________
and the United States of America (herein­
after referred to as the “Government”) , 
represented by the Atomic Energy Com­
mission (hereinafter referred to as the 
“Commission”) . *

W ITNESSETH

1. Whereas, the Commission has entered 
into the following contracts and purchase 
orders with the XYZ C o rp .;_____ j

2. Whereas, the XYZ Corp., by an amend­
ment to its certificate of incorporation, dated
----------- ------- -------- has changed its corporate
name to ABC Corp.;

,45. Whereas, a change of corporate name 
only is accomplished by said amendment, so 
that rights and obligations of the Govern­
ment and of the contractor under the con­
tracts are unaffected by said change; and

4. Whereas, there has been filed with the 
Commission documentary evidence of said 
change in corporate name;

Now, therefore, in consideration of the 
foregoing, the parties hereto agree, that the 
contracts covered by this agreement are 
hereby amended by deleting therefrom the 
name “XYZ Corporation” wherever it appears 
in the contracts and substituting therefor the 
name “ABC Corporation.”

The term “the contracts” as used in t.Ma 
agreement means the contracts and pur­
chase orders listed in clause 1 above, and all 
other contracts and purchase orders, includ­
ing modification thereto, entered into be­
tween the AEC and the contractor (whether 
or not performance and payment have been 
completed and releases executed, if the Gov­
ernment or the contractor has any remaining 
rights, duties, or obligations thereunder).

In witness whereof, each of the parties 
hereto has executed this Agreement as of 
the day and year first above written.

United States of America 
By ------------------------------ -

(Title)
ABC Corporation

[corporate B y ______ ;__________________ _
seal] __________________________

(Title)
Certificate

I , ------- \------------------------------- - certify that I
am the Secretary of ABC Corp., named above;
that ----------------------------------------- who signed
this Agreement on behalf of said corporation,
was th e n ----------------------------------------  of said
corporation; and that this Agreement was 
duly signed for and in behalf of said corpora­
tion by authority of its governing body and 
is within the scope of its corporate powers.

Witness my hand and the seal of said cor­
poration th is______ day o f _____________ , 19__.

[corporate By ___________________________
SEAL]

§ 9—1.5303 Procedures.
(a ) A contractor who wishes recogni­

tion of a successor in interest or of a 
change in name shall notify the AEC of­
fice with which it has the largest dollar 
amount of unliquidated obligations, and 
shall furnish that office with the perti­
nent documentation enumerated in 
§§ 9-1.5301 and 9-1.5302, as required.

(b) The AEC office (see par. (a ) of 
this section) will take all necessary and 
appropriate action with respect to either 
recognizing or not recognizing a suc­
cessor in interest or recognizing a change 
of name, including without limitation 
the following:

(1) Obtaining from the contractor a 
list of the affected contracts, the names 
and addresses of the procuring activities 
responsible for those contracts, and the 
required documentary evidence;

(2) Contacting other AEC offices con­
cerned to determine whether there is any 
objection to recognizing a successor in 
interest;

(3) Drafting and executing a supple­
mental agreement to one of that office’s

contracts affected but covering all appli­
cable outstanding and incomplete con­
tracts affected by the transfer of assets 
or change of name; and

(4) Instituting and monitoring pro­
cedures for security clearance.
The supplemental agreement will con­
tain a list of the contracts affected and, 
for distribution purposes, the names and 
addresses of the procuring activities 
having contracts subject to the supple­
mental agreement.

(c) The agreement and supporting 
documents will be reviewed for legal 
sufficiency by the Office of the General 
Counsel or the Office of the Chief Coun­
sel, as the case may be.

(d) After execution of the supple­
mental agreement, the AEC office shall:

(1) Forward an authenticated copy of 
the supplemental agreement to the Di­
rector, Division of Contracts; and

(2) The Director, Division of Con­
tracts will advise each of the AEC offices 
of the consummation of the supplemen­
tal agreement and request a letter re­
ferring to such supplemental agreement 
to be included in each affected contract.

(e) The contracting officer for each 
such affected contract shall prepare a 
letter which references the supplemental 
agreement (and cite the number of the 
contract with which the original rele­
vant documents and supplemental agree­
ment are filed) and acknowledges the 
change in name or successor in interest. 
Such letter will be given the same dis­
tribution as the affected contract.
Subpart 9—1.54— General Policy for

the Avoidance of Organizational
Conflicts of Interest 

§ 9—1.5401 Purpose.
This subpart sets forth AEC general 

policy with respect to the avoidance of 
organizational conflicts of interest. This 
subpart is in addition to and not in lieu 
of other requirements in the AECPR 
concerning AEC policies for avoiding 
conflicts of interest. (See §§ 9-59.006 and 
9-56.401 (a) (2).) The Report to the 
President on Government Contracting 
for Research and Development (gen­
erally known as the Bell Report) pro­
posed that each department and agency 
head develop a “Code of Conduct” for 
organizations in the research and devel­
opment field. This subpart has been 
developed in accordance with that 
instruction.
§ 9—1.5402 Scope and applicability.

(a) (1)  This subpart identifies vari­
ous organizational conflicts of interest 
which might come into being and meth­
ods for avoidance of such conflicts. It 
provides that action must be taken to 
avoid placing a contractor in a position 
where his judgment might be biased or 
where he would have an unfair com­
petitive advantage within the scope and 
intent of this subpart.

(2) If a contracting officer determines 
that a proposed procurement does in­
volve a situation covered in § 9-1.5407, 
all prospective contractors shall be ad­
vised of the extent of restrictions on

FEDERAL REGISTER, VOL. 34, NO. 186— SATURDAY, SEPTEMBER 27, 1969



RULES AND REGULATIONS 15113

follow-on or other work by notice in 
solicitations and by a clause in resulting 
contracts. Such notice and contract 
clause shall spell out the specific extent 
of any future restrictions on the contrac­
tor which are imposed by the contract. 
This, of course, does not require con­
tract awards in circumstances that dem­
onstrate a clear conflict of interest of a 
kind not specifically enumerated herein. 
Section 9-1.5408 shall be implemented by 
Including in cost-type contracts, where 
appropriate, a provision requiring the 
approval of the contracting officer for 
the private use of information or data 
developed or obtained by employees of 
such contractor in the performance of 
cost-type contract?. A standard form of 
notice for use in solicitations or contract 
clause is not prescribed in this subpart 
since such notices and clauses must be 
especially adapted to apply the principle 
of these rules to the specific facts of each 
contractual situation.

(b) Except in unusual or specific situ­
ations identified by contracting officers, 
those parts of the rules which pertain 
to unfair competitive advantage are not 
applicable to contracts with educational 
institutions, or with not-for-profit or­
ganizations which conduct education and 
training activities, or whose facilities 
are used in joint programs with educa­
tional institutions for such purpose.
§ 9-1.5403 Applicability to cost-type 

contractor procurement.
This subpart shall be applied to pro­

curement by cost-type contractors that 
construct or operate AEC plants and lab­
oratories or perform research and de­
velopment services for AEC.
§9—1.5404 Waiver.

A Manager of a Field Office, or Head­
quarters Division Director, may waive 
the applicability of this subpart in spe­
cific cases if he determines that such 
waiver will not be prejudicial to the 
best interests of the Government.
§ 9—1.5405 Definition.

The term “organizational conflict of 
interest” means a situation where a con­
tractor, normally a corporation, has in­
terests, either due to its other activi­
ties or its relationships with other or­
ganizations, which place it in a position 
that may be unsatisfactory or unfavor­
able (a) from the Government’s stand­
point in being able to secure impartial, 
technically sound, objective assistance 
and advice from the contractor, or in se­
curing the advantages of adequate com­
petition in its procurement; or (b) from 
industry’s standpoint in that unfair com­
petitive advantage may accrue to the 
contractor in question.
§ 9—1.5406 General policy.

(a) In order to assist in deciding what, 
«  any, steps should be applied to avoid 
organizational conflicts of interest, there 
are two paramount principles to be con­
sidered. These are: (1) Preventing con­
flicting roles which might bias a con­
tractor’s judgment in relation to its work 
lor AEC, and (2) preventing unfair com­
petitive advantage. The ultimate test

should always be: Is the contractor 
placed in a position where his judgment 
may be biased, or where he has an un­
fair competitive advantage?

(b) Final program decisions, such as 
the determination of projects or pro­
grams and their scope, which are re­
quired to meet AEC missions and ob­
jectives, are of course the responsibility 
of Government personnel and cannot 
therefore be delegated to contractor per­
sonnel. Program decisions must be based 
on impartial, disinterested, and the best 
available technical and other judgments. 
The effective and formal power to make 
such decisions must remain in the hands 
of full-time AEC officials. Outside tech­
nical and other advice may be weighed 
and used selectively to assist in develop­
ing the bases on which program decisions 
will be made.

<c) It is difficult to identify, and to 
prescribe in advance, a specific method 
for avoiding all of the various situations 
which might involve potential organi­
zational conflicts of interest. Basically, 
potential conflicts of interest become 
acute when AEC’s quest for objectivity 
is paramount, such as for advice, evalu­
ations, technical and analytical services 
and similar assistance that lay direct 
groundwork for program decisions on 
large future procurements, research and 
development programs, and production. 
The general policy in paragraph (a) of 
this section cannot be automatically or 
routinely implemented; the application 
of considered judgment is necessary if 
that policy is to be applied in an effective, 
workable manner. The following sections 
provide guides for the application of the 
general policy in specific situations. 
However, contracting and program offi­
cials should be alert to other situations 
which may warrant application of the 
general policy.
§ 9—1.5407 Guides applicable prior to 

selection of contractor and execution 
of contract.

(a ) A contractor who in connection 
with the performance of a study con­
tract will be given Information by AEC 
regarding AEC’s plans or programs 
which is not available to interested in­
dustrial firms, should not be permitted

~to compete with such firms for work re­
lating to such plans or programs.

(b) Development contractors general­
ly should not be prohibited from con­
sideration as a supplier for a product 
which they develop and design. In devel­
opment work it is normal to select firms 
which have done the most advanced work 
and which are the most experienced in 
the field. It is to be expected that these 
firms will develop and design around 
their own prior knowledge. Also, a con­
tractor who participates in an early 
stage of development is not precluded 
from getting a contract for a later stage 
of development or production. As part of 
AEC’s overall planning for the develop­
ment, design, and the production stages, 
consideration should be given to the like­
lihood of competitive solicitations for 
procuring parts of the design or product 
effort. The arrangement for such pro­
curement should provide for the maxi­

mum competition consistent with satis­
fying AEC requirements. Where the 
designer and developer is permitted to 
compete with others for the furnishing of 
the final product, Managers of Field 
Offices should take appropriate steps to 
see that the information furnished AEC 
under the design and development con­
tract is available to other potential bid­
ders, on a timely basis.

(c) If a single contractor, other than 
a company which has participated in 
the development referred to in para­
graph (b) of this section undertakes a 
contract which essentially is to assist 
the AEC or a contractor of AEC in prep­
aration of a statement of work, or to. 
provide material leading directly and 
predictably to a statement of work, to 
be used in the competitive procurement 
of a product or service, that contractor 
should not be allowed to supply the serv­
ice, or the product or major components 
thereof either as a prime or subcon­
tractor or vendor, except when it is de­
termined and justified in accordance 
with established criteria that such con­
tractor is a sole source for the required 
product or service. The content of a 
statement of work is not considered pre­
dictable if two or more contractors, un­
affiliated with each other, are involved 
substantially in the preparation of mate­
rial leading to it. Generally, feasibility 
studies which do not propose in detail 
the characteristics of a possible final 
product, are not work statements and a 
company should not be barred from 
bidding subsequently on the product.

(d) If  a contractor agrees to prepare 
and furnish essentially complete specifi­
cations to be used in competitive pro­
curement, that contractor should not be 
allowed to compete either as a prime or 
subcontractor or vendor, for a reason­
able period including, at least, the initial 
procurement. This prohibition should 
not be applied to:

(1) Contractors who have furnished 
'at AEC request specifications or data 
with respect to a product sold to AEC, 
even though the specifications or data 
may have been paid for separately or 
in the price of the product.

(2) Contractors acting as industry 
representatives who assist AEC in pre­
paring, refining, or coordinating specifi­
cations, if such assistance is supervised 
and controlled by AEC representatives.

(3) Contracts for a developmental or 
prototype item. However, the principle 
in the concluding sentence of paragraph
(b) of this section should be applied.

(4) Purchases from divisions of or 
companies affiliated with the performing 
contractor, provided such purchases are 
supervised and controlled by AEC 
representatives.

(e) A contractor performing evalua­
tion or consulting services for AEC in 
connection with a competitive procure­
ment should not be allowed to evaluate 
or give other consulting services: (1) On 
a product or service which the contractor 
provides; (2) on the product or services 
of any company with which the con­
tractor has a consulting relationship; or
(3) on his own product or on similar 
services which he has performed for
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others. Such a contractor should not be 
allowed to give consulting services to 
prospective bidders on a procurement 
item for which he has performed or will 
perform evaluation services for ABC. It 
is recognized that under ABC manage­
ment contracts for the operation of ABC 
facilities and certain research and devel­
opment contracts, the performing con­
tractor may solicit proposals and advise 
AEC concerning proposed purchases 
from competitors as well as from its own 
affiliated divisions or companies not 
directly engaged in the performance of 
the ABC management contract. In such 
cases the contracting officer should as­
sure by appropriate review and supervi­
sion that the action taken is sound.

(f ) A  contractor’s judgment may be 
biased because of past or present rela­
tionships of its officers or employees with 
other organizations and because of or­
ganizational relationships (e.g., inter­
locking directorships). In selecting a con­
tractor to develop technical specifications 
in connection with competitive procure­
ment or to perform evaluation services 
on technical proposals, consideration 
should be given to present and past rela­
tionships of the contractor’s organization 
and personnel to the companies whose 
proposals are to be evaluated. In order 
to avoid or minimize organizational con­
flicts of interest and to avoid assignments 
of work which would create unavoidable 
conflicts of interest, these relationships 
may require that an organization be 
eliminated from consideration for selec­
tion, or that a reasonable period of re­
straint, for example, 1 year, be imposed 
on the organization or on the use of 
certain employees in the performance of 
contract work.

(g ) Combinations of contracts for 
architect-engineering and construction 
services, which may result in self-inspec­
tion of construction work, tend to prevent 
a contractor from rendering unbiased 
decisions, or create difficulties in segre­
gating costs between contracts, and 
should be avoided. However, it is recog­
nized that sometimes it is advantageous 
under carefully circumscribed conditions 
for AEC to obligate a single firm to per­
form both architect-engineer and con­
struction work, or for AEC to ent&r into 
a  contract for architect-engineer and 
construction management services which 
may include performance of a segment 
of the construction work with the con­
tractor’s own forces. Unless otherwise au­
thorized by the Director, Division of 
Contracts, the following combinations of 
contracts shall not be awarded to the 
same firm or to affiliated companies:

(1) CPFF and fixed-price contracts 
for construction services, for on-site 
architect-engineer services, or for con­
struction and on-site architect-engineer 
services on different construction proj­
ects, if the performance of any portion 
of the work under each contract is to be 
concurrent and in the same general 
location.

(2) A  fixed-price contract or con­
tracts, for both architect-engineer and 
construction services on the same con­
struction project, or a CPFF contract for

architect-engineer services and a fixed- 
price contract for construction services 
on the same construction project. If a 
firm is to be responsible under such con­
tractual arrangements for both design 
and construction services, title i n  archi­
tect-engineer services shall be performed 
by another organization selected by the 
AEC.

(3) A CPFF contract for both archi­
tect-engineer and construction services 
on the same construction project (engi­
neer-constructor contract). If this con­
tractual arrangement is used, the con­
tract shall provide for performance of 
the title IH  architect-engineer services 
by contractor’s engineering personnel 
who are not responsible to the contrac­
tor’s construction personnel, or the title 
m  services shall be performed by another 
organization selected by the'AEC.
§ 9—1.5408 Commercial or other use of 

information and data obtained under 
AEC cost-type contracts.

(a ) Cost-type contractors may be per­
mitted to use, in their private activities, 
information and data developed or ob­
tained in the performance of such con­
tracts as provided in this section.

(b) The contractor shall be required 
to inform the contracting officer of all 
situations in which such information or 
data is proposed to be used. To assure 
that no unfair competitive advantage 
results to the contractor, the contracting 
officer shall be guided by the following 
principles in permitting the use of such 
information or data for private purposes:

(1) No part of the plans, specifica­
tions, cost estimates, technical informa­
tion, or other data which are developed 
or acquired in the performance of the 
contract and which are required by the 
terms of the contract to be reported to 
AEC shall be used in the contractor’s 
private activities, unless such informa­
tion has been reported to AEC. Where 
AEC furnishes such information to the 
contractor for the performance of con­
tract work, it shall not be used in the 
contractor’s private activities, unless 
such information is generally available to 
others.

(2) Information which is reported to 
AEC by AEC contractors will normally 
be disseminated by AEC to others.

(3) Employees of management con­
tractors operating AEC facilities may not 
be used to assist in the preparation of 
a proposal or bid for the performance of 
private commercial services similar or 
related to those being performed under 
the AEC contract unless such employee 
has been separated, with AEC approval, 
from performance of work under the 
AEC contract for such period as the con­
tracting officer shall direct consistent 
with the purpose of this section.

(4) AEC management contractors 
operating AEC facilities, and performing 
services, as a part of their contract work, 
for other Government agencies or pri­
vate organizations, should not be per­
mitted to utilize information which is 
furnished by such customers, for their 
own private activities, unless it is gen­
erally available to others, or unless the 
customer authorizes such use.

(c) As used in this section, the term 
“cost-type contractor” shall include af­
filiated companies, parent organizations, 
or wholly owned subsidiaries.

PART 9-2— PROCUREMENT BY 
FORMAL ADVERTISING

Subpart 9—2.1— Use of Formal Advertising 
Sec.
9-2.105-50 Prebidding conferences.

Subpart 9—2.2— Solicitation of Bids
9-2.000 Scope of part.
9-2.102 Policy.
9-2.201 Preparation of Invitations for 

bids.
9-2.202-50 Postponement of bid openings.
9-2.203-3 (b ) Paid advertisements.

Subparf 9-2.4-— Opening of Bids and Award of 
Contract

9-2.401 Receipt and safeguarding of 
bids.

9-2.402 Opening of bids.
9-2.403 [Reserved!
9-2.400 Mistakes in bids.
9-2.406-3 Other mistakes disclosed be­

fore award.
9-2.406-4 Disclosure of mistakes after 

award.
9-2.407 Award.
9-2.407-1 [Reserved]
9-2.407-8 Protests against award.

Authority : The provisions of this Part 
9-2 issued under sec. 161 of the Atomic 
Energy Act of 1954, as amended, 68 Stat. 948, 
42 TJ.S.C. 2201; sec. 205 of the Federal Prop­
erty and Administrative Services Act of 1949, 
as amended, 63 Stat. 390, 40 U.S.C. 486.

§ 9-2.000 Scope of part.
This part implements and supplements 

the requirements for procurement of 
personal property and nonpersonal serv­
ices (including construction) by formal 
advertising set forth in FPR Part 1-2.

Subpart 9—2.1— Use of Formal 
Advertising 

§9-2.102 Policy.
Procurement by formal advertising for 

AEC direct procurement shall be fol­
lowed, except where negotiation is au­
thorized by the Federal Property and 
Administrative Services Act of 1949, as 
amended. Section 302(c) (15) of that Act 
authorizes negotiation when “otherwise 
authorized by law” (see § 9-3.200). Direct 
AEC procurement of supplies and serv­
ices by formal advertising shall comply 
with the requirements of this part and 
FPR Part 1-2.
§ 9—2.105—50 Prebidding conferences. 

See § 9-1.354.

Subpart 9—2.2— Solicitation of Bids
§ 9—2.201 Preparation o f invitations for 

bids.
When an option to increase or decrease 

the quantities specified is employed, the 
percentage inserted in the option should 
not normally exceed 25 percent and m 
no event shall it exceed 50 percent with­
out prior authorization of the Director 
of the Headquarters division or office 
concerned. The following language is 
suggested for incorporation in invitations 
for bids:
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«The Government reserves the right to in­

crease or decrease the quantity specified in 
any item of the schedule toy _—  percent 
without change in the unit price, if at any 
time during the life of the contract such an 
increase or decrease shall toe determined to 
be in the interests of the Government.”

When the contract contains a provision 
for termination for convenience of the 
Government, the words “or decrease” in 
the option may be deleted.
§9-2.202—50 Postp on em en t o f bid 

openings.
(a) Whenever such action is deter­

mined by the contracting officer to be 
in the best interest of the Government, 
bid openings may be postponed by issu­
ance and distribution to all prospective 
bidders of an amendment (see FPR  
1-2.207) to the invitation for bids. 
Notices of postponement shall be issued 
by mail or telegraph as early as possible, 
but in any event prior to the time speci­
fied for the opening of bids.

(b) Bid openings shall be postponed 
when an important segment of prospec­
tive bidders requests additional time for 
filing their bids, or the contracting officer 
is on notice, or has reason to believe, 
that the specified opening date is not 
appropriate or is not conducive to the 
maximum practicable competition.

(c) Bid openings may be postponed, if 
determined by the contracting officer to 
be practicable and in the best interests of 
the Government, when the contracting 
officer has reason to believe that the bids- 
of an important segment of bidders have 
been delayed in the mails for causes be­
yond their control, and without fault or 
negligence of the bidders concerned, such 
as, but not limited to, flood, fire, accident, 
heavy snow, or strikes.
§ 9—2.203—3 (b )  Paid advertisements.

When it is deemed necessary to use 
paid advertisements in newspapers, writ­
ten authority for such publication shall 
be obtained from the Manager of a Field 
Office or the Director of the Headquar­
ters division or office concerned.
Subpart 9-2.4— Opening of Bids and 

Award of Contract
§ 9-2.401 Receipt and safeguarding o f

bids.
Envelopes, or other outer covering, 

containing identified bids shall be time- 
stamped (indicating the place, date, and 
time of receipt) upon receipt, either in a 
jPail room or other receiving point at 
the address specified in the invitation.
§ 9—2.402 Opening of bids.

At the bid opening, the relative merits 
w any bids shall not be discussed by the 
Person opening the bids, or the contract-

g officer, with the bidders, their rep- 
^entatives, or with casual observers.
o statements shall be issued by the bid
pener or the contracting officer at a 

tv«  bearing on the award, the
possibility of a readvertisement, mistakes 

bids, etc. No oral instructions shall be 
given to bidders at any time during the

opening. Protests of bidders and inquiries 
regarding the award of contract shall 
be referred to the contracting officer 
after the completion of the bid opening 
procedure.
§ 9—2.403 [Reserved]
§ 9—2.406 Mistakes in bids.
§ 9-2.406-3 Other mistakes disclosed 

before award. •
Pursuant to FPR • 1-2.406-3 (b ) , the 

Director, Division of Contracts, is dele­
gated authority to make the determina­
tions under FPR 1-2.406-3. Mistakes in 
bids prior to award (other than obvious 
clerical errors) shall be submitted to the 
Director, Division of Contracts, accom­
panied by the data set forth in FPR  
1-2.406-3 (d) (3). The Director, Division 
of Contracts, will promptly notify the 
contracting officer of the course of action 
to be taken.
§ 9—2.406—4 Disclosure of mistakes after 

award.
Pursuant to FPR 1-2.406-4(d ), the 

Director, Division of Contracts, has been 
delegated authority to make the deter­
minations under FPR 1-2.406-4. Mis­
takes in bids after award shall be sub­
mitted to the Director, Division of Con­
tracts, accompanied by the data set forth 
in FPR 1-2.406-4 (f) .
§ 9—2.407 Award.
§ 9—2.407—1 [Reserved] .
§ 9—2.407—8 Protests against award.

After providing the Comptroller Gen­
eral with a notice of intent to make an 
award, and formal or informal advice 
is obtained concerning the current status 
of the case (see FPR 1-2.407-8(b) (2) ) ,  
the contracting officer shall obtain ap­
proval of his superior officer to make an 
award where a protest has been sub­
mitted to the Comptroller General and it 
is necessary to make an award before the 
matter is resolved.

PART 9-3— PROCUREMENT BY 
NEGOTIATION

Sec.
9-3.000 Scope of part.

Subpart 9—3.1— Use of Negotiation
9-3.103 Dissemination of procurement

Information.

Subpart 9—3.2— Circumstances Permitting 
Negotiation

9-3.200 Scope of subpart.
9-3.202 [Reserved]
9-3.204 Personal or professional services.
9-3.211 [Reserved]
9-3.213 Technical equipment requiring 

standardization and inter­
changeability of parts.

9-3.215 Otherwise authorized by law.

Subpart 9--3.3— Determinations, Findings, and 
Authorities

9-3.301 General.
9-3.302 Determinations and findings 

required.
9-3.303 Determinations and findings by 

the Head of the Agency.

Subpart 9—3.4— Types of Contracts
Sec.
9-3.404-3

9-3.404-5

9-3.404-7

9-3.404-50

9—3.404-61

9-3.405-5
9-3.406-1
9-3.408

Fixed-price contract with esca­
lation.

Prospective price redetermina­
tion at a stated time or times 
during performance.

Rétroactive price redetermina­
tion after completion.

Lump-sum contract for archi­
tect-engineer services with re­
imbursement for certain costs.

Fixed-price contracts with pro­
vision for redetermination.

Cost-plus-a-fixed-fee contract.
Time and materials contract.
Letter contract.

Subpart 9—3.6— Small Purchases
9-3.600
9-3.603-2
9-3.604
9-3.605-1
9-3.605-2

Scope of subpart.
Data to support small purchases. 
[Reserved]
Standard Form 44.
Standard Form 147 and 148.

Subpart 9—3.8— Price Negotiation Policies and 
Techniques

9-3.800
9-3.801
9-3.802
9-3.804
9-3.805

9-3.805-50

9-3.807-1
9-3.807-3

9-3.807-11
9-3.807-12
9-3.807-52
9-3.807-53
9-3.807-54
9-3.808
9—3.808—50
9-3.808-51
9-3.809
9-3.814-2
9-3.814-50

Scope.
Basic policy.
Preparation for negotiation. 
Conduct of negotiations. 
Selection of offerors for negotia­

tion and award.
Negotiation of architect-engi­
neer and cost-plus-a-fixed-fee 

contracts.
[Reserved]
Requirements for cost or pricing 

data.
Overhead rate considérations. 
Sole-source items.
Approvals and waiver. 
Development of special items. 
Price warranties.
Pricing techniques.
Negotiating profit and fees. 
Limitation on profits and fees. 
Contract audit as a pricing aid. 
Audit and records.
Subcontractor cost or pricing 

data clause.

Subpart 9—3.9— Subcontracting Policies and 
Procedures

9-3.901 General.
Authority : The provisions of this Part 9-3 

issued under sec. 161 of the Atomic Energy 
Act of 1954, as amended, 68 Stat. 948, 42 
TJ.S.C. 2201; sec. 205 of the Federal Property 
and Administrative Services Act of 1949, as 
amended, 63 Stat. 390,40 U.S.C. 486.

§ 9—3.000 Scope of part.
This part implements and supplements 

the policies and procedures governing 
procurement by negotiation set forth in 
FPR Part 1-3.
Subpart 9-3.1— Use of Negotiation

§ 9—3.103 Dissemination of procure­
ment information.

See 10 CFR Part 9, Public Records, for 
regulations relating to the availability of 
AEC records to the public.

Subpart 9-3.2— Circumstances 
Permitting Negotiation

§ 9—3.200 Scope of subpart.,
Section 302(c) of the Federal Prop­

erty and Administrative Services Act of 
1949, as amended, authorizes the negoti­
ation of contracts, and is applicable to

FEDERAL REGISTER, VOL. 34, NO. 186— SATURDAY, SEPTEMBER 27, 1969



15116 RULES AND REGULATIONS
AEC procurement. Section 302(c) (15) of 
the Federal Property and Administrative 
Services Act of 1949, as amended, per­
mits negotiation when otherwise author­
ized by law, provided that in such event 
the requirements of that Act shall apply. 
Accordingly when the Federal Property 
and Administrative Services Act of 1949, 
as amended, or the Atomic Energy Act 
of 1954, as amended, or other law is used 
as the basis for negotiation, the require­
ments of section 304 of the Federal 
Property and Administrative Services 
Act of 1949, as amended, are applicable, 
except as provided in these regulations.
§ 9-3.202 [Reserved]
§ 9—3.204 Personal or professional serv­

ices.
Formal advertising procedures shall 

not be used for contracts for architect- 
engineer or other professional engineer­
ing services. Such contracts may be 
negotiated under section 302(c) (4) of the 
Federal Property and Administrative 
Services Act of 1949, as amended, or sec­
tion 302(c) (15) of that Act and the 
Atomic Energy Act of 1954, as amended. 
However, the exemption provided for in 
§ 9-3.405—5(c) (toes not apply to con­
tracts negotiated under section 302(c)
(4) of the Federal Property and Admin­
istrative Services Act of 1949, as 
amended.
§ 9—3.211 [Reserved]
§ 9—3.213 Technical equipment requir­

ing standardization and interchange- 
ability o f parts.

If  section 302(c) (15) of the Federal 
Property and Administrative Services 
Act of 1949, as amended, and the Atomic 
Energy Act of 1954, as amended, are used 
as the bases for negotiation, the exam­
ple of findings and determinations set 
forth in FPR 1-3.213 (e) (2) shall be ap­
propriately modified to state the author­
ity for negotiation.
§ 9—3.215 Otherwise authorized hy law.

(a ) The Atomic Energy Act of 1954, 
as amended, and the Atomic Energy 
Community Act of 1955, as amended, 
contain various exemptions from section 
3709 of the Revised Statutes, as amended. 
Pursuant to section 319 of the Federal 
Property and Administrative Services 
Act of 1949, as amended, these references 
to section 3709 shall be construed to 
authorize procurement pursuant to sec­
tion 302(c) (15) of the Federal Property 
and Administrative Services Act of 1949, 
as amended, without regard to the ad­
vertising requirements of sections 302(c) 
and 303 of that Act.

(b ) The Atomic Energy Act of 1954, as 
amended, also provides m section 162 
that the President may, in advance, ex­
empt any specific action of the Commis­
sion in a particular matter from the 
provisions of law relating to contracts 
whenever he determines that such action 
is essential in the interest of the com­
mon defense and security.

(c) Eveary contract negotiated under 
the authority of section 302(c) (15) of the 
Federal Property and Administrative 
Services Act of 1949, as amended, and

the Atomic Energy Act of 1954, as 
amended, shall be supported by a deter­
mination and findings justifying use of 
such authority.

Subpart 9—3.3— Determinations, 
Findings, and Authorities 

§ 9—3.301 General.
Except as otherwise provided in 

§ 9-3.302, the determinations and find­
ings required by FPR Subpart 1-3.3 
shall be made. Except as otherwise pro­
vided in § 9^3.303, the determinations 
and findings required by FPR Subpart 
1-3.3 may be made and executed by the 
contracting officer.
§ 9—3.302 Determinations and findings 

required.
The determination and finding re­

quired by FPR 1-3.302 (d) is not required 
when the contract is negotiated under 
the Atomic Energy Act of 1954, as 
amended.
§ 9—3.303 Determinations and findings 

hy the Head of the Agency.
Findings and determinations support­

ing negotiation under the authority of 
the Federal Property and Administrative 
Services Act of 1949, section 302(c) (11) 
(FPR 1-3.211), with respect to contracts 
which will not require the expenditure 
of more than $25,000 may be executed 
by Managers of Field Offices and appro­
priate Headquarters Division Directors. 
Findings and determinations for such, 
contracts In excess of $25,000 and in sup­
port of contracts negotiated pursuant to 
sections 302(c) (12) and 302(c) (13) of 
the Federal Property and Administrative 
Services Act of 1949 (FPR 1-3.212 and 
1-3.213) shall be executed by the General 
Manager.

Subpart 9—3.4— Types of Contracts
§ 9-3.404—3 Fixed-price contract with 

escalation.
(a ) Upward price escalation should 

generally be limited to 10 percent of 
original contract unit prices. In cases 
where such a limitation would not be 
equitable either to the contractor or the 
Government, appropriate higher or lower 
percentages may be substituted. How­
ever, in a negotiated contract, when con­
sidering a higher limitation on escala­
tion, the profit allowed should be 
considered in light of the risk assumed 
and,, therefore, lower profit factors 
should be sought to offset decreased risks.

(b) The escalation articles in Subpart 
9-7.50 do not provide for contract price 
modifications being tied to general or 
industry-wide indexes of material prices 
and wage rates, because:

(1) Such price indexes reflect average 
increases or decreases in material prices 
and wage rates and, therefore, generally, 
do not accurately reflect increases or de­
creases in a particular contractor’s actual 
payments for material and labor. Con­
tract price changes made on this basis 
are likely to be unfair, either to the con­
tractor or the Government.

(2) Statistics included either in gen­
eral or industry-wide price indexes are 
accumulated on broad, overall coverage

basis and do not accurately reflect in­
creases or decreases in material prices 
or wage rates as applied to the equip­
ment or material being purchased under 
a  particular contract.
For the foregoing reasons, it is preferable 
to use price escalation articles which 
provide for contract price modifications 
based on increases or decreases in the 
contractor’s actual payments for mate­
rial and labor. When it is determined, 
for cogent reasons, that a price escala­
tion article based on increases or de­
creases in a general or industry-wide 
price index must be used, every effort 
should be made to select an index which 
a study of past experience for a repre­
sentative period indicates most nearly 
conf orms to the contractor's actual ex­
perience for the same period. The con­
tract file will set forth the reasons for 
using an escalation article based on a 
general or industry-wide price index and 
also why the particular index used was 
selected.
§ 9—3.404—5 Prospective price redeter- 

imitation at a stated time or times 
during performance.

See contract article set forth in
§ 9-7.5007-5 and general discussion in 
§ 9-3.404-51.
§ 9—3.404—7 Retroactive price redeter­

mination after completion.
See contract article set forth in

§ 9-7.5007-5 and general discussion in 
§ 9-3.404-51.
§ 9—3.404—50 Lump-sum contract for 

arehitect-engineer services with re­
imbursement for certain costs.

(a ) Description: This type of contract 
normally provides for a fixed amount or 
lump sum for the A -E  services (see 
§ 9-3.802-50 for definition, of these serv­
ices) plus reimbursement of, or payment 
of an additional lump sum for certain 
costs listed below to the extent they are 
incurred in connection with the work 
and approved by the contracting officer. 
These costs generally are not susceptible 
of reasonable estimation in advance due 
to a wide variation in the extent the re­
lated services are required for various 
projects, or they are for services not 
normally a part of Titles I, II, and m. 
These costs are as follows:

(1) The actual costs of labor, materi­
als, and equipment use and traveling ex­
penses as applicable and required for:

(i) Topographical and other field sur­
veys, the preparation of topographic 
maps, and test borings and other sub­
surface investigations which the archi­
tect-engineer may be required to make, 
including any subcontracts therefor.

(ii) Inspection of construction work at 
the site (resident engineer in charge, 
field engineers, inspectors, and the sup­
porting field office force, including home 
or branch office personnel assigned to 
duty in the field on a temporary basis).

(iii) Services such as inspecting ma­
terial and equipment at vendors' plants 
and expediting (when not covered by a 
separate procurement fee), and check­
ing or expediting shop drawings at ven­
dors’ plants.
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(iv) Furnishing more than 20 copies 
of any of the following: Drawings, 
specifications, invitations for bid, or 
other related documents, and revisions 
thereto, which are reproduced after 
Title II  design is approved by the Com­
mission and which are for use by the 
Commission and its construction con­
tractors (but excluding “as-built” record 
drawings). Payment may be an allow­
ance in  lieu of the actual cost at a rate 
or rates approved in advance by the con­
tracting officer, and which are compar­
able to going commercial rates in the 
particular area.

Note: Compensation is included in the 
lump sum derived from the fee schedule for 
all drawings, plans, and documents prepared 
and reproduced under Title I, except those 
which are reimbursable under paragraph
(a) (1) (1) otf this section; for all drawings, 
specifications, invitations for bid, and other 
related documents prepared and reproduced 
under Title II, prior to approval of Title H  
design by the Commission and for prepara­
tion of reproducible copies and furnishing 
20 copies of such drawings and docu­
ments after approval by the Commission; 
and for reproducible “as-built” record draw­
ings and marked-up “as-built” specifications 
prepared under Title I I I  (including updated 
master linen tracings, or reproducible linen 
tracings from the master set, if so specified 
in the contract). The provisions of the appli­
cable Government Printing and Binding 
Regulations must also be observed.

(v) Furnishing copies of special docu­
ments, such as completion reports, that 
have been prepared in accordance with 
instructions of the Commission.

(2) The actual cost of on-site trans­
portation, if any, for services listed in 
paragraph (a) (1) (i) through (iii) of 
this section, above, or the cost based on a 
rate or rates approved in advance by the 
contracting officer.

(3) The cost of telegraph and long­
distance telephone services required at 
the construction site for performance of 
the field engineering services.

(4) The actual costs of furniture and 
equipment (rental or purchase as ap­
proved in advance by the contracting 
officer), field office space, utilities, jani­
torial service, and similar items for use 
in performing Titles I and III field work.

(5) Compensation paid for outside 
expert technical assistance, including the 
services of material testing laboratories, 
3s is approved in writing by the con­
tracting officer in connection with the 
Performance of any of the work under 
this contract.

(6) Expenses of such travel of the con­
tractor’s responsible supervising repre­
sentative that might be required in addi­
tion to the normal supervision furnished 
under the fee or specified in the contract, 

(b) Where the contractor’s responsi- 
ie supervising representative, or an 

trTfer’ pr°Prietor, executive, or adminis- 
ative head of the contractor partici­

pates directly in the performance of any 
.“*e services listed in paragraph 

^  , t; through (iii) of this section, he 
11)6 comPensated for the time actually 

in/»i ni aged- r̂ le rate of compensation, 
PTnn™® the allocation of home office 
r ^  any' slaa -̂ he subject to ap- 

hy the contracting officer and 
commensurate with the cost of employ­

ing another qualified person to do such 
work, but the salary portion should not 
exceed the actual salary rate of the 
individual concerned.

(c) The costs listed in paragraphs (a> 
and (b) of this section cover services that 
are normal to complete Titles I, II, and 
III  services. No profit should be included 
in the additional compensation for those 
services because the architect-engineer’s 
profit for the service is included in the 
lump-sum amount determined from the 
fee schedule. In order to ensure adequate 
technical services, they may be paid for 
on an actual cost basis. However, if it is 
considered to be more advantageous to 
the Government, an additional lump sum 
should be negotiated to cover the costs. 
In the case of personal services such as 
inspectors, a daily rate may be negoti­
ated. The calculation of the additional 
lump sum, or daily rate, should show 
clearly the amount allowed for each of 
the services or elements of cost.

(d) The services covered in para­
graphs (a ) (2), (3), and (4) of this 
section may be furnished by the Com­
mission instead of reimbursing the con­
tractor for the expenses. The type of 
services that will be furnished should b e , 
stated in the contract.

(e) If services are furnished that are 
beyond Titles I, II, and III, such as de­
velopmental work, special engineering 
studies, and the preparation of special 
documents such as operating and main­
tenance manuals, additional compensa­
tion, including profit, should be paid for 
such services. Note that preliminary pro­
posals and construction completion re­
ports normally are considered a part of 
Titles I  and IIL

(f )  Definitions:
(1) Labor costs as used in paragraph

(a) of this section include the following:
(1) Wages and salaries.
(ii) Directly related payroll costs 

(social security and unemployment in­
surance taxes, workmen’s compensation 
insurance premiums, vacation, sick 
leave, benefit and welfare plans, etc., re­
quired by law, employer-employee agree­
ment, or an established policy of the 
contractor).

(iii) Home or branch office overhead 
expenses which are applicable and prop­
erly chargeable to the work. The full 
overhead rate should not be applied to 
salaries of personnel assigned to continu­
ous field duty. For such personnel, 
reimbursement should be made at a rate 
to cover only the cost of specific essen­
tial services and supplies furnished by 
the home or branch office to the field 
staff and which otherwise would have to 
be procured in the field. Where it is feas­
ible or practical with respect to particu­
lar services or supplies, reimbursement 
may be made on the basis of actual costs.

(2) Labor costs as used in paragraph
(a) of this section do not include any of 
the above costs and expenses applicable 
to the contractor’s responsible supervis­
ing representative, or to an officer, pro­
prietor, executive, or administrative 
head of the contractor, except as pro­
vided in paragraph (b) of this section.

(3) Traveling expenses as used in 
paragraph (a) of this section include the

actual cost of travel of persons (em­
ployees and, if authorized, their depend­
ents) and subsistence incident to such 
travel, and transportation of personal 
household goods and effects, in amounts 
not exceeding such limits as may be pre­
scribed by the contracting officer, or al­
lowances in lieu of such actual cost at 
rates approved by the contracting 
officer. The cost of transportation be­
tween living quarters and the site of the 
construction project of persons employed 
at such site is not included unless spe­
cifically approved by the contracting 
officer.

(g) Use of lump-sum contract:
(1) A lump-sum contract for archi­

tect-engineer services should be used 
wherever it is practicable to compile, in 
advance of the preparation of plans and 
specifications, adequate information 
specifically describing the character and 
extent of services required.

(2) When there is insufficient scope 
information available to permit contract­
ing for complete services (Titles I, H, and 
III ) on a lump-sum basis, and when it 
may be to the advantage of the Gov­
ernment to do so, consideration should 
be given to contracting only for a study 
contract or for the preliminary engineer­
ing (Title I ) , on either a reimbursable or 
lump-sum basis, in order to permit 
entering into a lump-sum contract for 
the remaining portion of architect- 
engineer services (Titles n  and H I ) , 
based upon information developed in the 
first phase.
§ 9—3.404—51 Fixed-price contracts with 

provision for redetermination.
(a ) This type of contract is a fixed- 

price contract with a special provision 
for redetermining the contract price up­
ward or downward. It is used to obtain 
reasonable prices when substantial con­
tingency charges otherwise would be in­
cluded in a contract price due to such 
factors as prolonged delivery schedules, 
unstable market conditions for material 
or labor, lack of fully developed specifica­
tions, or uncertainty of cost of perform­
ance. Under this type of contract, the 
Government assumes the risk of certain 
contingencies which -the contractor 
would otherwise include in its contract 
price, and the contract price is ultimately 
redetermined only to the extent that such 
contingencies actually occur. The as­
sumption of a portion of the contract risk 
by the Government requires the negotia­
tion of a lower rate of profit than would 
be the case when all risk was assumed by 
the contractor. An appropriate price re­
determination article shall be used in 
fixed-price contracts in those instances 
where: (1) There are insufficient data to 
indicate reasonableness of price; (2) the 
estimate of the low offeror, or the only 
offeror, exceeds the independent Govern­
ment estimate by an unreasonable 
amount; (3) it is necessary or desirable 
to eliminate charges for contingencies 
from the price offered; or (4) there are 
other circumstances which require pro­
tection of the interests of the Govern­
ment by use of a price redetermination
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provision. The length of the contract pe­
riod is an important factor to be con­
sidered in determining whether to pro­
vide for price redetermiriation. As a 
general rule, the longer the contract 
period, the greater may be the need for 
price redetermination. Thus, in contracts 
running for a year or more, a price re- 
determination article may well be the 
most appropriate means of properly pro­
tecting the Government’s interest. In in­
stances where deliveries will be made over 
a period of 2 or more years, it is generally 
desirable to provide for price redetermi­
nation on an annual basis as a minimum 
requirement.

(b) The price redetermination article 
set forth in § 9-7.5007-5 permits upward 
as well as downward redetermination. 
Under such circumstances, provision is 
made for setting a limit on the amount of 
any upward price revision by fixing a 
ceiling price for the contract. Where up­
ward price redetermination is allowed, a 
ceiling price should be set in order to en­
courage the contractor to perform effi­
ciently. The range of allowable upward 
price revisions from the contract or tar­
get price (which should contain substan­
tially no allowance for contingencies) to 
the ceiling price should be a reasonable 
measure of the contingencies against 
which the contractor is being protected. 
Any costs allowed the contractor in price 
redetermination above the contract or 
target price should be without profit. An 
upward price revision of 10 percent of the 
target price is generally regarded as a 
reasonable limit and, except for unusual 
circumstances, 20 percent should be con­
sidered the maximum allowable limit.

(c) The profit margin included in the 
original contract price should be a rea­
sonable measure of the risk being as­
sumed by the contractor, Thus, where 
there is evidence of close pricing in the 
original contract price, subject to down­
ward redetermination only, the contrac­
tor is deserving of a larger profit margin 
than would be the case where such con­
tract price is known to include a substan­
tial contingency allowance. Similarly, the 
greater the spread between the contract 
or target price and the ceiling price, the 
greater the extent to which, as a general 
rule, the Government is assuming con­
tingent risks, and the lower the profit 
margin should be. Again, in a case where 
provision is made for a single price re­
determination during the contract pe­
riod, the later such redetermination is 
effected, the greater usually is the per­
centage that actual costs constitute of 
total costs, as redetermined, and conse­
quently the lower the profit margin 
should be. Normally, the profit included 
in the original contract price is carried 
through price redetermination. However, 
if the contractor has performed an espe­
cially efficient and economical job, he 
should be rewarded with an increased 
profit margin, and, conversely, when this 
performance has been below reasonable 
standards, his profit margin should be 
reduced.

(d) Before agreeing to the use of a 
specific price redetermination article, the 
fact that the contractor has a cost ac­

counting system of sufficient accuracy 
and reliability to allow the development 
of the cost information required by the 
provision of such article should be es­
tablished. The price redetermination ar­
ticle provides for such examination and 
audit of the books, records, and accounts 
of the contractor as the contracting of­
ficer may deem necessary. The need and 
extent of such review of a contractor’s 
accounting records is a matter of judg­
ment to be determined in the light of 
such relevant factors as: (1) The nature 
and acceptability of cost and other data 
submitted by the contractor, (2) knowl­
edge of the contractor’s accounting poli­
cies and cost system, (3) reliability of the 
contractor’s data on the basis of previous 
experience with the contractor, (4) any 
unusual circumstances which might af­
fect the Government’s interests, and (5) 
dollar amount of the contract.

(e) Ceiling or maximum prices must 
be established at figures which will pro­
vide an effective incentive for economical 
performance. Accordingly, the need for 
close estimating in establishing maxi­
mum prices cannot be overemphasized. 
Abnormally high “ceilings,” “maximum 
prices” or “upset prices” have the po­
tential disadvantages of cost-plus-a-per- 
centage-of-cost contracting which must 
be avoided.

(f) In order to keep the maximum 
price closely related to the cost of work 
currently required under the contract, 
provision should be made for adjusting 
the initial maximum price in the event 
of subsequent changes in quantity, plans 
or specifications, delivery schedule, or 
other elements of the scope of the work.
(g) At the point agreed upon for re­

determining the price, the firm price to 
be agreed upon may include an adjust­
ment of the original profit. Such ad­
justment of profit is not to be based on 
a percentage of cost contractually es­
tablished in advance, but should reflect 
a fair return to the contractor which 
takes into account his performance, cost 
reductions, degree of risk, or other in­
centive factors.

(h) (1) Multiple price redetermina­
tion, upward or downward, is accom­
plished by use of the article set forth in 
§ 9-7.5007-5 with both subparagraphs 
(1) and (2) of paragraph (a) of such 
article included. Subparagraph (1) pro­
vides for a negotiated upward or down­
ward redetermination of unit prices upon 
completion of delivery of a specified per­
centage of the principal items called for 
by the contract. Thereafter, under sub- 
paragraph (2), there may be upward or 
downward revision of prices upon the 
written demand of either party, subject 
to specified limitations on the frequency 
of such demands. The initial (manda­
tory) price redetermination is retroac­
tive to the start of the contract period 
as well as prospective in its application; 
any subsequent redeterminations have 
a prospective effect only. This form of 
price redetermination is'especially suit­
able for a supply contract where the 
quantity under procurement is large, the 
delivery schedule calls for deliveries over 
a prolonged period (usually over a year),

and an accurate forecast of production 
costs is not feasible.

(2) This article readily lends itself to 
modifications to meet the special needs 
of different situations where price re­
determination, wholly or partly prospec­
tive in effect, is desirable. Thus, it might 
be considered desirable (or the contractor 
might insist) that price redeterminations 
be made at specified regular intervals, 
rather than at irregular intervals upon 
the demand of either party, after the ini­
tial price revision (in which event, sub- 
paragraph (2) of paragraph (a) should 
be reworded to specify the redetermina­
tion or target dates after the initial price 
redetermination); or that only one price 
redetermination upward or downward be 
made at a specified point in the contract 
period (in which event, subparagraph (2) 
of paragraph (a) should be omitted); or, 
further, that only one price redetermi­
nation downward only be made at a 
specified point in the contract period (in 
which event, subparagraph (2) of para­
graph (a) should be omitted and the 
change noted in footnote 1 to the article 
should be made). Where provision is 
made for only one price revision during 
the contract period, such revision should 
be both retroactive and prospective in 
effect. In a case where only one or a lim­
ited number of price redeterminations 
will be allowed, care should be taken in 
setting the points of redetermination or 
target dates so that the contractor will 
have had sufficient production experience 
by each target date to develop actual cost 
information on the basis of which rea­
sonable prices can be set for the next 
prospective period. For example, where 
provision is made for a single price re­
determination, the target date should be 
so set that the contractor will be able 
to get through the starting-up period, 
when costs are usually high, and be able 
to operate for a few months at the maxi­
mum capacity called for by the delivery 
requirements of the contract, when costs 
should be typical of expected experience 
for the balance of the contract, before he 
will have to draw off his actual cost ex­
perience for price revision. A target date 
set at 40 to 50 percent of completion of 
deliveries is usually considered desirable 
under such circumstances.

(i) Single price redetermination down­
ward only, wholly retroactive. This form 
of price redetermination is accomplished 
by omitting subparagraph (2) of para" 
graph (a) and making the changes noted 
in footnotes 2 and 5 to the article, there­
by providing for a single, negotiated, 
downward redetermination, wholly retro­
active, after completion or termination 
of the contract. The price redetermina- 
tion. article, so modified, is designed pri­
marily for use in small to moderate­
sized contracts (approximately $100,000 
or less) for experimental or develop­
mental items or services. However, it may 
also be used in contracts of similar size 
for the procurement of any item or serv­
ice when it is not possible to determine 
reasonableness of price at the time oi 
negotiation.

(j ) Single price redetermination up­
ward or downward, wholly retroactive. 
This form of price redetermination i
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accomplished by omitting subparagraph
(2) of paragraph (a) and making the 
change noted in footnote 5 to the article, 
thereby providing for a single, negoti­
ated, upward or downward redetermina­
tion, wholly retroactive, after completion 
or termination of the contract. The price 
redetermination article, so modified, is 
designed for use in negotiated contracts 
for supplies or services, where the quan­
tity under procurement may be either 
moderate or large, and where the con­
tract period is not extended (usually less 
than a year) so that it is not feasible to 
attempt to redetermine the contract 
price during the period of the contract. 
Care should be taken to agree upon a 
contract or target price that will require 
the contractor to do an efficient job, and, 
since redetermination is wholly retro­
active, it is essential that a limit be placed 
on any upward price revisions (normally 
an amount not in excess of 10 percent of 
the contract or target price).
§ 9-3.405—5 Cost-plus-a-fixed-fee con­

tract.
(a) Applicability:
(1) General: While it is fundamental 

AEC policy to use fixed-price contracts 
wherever feasible, it would generally be 
more appropriate to use a cost-plus-a- 
fixed-fee contract in the following cir­
cumstances:

(i) There is inadequate time to pre­
pare, or other circumstances prevent the 
preparation of, plans and specifications 
that are sufficiently firm to provide 
assurance against an excessive number 
of change orders due to errors, discrep­
ancies, omissions, and inadequate de­
tails. When the number of change orders 
increases, the advantages inherent in the 
fixed-price form of contracting tend to 
disappear.

(ii) The work involves developmental 
or experimental services of such a scope 
or duration as to make likely an exces­
sive number of change orders or develop­
mental or experimental services related 
to the work under the contract are being 
performed by another contractor at the 
same time.

(iii) The standards of performance 
\e.g., extremely high standards of clean­
liness, purity, or quality control) are so 
much higher than normal industrial 
standards as to make it impracticable 
to prepare appropriate specifications 
clearly describing the standards required.

(b) The authority to determine under 
l-3.405-5(d) (1) (ix) that the appli­

cation of the policy of limiting interim 
Payments on cost reimbursement type 
contracts to 80 percent of costs incurred 
would impose undue hardship on the 
contractor or adversely affect the inter­
ests of the Government is delegated to 
Managers of Field Offices.

<c> Pursuant to section 602(d) (13) of
ue Federal Property and Administrative 

°* 1949, as amended, the 10 
and 6 per centum cost and fee restric-
ons on contracts for architect-engineer 

services are not applicable.

§ 9—3.406—1 Time and materials con­
tract.

Particular care should be taken to 
apply material handling cost, if any, to 
the direct material cost and to exclude 
material handling costs from the over­
head rate applied to direct labor. Al­
though this type of contract provides for 
payment of a fixed price on a unit of 
time basis, it is evident that the total 
amount of profit under the contract is 
increased proportionately, as the number 
of hours worked is increased. Therefore, 
it is desirable to limit the number of 
hours to which the rate including profit 
will be applicable and to reimburse the 
contractor at a rate which does not in­
clude profit for all hours worked in ex­
cess of such limit.
§ 9—3.408 Letter contract.

Letter contracts shall contain a provi­
sion obligating the parties to enter into 
a definitive contract within a specified 
time (preferably within 120 days) or, 
upon failure to do so, the Government’s 
obligation shall be limited to reimburse­
ment of the contract’s costs incurred 
under the terms of the letter contract 
through the termination date.

Subparf 9—3.6— Small Purchases 
§ 9—3.600 Scope of subpart.

The policies and procedures for the 
purchase of supplies and nonpersonal 
services from commercial sources when 
the aggregate amount involved in any 
one transaction does not exceed $2,500 
shall be those prescribed in FPR Sub- 
part 1-3.6. They are applicable only to 
AEC direct procurement.
§ 9—3.603—2 Data to support small pur­

chases.
H ie manner of securing quotations 

and the nature and extent of documen­
tation to be required for small purchases 
are for determination by Heads of Divi­
sions and Offices, Headquarters, and 
Managers of Field Offices, but should be 
limited to a minimum consistent with 
the objective of reducing the cost of 
handling small purchases. Normally, 
confirmation of purchase orders issued 
after the material has been received 
should not be required unless such con­
firmation is requested by the supplier. 
Documentation can be accomplished by 
the purchaser and receiver endorsing 
the invoice.
§ 9—3.604 [Reserved!
§ 9—3.605—1 Standard Form 44.

The use of Standard Form 44 is 
optional within the AEC. Contracting 
and procurement officers shall be held 
accountable for books of Standard Form 
44 issued to them. Heads of Divisions 
and Offices, Headquarters, and Manag­
ers of Field Offices shall issue detailed 
instructions, consistent with the provi­
sions in Standard Form 44 and FPR  
1-3.606-1, providing for accountability 
and safeguarding of the forms when

used. Contracting and procurement offi­
cers, when using this form, will obtain 
any necessary obligation of funds and 
will limit procurement actions to items 
not otherwise restricted by law or 
regulation.
§ 9—3.605—2 Standard Forms 147 and 

148.
The use of Standard Forms 147 and 

148 is optional within the AEC. When in 
the judgment of the Director, Division of 
Headquarters Services, or Managers of 
Field Offices the use of the forms will 
simplify the procurement process, they 
may authorize the use of the forms.

Subpart 9—3.8— Price Negotiation 
Policies and Techniques

§ 9—3.800 Scope.
(a ) This subpart implements and sup­

plements the price negotiation policies 
and techniques set forth in FPR Sub­
part 1-3.8.

(b) The policies and requirements for 
cost-type contractor procurement with 
respect to price negotiation policies and 
techniques covered by FPR 1-3.801 
through .804 and .808 are set forth in 
Part 9-59 and §§ 9-3.808-50 and -51. 
These AECPR provisions are consistent 
with the referenced FPR provisions and 
shall be applied to cost-type contractor 
procurement in lieu of such FPR provi­
sions.

(c) The FPR provisions in 1-3.800, 
.805, .806, .807, and .809 through .814 con­
tain requirements which apply to cost- 
type contractor procurement. These pro­
visions, and the corresponding AECPR’s, 
apply to' cost-type contractor procure­
ment. For AEC contracts covered by § 9- 
3.807-3, the requirements of that section 
and of § 9-3.814-50 shall be followed in 
lieu of FPR 1-3.807-3 (a ) and 1-3.814.
§ 9—3.801 Basic policy.

(a ) Procurement by negotiation is less 
automatic and does not have the rigid 
limitation of formal advertising bid and 
award procedure; it requires, to a greater 
extent than formal advertising, the ex­
ercise of sound business judgment and 
increases the responsibility of the con­
tracting officer for properly protecting the 
interests of the Government.

(b) The use of negotiation, as a 
method of procurement, does not relax 
the requirements for competition. Access 
authorizations shall not be a limiting 
factor in obtaining full and free competi­
tion except where time will not permit 
securing additional clearances. I f  access 
to classified information is required 
either (1) to submit proposals in response 
to AEC requests for such proposals, (2) 
to respond to requests by AEC for ex­
pressions of interest, (3) to inspect fa­
cilities in connection with subparagraph
(1) or (2) of this paragraph, or (4) to 
attend preproposal or information con­
ferences in connection with subpara­
graph Cl) or (2) of this paragraph, a 
reasonable number of access authoriza­
tions will be furnished without charge.
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(c) Renegotiation, as distinguished 

from original negotiation or price rede- 
termination of a contract, is a statutory 
method for the elimination of excessive 
profits arising from contracts executed 
by certain designated agencies of the 
United States, and related subcontracts 
in connection with the national defense. 
Statutory renegotiation contemplates a 
review of all renegotiable income on the 
basis of the contractor’s entire fiscal year 
rather than on a contract-by-contract 
basis. Thus, losses on some renegotiable 
contracts and subcontracts are offset 
against profits on other renegotiable 
business in arriving at net income sub­
ject to renegotiation. The existence of 
statutory renegotiation does not lessen 
the importance of negotiating contracts 
at fair prices. Renegotiation is not a sub­
stitute for careful pricing of a contract.
§ 9—3.802 Preparation for negotiation.

The contracting officer or his designee 
shall have sole responsibility for dis­
seminating any additional information 
with respect to or clarification of re­
quests for proposals. Such information 
or clarification shall be in writing, usu­
ally in the form of an amendment to the 
request for proposals and shall be fur­
nished to all concerns to whom the origi­
nal request was sent. Administrative and 
technical personnel shall not furnish any 
information to prospective contractors 
regarding any proposed procurement ex­
cept through the contracting officer or 
his designee.
§ 9—3.804 Conduct o f negotiations.

(a ) Contracting officers, to the extent 
considered practicable, should coordinate 
negotiations with other AEC offices, 
which are negotiating or have negotiated 
recently with the same contractor at 
either the prime or subcontract level. 
Pacts thus developed with respect to 
costs, technical know-how and other in­
formation can be of material value in 
consideration of the proposed transac­
tion.

(b) Preliminary information as to 
prior contract actions, if any, and AEC 
offices involved can generally be obtained 
from Headquarters. Inquiries in this re­
gard should be addressed to the Direc­
tor, Division of Contracts, Atomic Energy 
Commission, Washington, D  C. 20545.
§ 9—3.805 Selection of offerors for nego­

tiation and award.
As indicated in PPR 1-3.805-1, the pro­

cedures set forth in paragraphs (a ) , (b ) ,
(c ) , and (d) of FPR 1-3.805-1 may not 
be applicable in certain cases. See Part 
9-56 for specific instructions to be fol­
lowed for selection of contractors by 
board process.
§ 9—3.805—50 Negotiation of architect- 

engineer and cost-plus-a-fixed-fee 
contracts.

(a ) Exchange of information. Prior 
to entering into negotiations for a 
CPFF contract or a lump-sum con­
tract for architect-engineer services, 
essential information should be ex­
changed between the AEC and the 
contractor. The contractor should be 
given an opportunity to acquaint him­

self, if he has not already done so 
during the selection process, with the 
details of the proposed project, includ­
ing the following to the extent possible: 
location, type of construction, numbers 
and classes of structures, functional pur­
pose of structures, extent and character 
of services involved, time allowed for 
design and construction, and the esti­
mate of cost of the project. He should 
also be given an opportunity to review 
the form of contract, to learn the security 
requirements under which he will be 
operating, and to familiarize himself with 
the practices and procedures followed by 
the AEC in administering contracts. Any 
AEC contract forms to be used by the 
contractor should be furnished to him. 
The AEC’s policy and practices on wage 
and salary administration should also be 
explained. In turn, the contractor should 
furnish information to the AEC’s repre­
sentatives as to the organization to be 
used on the work; present and proposed 
salaries and other items necessary for 
the preparation of the personnel appen­
dix to the contract; information as to 
contractor-owned construction plant to 
be utilized on the work, showing its pur­
chase price and present value; work to 
be subcontracted; work to be performed 
in the central or branch offices (if any) ; 
and other similar information in order 
that the contract may be properly pre­
pared and administered. If a discussion 
between the AEC and a prospective con­
tractor involves classified information, 
care shall be taken to assure that the 
contractor’s representatives have appro­
priate security clearances.

(b) Conclusion of negotiations. Nego­
tiations relative to contract and fee diali 
be concluded as early as possible. When 
the information required by paragraph
(a) of this section has been obtained, 
reviewed, and revised to the extent 
necessary, and mutually acceptable 
terms of contract, estimate of cost, and 
estimate of time of performance have 
been agreed to, the fixed fee should be 
negotiated. Except as indicated in 
§ 9-3.408(b), negotiations relative to the 
fee shall be successfully concluded prior 
to making commitment on final selection. 
A complete record shall be maintained of 
all matters agreed to during negotia­
tions. Should it be evident in the course 
of negotiations that no hope exists for a 
meeting of the minds within the pre­
viously determined maximum allowable 
(ceiling) fee, then consideration should 
be given to terminating negotiations and 
entering into a similar action with the 
next best qualified contractor. On con­
clusion of the foregoing steps, the formal 
contract should be prepared and exe­
cuted by the parties, subject to the lim­
itations in delegated authority and AEC 
requirements for Headquarters consid­
eration of contract actions.
§ 9—3.807—1 [Reserved]
§ 9—3.807—3 Requirements for cost or 

pricing data.
(a) The requirements of PPR 1-3.807- 

3(a) need not be applied to cost-type 
operating contracts; onsite service con­
tracts of a continuing nature; cost and 
cost-sharing contracts under which the 
contractor receives no fee;, contracts

with educational institutions; or archi­
tect-engineer contracts where lump-sum 
or CPFF fees are based on estimates of 
construction costs. They are applicable 
when the architect-engineer fee is based 
on the estimated cost of the architect- 
engineer’s services.

(b) Managers of Field Offices shall 
take the necessary steps to assure Sub­
part 9-3.8 and FPR Subpart 1-3.8 are 
followed with respect to procurements 
under (1) cost and cost-sharing con­
tracts under which the contractor re­
ceives no fee, cost-type contracts with 
educational institutions, and cost-type 
architect-engineer and construction 
contracts, where the estimated cost of 
procurement activities under such con­
tracts exceeds $100,000 annually; and (2) 
to cost-type operating contracts and on­
site service contracts of a continuing 
nature. Contracts subject to this para­
graph shall include paragraph (a) (or 
equivalent language) and paragraph (b) 
of the “Contractor procurement” clause 
in § 9-7.5006-29 with respect to the con­
tractor’s obligation for requiring sub­
contractors to furnish cost or pricing 
data, and for including the article in 
§ 9-3.814-50 in subcontracts as required 
by that AECPR.
§ 9—3.807—11 Overhead rale considera­

tions.
Part 9-15 shall be applied in overhead 

rate considerations.

§ 9—3.807—12 Sole source items.
See § 9-3.807-54, Price warranties.

§ 9—3.807—52 Approvals and waiver.
(a ) Managers of Field Offices, fo r con­

tracts estimated to be within the limits 
of their delegation of authority, may, 
without power of redelegation, approve 
the findings required by FPR 1-3.807-1 
(b )(1 ) (ii )(C ) and 1-3.807-3 (f) (1).

(b) Managers of Field Offices, fo r con­
tracts estimated to be within the limits 
of their delegation of authority, may, 
without power of redelegation, waive the 
requirements for cost or pricing data 
under the circumstances set forth  in 
FPR 1-3.807-6 and 1-3.807-3 (b) pro­
vided that any such waivers are prompt­
ly reported to the Headquarters Division 
of Contracts for its information and co­
ordination with the Office o f the Con­
troller and other Headquarters staff.
§9-3.807-53 D ev e lo p m en t o f  special 

item s.
If a negotiated fixed-price or cost-type 

contract or subcontract involves the de­
velopment of special items and may rea­
sonably be expected to lead to subsequent 
production orders, the initial contract or 
subcontract shall include a provision 
whereby the vendor agrees to accept, 
when requested, subsequent production 
orders under either a cost-plus-a-fixea^ 
fee contract or subcontract with AEO 
cost-reimbursement principles and iê  
limitations or a fixed-price contract pro­
viding for price redetermination. In add - 
tion, the initial contract or subcontrac 
shall include a provision whereby tne 
Commission or its authorized representa­
tives shall have access to arid the nght t 
examine any directly pertinent booKs,
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documents, papers, and records related 
to the contract or subcontract for the 
purpose of determining actual cost ex­
perience under the initial contract or 
subcontract.
§ 9-3.807—54 Price warranties.

(a) Price warranty provisions, such as 
“best user,” “most favored customer,” or 
similar provisions, should not be used 
when the contracting officer can satisfy 
himself through the normal process of 
competition or cost and price analysis 
that a proposed contract price is rea­
sonable. Such price warranty provisions 
shall not be used as a substitute for ob­
taining adequate competition or for per­
forming price or cost analysis. Ordinarily, 
the most likely circumstances where it 
would be in the Commission’s interest to 
require price warranties would be similar 
to those currently set forth in FPR  
1-3.807-12, Sole-source items.

(b) Where price warranties are used, 
an appropriate price warranty provision 
should be included in the terms and con­
ditions of the contract. Additionally, the 
contract should include the following 
clause with respect to the Commission’s 
right to examine the record of the 
contractor:

The contracting officer or his authorized 
representative shall have the right to examine 
the records of the contractor as necessary 
to assure that the prices charged the Gov­
ernment for the items under this contract 
do not exceed those charged by the con­
tractor to any other customer purchasing the 
same items in like or comparable quantities.

§ 9—3.808 Pricing techniques.
§ 9—3.808—50 Negotiating profit and 

fees.
(a) There áre no precise or conclusive 

rules for determining the amount of 
profit or fixed fee allowable. Cost alone 
is not a true measure in the determina­
tion of a reasonable profit or fixed fee. 
Generally, profit or fixed fee is strongly 
influenced by the amount of risk in­
volved. Determination, of a fair and rea­
sonable profit or fee, however, is a matter 
of judgment, based on consideration of 
au factors which affect performance of 
the contract. Among-these factors for 
furnishing supplies or services are (1) 
the degree of skill required; (2) the 
*®^th of contract performance; (3) the 
reliability, competence, and cooperation 
«.th e  contractor; (4) the extent to 
which the contractor will benefit as a 
result of experience gained in the per- 
iormance of the contract; (5) the degree 
oí dosé pricing; (6) the amount of con­
tractor capital to be employed; (7) the 
g f *  to which facilities or financial 
assistance are to be furnished by the 
government; (8) complexity of the sup- 

?r serv*ces to be furnished and the 
ratent of subcontracting; (9) current 
«»™î*et conditions affecting contract 

¿ (10) the amount of profit
contractor normally earns on 

similar items or services.
^o^ t or fee allowances shall be 

“A«I™nned separately for each contract.
e_k°ard” agreements with 

shan 85 t° rates of profits or fees
au not be made. The determination of
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a fair and reasonable profit or fee is a 
matter of sound business judgment.
§ 9—3.808—51 Limitation on profits and 

fees.
(a) Fee negotiation for cost-plus-a- 

fixed-fee contracts and lump-sum archi­
tect-engineer contracts shall be based 
upon the scope and character of the work 
to be performed by the contractor, shall 
be fair and reasonable, and shall not ex­
ceed amounts prescribed by law or direc­
tion of the General Manager.

(b) Fixed fees for cost-type contracts 
for community management and for 
transportation system operation have 
been subject to statutory limitations con­
tained in past appropriation acts. The 
maximum’ fees for contracts in these 
categories in future fiscal years shall 
conform to the applicable statutory 
limitations.

(c) The profit included in hourly rates 
for time and material contracts should 
be held to a reasonable level. Except as 
provided in FPR 1-3.406-1 (d>, no profit 
shall be allowed on materials. Time and 
material contracts providing for a profit 
in excess of 10 percent of the estimated 
cost exclusive of material cost shall be 
submitted to Managers of Field Offices 
concerned for approval. These limitations 
are consistent with the normal risk at­
tached to this method of contracting.
§ 9—3.809 Contract audit as a pricing 

aid.
The waiver of preaward audit review 

provided for in FPR 1-3.809 may be made 
only by the Manager of the Field Office.
§ 9—3.814—2 Audit and records.

The clause in § 9-7.5006-1 shall be used 
for the types of contracts listed in FPR  
l-3.814-2(c).
§ 9—3.814—50 Subcontractor c o s t  or 

pricing data clause.
(a) The following clause shall be in­

serted in all subcontracts under the 
prime contracts referred to in § 9-3.807-3
(b ), where such subcontracts are over 
$100,000, and in all modifications over 
$100,000 to such subcontracts even 
though the original amount of the sub­
contract is $100,000 or less:

• Certified Cost or Pricing Data

(a ) (1) The subcontractor shall require 
under the situations described in (2) below, 
unless exempted under the exceptions set 
forth in (3) below, each sub-subcontractor 
under this subcontract to submit cost or 
pricing data and to certify that, to the best 
of his knowledge and belief, such cost or 
pricing data are accurate, complete, and 
current.

(2) Except as provided in (3) below, certi­
fied cost or pricing data shall be submitted 
prior to (i) the award of each sub-subcon­
tract, the price of which is expected to exceed 
$100,000, and (il) the negotiation of the price 
of each change or modification to a sub­
subcontract under this subcontract for which 
the price adjustment is expected to exceed 
$ 100,000.

(3) Certified cost or pricing data need not 
be furnished pursuant to this paragraph (a ) 
where (i) the subcontractor has not been 
required to furnish cost or pricing data; or 
(ii) the price or price adjustment is based on 
adequate price competition, established cata-
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log or market prices of commercial items sold 
in substantial quantities to the general pub­
lic, or the prices are set by law or regulation; 
and the subcontractor states in writing the 
basis for applying this exception.

(4) In submitting the cost or pricing data, 
the sub-subcontractor shall use the form of 
certificate set forth in paragraph (b ) below 
and shall certify that the data are accurate, 
complete, and current. Such certificate and 
data (actual or identified, as provided in the 
certificate prescribed below) shall be sub­
mitted by sub-subcontractors to the next 
higher-tier sub-subcontractor, or the subcon­
tractor, as applicable, for retention.

(b ) The certificates required by this clause 
shall be in the form set forth below.

Subcontractor’s Certificate of Current 
Cost or Pricing Data

This is to certify that, to the best of my 
knowledge and belief, cost or pricing data 1 
submitted in writing, or specifically identi­
fied in writing if actual submission of the 
data is impracticable (see FPR 1-3.807-3 (h ) 
(2 ), to the prime contractor in support of 
----------------------- :__________ 2 are accurate, com­
plete, and current as o f ______________8

(Date)
F irm _____________________________
Name __________ _____ :___________
T i t le _____ ______________ _________

(Date of execution)
(c) For purposes of verifying that certified 

cost or pricing data submitted in conjunction 
with the negotiation of this subcontract or 
any subcontract change or other modifica­
tion involving an amount in excess of 
$100,000 were accurate, complete, and cur­
rent, the Commission or any of its authorized 
representatives shall, until the expiration of 
3 years from the date of final payment under 
this subcontract, have the right to examine 
those books, records, documents, papers, and 
other supporting data which involve trans­
actions related to this subcontract or which 
will permit adequate evaluation of the cost 
or pricing data submitted, along with the 
computations and projections used therein.

(d ) Whenever the price of any change or 
other modification to this subcontract is 
expected to exceed $100,000, the* subcontrac­
tor agrees to furnish the Contractor certified 
cost or pricing data, using the certificate set 
forth in paragraph (b ) above, unless the 
price is based on adequate price competition, 
established catalog or market prices of com­
mercial items sold in substantial quantities 
to the general public, or prices set by law 
or regulation.

(e) The requirement for submission of 
certified cost or pricing data with respect to 
any change or other modification does not 
apply to any sub-subcontract change or other 
modification, at any tier, where the subcon­
tract is firm fixed-price or fixed-price with

1For definition of “cost or pricing data,” 
see FPR 1-3.807-3.
z 2 Describe the proposal, quotation, request 
for price adjustments, or other submission 
involved, giving appropriate identifying num­
ber (e.g., RFP N o .______ ).

8 This date shall be the date when the price 
negotiations were concluded and the sub­
contract price was agreed to. The responsi­
bility of the subcontractor is not limited by 
the personal knowledge of the subcontrac­
tor’s negotiator if the subcontractor had in­
formation reasonably available (see FPR 
1-3.807-5 (a) ) at the time of agreement, 
showing that the negotiated price is not 
based on accurate, complete, and current 
data.

* This date should be as close as practicable 
to the date when the price negotiations were 
concluded and the subcontract price was 
agreed upon.
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escalation unless such change or other modi­
fication results from a change or other modi­
fication to the subcontract, nor does it apply 
to a sub-subcontract change or modification, 
at any tier, where the subcontract is not firm 
fixed-price or fixed-price with escalation, un­
less the price for such change or other modi­
fication becomes reimbursable under the 
subcontract.

( f )  The subcontractor agrees to insert 
paragraph (c) without change6 and the sub­
stance of paragraphs (a ), (b ),  (d ), (e ), and 
(f )  of this clause in each sub-subcontract 
herëunder in excess of $100,000 and in each 
sub-subcontract of $100,000 or less' at the 
time of making a change or other modifica­
tion thereto in excess of $100,000.

-(g) I f the prime contractor determines 
that any price, including profit or fee, nego­
tiated in connection with this subcontract or 
any cost reimbursable under this subcontract 
was increased by any significant sums be­
cause the subcontractor, or any sub-subcon­
tractor pursuant to this clause or any sub- 
subcontract clause herein required, fu r­
nished incomplete or inaccurate cost or 
pricing data or data not current as certified 
in the subcontractor’s certificate of current 
cost or pricing data, then such price or cost 
shall be reduced accordingly and the contract 
shall be modified in writing to reflect such 
reduction.

(h ) Failure of the contractor and the sub­
contractor to agree on any of the matters 
in paragraph (g ) above shall be a dispute 
concerning a question of fact within the 
meaning of the disputes clause of this sub­
contract.

Note: Since the subcontract is subject to 
reduction under this clause by reason of de­
fective cost or pricing data submitted in 
connection with certain sub-subcontracts, it 
is expected that the subcontractor may wish 
to include a clause in each such sub-subcon­
tract requiring the sub-subcontractor to 
appropriately indemnify the subcontractor. 
It  is also expected that any sub-subcon­
tractor subject to such indemnification will 
generally require substantially similar in­
demnification for defective cost or pricing 
data required to be submitted by his lower- 
tier sub-subcontractors.

1 (b) This clause may also be used for
subcontracts of $100,000 or less for which 
a certificate of cost or pricing data is 
obtained in accordance with FPR  
1-3.807-3 (g) ; and, if so used, the $100,000 
amount stated in the clause should be 
appropriately modified.

Subpart 9—3.9— Subcontracting 
Policies and Procedures

§ 9—3.901 General.
(a ) AEC policies and requirements for 

review and approval of cost-type con­
tractor procurement are set forth or are 
listed in Part 9-59. The policies and re­
quirements of that part are consistent 
with FPR 1-3.902 and 1-3.903 and shall 
be applied in the review and approval 
of cost-type contractor procurement sys­
tems and subcontracts for supplies and 
services in lieu of such FPR’s, except that 
1-3.902, “Make-or-buy” programs, ap­
plies where the contract clause in 
1-3.902-3 is incorporated in the prime 
contract.

(b) Pursuant to section 602(d) (13) of 
the Federal Property and Administrative

6 The words “subcontractor” and “sub-sub­
contractor” may, however, be changed to 
describe the contractual relationship in 
lower-tier subcontracts.

Services Act of 1949, as amended, the 
limitations in section 304(b) of that Act 
concerning advance notification of cost- 
plus-a-fixed-fee subcontracts (provided 
such, subcontracts do not exceed an esti­
mated cost of $500) and fixed-price sub­
contracts over $25,000 or 5 per centum of 
the total estimated cost of the prime con­
tracts are not applicable, provided the 
prime contractor’s procurement methods 
and system have been reviewed and ap­
proved in accordance with Part 9-59. See 
Subpart 9-51.2 for policy on subcontracts 
which require prior approval by AEC.

pa rt  9-4— SPECIAL TYPES AND 
METHODS OF PROCUREMENT

Sec.
9-4.000 Scope of part.

Subpart 9—4.6— Livestock Products 
9-4.601 General.

Subpart 9—4.50— Indemnification of AEC 
Contractors

9-4.5000 Scope of subpart.
9-4.5001 Applicability.
9-4.5002 Definitions.
9-4.5003 Statutory indemnity —  section 

170d of the Atomic Energy Act
of 1954, as amended.

9-4.5004 Authority of Managers of Field 
Offices to negotiate statutory 
indemnity agreements.

9-4.5005 Substantial nuclear incident.
9-4.5006 Statutory indemnity contract 

article.
9-4.5007 Contractual assurance.
9-4.5008 “Representation” for use in sub­

contracts and purchase orders 
of prime contractor holding 
statutory indemnity agree­
ment.

9-4.5009 Fees.
9-4.5010 Financial protection require­

ments.
9-4.5011 General contract authority in­

demnity.

Subpart 9'—4.51— Research Agreements and
Contracts With Educational Institutions

9-4.5100 Scope of subpart.
9-4.5101 Definitions.
9-4.5102 General.
9-4.5103 Research program objectives.
9-4.5104 Contract objectives.
9-4.5105 Submission of research pro­

posals.
9-4.5106 Selection, preparation, and award 

of research contracts.
9-4.5106-1 General.
9-4.5106-2 Responsibilities.
9-4.5106-3 Review of research proposals.
9-4.5106-3a Compensation for personal serv­

ices of professional staff.
9-4.5106-4 Notice of selection or rejection.
9-4.5106-5 Selection of AEC Field Office.
9-4.5106-6 Information to be furnished to 

Managers of AEC Field Offices.
9-4.5106-7 Changes in scope and level.
9-4.5106-8 Notification of contract execu­

tion.
9-4.5107 Standard contract forms.
9-4.5107-1 General.
9-4.5107-2 Special research support agree­

ments.
9-4.5107-3 Cost-type contract.
9-4.5108 Ownership of property.
9-4.5109 Reporting requirements.

Sec.
9-4.5109-1
9-4.5109-2
9-4.5109-3
9-4.5109-4
9-4.5109-5
9-4.5109-6
9-4.5109-7
9-4.5109-6

9-4.5110
9-4.5110-1
9-4.5110-2
9-4.5111
9-4.5111-1
9-4.5111-2

9-4.5111-3
9-4.5112
9-4.5112-1

9-4.5112-2

9-4.5112-3

9-4.5112-4

9-4.5112-5

9-4.5112-6
9-4.5112-7
9-4.5112-8

Purpose of reports.
Summary—20© words.
Progress reports.
Technical reports.
Special reports.
Final report.
Equipment report.
Summary and distribution of re­

ports.
Dissemination of results.
Prompt dissemination. 
Publication.
Extension of contracts.
Renewal proposals.
Evaluation of requests for re­

newals.
Authorization to renew. 
Administration.
Responsibilities of AEC Head­

quarters Program Divisions. 
ResponsibUities of AEC Field 
- Offices.
Payments under special research 

support agreements. 
Payments under cost-type con­

tracts.
AEC approval of deviations in 

performance and other speci­
fied actions.

Auditing.
Security.
Patents.

Subpart 9—4.52— Unsolicited Proposals for Re­
search and Development Contracts Submitted 
by Individuals and Commercial and Not-for- 
Profit Organizations Other Than Educational 
Institutions

9-4.5201 Definitions.
9—4.5202 Policy.
9-4:5203 Procedure.

Subpart 9—4.53— Resolution of Measurement Dif­
ferences Concerning Source and Special Nuclear 
Material Transfers

9-4.5300 Source and special nuclear ma­
terial transfers.

9-4.5301 Contract, lease or agreement.

Subport 9—4.54— Contracts and Subcontract 
Utilizing Uranium Enriched in the Isotope U

9-4.5400
9-4.5401
9-4.5402

9-4.5403

-9-4.5404

Scope of subpart.
Use of lease agreement.
Contract article covering urani­

um enriched in the isotope 
IP36.

Invitations for bids and requests 
for proposals.

Contracts and subcontracts for 
fabrication, conversion, aud 
scrap recovery.

Subpart 9—4.55— Multiyear Procurement
9-4.5500 Scope of subpart.
9-4.5501 Policy.
9-4.5502 Criteria for use in multiyear

procurement.
9—4.5503 Exceptions.
9—4.5504 Procedure to be followed in mul­

tiyear procurements.
9-4.5505 Special clauses for use in multi­

year contracts.
A u t h o r it y : The provisions of this Part 

9—4 issued under sec. 161 of the Atomic 
Energy Act of 1954, as amended, 68 Stat. 948, 
42 U.S.C. 2201; sec. 205 of the Federal Prop­
erty and Administrative Services Act o 
1949, as amended, 63 Stat. 390, 40 U.S.C. 486.

§ 9—4.000 Scope of part.
This part implements and supp^nieBts 

the policies and procedures set forth m 
FPR Part 1-4 .
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Subpart 9-4.6— Livestock Products 
§ 9-4.601 General.

The requirements of FPR Subpart 
1-4.6 apply to cost-type contractor 
procurement.
Subpart 9—4.50— Indemnification of 

AEC Contractors
§ 9-4.5000 Scope o f subpart.

This subpart describes the established 
policies of the Atomic Energy Commis­
sion concerning (a ) indemnification of 
AEC contractors against public liability 
for a nuclear incident arising out of or 
in connection with the contract activity 
and (b) indemnification of AEC con­
tractors against liability for nonnuclear 
risks arising out of or in connection with 
the contract activity. ' - ~
§ 9—4.5001 Applicability.

(a) With respect to indemnification 
against public liability for a nuclear inci­
dent the pertinent policies and proce­
dures set forth in this subpart shall be 
applicable in entering into indemnity 
agreements with:

(1) AEC contractors engaged in the1 
operation of production or utilization 
facilities,

(2) AEC contractors whose work en­
tails the risk of public liability for a 
substantial nuclear incident.

(b) With respect to indemnification 
against liability for nonnuclear risks, the 
pertinent policies and procedures set 
forth in this subpart shall be applicable 
in entering into indemnity agreements 
with any AEC contractors.
§ 9—4.5002 Definitions.

(a) The term “AEC contractor” mean's 
any AEC prime contractor, including any 
agency of the Federal Government with 
which AEC has entered into an inter­
agency agreement.

(b) The term “construction contrac­
tor” means an AEC contractor who is 
constructing an installation for AEC 
which, when completed, will be a pro­
duction or utilization facility.

(c) The term “nuclear incident” means 
(1) any occurrence within the United 
States causing, within or outside the 
United States, bodily injury, sickness, 
disease, or death, or loss of or damage to 
Property, or loss of use of property, aris­
ing out of or resulting from the radio- 
sctive, toxic, explosive, or other hazard­
ous properties of source, special nuclear, 
or byproduct material, and (2) any such 
occurrence outside the United States if
uch occurrence involves a facility or de­

vice owned by, and used by or under 
contract with, the United States, 

id) The term “person indemnified” 
eans (l )  with respect to a nuclear inci­

dent occurring within the United States, 
. ® I>erson with whom an indemnity 
g eement is executed and any other 

him0!1 who may be liable f » r Public lia- 
^  with respect to any nuclear 

uiciaent oeeurring outside the United 
nifJes’ Person with whom an indem- 
npiÌLfgre?nen*'is executed and any other 
hiiif^nuWk° may be Uable for public lia- 

y by reason of his activities under

any contract with the Commission or any 
project to which indemnification under 
the provisions of section 170<L of the 
Atomic Energy Act of 1954, as amended, 
has been extended or under any subcon­
tract, purchase order or other agreement, 
of any tier, under any such contract or 
project.

(e) The term “productiQn facility” 
means:

(1) Any nuclear reactor designed or 
used primarily for the formation of plu­
tonium or uranium 233 ; or

(2) Any facility designed or used for 
thè separation of the isotopes of uranium 
or the isotopes of plutonium, except lab­
oratory scale facilities designed or used 
for experimental or analytical purposes 
only; or

(3) Any facility designed or used for 
the processing of irradiated materials 
containing special nuclear material, 'ex­
cept laboratory scale facilities designed 
or used for experimental or analytical 
purposes only.

( f ) The term “public liability” means 
any legal liability (including liability for 
loss of, or damage to,, or loss of use of 
property which is located at the site of 
and used in conheetion with the contract 
activity) arising out of or resulting from 
a nuclear incident, except: (1) Claims 
under State or Federal workmen’s com­
pensation acts of employees of persons 
indemnified who are employed at the site 
of and in connection with the activity 
where the nuclear incident occurs and
(2) claims arising out of an act of war. 
“Public liability” also includes damage 
to property of persons indemnified: Pro­
vided, That such property is covered 
under the terms of any financial protec­
tion that may be required, except prop­
erty which is located at the site of and 
used in connection with the activity 
where the nuclear incident occurs.

(g) The term “substantial nuclear in­
cident”— see § 9-4.5005.‘

(h) The term “utilization facility” 
means any nuclear reactor other than 
one designed or used primarily for the 
formation of plutonium or U233. '

(i) The term “nuclear reactor” means 
an apparatus, other than an atomic 
weapon, designed or used to sustain nu­
clear fission in a self-supporting chain 
reaction.
§ 9—4.5003 Statutory indemnity— sec­

tion 170d o f the Atomic Energy Act 
of 1954, as amended.

Section 170d of the Atomic Energy Act 
of 1954, as amended, authorizes the AEC 
“to enter into agreements of indemnifi­
cation with its contractors for the con­
struction or operation of production or 
utilization facilities or other activities 
under contracts for the benefit of the 
United States involving activities under 
the risk of public liability for a substan­
tial nuclear incident.” Contractors iden­
tified in § 9-4.5001 (a) are eligible for 
such statutory indemnity.
§ 9—4.5004 Authority o f Managers of 

Field Offices to negotiate statutory 
indemnity agreements.

(a) Managers of Field Offices are au­
thorized to negotiate statutory indemnity

agreements with contractors identified 
in § 9-4.5001 (a )(1 ).

(b ) Pursuant to § 9-4.5005, Managers 
of Field Offices are authorized to enter 
into a statutory indemnity agreement 
whenever it has been determined that a 
contractor in subparagraph (2) of 
§ 9-4.5001 (a) is engaged in activities in­
volving the risk of public liability for a 
substantial nuclear incident. Such a de­
termination may be based upon either 
the risk of liability for the occurrence of 
a substantial nuclear incident in the 
course of performance of the contract 
work or the risk of liability for a substan­
tial nuclear incident caused by a product 
delivered to or for AEC under the con­
tract where such product is expected to 
be used in connection with a facility or 
device not covered by a statutory indem­
nity agreement. If, pursuant to 
§ 9-4.5005, a Manager of a Field Office 
determines that the maximum conceiv­
able damage which could result from a 
nuclear incident arising in the course 
of a contractor’s activities falls between 
1 million dollars and 60 million dollars, 
he shall submit the proposed indemnifi­
cation with a recommendation, and all 
supporting data, to the Assistant General 
Manager for Operations for appropriate 
action.
§ 9—4.5005 Substantial nuclear incident.

With respect to subparagraph (2) of 
§ 9-4.5001 (a ), and pursuant to the pro­
visions of § 9-4.5004, a Manager of a 
Field Office may be required to determine 
whether a contractor’s activities involve 
the risk of public liability for a substan­
tial nuclear incident and thus make the 
contractor eligible to obtain a statutory 
indemnity agreement from the AEC. The 
determination by a Manager of a Field 
Office shall be based on the following 
criteria:

If, after a study of the maximum con­
ceivable damage which can result from an 
incident arising out of or in connection with 
the contractor’s activities, the Manager of 
a Field Office concludes that the maximum 
conceivable damage per incident to property 
and persons is $60 million or more, then the 
contractor may be found to be under risk of 
public liability for a substantial nuclear 
incident and the Manager of a Field Office 
is authorized to execute a statutory indem­
nity agreement under such a contract. If 
such a study of the maximum conceivable 
damage indicates a figure of $1 million or 
less, the contractor should not be considered 
to have a risk of public liability for a sub­
stantial nuclear incident and, therefore, 
should not be made a party to a statutory 
indemnity agreement. If the study indicates 
that the maximum conceivable damage falls 
between $1 million and $60 million, the 
Manager of a Field Office will submit the 
proposed indemnification of such contractor 
to the Assistant General Manager for Opera­
tions with a recommendation and all sup­
porting data.

The Assistant General Manager for Oper­
ations, on such a recommendation, may take 
one of the following actions:

(a) Determine that the contractor is under 
risk of public liability for a substantial nu­
clear incident and that the contractor 
should be extended a statutory indemnity 
agreement.

(b ) Determine that the contractor should 
not be extended a statutory indemnity. In 
this case the Assistant General Manager for
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Operations may authorize the Manager of a 
Field Office to authorize the contractor to 
purchase nuclear liability insurance or to 
offer the contractor a general authority in­
demnity agreement.

§ 9—4.5006 Statutory indemnity contract 
article.

The contract article contained in § 9- 
7.5004-24 shall be incorporated in all 
contracts in which a statutory indemnity 
agreement is to be included upon a de­
termination that the contractor is under 
risk of public liability for the occurrence 
of a substantial nuclear incident in the 
course of performance of the contract 
work. The contract article contained in 
§ 9-7.5004-25 shall be incorporated in all 
contracts in which a statutory indemnity 
agreement is to be included upon a de­
termination that the contractor is under 
risk of public liability only for a sub­
stantial nuclear incident caused by a 
product delivered to or for AEC under 
the contract where such product is ex­
pected to be used in connection with a 
facility or device not covered by a statu­
tory indemnity agreement.
§ 9—4.5007 Contractual assurance.

Managers of Field Offices are author­
ized to include in all contracts for:

(a ) Architect-engineer services in con­
nection with the construction of a pro­
duction or utilization facility;

(b) The supply of component parts 
(including construction contracts where 
the work does not entail the risk of oc­
currence of a substantial nuclear inci­
dent) for a production or utilization 
facility; and

(c) The supply of equipment or serv­
ices which would be a part of, or con­
tribute to, or be used in connection with 
the construction or operation of a pro­
duction or utilization facility, assurances 
that the AEC will enter into a statutory 
indemnity agreement with the contrac­
tor who will operate a facility on its 
completion. Assurances will be given, 
however, only to those contractors and 
suppliers who might be held liable in 
connection with a substantial nuclear 
incident occurring after completion of 
the facility. The form of contractual as­
surance which shall be utilized is 
contained in § 9-7.5004-26.
§ 9—4.5008 “Representation” for use in 

subcontracts and purchase orders of 
prime contractor holding statutory 
indemnity agreement.

An AEC contractor with whom a stat­
utory indemnity agreement has been 
executed in the form contained in 
§ 9-7.5004-24 may include in any of its 
subcontracts and purchase orders a rep­
resentation that the work under the 
prime contract is covered by a statutory 
indemnity agreement with the AEC and 
that this indemnity covers all persons 
who may be liable for public liability for 
any nuclear incident arising out of or in 
connection with the activity under the 
prime contract. A suggested form of 
“representation” follows:

The Contractor represents that there is 
included in its prime contract with the 
Commission an indemnity agreement, en­

tered into by the Commission under the au­
thority of Section 170 of the Atomic Energy 
Act of 1054, as amended by FubUc Law  
85-256 (the “Price-Anderson Act” ),  a copy 
of which may be obtained from the Con­
tractor [is attached hereto]; that, under said 
agreement, the Commission has agreed to 
indemnify the Contractor and other persons 
indemnified, including the subcontractor, 
against claims for public liability (as defined 
in said Act) arising out of or in connection 
with the contractual activity; that the in­
demnity applies to covered nuclear incidents 
which (i) take place at a “contract location” 
(which term, as defined in the indemnity 
agreement, does not include the location of 
the subcontractor’s plant and facilities).; or 
(ii) arise out of or in the course of trans­
portation of source, special nuclear or by­
product material to or from a "contract 
location”; or (ill) involve items produced or 
delivered under the prime contract. The 
obligation of the Commission to indemnify 
is subject to the conditions stated in the 
indemnity agreement.

The AEC will not approve the inclusion, 
in the subcontracts and purchase orders 
of an indemnified prime contractor, of 
any provision whereby the prime con­
tractor indemnifies the subcontractor or 
supplier against public liability for a 
nuclear incident since any such liability 
will be covered by the statutory indem­
nity agreement of the prime contractor.
§ 9—4.5009 Fees.

No fee will be charged an AEC 
contractor for a statutory indemnity 
agreement.
§ 9—4.5010 Financial protection require­

ments.
(a) AEC contractors with whom 

statutory indemnity agreements under 
the authority of section 170d of the Act 
are executed will not normally be re­
quired or permitted to furnish financial 
protection by purchase of insurance to 
cover public liability for nuclear inci­
dents, except (1) that AEC contractors 
now covered by insurance against such 
liability, with the approval of the AEC 
may continue to carry such insurance, 
and (2) with the approval of the Con­
troller, contractors engaged in the 
operation of AEC facilities may be re­
quired or permitted to furnish financial 
protection in an amount not to exceed 
$1 million.

(b) If nuclear liability insurance is 
carried by a contractor who is an AEC 
licensee, the AEC will pay an equitable 
portion of the insurance premium under 
its contract (or would include such an 
item in the calculation of a fixed price), 
but normally a statutory indemnity 
agreement would not be granted under 
the contract.
§ 9—4.5011 General contract authority 

indemnity.
(a) The AEC has general contract 

authority to enter into indemnity agree­
ments with its contractors. Under such 
authority a certain measure of protec­
tion is extended to the AEC contractor 
against risk of liability, but the assump­
tion of liability by the AEC will be ex­
pressly subject to the availability of ap­
propriated funds. Prior to enactment of 
section 170 of the Atomic Energy Act of

1954, as amended, this authority was 
exercised in a number of AEC contracts 
and this type of indemnification remains 
in some AEC contracts.

(b.) It is the policy of the AEC, subse­
quent to the enactment of section 170, 
to restrict indemnity agreements with 
AEC contractors, with respect to pro­
tection against public liability for a 
nuclear incident, to the statutory in­
demnity provided under section 170. 
However, it is recognized that circum­
stances may exist under which an AEC 
contractor may be exposed to a risk of 
public liability for a nuclear occurrence 
which would not be covered by the statu­
tory indemnity.

(c) While it is normally AEC policy to 
require its contractors to obtain insur­
ance coverage against public liability for 
nonnuclear risks, there may be circum­
stances in which a contractual indemnity 
may be warranted to protect an AEC 
contractor against liability for uninsured 
nonnuclear risks.

(d) If circumstances as mentioned in 
paragraph (b) or (c) of this section do 
arise, it shall be the responsibility of the 
Manager of a Field Office to submit to 
the Assistant General Manager for Oper­
ations for his review and decision all 
pertinent Information concerning the 
need for or desirability of providing a 
general authority indemnity to an AEC 
contractor.

(e) Where the indemnified risk is non­
nuclear, the amount of general authority 
indemnity extended to a fixed-price con­
tractor should normally have a maxi­
mum obligation equivalent to the amount 
of insurance that the contractor usually 
carries to cover such risks in his other 
commercial operations or, if the risk in­
volved is dissimilar to those normally 
encountered by the contractor, the 
amount that he otherwise would have 
reasonably procured to insure this con- 
trdiCt risk

(f ) In the event that an AEC con­
tractor has been extended both a statu­
tory indemnity and a general authority 
indemnity, the general authority in­
demnity will not apply to the extent that 
tiie statutory indemnity applies.

(g) The provisions of this subsection 
do not restrict or affect the policy o f the 
AEC to reimburse its cost-type con­
tractors for the allowable cost of losses 
and expenses incurred in the perform ­
ance of the contract work, within the 
maximum amount of the contract obli­
gation. See §§ 9-7.5006-9, 9-7.5006-10, 
and 9-7.5006-12.
Subpart 9-4.51— Research Agree­

ments and Contracts With Educa­
tional Institutions

§ 9—4.5100 Scope o f subpart.
This subpart sets forth policies and 

procedures applicable to the negotiate 
and administration of W ashington- 
designated special research suppo _ 
agreements and cost-type contracts t 
off-site basic research with education 
institutions. To the extent apphcame, 
these policies and procedures should a »
be followed for Washington-designate«
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contracts for off-site applied research 
with educational institutions, for Field 
Office contracts for off-site research with 
educational institutions, f  or basic or ap­
plied research with other “not-for- 
profit” institutions, and for educational 
and training activities with educational 
or other “not-for-profit" institutions. 
The policy of ABC reimbursing only 
AEC’s share of actual costs up to a ceil­
ing should be reflected in all AEC con­
tracts with educational institutions.
§ 9-4.5101 Definitions.

(a) The term “Washington-desig­
nated contract” as used hereafter in this 
subpart means a special research sup­
port agreement or a cost-type contract 
which results from an authorization to 
an AEC Field Office from an AEC Head­
quarters Division or Office to enter into 
or continue such a contract on the basis 
of an approved research proposal.

(b) The term “contractor” means the 
educational or not-for-profit institution 
which enters into an agreement or con­
tract with the Atomic Energy Commis­
sion for the performance of specified 
research.

(c) The term “research proposal” 
means a request by an institution for 
AEC support of a research project, to­
gether with a detailed description of the 
project and its relationship to the atomic 
energy program, and detailed informa­
tion as to background and experience of 
principal investigators, facilities, and en­
vironment of the Institution, and cost 
and cost-sharing arrangements, if any.
§ 9—4.5102 General.

The Atomic Energy Commission by 
statute is permitted to participate only 
in programs of research that are related 
to atomic energy.
§ 9-4.5103 Research program objec­

tives,

(a) Under section 31a of the Atomic 
Energy Act of 1954, the AEC is directed 
to exercise its powers in such manner as 
to insure the continued conduct of re- 
sê rch and training activities and to 
assist in the acquisition of an ever- 
expanding fund of theoretical and prac­
tical knowledge in the following fields: 

(1) Nuclear processes;
(2) The theory and production 

atomic energy, including processes, m 
trials, and devices related to su 
Production;

(3) Utilization of special nuclear m 
tenal and radioactive material f 
medical, biological, agricultural, heali 
or military purposes:

“  Utilization of special nuclear ma- 
met ’• atomic energy, radioactive 

a tenal, and processes for other pur- 
deluding industrial uses, the 

g neratiMi of usable energy, and the 
the practical value of 

¿52*“on or Production facilities for in- 
“trial or commercial purposes;
(51 The protection of health and the

safety during research and 
Production activities.

§ 9—4.5104 Contract objectives.
(a ) Washington-designated research 

contracts are entered into by negotiation 
(as distinguished from formal advertis­
ing) under the authority of section 31c 
of the Atomic Energy Act of 1954 and 
section 302(c) (5) of the Federal Prop­
erty and Administrative Services Act of 
1949. In planning, negotiating, and ad­
ministering such contracts, the objec­
tives of AEC are to:

(1) Assure a continuing flow of new 
knowledge in fields related to the re­
sponsibilities of the AEC;

(2) Respect the traditions of the con­
tracting institution and encourage the 
quest for new knowledge without restric­
tions on scientific initiative, to the extent 
compatible with the laws and the pro­
tection of the public interest;

(3) Provide reasonable levels of sup­
port which will increase the national 
capability in nuclear energy fields" and 
enable the contracting institution to 
strengthen its research programs in 
areas of interest to AEC;

(4) Maintain effective contact with the 
scientific community so that:

(i) Scientists and students will be en­
couraged to expand their interests in 
fields of importance to the AEC program;

(ii) The scientific strength of the 
country can be brought to bear more 
effectively on AEC problems;

(iii) The AEC will be continuously 
aware of developments of value to its 
activities in the academic communities; 
and

(iv) An adequate supply of suitably 
trained scientists will be available for 
employment within the atomic energy 
program.

(b) The contractor is responsible for 
conducting the research and is expected 
to carry out the project or projects in a 
manner consistent with agreed-upon 
contract objectives and requirements; 
these include the obligation to comply 
with applicable laws and regulations, in­
cluding the AEC’s regulatory require­
ments. The contractor is generally ex­
pected to follow its normal business 
practices and to utilize its existing ac­
counting system.
§ 9—4.5105 Submission of research pro­

posals.
(a ) Proposals for AEC assistance are 

usually initiated by scientists interested 
in doing the’ research. In some oases, 
however, the AEC may request investi­
gators to undertake research of particu­
lar interest to the AEC. Prior to 
submitting a proposal, the interested 
scientist may discuss the project in­
formally, either by letter, telephone, or 
personal visit with a member of the AEC 
Headquarters Program Division that has 
the greatest interest in the work. Also, 
following an informal discussion, a for­
mal proposal may be requested. The pro­
posal should be submitted to the appro­
priate AEC Headquarters Program 
Division and should indicate:,—

(1) Identity and background of the 
project;

(2) Objective of the investigation;
(3) Approximate types and number of 

personnel who would be utilized, and an 
approximation of the time to be devoted 
to the project work;

(4) Facilities, equipment, and other 
wherewithal to be used;

(5) Amount of money sought from 
AEC which, together with the institu­
tion’s contributions (if any), would en­
able the work to be performed; and

(6) Whether the institution wishes to 
establish stipulated s a l a r y  support 
amounts as the bases for charges for 
personal services of any professorial staff 
members to be utilized on the project. 
If the institution wishes to establish 
such stipulated salary support amounts, 
the proposal should include the following 
information for each professorial staff 
member involved:

(i) Academic year salary;
(ii) Other research projects or pro­

posals for which salary is allocated; and
(iii) Any other duties, such as teach­

ing assignments, administrative assign­
ments, supervision of graduate students, 
or other institutional activities.

(b) Each formal proposal shall be 
prepared in the manner and form out­
lined in the “Guide for the Submission 
of Research Proposals,” copies of which 
may be obtained from the U.S. Atomic 
Energy Commission, Washington, D.C. 
20545. Preliminary inquiries regarding 
support should be referred to the appro­
priate AEC Headquarters Division. (See 
§ 9-4.5101 (a ).)
§ 9—4.5106 Selection, preparation, and 

award o f research contracts.
§ 9-4.5106-1 General.

In order to maintain a comprehensive 
and well-integrated research program, 
AEC evaluation of research proposals and 
selection of educational institutions to 
conduct scientific research is centralized 
in AEC Headquarters. However, AEC 
Field Offices in close proximity to the 
contractor are assigned responsibility for 
handling the final contract arrange­
ments and nontechnical administration 
of such contracts.
§ 9—4.5106—2 Responsibilities.

(a ) Headquarters Program Divisions. 
The AEC Headquarters Program Divi­
sions interested in the particular re­
search are responsible for evaluating the 
technical aspects of proposals and the 
amount of requested support. Such divi­
sions also review the prospective con­
tractor’s cost and other estimates to 
determine the reasonableness, the pro­
priety, the advisability of proceeding 
with the project, as proposed or as the 
proposal may in effect be amended. Spe­
cifically, Directors of AEC Headquarters 
Divisions are responsible for:

(1) Selecting and approving research 
proposals and determining the amount 
of AEC support;

(2) Reviewing the items in the pro­
posal budget or itemized account of the 
proposed work, and, if necessary, the as­
sistance of the appropriate AEC Field 
Office may be requested;
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(3) Determining the ownership of 

property;
(4 ) Reviewing and following the tech­

nical progress of the work;
(5) Providing contractors with the 

technical guidance and direction as may 
be required to meet broad program ob­
jectives; and

(6) Keeping the AEC Field Offices 
fully informed of technical correspond­
ence and discussions with contractors 
that may have contractual or nontech­
nical administrative implications.

Cb) Field Offices. AEC Field Offices are 
responsible for the consumation of con­
tracts with the specified institution in 
accordance with directives from AEC 
Headquarters Program Divisions, and 
administering and making payments un­
der such contracts. Specifically, Man­
agers of AEC Field Offices are responsible 
for:

(1) Finalizing and executing the con­
tract (where necessary, obtaining further 
instructions from the AEC Headquarters 
Program Division)

(2) Administering the contracts in ac­
cordance with their terms and conditions 
and making payments thereunder;

(3) Providing technical and adminis­
trative assistance requested by AEC 
Headquarters Division Directors.
§ 9—4.5106—3 Review of research pro­

posals.
(a ) Use of consultants. If, in the judg­

ment of the AEC Headquarters Program 
Division, an appraisal from representa­
tives of the scientific community is re­
quired, reviewers may be selected on the 
basis of their familiarity with either the 
field of research or the competence of the 
investigator.

(b) Field participation in proposal 
evaluation. Occasionally, the AEC Head­
quarters Program Division may find it 
necessary in considering research pro­
posals to obtain additional information 
from the research institution or to visit 
the site. In some cases, the comments, 
assistance, or participation of staff mem­
bers of the appropriate AEC Field Office 
will be requested.

(c) Review of major elements. At the 
time it reviews a research proposal, the 
sponsoring AEC Headquarters Program 
Division shall review the prospective con­
tractor’s budget or itemized account of 
the proposed work and activities and the 
materials, equipment, and facilities in­
volved, for the purpose of reaching mu­
tual understanding of the estimated cost 
of the research to be contracted for and 
the other major aspects of the contract 
in contemplation. Questions about the 
cost elements that require further inves­
tigation may be referred to the appro­
priate AEC Field Office when the con­
tract is authorized.
§ 9—4.5106—3a Compensation for per­

sonal services of professional staff.
/ (a ) In accordance with section B.7 
and section J.7 of BoB Circular No. A-21, 
the proposing institution and the AEC 
must reach an understanding regarding 
the basis for charges to the AEC under 
the contract for personal services of pro­

fessional staff members. It is AEC policy 
to use the payroll distribution procedure 
of section J.7.b as the basis for charges 
for personal services of all nonprofes- 
sorial professional staff, and also for 
professorial staff in those cases in which 
it is not feasible to establish a stipulated 
salary support amount during the pro­
posal and award process because detailed 
plans or knowledge of specific positions 
or individuals are not available.

(b) In those cases in which the pro­
posing institution and the AEC agree to 
use a stipulated salary support amount as 
the basis for charges for personal services 
of a specified professorial staff member, 
the sponsoring AEC Headquarters Divi­
sion shall either:

(1) Establish an appropriate stipu­
lated salary support amount in accord­
ance with the guidelines of BoB Circular 
No. A-21 and provide guidance to the 
Field Office regarding the amount of 
such individual stipulated salary sup­
port, or

(2) Request the Field Office to estab­
lish an appropriate stipulated salary sup­
port amount in accordance with the 
guidelines of BoB Circular No. A-21 and 
within any limitations established by 
the sponsoring Headquarters Division.
In establishing appropriate stipulated 
salary support amounts, it will be neces­
sary for the AEC Headquarters Division 
or Field Office to obtain information on 
the academic year salary^ of the faculty 
members involved; the other research 
projects or proposals for which salary 
is allocated; and any other duties they 
may have, such as teaching assignments, 
administrative assignments, supervision 
of graduate students, or other institu­
tional activities.

(c) The established stipulated salary 
support amount shall be provided for in 
the contract and shall be the basis for 
charges for personal services of the spec­
ified staff member unless there is a sig­
nificant change in performance by the 
staff member (see section J.7.C of BoB 
Circular No. A-21 for examples of a “sig­
nificant change”) ; if a significant 
change in performance occurs, the insti­
tution has the responsibility under BoB 
Circular No. A-21 to either:

(1) Reduce the charges to the con­
tract proportionately, or

(2) Request an appropriate amend­
ment of the contract to reflect the 
change in performance.
The contract should provide that if the 
alternative in subparagraph (1) of this 
paragraph is followed, the contractor 
shall notify the Commission of such re­
duction, with an explanation of the basis 
of such reduction. In accordance with 
section J.7.c of BoB Circular No. A-21, 
special provision must be made in the 
contract if summer, salaries are to be 
paid lander the stipulated' salary support 
procedure; the contract should provide 
specifically for any stipulated salary sup­
port amount for summer salaries and 
provide that any research covered by 
stipulated summer salary support must 
be carried out during the summer, not 
during the academic year, and at loca­

tions approved in advance by the 
Commission.

(d ) If after the award of a contract 
the contractor wishes to charge the AEC 
for the personal services of a professorial 
staff member for whom a stipulated 
salary support amount has not been 
established in the contract, the con­
tractor shall use the payroll distribu­
tion procedure of section J.7.b of BoB 
Circular A-21 as the basis for such 
charges, except as the parties may other­
wise mutually agree in writing.

(e) The stipulated salary support pro­
cedure shall not be used as a basis for 
establishing the amount of a contractor’s 
contribution to the research work. In 
those cases in which the contractor is 
required to maintain records in support 
of a contribution of the cost of profes­
sorial staff, the payroll distribution pro­
cedure of section J.7.b of BoB Circular 
A-21 should be used.

(f) The certification required by Ap­
pendix C of § 9-16.5002-8 fulfills the cer­
tification requirement of section K of 
BoB Circular No. A-21, for the special 
research support agreement. In cost-type 
contracts (§ 9-16.5002-9) the payments 
article should provide for appropriate 
certification by the contractor, on pay­
ment invoices or vouchers, to meet the 
requirements of section K.
§ 9—4.5106—4 Notice o f selection or re­

jection.
The proposer shall be notified by the 

AEC Headquarters Program Division of 
the decision to support or reject the pro­
posal. In the event of approval, this noti­
fication shall advise: (a) That the pro­
posal has been selected for support 
subject to completion of a satisfactory 
contract, (b) which AEC Field Office will 
negotiate and execute the contract, and
(c) that the AEC assumes no obligation 
until a contract has been executed; A 
copy of the notice of approval or rejec­
tion shall be sent to the AEC Field Office 
concerned.
§9-4.5106-5 Selection of AEC Field 

Office.
When the AEC Headquarters Program 

Division has determined that a proposal 
will receive AEC support, an appropriate 
AEC Field Office will be requested to 
make the final contract arrangements 
with the institution concerned. Usually 
the AEC Field Office geographically near­
est to the research institution will be se­
lected, but occasionally other factors 
such as existing contractual relation­
ships, will make the selection of some 
other AEC Field Office desirable.
§ 9—4.5106—6 Information to he 

nished to Managers of AEC * ie 
Offices.

The sponsoring AEC Headquarters 
Program Division shall provide the ap­
propriate AEC Field Office with an au­
thorizing directive early enough ûsU. ^  
4 weeks) to permit timely consummate 
of the contract before the work isiscnea- 
uled to start. The following shall w 
furnished :

(a ) A  copy of the detailed propo 
and any modifications;
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(b) Copies of correspondence with the 
research institution that are pertinent 
to thè completion of the contract nego­
tiation or that have some specific signifi­
cance as to the preliminary review or 
arrangements made with the institu­
tion; and

(c) An authorizing directive (gener­
ally Form AEC-481, “Contract Author­
ization”) which:

(1) Authorizes the execution of a spe­
cific type of contract for a specified term, 
with AEC support limited to a specified 
amount or a specified percentage of costs- 
up to a specified Support Ceiling;

(2) Summarizes the background of 
the proposal and any pertinent discus­
sion not reflected in the papers attached 
to the memorandum;

(3) Indicates the extent to which the 
scope of the work proposed has been 
approved;

(4) Indicates the principal investiga­
tor and other necessary details ;

(5) Indicates the total estimated cost
of the research and other major aspects 
of the contract, by reference to the pro­
posal or otherwise ; *

(6) Indicates whether title to prop­
erty to be acquired under the contract 
is to be vested in the AEC or the 
contractor;

(7) Indicates whether restricted data 
is likely to be used or developed in the 
course of the work and such classifica­
tion and security determination as may 
be appropriate;

(8) Indicates directions for special re­
ports, if any;

(9) Gives such additional information 
as may assist the Field Office in the 
finalization of the contract; and

(10) Designates the appropriate or­
ganizational unit of AEC Headquarters 
Program Division and individual that will 
have technical cognizance over the work 
under the contract.
§ 9-4.5106—7 Changes in scope and 

level.

After a contract has been authorized 
by the AEC Headquarters Program Divi- 
aon, and prior to execution of a contract, 
the Field Office shall not approve any 
significant change in technical scope, 

specified result, performance, 
Principal investigator, or other major as­
pect of the work without AEC Headquar­
ters Program Division prior approval.
§ 9—4.5106—8 Notification o f contract 

execution.
Promptly after execution of a contract, 

“ 5 aPPf0priate AEC Headquarters Pro­
gram Division should be notified of such 
action.

§ 9—4.5107 Standard contract forms.
 ̂̂ “4*5107—1 General.

f-P11® 1*68 of standard contract forms 
ftnaSpe<ila  ̂research support agreements 
w  +°ii~tyPe contracts with educational 
fnrir?tlons’ ôr research performed in 
trait es.owned or controlled by the con- 

tor (as distinguished from Govern­
ment-owned or Government-controlled 
acihttes), are set forth in §§ 9-16.5002-8 

9-16.5002-9, respectively. It is in­

tended to provide through these docu­
ments a vehicle by which research tasks 
can be accomplished with a minimum of 
administrative effort. It is therefore im­
portant that such contracts be written in 
such a manner as to assure the complete 
understanding of the parties as to the 
job to be performed and the financial and 
administrative details connected there­
with. Of special consideration is the na­
ture of research contracting in contrast 
to the procurement of supplies or activi­
ties of a production nature. It is recog­
nized that wide research latitude in the 
conduct of research by the institutions 
is generally desirable and the standard 
contract forms were designed to permit 
such latitude in the overall establishment 
of the rights and obligations of the 
parties.
§ 9—4.5107—2 Special research support 

agreements.
(a ) The special research support 

agreement outlined in § 9-16.5002-8, is 
generally used for basic research with 
educational institutions when the an­
nual AEC support under the agreement 
does not exceed $250,000. It provides that 
AEC’s monetary obligation will be a 
specified amount, which is referred to as 
the Support Ceiling, or a lower adjusted 
amount (referred to as the Cumulative 
Support Cost) if actual costs chargeable 
to the AEC during the total period of the 
contract are less than expected. The 
ceiling on AEC’s monetary support will 
be determined and established as a Sup­
port Ceiling at the outset of the initial 
contract period, generally an annual 
period; the initial Support Ceiling will be 
the amount of AEC support made avail­
able in connection with the initial con­
tract period. In the event the AEC and 
the Contractor agree to extend the con­
tract for an additional period or periods 
of performance, the ceiling on AEC’s 
monetary support (Support Ceiling) 
would be increased" to reflect any in­
creased support by reason of the ex­
tended period or periods. The costs 
chargeable to the AEC (Support Cost) 
will be reported for each pertinent period 
of the contract specified in Appendix A  
(generally an annual period) in ac­
cordance with paragraphs (b) and (c) 
of this section, and the Support Cost 
determined for each such contract period 
will be accumulated for all periods of 
contract performance, as will the Sup­
port Ceiling. The monetary obligation of 
the AEC to the Contractor will not exceed 
the Cumulative Support Cost or the ac­
cumulated Support Ceiling, whichever is 
less. Upon termination, or expiration of 
the total period of performance, the 
Contractor will refund to the AEC, -or 
make such other disposition as the AEC 
may direct, any funds advanced by the 
AEC to the Contractor in excess of the 
Cumulative Support Cost incurred under 
the contract. Payment shall be made in 
consideration for the Contractor’s per­
formance of research activities described 
in the contract and in accordance with 
the provisions of the contract. The 
Contractor shall have the right to 
discontinue performance of research 
under the contract, upon written notice

to the AEC, at any time when or after the 
total costs chargeable to the AEC equal 
or exceed the Support Ceiling. Certain 
deviations in performance and other ac­
tions require AEC approval as stated in 
§ 9-4.5112-5; among other approval re­
quirements, the Contractor must obtain 
AEC’s approval to incur costs for items 
set forth in Article A -I I (a ),  during the 
pertinent contract period stated in Ap­
pendix A, in excess of 110 percent of the 
total estimated cost specified in Article 
A -m  for the specified contract period. 
In those cases in which there is to be 
proportionate sharing of costs, the per­
cent of the cost to be borne by the AEC 
will be set forth in Article A -H I of the 
contract (see par. (c ) of this section).

(b) The Contractor will be required to 
furnish a certified statement (within 3 
months after the expiration of the per­
tinent contract period set forth in Ap­
pendix A— and at the termination or ex­
piration of the contract) signed by the 
principal investigator and an official of 
the institution showing the Support Cost 
(see definition of “Support Cost” in 
§ 9-16.5002-8, Article B -X X V H ) of the 
project during the prior contract period. 
The statement should follow the format 
of Appendix C of the contract and pro­
vide a basis for comparison with the ap­
proved budget as provided in Appendix 
A  of the contract.

(c) It is expected that in many cases 
the Contractor will propose to contribute 
to the cost of the research work. Such 
proposed contribution shall be set forth 
in Appendix A  of the contract, either (1) 
as items under (b ) or (c) of Article A -II  
which will be contributed solely by the 
Contractor without charge to the AEC, 
or (2) as a proportionate cost-sharing 
agreement in Article A -H I which will 
provide that the Contractor will charge 
AEC only a specified percentage of the 
actual cost incurred for items under (a ) 
of Article A -n . Proposed Contractor 
contributions should ordinarily be listed 
under (b )(1 ) of Article A -II  when (1) 
the contribution is the principal investi­
gator or other senior personnel who are 
likely to be involved in the research work 
to the same extent whether their cost 
is included in or excluded from propor­
tionate cost-sharing, (2) the proposed 
contribution to the work is being paid for 
by a third party, e.g., personnel or equip­
ment the cost of which is being reim­
bursed under another contract or grant 
from public or private sources, and (3) 
the proposed contribution does not in­
volve any cash expenditure by the Con­
tractor. Only those items, the cost of 
which are to be charged to the AEC or 
proportionately shared by the parties, 
should be listed under Article A -H (a ).  
Proportionate sharing of the cost of items 
under Article A -H (a ) should be pro­
vided for only when the Contractor 
agrees to pay a specified percentage of 
the cost of all such items, and when such 
sharing is expected to be of financial 
benefit to the AEC. In those cases in 
which there is to be proportionate cost­
sharing, the Contractor should generally 
be encouraged to continue the same 
sharing ratio throughout the life of the
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contract so as to provide for ease of 
administration and to avoid difaculties 
in determining proper charges to the 
AEC. When the contract provides for 
proportionate cost-sharing, it should be 
understood that the AEC will pay only 
the specified percentage of the actual 
cost of items under Article A -i l (a )  in­
curred during the pertinent contract 
period specified in Appendix A, up to a 
maximum of 110 percent-of the esti­
mated Support Cost set forth in Article 
A -m  for the pertinent contract period 
unless otherwise specifically approved by 
the AEC, and subject to the Support 
Ceiling set forth in Article in.

(d) If the Contractor proposes to con­
tribute the cost of the principal investi­
gator (s) on the project and requests that 
the contribution be excluded from A -  
11(b), the contributed time or effort 
should be shown in A -II (c ). In any 
event, Article A -I  should include a 
statement regarding the approximate 
percentage of time or effort that the 
principal investigator(s) expects to de­
vote to the contract work. If the principal 
investigator(s) is included under A -  
n (c ),  the Contractor would not be re­
quired to maintain records regarding the 
amount of effort contributed by the 
principal investigator, and the Contrac­
tor would not be required to certify in 
accordance with Appendix C of the con­
tract regarding the amount of effort con­
tributed by the principal investigator. 
The principal investigator may be in­
cluded in Article A -II (a ) for purposes 
of obtaining AEC reimbursement of his 
costs during the summer months, and 
excluded from Article A -II(a )' for the 
academic year if the Contractor proposes 
to contribute the costs for that period. 
The contract generally will not require 
the Contractor’s commitment that any 
particular amount of time or effort by 
the principal investigator (s) or other 
personnel will be devoted to the work un­
der the contract. In the event a proposed 
Contractor contribution is included in 
Article A -n (b ) ( l ) ,  the contract should 
reflect the nature and extent of the Con­
tractor’s intent to contribute the item, 
and the Contractor shall maintain rec­
ords adequate to permit the AEC to 
determine the extent of the contribution. 
The Contractor shall certify, in accord­
ance with Appendix C of the contract, the 
extent to which the item or items under 
Article A - I I (b ) ( l )  have been contrib­
uted. Government-owned property to be 
procured, fabricated, or furnished under 
Article V or Article B -IX  of the contract 
and other Government-furnished equip­
ment, supplies, materials, or services 
should be excluded from Article A -II (a ) 
and listed under Article A -I I (b )(2 ).  If 
items of Government-owned equipment 
are to be furnished to a Contractor by 
the Government, with title to be vested 
in the Contractor, the Consideration ar­
ticle (Article H I) should be modified to 
provide that the items of equipment are 
being provided in consideration of the 
Contractor providing a specified con­
tribution to the cost of the work, and 
the specified Contractor’s contribution 
should be listed under A -II (b ) (1).

RULES AND REGULATIONS
(e) If the special research support 

agreement outlined in § 9-16.5002-8 is to 
be used for not-for-profit organizations 
other than educational institutions, Arti­
cle B-XXVII, Determination of Support 
Cost, should be revised to provide that 
the AEC’s commercial cost principles 
(Subpart 9-15.50) will be used in deter­
mining actual cost, or the contract pro­
visions may be revised at the direction 
of the cognizant AEC Headquarters Divi­
sion or Office to provide for a lump-sum 
payment to the Contractor in considera­
tion for its performance of particular re­
search at a specified level of effort. The 
special research support agreement out­
lined in § 9-16.5002-8 may also be used 
for supporting research at educational 
institutions in foreign countries; how­
ever, at the discretion of the cognizant 
AEC Headquarters Division of Office or 
Field Office, the outline of § 9-16.5002-8 
may be revised to provide for a lump-sum 
payment to the foreign institution in con­
sideration for its performance of particu­
lar research at a specified level of effort, 
and to limit approval requirements to 
those considered consistent with the na­
ture of the support to the foreign Insti­
tution. All such agreements with foreign 
institutions should provide that^any un­
used AEC funds available to the foreign 
institution at the end of the contract 
term shall be used in a renewal period of 
the contract, returned to the AEC, or 
otherwise disposed of, in accordance with 
AEC instructions.
§ 9—4.5107—3 Cost-type contract.

The standard cost-type contract for 
research by educational institutions, out­
lined in § 9-16.5002-9, is generally used 
when the annual AEC support under a 
contract exceeds $250,000, or when the 
cost of the project cannot be estimated 
in advance with reasonable accuracy. In 
many cases the contractor shares in the 
cost of the work conducted under the 
contract, although this is not a prerequi­
site for AEC support (see Article H I of 
§ 9-16.5002-9). The contract provides for 
reimbursement to the contractor of al­
lowable costs incurred, within a specified 
ceiling, for performance of the research 
in accordance with the provisions of the 
contract. Allowable costs are determined 
in accordance with Bureau of the Budget 
Circular A-21, FPR Subpart 1-15.3, and 
§ 9-15.103. (For cost-type contracts with 
not-for-profit institutions other than ed­
ucational institutions, reimbursement of 
costs is in accordance with the applicable 
AEC commercial cost principles.) Cer­
tain deviations in performance and other 
actions under the contract require AEC 
approval as specified in the contract. 
Such approval requirements will be in 
accordance with § 9-4.5112-5.
§ 9—4.5108 Ownership o f properly.

(a ) Pursuant to Public Law 85-934, 
title to equipment purchased or fabri­
cated with funds provided by AEC under 
contracts for the conduct of basic or 
applied scientific research at nonprofit 
institutions of higher education or at 
nonprofit organizations whose primary 
purpose is the conduct of scientific re­

search where it is deemed to be in fur­
therance of the objectives of AEC, may 
be vested in the contractor.

(b) In addition to the authority re­
ferred to in paragraph (a) of this section, 
title to items of equipment and other per­
sonal property acquired by the contractor 
performing research may also be vested 
in the contractor as part of the contract 
arrangement, when considered appro­
priate from the point of view of legal 
considerations and the best interest of 
the Government.
§ 9—4.5109 Reporting requirements.
§ 9—4.5109—1 Purpose of reports.

Research reports from contractors are 
necessary to provide AEC, jand, where 
appropriate, the public, with a record 
showing the progress achieved under 
projects receiving AEC support. In many 
instances, the research reports are of 
value in making information available 
to scientists working on closely allied 
problems,
§ 9—4.5109—2 Summary— 200 words.

Immediately after a contract is nego­
tiated, a summary of approximately 200 
words (SIE form) covering the purpose 
and scope of the project should be sent 
by the contractor to the appropriate AEC 
Field Office. In connection with each 
renewal proposal, the 200-word summary 
should be revised to include the signifi­
cant results and conclusions of the for­
mer years’ work and a statement of the 
scope and objectives of the following 
year.
§ 9—4.5109—3 Progress reports.

Progress reports should briefly describe 
the scope of the investigations under­
taken and the significant results ob­
tained. They should also explain any sig­
nificant differences between the actual
level of activity (expressed in  the various
categories of man months, facilities pro­
cured, travel performed, etc.) and that 
contemplated in the contract.
§ 9—4.5109—4 Technical reports.

Technical reports and articles prepared 
for publication during the period covered 
should be listed with bibliographic refer­
ences. Reprints or preprints of all such 
material should be appended and mate­
rial contained in them need not be du­
plicated in the report.
§ 9—4.5109—5 Special reports.

Special reports or additional progress, 
status, or topical reports may be re­
quested when needed by the appropriate 
AEC Headquarters Program Division o 
AEC Field Office or may be submittedas 
deemed necessary by the contractor. * 
example, brief status reports may be t - 
quested when developments are of 
mediate interest or when a signinca 
point in the investigation has be 
reached,
§ 9—4.5109—6 Final report.

A final report summarizing the entire 
investigation shall be required 
contractor upon expiration of each - 
tract. Satisfactory completion of a c , 
tract will be contingent upon the re
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of this report. The final report should 
follow the outline agreed upon for prog­
ress reports or, when a project has ex­
tended over a long period of time, the 
final report may refer to previously sub­
mitted technical reports for details and 
may be a Synopsis of the entire project. 
Manuscripts prepared for publication 
should be appended.
§ 9-4.5109—7 Equipment report.

(a) An equipment report itemizing 
equipment having an anticipated service 
life of 1 year or more and an acquisition 
cost in excess of $100, either purchased 
or fabricated, when title to such equip­
ment is vested in the contractor, shall be 
furnished by the contractor immediately 
following the expiration of the contract 
year, in accordance with Article B -X X I  
of the special research support agreement 
set forth in § 9-16.5002-8 (omit any item 
covered by Article V, Government Prop­
erty, of this contract), and in accordance 
with the requirements of Appendix A -III  
of the cost-type contract set forth in § 9- 
16.5002-9. Where the cost of individual 
pieces of equipment exceeds $1,000, they 
shall be listed individually. Where indi­
vidual items cost between $100 and $1,000, 
they shall also be listed individually to 
the extent practicable, or grouped in gen­
eral categories, such as “electronics 
equipment” or “six motors,” with the 
total dollar amount of such category. The 
cost of purchased items shall be deter­
mined by the actual invoice cost of such 
items, but the cost of fabricated items 
may be established by engineering es­
timates.

(b) In order to satisfy the require­
ments of the Grant Act (Public Law 
85-934), Managers of Field Offices shall 
forward to the Director, Division of Con­
tracts, not later than March 15 of each 
year, the original and one copy of each 
equipment report referred to in para­
graph (a) of this section, identifying 
each item purchased with AEC funds and 
titled in the contractor under the Grant 
Act, submitted by contractors for the 
preceding calendar year.
§ 9-4.5109—8 Summary and distribution 

of reports.

A table summarizing the various types 
i reports, time for submission, numbei 

m copies and distribution is set fortt 
ren + 'rile distribution and schedule ol 
reports shall be as prescribed in this ta- 
„i(; ’,uniess the authorizing program divi- 

n specifies otherwise. Frequently, ar 
mmual progress report and a 200-worc 
r~™la£y are sufficient for fundamental 

search, but additional reporting may 
. ^mred in many cases. These reports 
miHP ê?arec* by the contractor and sub- 
uatea to the appropriate AEC Field Of- 
fipo u distribution. The AEC Field O f■ 
cnvJii transmit these reports with a 

memorandum indicating: (a ) 
mpnfJ AEC offlces receiving the docu- 
an, ’ *“) the name of the contractor 
nf c the contract number. Each copy 

e document should bear the con­
tact number.

D istribution and Schedule of Documents

Type When due Number 
of copies

Disposition of copies Remarks

At start of Initial con­
tract and each 
renewal period.

4 Field office (1) ; appro­
priate H Q  Division 
(3).

. Not later than 3 months 6 Field office (2) ; appro- Bind separately from
nor earlier than 6 priate H Q  Division annual progress
months before (4). report.
contract expires.

. With renewal proposal- - 7 Field office (2) ; appro­
priate H Q  Division 
(4); D T IE  (l).i

Bind separately from 
renewal proposal.

As deemed necessary by  
investigator or as 
specifically requested 
by  appropriate HQ  
Division.

n ____ do..... ..................... . Desired when signif- 
icant results develop 
or when work has 
direct programmatic 
impact.

. As soon as available____ 7 ____ do........ .................. - Form AEC-427 not 
required with D T IE  
copy.

When submitted to 7 .____ do.......- .................
journal.

When submitted to 
conference.

7 ....... do........................... . Abstracts will suffice 
if manuscript not 
available.

. When contract is 
completed.

6 Field office (2); appro­
priate H Q Division 
(2); D T IE  (1); »
H Q  Patent Br. (1).

scope and purpose 
(S.I.E. Form).

4. Other progress reports 
(brief topical reports, 
etc.).

6. Manuscripts of journal
articles.

7. Manuscripts of oral
presentations.

i D T IE  copies should be accompanied by one'copy of Form AEC-427 (except as noted above for Item 5, reprints) 
and should be sent to the contract administrator for transmittal to D T IE .

* Or as requested.

§ 9—4.5110 Dissemination of results. 
§ 9 —4.5110—1 Prompt dissemination.

Prompt dissemination of research 
results to the scientific community is en­
couraged. Publication in open literature 
is recognized as the normal and most 
desirable means for reporting the finding 
of unclassified fundamental research. 
Although the AEC reserves the right to 
utilize, and have others utilize, to the 
extent it deems appropriate, the reports 
resulting from research contracts, the 
AEC will attempt, to the maximum ex­
tent reasonably practicable and con­
sistent with the. Government’s best 
.interest, to permit the institutions and 
the authors to effect their own publica­
tion in established technical journals. 
(See Part 9-9 for copyright requirements 
which must be observed.)
§ 9—4.5110—2 Publication,

(a ) Contractors are urged to publish 
results through normal publication chan­
nels. As a further inducement, page 
charges or other printing assessments for 
publishing articles in recognized scien­
tific journals or any additional costs in­
curred in obtaining a limited supply of 
reprints of articles will be considered an 
appropriate budget item under contracts 
receiving AEC support where:

(1) The document reports work sup­
ported by the Government;

(2) The charges are levied impar­
tially on all research papers published by 
the journal, whether by non-Govem- 
ment or by Government authors;

(3) Payment of such charges is in no 
sense a condition for acceptance of 
manuscripts by the journal;

(4) The journals involved are not 
operated for profit;

(5) The author does not receive an 
emolument for the research paper.

(b) A  credit line should be included in 
any such publication to indicate that the

research has been supported, in whole or 
in part, by the AEC. A  patent check shall 
be made in advance of release to the pub­
lic of any material prepared for publica-r 
tion. Generally, however, in the case of 
most basic research projects, the princi­
pal investigator may publish without 
prior AEC approval, unless he determines 
that the material being released may dis­
close an invention. (See paragraph (b) 
in Appendix B -III  of § 9-16.5002-8 and 
Appendix B-6 of § 9-16.5002-9.)
§ 9—4.5111 Extension o f contracts. 
§ 9 —4.5111—1 Renewal of proposals.

(a) Where additional time, beyond the 
current expiration period, is required to 
continue or complete the work, the 
Contractor should submit six copies of a 
renewal proposal to the AEC Field Office 
that has administrative jurisdiction of 
the existing contract, not later than 3 
months nor earlier than 6 months before 
the date of expiration of the contract.

(b) The renewal proposal should out­
line and justify a proposed program and 
budget for the succeeding year, showing 
in detail the estimated cost of the proj­
ect, together with an indication of the 
items for which the Contractor is re­
questing AEC reimbursement or pro­
portionate cost-sharing, the percentage 
of any such costs to be shared by the 
Contractor, and any items to be contrib­
uted solely by the Contractor. It should 
include the same type of information as 
that required for initial proposals or 
reference this information to the extent 
contained in earlier proposals. Any con­
templated change in program or scope 
for the ensuing period should be justified 
and explained clearly, and the cost esti­
mates and other items should be based 
upon past experience. Any deviation from 
the contract during the current period 
requiring AEC approval as provided for 
in the contract, which has not received 
such AEC approval, should be explained
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in detail, and the AEC’s right to approve 
or disapprove shall be the same as for a 
request timely made by the Contractor.

(c) The renewal proposal should in­
clude a financial statement of the work 
under the current contract, including:

(1) Total project costs for the current 
period to date, indicating the amount 
chargeable to the AEC;

(2) An estimate of the total costs to be 
incurred during the remainder of the 
current contract period, indicating the 
amount chargeable to the AEC; and

(3) Under special research support 
agreements, the anticipated difference, if 
any, between the accumulated Support 
Cost at the end of the current contract 
period and the cumulative AEC Support 
Ceiling.
§ 9—4.5111—2 Evaluation of requests for 

renewals.
(a ) Requests for renewals are evalu­

ated by the appropriate AEC Head­
quarters Program Division in the light 
of:

(1) Progress report submitted by the 
Contractor;

(2) Research results published in sci­
entific media;

(3) Field visits to the research site 
by technical personnel;

(4) Contractor’s performance; and
(5) Availability of funds and relative 

importance of projects in relation to 
other proposed research.

(b) Requests for renewals generally 
follow the same process of review and 
evaluation of technical aspects and 
funding, preparation, and execution of 
the contract, and administration as a 
new project, although less use would 
normally be made of outside consultants. 
Contracts authorized by AEC Headquar­
ters Program Divisions shall not be ex­
tended for a new term or on an interim 
basis or modified in scope without 
specific prior authorization from the 
appropriate AEC Headquarters Program 
Division, except as provided in 
§ 9-4.5111-3.
§ 9—4.5111—3 Authorization to renew.

(a) When a determination has been 
made to extend a contract, the sponsor­
ing AEC Headquarters Program Divi­
sion shall provide the appropriate AEC 
Field Office with an authorizing directive 
early enough (usually about 4 weeks in 
advance of expiration) to permit an 
orderly completion of the extension 
agreement before the expiration date. 
The authorizing directive should include 
generally the same type of information 
provided in the authorization of a new 
contract, including pertinent informa­
tion concerning any changes in scope of 
work, level of funding, scheduled dates 
for completion of certain phases of work, 
target dates for submission of reports, 
etc.

(b) An authorization to renew a spe­
cial research support agreement shall 
also state the estimated total cost of 
items to be included under Article 
A -II (a ) of Appendix A  for the renewal 
period, the percentage of such costs to 
be reimbursed by the AEC, and the 
amount of new funds authorized to in­
crease the AEC Support Ceiling.
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(c) The AEC Field Office that has ad­

ministrative jurisdiction of an existing 
contract, may extend the term of an 
existing contract without authorization 
from the cognizant Headquarters Pro­
gram Division, provided that:

(1) Any such extension does not pro­
vide for an increase in the ABC’s mone­
tary obligation under the contract;

(2) That the scope of work is not re­
vised by such extension;

(3) That such extension is necessary 
to permit completion of the scope of 
work authorized by Headquarters, in­
cluding preparation of required reports; 
and

(4) That any such extension will not 
be for a period in excess of 90 days.
§ 9—4.5112 Administration.
§ 9—4.5112—1 Responsibilities o f AEC  

Headquarters Program Divisions.
(a) Technical representatives of AEC 

Headquarters Program Divisions will 
make, to the extent practicable, peri­
odic site visits, at least once each year 
on larger projects, and no less than once 
every 3 years on smaller projects. A  
written summary of the results of all 
visits will be prepared and filed promptly 
upon return to AEC Headquarters. 
Copies of such reports shall be forwarded 
to the appropriate AEC Field Office 
whenever they contain information of 
administrative Interest or other infor­
mation that the AEC Headquarters Pro­
gram Division determines is pertinent to 
the assigned responsibilities of the Field 
Office. These visits are for the purpose 
of:

(1) Determining that the research is 
being performed in accordance with the 
contract.

(2) Ascertaining that schedules are 
being met to insure timely'submission of 
interim and final reports.

(3) Determining whether the project 
has adequate facilities, equipment, and 
scientific, technical, and other person­
nel for the specified research.

(4) Ascertaining that any equipment 
requested for purchase is not reasonably 
available within the institution.

(5) Assisting the principal investiga­
tor to clarify specific technical aspects 
as work progresses.

(6) Exploring future budget require­
ments, but without making any commit­
ments either personal or on behalf of the 
AEC as to future funding level.

(7) Obtaining information regarding 
the status of work for administrative and 
technical purposes of the Program Divi­
sion sponsor.

(b) AEC Headquarters Program Divi­
sions will provide guidance to the AEC 
Field Offices in connection with:

(1) Any contractor requests for ap­
proval of proposed deviations or other 
actions requiring AEC approval which 
are brought to their attention by AEC 
Field Offices, or which have been brought 
to their attention through site visits, 
progress reports, or other contacts with 
the contractor;

(2) Increasing the obligational au­
thority under any special research sup­
port agreement or cost-type contract;

(3) [Reserved]

(4) Whether or not required contrac­
tor reports are satisfactory ; and

(5) The renewal or closeout of con­
tracts; instructions in this regard should 
be provided at least 4 weeks prior to the 
expiration date of a contract.
§ 9—4.5112—2 Responsibilities of AEC 

Field Offices.
AEC Field Offices are responsible for 

the following:
(a) Assisting AEC Headquarters Pro­

gram Divisions, as requested, in carrying 
out the f u n c t i o n s  set forth in 
§ 9-4.5112-1.

(b) Performing the necessary admin­
istrative functions required by the terms 
of the contract, and making payments 
in accordance with the contract.

-(c ) [Reserved]
(d) Bringing to the attention of the ap­

propriate AEC Headquarters Divisions:
(1) Any contractor requests for ap­

proval which are required by the 
contract;

(2) [Reserved]
(3) [Reserved]
(4) The upcoming expiration date of 

a contract whenever required instruc­
tions on renewal or closeout have not 
been received on a timely basis; and

(5) Any request by a contractor to re­
vise an established stipulated salary sup­
port amount, and any notification by a 
contractor that it is reducing the charges 
to the AEC under the stipulated salary 
support procedure (see §9-4.5106-3a(c)).

(e) Determining whether to use the 
Grant Act (P,L. 85-934) or the contrac­
tor’s contribution to the research as the 
authority for vesting title to equipment 
in the contractor when authorized to do 
so pursuant to § 9-4.5106-6(c) (6).
§ 9—4.5112—3 Payments under special 

research support agreements.
(a ) Payments will be made to contrac­

tors under a special research support 
agreement in accordance with the con­
tract provisions (see Article B-XI of 
§ 9-16.5002-8). The letter of credit pro­
cedure, as provided for by Treasury De­
partment Circular No. 1075, Revised, w 
February 13, 1967, will generally be used 
when the total of AEC contracts with 
advance financing at an institution pro­
vide for a continuing annual level oi 
support of $250,000 or more. When the 
total AEC contracts with advance financ- 
ing provide for an annual level of AEC 
support of less than $250,000, AEC win 
generally make advance payments cover­
ing the first 90 percent of the amoun 
of the estimated AEC Support Cost as 
set forth in Article A -IH  of the contract 
The Field Office may revise Article B -^  
of § 9-16.5002-8, regarding the taming 
and amounts of advance payments, in 
accordance with the following provisions. 
The advance payments may be made a 
times and in amounts determined by the 
Field Office, provided that no single p a y ­

ment will exceed 45 percent of the esw 
mated AEC Support Cost for the ^  
nent contract period except on the baas 
of a request from the Contractor evi 
dencing that a specified amount is re­
quired in connection with expenditu
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or commitments made under the con­
tract. The timing and amounts of pay­
ments should be determined on the basis 
of limiting the amount of advances to 
the extent feasible consistent with effec­
tive and efficient contract administration 
and performance of the research, for the 
purpose of slowing the rate of cash with­
drawals from the Treasury and thereby 
decreasing the financing costs to the Fed­
eral Government. In determining the 
timing and amounts of payments, con­
sideration should be given to funds al­
ready available to the Contractor, the 
expected expenditures under the con­
tract, any information from the Con­
tractor regarding the need for funds, and 
the administrative cost of additional 
payments.

(b) The final payment under both of 
the procedures referred to in paragraph
(a) of this section shall be made on the 
basis of determinations by the contract­
ing officer that; (1) the required reports 
are satisfactory, (2) that the research 
was performed in accordance with the 
provisions of the contract, and (3) that 
an additional payment is required to re­
imburse for all costs chargeable to the 
AEC. If necessary in making the deter­
minations, the contracting officer should 
obtain advice from the technical person­
nel of the AEC Headquarters Program 
Division based upon their visits to and 
other contacts with the research project 
during the contract period as well as 
their technical review of the report. It i£ 
expected that the annual progress and 
final reports and the Contractor’s certi­
fied cost statements will provide an ade­
quate basis for making the determina­
tions required by subparagraphs (2) and
(3) of this paragraph. If the determina­
tions cannot be made on the basis of a 
consideration of the reports, visits to and 
other contacts with the research project 
during the contract period, and the Con­
tractor’s certified statements, the con­
tracting officer may invoke the audit pro­
vision of the contract. In the event the 
contracting officer determines that the 
Contractor has not satisfied the contrac­
tual undertakings, appropriate steps 
shall be taken to protect the Govern­
ment’s interests.
§ 9-4.5112-4 Payments under cost-type 

contracts.
Payments for allowable costs incurred 

under cost-type contracts will be made 
m accordance with the provisions of the 
ontract. Payments will generally be 

rof u on % e basis of after-the-fact 
, mbursement of contractor costs upon 

omission by the contractor of an ap-
iv pnate monthly invoice or voucher. In
v ® even  ̂that it is determined that ad-

Payments to the contractor are 
PPdate* the letter of credit proce- 
. as provided for by Treasury Depart- 

ment Circular No. 1075, Revised, of 
ruary i3f 1967, may be used when the 

a • contracts at an institution
p ovidc for a continuing annual level of 

Port of $250,000 or more.

§ 9—4.5112—5 AEC approval o f devia­
tions in performance and other spec­
ified actions.

(а ) Contractors will be asked to in­
form the cognizant AEC Field Office as 
soon as possible of such contemplated de­
viations. and other actions which require 
AEC approval. Specific deviations and 
actions which will require such AEC ap­
proval under special research support 
agreements include the following:

(1) A  change of the principal investi­
gator, or continuation of the research 
work without direction by an approved 
principal investigator. The principal in­
vestigator may increase or decrease the 
amount of effort which he devotes to the 
project without obtaining Commission 
approval; however, the principal investi­
gator shall consult with the appropriate 
AEC Headquarters program representa­
tive if he plans to, or becomes aware that 
he will, devote substantially less effort 
to the work than anticipated in Article 
A-I. The purpose of such consultation 
will be to determine what effect, if any, 
the anticipated change will have on the 
research work;

(2) Acquisition of:
(i) An item of equipment which is not 

specifically itemized in the contract, if 
the acquisition cost is in excess of $1,000 
or 2 percent of the estimated cost speci­
fied in Article A -m  of the contract, 
whichever is greater, unless such equip­
ment is merely a different model of an 
item listed in the contract, or

(ii) Any equipment which is not 
specifically itemized in the contract, if 
the cost of acquisition will cause the 
total equipment dollar level shown in 
Article A -II (a ) of Appendix A of the con­
tract to be increased by $500 or more. (If  
plant and capital equipment funds are 
provided for the acquisition of equip­
ment, with title to be vested in the Gov­
ernment, the total cost of such 
shall not exceed the amount budgeted 
for such equipment unless prior AEC ap­
proval has been obtained.)

(3) Purchase of any general-purpose 
equipment, such as office furniture, air 
conditioning, etc., not specifically pro­
vided for in Appendix A of the contract, 
except that purchased without cost to the 
AEC;

(4) Incuring costs for items set 
forth in Article A -n (a ) , during the per­
tinent contract period stated in Appendix 
A, in excess of 110 percent of the esti­
mated cost specified in Article A-m. 
Charges to the AEC for any such costs in­
curred with the approval of the AEC shall 
also be subject to the limitations of Arti­
cle ni;

(5) Any proposed foreign travel; and
(б) Such other items as in the judg­

ment of the Program Division or the Held 
Office, in specific cases need to be sepa­
rately identified in the contract. (When 
plant and capital equipment funds are 
provided for the acquisition of Govern­
ment property, the Headquarters Pro­
gram Divisions may require, in specific 
cases, that such funds shall be used only

for acquiring the equipment designated 
in the contract unless prior AEC ap­
proval has been obtained.)

(b ) No change in the phenomenon or 
phenomena under study, i.e., broad cate­
gory of the research under the contract, 
shall be made without the specific writ­
ten approval of the AEC; ordinarily, such 
changes, if approved by the AEC, will 
be accomplished through a new contract 
or a mutually agreed-to modification. The 
contractor may change the specific ob­
jectives in the research work described in 
the contract, provided it gives the AEC 
prompt notification of such changes; 
and the contractor may continue to fol­
low the new objectives while the AEC 
determines whether it wishes to continue 
the program under the changed 
approach.

(c) The AEC Field Office will present 
(in any manner considered appropriate) 
all such requests for approval to the cog­
nizant AEC Headquarters Division for 
consideration, and will Issue such au­
thorizations and modifications under the 
contract as are necessary and appro­
priate.

(d ) Contractors may be requested by 
the AEC Field Office to provide such 
statements of the project’s financial and 
program status as are believed necessary 
for considering requests for approval. •

(e) The above approval requirements 
and procedures shall apply to all special 
research support agreements for basic 
research with educational institutions. 
The Program Division or the Field Office 
may include these specific approval re­
quirements in cost-type contracts with 
educational institutions (§ 9-16.5002-9) 
to the extent necessary and appropriate. 
In all cases, the requirements for ap­
proval of purchases under cost-type 
contracts should be consistent with para­
graphs (a ) (2) (i) and (3) of this sec­
tion. These approval requirements and 
procedures may aiso be included in con­
tracts for applied research with educa­
tional institutions and for research with 
other not-for-profit organizations to the 
extent deemed appropriate by the cog­
nizant AEC Headquarters Division and 
the AEC Field Office. In contracts for ap­
plied research, paragraph (b) of this 
section will generally be revised to re­
quire AEC prior approval of any change 
in the specific objectives of the research 
work.
§ 9—4.5112—6 Auditing.

(a ) As a part of, the AEC-wide man­
agement of the research program ac­
complished through these contracts, au­
diting of participating contractors should 
be carried out by the AEC Field Office 
administering the contract. The purpose 
of this program of audit, provision for 
which is contained in the contracts, is to 
corroborate that the participating, in­
stitutions are properly using the funds 
and equipment provided by the contracts 
and to point up any changes needed in 
the contractual arrangements or in re­
lated administrative requirements in 
order to further the effectiveness of the
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contracts in accomplishing their in­
tended programmatic research purposes. 
In addition to the general objectives 
stated above, the principal specific ob­
jectives in the audits of special research 
support agreements should be to deter­
mine (1) that the amounts as submitted 
in the contractor’s certified statement 
are accurate and were incurred in con­
nection with the contract work; (2) that 
satisfactory documentary evidence is 
available in support of the costs in­
curred; (3) that AEC approval was ob­
tained where required; and (4) that the 
proportion of total cost charged to AEC 
is in accordance with the percentage stip­
ulated in the contract. For cost-type 
contracts, on the other hand, the audit 
should include a verification, by accept­
able audit techniques, of the allowability, 
applicability, and reasonableness of the 
costs charged to the contract work.

(b ) The review of special research sup­
port agreements will be made on a selec­
tive basis with the selected sample in­
cluding all special research support 
agreements where the contracting officer 
requested that an audit be performed 
pursuant to the provisions of § 9-4.5112- 
3(b). The audit of cost-type contracts 
will be in accordance with criteria set 
forth in section 2.024 of the AEC Audit 
Handbook.

(c) In the event of termination prior 
to the expiration date of a cost-type con­
tract or special research support agree­
ment unless the costs incurred by the 
contractor are relatively small or can be 
otherwise adequately corroborated, an 
audit should be made to determine the 
nature of the costs and other relevant 
data for use in arriving at a termination 
settlement.

(d) While audit is not a prerequisite to 
AEC’s making payments under a con­
tract, audit is necessary prior to making 
final payment under cost-type contracts 
and under any special research support 
agreement when the contracting officer 
specifically requests an audit to deter­
mine whether the changes to the con­
tract are proper or when other conditions 
indicate that such an audit is warranted. 
I f  any such audits result in findings 
which may be of value to Headquarters 
Divisions in their determinations regard­
ing selection and renewal of research 
projects, such findings should be made 
available to the cognizant Headquarters 
Division.
§ 9—4.5112—7 Security.

As a general rule, it is not anticipated 
that investigators will need access to 
classified security information in the 
conduct of basic research supported or 
sponsored by the AEC. When, in the 
judgment of the principal investigator, 
information is developed which should be 
classified, he or the contracting institu­
tion will notify the appropriate AEC 
Field Office immediately. When in the 
opinion of the cognizant AEC Headquar­
ters Program Division, the work moves 
into a classified area, prompt steps should 
be taken to notify the contractor and the 
appropriate AEC Field Office.

§ 9-4.5112-8 Patents.
Article B -V IH (d ) of the special re­

search support agreement set forth in 
§ 9-16.5002-8 and Article B -7 (d ) of the 
cost-type contract set forth in § 9-16.- 
5002-9 provide for exceptions to the re­
quirement for inclusion of this article in 
subcontracts, if authorized by the Com­
mission in writing. A letter of exception 
may be issued, upon request with respect 
to purchase orders for standard or nor­
mal facilities, equipment, materials, and 
supplies, and other purchase orders for 
products where the consideration does 
not include compensation or other allow­
ance for research.
Subpart 9—4.52— Unsolicited Propos­

als for Research & Development 
Contracts Submitted by Individuals 
& Commercial & Not-For-Profit Or­
ganizations Other Than Educational 
Institutions

§ 9—4.5201 Definitions.
(a ) An “unsolicited proposal” is a 

written offer to perform research and de­
velopment work (including feasibility 
studies) submitted by an organization or 
individual solely on its own initiative and 
not in response to*a specific request made 
by AEC solely to the proposer.

(b) The “responsible program official” 
is the Headquarters Director of the Pro­
gram Division of AEC within whose area 
of programmatic responsibility falls the 
research and development work contem­
plated by the unsolicited proposal.
§ 9-4.5202 Policy.

(a ) It is the policy of AEC to encour­
age organizations and individuals to 
originate valuable ideas for research and 
development work that is in furtherance 
of AEC’s mission, and to submit such 
ideas in unsolicited proposals.

(b) An unsolicited proposal may be ac­
cepted upon a determination by the re­
sponsible program official or his designee 
that award of a contract to the proposer 
without going through procedures for 
further competition is justified on the 
ground that (1) the purpose of the con­
tract is to explore an idea or carry out 
an initial development which (i) is sub­
mitted by the proposer on his own initia­
tive, (ii) does not unnecessarily duplicate 
research work already under way or con­
templated by AEC, and (iii) is not al­
ready known by AEC or has previously 
unrecognized merit or value; or (2) there 
is no substantial question as to the choice 
of the source (for example, where only 
the proposer is found fully qualified as 
a result of thorough technical evalua­
tion) ; or (3) acceptance is otherwise spe­
cially authorized by statute.

(c) The responsible program official or 
his designee shall appoint a panel which 
shall evaluate and make a recommenda­
tion on each unsolicited proposal with re­
spect to the criteria in paragraph (b) of 
this section.
§ 9—4.5203 Procedure.

Prior to negotiating a contract on the 
basis of an unsolicited proposal, the re­

sponsible program official or his designee 
shall;

(a ) Determine that the work proposed 
is expected to be of benefit to AEC pro­
grams and the proposer is considered to 
be technically well-qualified to under­
take the work;

(b) Make the findings and determine- 
tion required to support the procurement 
by negotiation (see § 9-3.301) ; and

(c) Determine that the selection of the 
particular organization or individual for 
award of the contract without competi­
tion meets the criteria in § 9-4.5202.

Subpart 9—4.53— Resolution of Meas­
urement Differences Concerning 
Source and Special Nuclear Mate­
rial Transfers

§ 9—4.5300 Source and special nuclear 
material transfers.

This subpart describes those principles 
regarding the resolution of measurement 
differences which should be used as 
guides in the preparation of contracts, 
leases, or other agreements by AEC or 
cost-type contractors in which monetary 
payments or credits depend on the quan­
tity and quality of source and special 
nuclear material.
§ 9—4.5301 Contract, lease or agreement.

(a ) Every such contract, lease or 
agreement should contain:

(1) A description of the material to be 
transferred;

(2) A provision specifying the method 
by which the quantity and quality are to 
be measured and reported;

(3 ) ' A  provision specifying the proce­
dures to be used in resolving any differ­
ences arising as a result of such meas­
urements;

(4) A  provision providing for the use 
of an umpire to settle unresolved differ­
ences in the analytical samples; and

(5) A provision specifying in detail 
which party shall bear the costs of w- 
solving a difference and what constitutes 
such costs.

(b) The provisions providing for reso­
lution of measurement differences must 
be such that resolution is always accom­
plished while at the same time minimiz- 
ing any advantage one party may have 
over the other.
Subpart 9—4.54— Contracts and Sub­

contracts Utilizing Uranium En­
riched in the Isotope U236 

§ 9—4.5400 Scope of subpart.
This subpart sets forth the policies and 

procedures of the Atomic Energy com' 
mission for furnishing uranium en* 
riched in the isotope U2*5 under a lea 
agreement for use under AEC fixed-pri 
contracts or subcontracts in any ® 
(when the contractor or subcontract 
is licensed by AEC to possess and 
the uranium enriched in the isotope u > 
which call for the production of i^ani 
products enriched in the isotope U , 
eluding fabrication and conversion. . 
Government use. This subpart also , 
forth policies limiting the use ox c 
type contracts and subcontracts (w
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all higher-tier arrangements are cost- 
type) for such purposes, as well as for 
scrap recovery services.
§ 9-4.5401 Use o f lease agreement.

(a) Uranium enriched in the isotope 
U235 shall be furnished under AEC fixed- 
price prime contracts and fixed-price 
subcontracts subject to this subpart only 
pursuant to a standard form lease agree* 
ment executed, and administered by the 
AEC Oak Ridge Operations Office, Post 
Office Box E, Oak Ridge, Tenn. 37830.

(b) Any exception to the financial re­
sponsibility of contractors and sub­
contractors for Government-furnished 
uranium enriched in the isotope U235 pro­
vided for in the standard contract ar­
ticle § 9-4.5402 and in the standard form 
lease agreement shall be made only with 
the approval of the Director, Division of 
Contracts, Headquarters.
§ 9-4.5402 Contract article covering ura­

nium enriched in the isotope U235.
Fixed-price contracts and fixed-price 

subcontracts involving uranium enriched 
in the isotope U236 to be furnished to the 
contractor or subcontractor pursuant to 
the lease agreement referred to in § 9- 
4.5401 shall include an article substan­
tially as follows:

Standard Contract Article Covering Spe­
cial Nuclear Material (Enriched Uranium).

(a) Except as otherwise agreed, all ura­
nium enriched in the isotope U235 (hereinafter 
referred to as enriched uranium) used in the 
performance of this contract shall be ma­
terial owned by the AEC which is obtained 
under a standard form AEC Lease Agreement 
(hereinafter referred to as the “Lease Agree­
ment”) .

(b) The contractor shall be responsible 
for obtaining the enriched uranium required 
Jn the performance of this contract, includ­
ing making arrangements for and/or execu­
tion of a Lease Agreement to enable the con­
tractor and all subcontractors to order and 
possess enriched uranium for the purposes 
of this contract. Except as otherwise provided 
in this contract, the terms and conditions 
of the Lease Agreement shall govern with 
respect to all enriched uranium utilized, or 
to be utilized, in the performance of this 
contract. The Government shall not be re­
sponsible for any delays or liable for any 
damages resulting from the contractor’s fail­
ure or inability to obtain such material; or 
resulting from cancellation of said Lease 
agreement. If enriched uranium required in 
h Periormance of this contract is furnished
y the Commission under the Lease Agree- 
ent, and if the term of such Lease Agree- 
ent would otherwise expire during the 

period of performance of this contract, the 
ommission may extend the term of the 

"Cdse Agreement to permit use of such mate- 
*or ^ru-Pletion of performance of work 

der this contract, or will make other ar- 
ngements to furnish such material pursu- 

ant to this contract.
(c) Nothing herein shall require the con- 

Rrw>. F t° assume lease responsibility for any 
suhi + nuc êar material which is otherwise

ject to and covered by a Lease Agreement.
to extracting Officer will furnish
unnri 6 con.tractor and/or subcontractors, 
P compliance with (e) (1) below, credit 

«wmorandums equal to the total amount of 
credits provided for in this con- 

inaft’ subject to the conditions here­
of H «r Provlded> may be utilized in payment 

charges due or which may become due

for special nuclear material pursuant to a 
Lease Agreement.

(e) The conditions applicable to the issu­
ance and redemption of use charge credit 
memorandums are:

(1) The contractor shall submit applica­
tions for all use charge credits for the per­
formance of work under this contract, and 
each such application shall specify the Lease 
Agreement number to which the credit is to 
be issued. The contractor shall certify in 
each such application that it pertains to work 
under this contract and is true and oorrect 
to the best of his knowledge and belief. If 
such credit or a portion thereof is to be 
issued to a subcontractor under this con­
tract, the contractor shall specify in his 
application the amount of such credit and 
the Lease Agreement number and subcon­
tractor to which the credit is to be issued.

(2) Except as provided in this paragraph, 
credit memorandums will be issued upon 
completion of the contract work. Where the 
contract includes a partial or progress pay­
ments clause, a credit memorandum will be 
given, if proper application is made, for use 
charges incurred with respect to material 
used under this contract for the period cov­
ered by such partial or progress payment. 
Where billings are made for use charges on 
material used in the performance of work 
under this contract prior to completion of 
the contract or before partial or progress pay­
ments are due, a credit memorandum for the 
amount of use charge incurred with respect 
to material used under this contract will be 
given if proper application is made.

(3) The amount of use charge credit pro­
vided for in this contract will be adjusted to 
reflect any changes in the Commission’s pub­
lished base charges and use charge rates for 
enriched uranium during the performance 
of this contract.

(4) The credit memorandums provided for 
in this article may be used only by the per­
son to whom issued in payment of use charges 
due from such person under a Lease Agree­
ment. It is expressly understood and agreed 
that such credit memoranda are not nego­
tiable; may not be transferred to or uti­
lized by any other person; and are not re­
deemable in cash. They may not be used in 
payment of any charges due under any other 
agreement for special nuclear material; nor 
in payment of any other obligation to the 
Government.

(5) The amount of use charge credit pro­
vided for in this contract shall be subject to 
equitable adjustment under the “Changes” 
article of this contract.

§ 9—4.5403 -Invitations for bids and re­
quests for proposals.

Invitations for bids or requests for 
proposals which will result in a fixed- 
price contract or fixed-price subcontract 
involving uranium enriched in the iso­
tope U235 to be furnished under the Lease 
Agreement referred to in § 4.5401 shall 
contain as a term or condition of such 
invitation to bid or request for propos­
als the following paragraph:

Bidders (proposers) shall be responsible 
for obtaining under the terms and conditions 
of a standard lease agreement administered 
by AEC Oak Ridge Operations Office, uranium  
enriched in the isotope U 235 (hereinafter re­
ferred to as enriched uranium) necessary for 
the performance of any resulting contract 
(or subcontract). The lease agreement re­
quires the payment of a use charge for the 
enriched uranium subject to the agreement. 
However, Article______ of the proposed con­
tract, attached hereto, provides for the is­
suance by the Contracting Officer of a use 
charge credit applicable to work under the

proposed contract. Bids (proposals) shall 
separately state, based on the quantity of 
material and the time (including the time 
necessary for recovery of scrap) required 
for the performance of the contract (or 
subcontract): (1) the total dollar amount 
of use charge credit, such total to include 
all use charge credits, if any, to lower-tier 
subcontractors; and (2) the total dollar 
amount of cash bids (quotation) price (the 
difference between the total bid and the to­
tal dollar amount of use charge credit) to 
be paid to the contractor (subcontractor). 
Bids (proposals) will be evaluated on the 
basis of the total sum of the total dollar 
amount of use charge credit (including all 
use charge credits to lower-tier subcontrac­
tors) specified by the bidder (proposer) and 
the cash bid (quotation) price. In addition 
to any other right of rejection of bids (pro­
posals) provided for herein, the Government 
(contractor) specifically reserves the right 
to reject any bid (proposal) if, in the judg­
ment of the Contracting Officer (represent­
ative of the contractor), the total bid (pro­
posal) is excessive or the amount of the use 
charge credit-specified is either unreasonably 
high or low in relation to the quantity of 
enriched uranium required and the time 
required for performance of the proposed 
contract.

§ 9—4.5404 Contracts and subcontracts 
for fabrication, conversion, and scrap 
recovery.

(a ) Contracts and subcontracts for 
fabrication of end items using uranium 
enriched in the isotope U236 generally 
shall be of the fixed-price type. Cost- 
type contracts or subcontracts for fabri­
cation shall be used only with the 
approval of the Manager of the Field 
Office, and this approval authority shall 
not be redelegated.

(b) Contracts and subcontracts for 
conversion or scrap recovery of uranium 
enriched in the isotope U236 shall be of a 
fixed-price type except as otherwise ap­
proved by the Director, Division of 
Contracts.

Subpart 9—4.55— Multiyear 
Procurement

§ 9—4.5500 Scope o f subpart.
(a ) This subpart sets forth policies 

and procedures applicable to competitive 
procurements on a fixed-price or unit- 
price basis for known requirements of 
supplies or services over a multiyear 
period when the total funds required are 
not available for the entire procurement 
at the time the procurement contract is 
executed. This subpart does not apply 
to long-term contracts which are fully 
obligated at the time of execution, or 
which are otherwise specifically author­
ized by law (e.g., section 161u. of the 
Atomic Energy Act of 1954, as amended).

(b) The policy in § 9-4.5501 shall be 
applied to cost-type contractor procure­
ment.
§ 9-4.5501 Policy.

(a ) It is AEC policy to use the multi­
year procurement method to the maxi­
mum extent consistent with the require­
ments of this subpart in order to: (1) 
Stimulate maximum realistic competi­
tion by minimizing competitive disad­
vantage or disinterest in procurements 
involving, at least initially, substantial

No. 186—pt. i i ------s
FEDERAL REGISTER, VOL. 34, NO. 186— SATURDAY, SEPTEMBER 27, 1969



15134 RULES AND REGULATIONS
capital or noncapital startup costs or 
make-ready expense; or (2) obtain lower 
prices in those procurements which pro­
vide opportunity for substantial cost sav­
ings and other advantages through 
assurance of continuity of production or 
service over longer periods of time.

(b) The multiyear procurement meth­
od shall not be used:

(1) If funds covering the procure­
ment are limited by statute for obligation 
during the fiscal year in which the pro­
curement contract is executed;

(2) When the supply or service being 
procured in regularly produced or pro­
vided and offered for sale in substantial 
quantities in a commercial market rea­
sonably available;

(3) For quantities in excess of the 
planned requirements set forth in, or in 
support of, current approved AEC Pro­
gram and Financial Plans or for periods 
in excess of 3 years; or

(4) When any one of the criteria set 
forth in § 9-4.5502 is not present.

(c) In any multiyear procurement, it 
is AEC policy to consider the desirability 
of obtaining options to renew the con­
tract for reasonable periods at prices 
not to include any nonrecurring costs 
such as charges for plant and equipment 
already amortized. In addition, where a 
multiyear procurement involves an initial 
investment in plant and equipment which 
will constitute an appreciable portion 
of the cost of contract performance, it is 
AEC policy to consider the desirability of 
reserving the right, upon payment of the 
unamortized portion of the plant or 
equipment, to take title thereto under 
appropriate circumstances.
§ 9—4.5502 Criteria for use of multiyear 

procurement.
All of the following criteria must be 

met in order to procure on a multiyear 
basis:

(a ) Significantly reduced unit prices 
can be reasonably anticipated over suc­
cessive annual procurements by reason of 
continuity of production or service or by 
reason of elimination or reduction of 
repetitive substantial startup costs or 
substantial contingent expense, includ­
ing such costs or expenses as preproduc­
tion engineering, special equipment or 
tooling, plant rearrangement, and assem­
bly, training, or transportation of a 
specialized work force;

(b) There is reasonable expectation 
that effective competition can be 
obtained;

(c) There are known requirements for 
the supplies or services to be procured, 
and relatively stable production or serv­
ice can be reasonably anticipated 
throughout the multiyear period; and

(d) The design and specifications of 
the item or the character of the service 
are expected to remain relatively stable 
for the multiyear period.
§ 9—4.5503 Exceptions.

Exception by reason of some over­
riding programmatic consideration from 
any limitation set forth in § 9-4.5501 or 
from any of the criteria set forth in 
§ 9-4.5502 shall not be made unless ap­
proved by the Director, Division of 
Contracts.

§ 9—4.5504 Procedure to be followed in 
multiyear procurements.

(a ) Formal advertising is the preferred 
method for use in multiyear procure­
ment. Normally, the solicitations shall 
request bids or proposals on both the 
first year and the multiyear basis. The 
solicitations should also require that the 
unit price for each item in the multiyear 
requirement be the same for all years 
included therein, and that the portion 
of the cost of any plant and equipment 
amortized as a cost of contract perform­
ance should not exceed the ratio between 
the period of contract performance and 
the anticipated useful commercial life of 
such plant or equipment. If competition 
for future procurements of the supplies 
or services would be impracticable after 
award of a contract for the first year 
only, the solicitation should ask for bids 
only for the total multiyear requirements. 
Any requirements with respect to options 
and title to plant or equipment resulting 
from the policy considerations in 
§ 9-4.5501 (c) should also be set forth in 
the solicitation.

(b) If award is made on a multiyear 
basis, funds are obligated only for the 
first year’s procurement (including any 
agreed-to cancellation charges), with 
succeeding years funded annually 
thereafter.

(c) Cancellation results from notifica­
tion from the contracting officer (pur­
suant to a cancellation provision in the 
multiyear contract) to the contractor of 
nonavailability of funds for contract 
performance for any subsequent year or 
failure of the contracting officer to notify 
the contractor that funds have been 
made available for the succeeding year. 
A  cancellation charge may be provided 
for where substantial startup costs or 
substantial contingent expenses are in­
volved. In such cases, the contracting 
officer shall, for each year except the 
last, establish cancellation ceilings ap­
plicable to the remaining years subject 
to cancellation. Requirements with re­
spect to cancellation and cancellation 
charges, if any, shall be set forth in the 
solicitation.

(d) Evaluation of offers in a multi­
year procurement involves not only the 
determination of the lowest overall 
evaluated cost to the Government for 
both alternatives (the multiyear and the 
first-year alternatives), but also the 
comparison of the cost of buying the 
total requirement under a multiyear 
procurement with the estimated cost of 
buying the total requirement in succes­
sive independent procurements. All the 
factors to be considered for the various 
evaluations involved shall be set forth 
in the solicitation. The cancellation ceil­
ings, if any, shall not be factors for 
evaluation.

(e) Award shall be made to that re­
sponsible offeror whose offer, conform­
ing to the solicitation, will be most 
advantageous to the Government, price 
and other f actors considered. In no event 
shall award be made at an unreasonable 
price.

(f) Cancellation effected pursuant to 
the “Cancellation” clause shall not be 
construed to terminate the contract pur­

suant to the “Termination” clause. If 
the contract is terminated for the con­
venience of the Government, the Gov­
ernment’s liability shall not exceed the 
amount then obligated for contract per­
formance (including any agreed-to can­
cellation ceiling).
§ 9—4.5505 Special clauses for use in 

multiyear contracts.
All multiyear awards made under 

the multiyear procurement method 
described herein shall contain the 
clauses set forth in §§ 9-7.5006-57 and 
9-7.5006-58.

PART 9-5— SPECIAL AND DIRECTED 
SOURCES OF SUPPLY

Sec.
9-5.000 Scope.

Subpart 9—5.3— Excess Personal Property 
9-5.300 Scope of subpart.

Subpart 9—5.5— Interagency Motor Pool Vehicles 
and Related Services Available to Government 
Contractors

9-5.500 Scope of subpart.

Subpart 9—5.9— Use of GSA Supply Sources by 
Contractors Performing Cost-Reimbursement 
Type Contracts

9-5.900 Scope of subpart.
9-5.901 Policy.
9-5.902 Use of GSA supply sources by

AEC cost-type contractors.

Subpart 9—5.10— Use of Excess Aluminum
9-5.1000 Scope of subpart.
9-5.1001 Policy.

Subpart 9—5.50— Use of Excess Materials From 
GSA Inventories

9-5.5001 Use of excess materials from
General Services Administra­
tion Inventories.

Subpart 9—5.51— Use of Government Sources of 
Supply

Scope of subpart.
Policy.
Use of GSA supply sources for 

AEC direct procurements. 
Use of Government sources of 

supply other than GSA. 
Exclusive use on Government 

work.
Department of Defense. 
Source.
Requisitions.

— Procurement of Special Items
Scope of subpart.
Motor vehicles.
Scope of section.
[Reserved].
Consolidated purchase of new 

vehicles by General Services 
Administration.

Direct purchase.
Used vehicles.
Forfeited or abandoned ve­

hicles.
Typewriters.
Scope.
Definition.
Replacement standards. 
Purchase procedures and 

quirements. .
Printing equipment and Pni1 

ing services.
Regulations.
Purchase, exchange, or tra 

of printing equipment. 
Alcohol.

9-5.5100 
9-5.5101 
9-5.5102'"'

9-5.5103'

9-5.5104 v

9-5.5105 
9-5.5105-1 
9-5.5105-2

Subpart 9—5.52
9-5.5200 
9-5.5201 
9-5.5201-1 
9-5.5201-2 
9-5.5201-3

9-5.5201-4 
9-5.5201-5 
9-5.5201-6

9-5.5202 
9-5.5202-1 
9-5.5202-2 
9-5.5202-3 
9-5.5202-4

9-5.5203

9-5.5203-1 
9-5.5203-2

9-5.5204
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Sec.
9-5.5204-1
9-5.5204-2
9-5.5204-3
9-5.5204-4
9-5.5204-5
9-5.5204-6
9-5.5204-7
9-5.5204-6
9-5.5204-9

9-5.5204-10

9-5.5205
9-5.5205-1
9-5.5205-2
9-5.5205-3
9-5.5205-4
9-5.5205-5
9-5.5206
9-5.5206-1
9-5.5206-2
9-5.5206-3
9-5.5206-4

9-5.5206-5
9-5.5206-5a
9-5.5206-6
9-5.5206-7
9-5.5206-8
9-5.5206-9
9-5.5206-10

9-5.5206-11
9-5.5206-12
9-5.5206-13

9-5.5206-14
9-5.5206-15

9-5.5206-16
9-5.5206-17

9-5.5206-18
9-5.5206-19
9-5.5206-20

9-5.5206-21
9-5.5206-22

9-5.5206-23

9-5.5206-24
9-5.5206-25

9-5.5206-26

9-5.5207
9-5.5207-1
9-5.5207-2
9-5.5207-3
9-5.5207-4

Scope.
Regulations.
Application forms and penults. 
Authority to sign applications. 
Piling applications.
Forms and authorized plants. 
Placing the order.
Notice of shipment.
Orders placed by cost-type con­

tractors.
Abandoned and forfeited alco­

hol.
Helium.
Scope.
Source of supply.
Method of shipment.
Relative shipping costs.
Methods of purchases. 
Miscellaneous items.
Scope.
Aircraft.
AEC forms.
Standard, optional and other 

agency forms.
Steel filing cabinets.
Security cabinets.
New refrigerators.
New electric water coolers. 
Rental of post office boxes. 
Government license tags. 
Lubricating and transformer 

oil.
Arms and ammunition. 
Furniture.
Gasoline, fuel oil (diesel and 

burner), kerosene and sol­
vents.

Gold.
Purchase of sundry items from 

Government Printing Office. 
[Reserved]
Mandatory items— prison-made 

and blind-made products. 
[Reserved]
[Reserved]
Materials handling equipment 

replacement standards. 
Calibration services.
U.S. Code Annotated and Life­

time Federal Digest. 
Wiretapping and eavesdropping 

equipment.
Coal.
Procurement of gas masks and 

canisters.
Procurement of electronic data 

processing tape.
Special materials.
[Reserved]
Heavy water.
Platinum.
Radium and radium com­

pounds.

Subpart 9—5.54— Use of Procurement and Supply 
Management Support Services at the Nevada 
Test Site and-the Nuclear Rocket Development 
Station

9-5.5400 Scope of subpart.
9-5.5401 Policy.

Subpart 9—5.55— Purchase or Lease 
Determinations

9-5.5500 Scope of subpart.
9-5.5501 P o lic y .

5.5502 Utilization of excess equipment
o - or interests in equipment,
g - 'iir” Maintenance of records.
Q e - F u n d i n g  considerations.

0.5505 Leasing of equipment.

Authority: The provisions of this Part 
5 Issued under sec. 161 of the Atomic 

nergy Act of 1954, as amended, 68 Stat.
p *__U s -C. 2201; sec. 205 of the Federal

8110 Administrative Services Act of 
». as amended, 63 Stat. 390, 40 U.S.C. 486.

§ 9—5.000 Scope.
(a ) This part implements and supple­

ments FPR Part 1-5, Special and 
Directed Sources of Supply.

(b) The AECPR provisions referenced 
below pertain to cost-type contractor 
procurement: §§ 9-5.300,9-5.500,9-5.901, 
9-5.1001, 9-5.5001, 9-5.5101, 9-5.5200, 9- 
5.5400, and 9-5.5500.

Subpart 9—5.3— Excess Personal 
Property

§ 9—5.300 Scope of subpart.
. (a ) This subpart implements and sup­
plements the policies, procedures, and 
requirements in FPR Subpart 1-5.3 con­
cerning the use of excess personal prop­
erty as a source of supply.

(b) The policies, procedures, and re­
quirements of FPR Subpart 1-5.3 shall 
be applied to cost-type contractors.
Subpart 9—5.5— Interagency Motor 

Pool Vehicles and Related Services 
Available to Government Contrac­
tors

§ 9—5.500 Scope of subpart.
(a) This subpart implements and sup­

plements the policies and procedures in 
FPR Subpart 1-5.5 that govern Federal 
agencies in authorizing their prime cost- 
type contractors and cost-type subcon­
tractors thereunder to obtain interagency 
motor pool vehicles and related services.

(b) The provisions of FPR Subpart 1- 
5.5 shall be followed in authorizing cost- 
type contractors and cost-type subcon­
tractors to utilize interagency motor pool 
vehicles and related services.

(c) Authorized cost-type contractors 
and cost-type subcontractors shall be 
required to submit their requests for 
service in accordance with the provisions 
of FPR 1-5.503.
Subpart 9—5.9— Use of GSA Supply 

Sources by Contractors Performing 
Cost-Reimbursement Type Con­
tracts

§ 9—5.900 Scope of subpart.
This subpart prescribes policies and 

procedures to be followed by AEC offices 
regarding the use of GSA supply sources 
by cost-type contractors.
§ 9-5.901 Policy.

It is AEC policy that cost-type con­
tractors should meet their requirements 
from GSA sources of supply if these 
sources are made available to them, and 
if it is economically advantageous or 
otherwise in the best interest of the 
Government.
§ 9—5.902 Use of GSA supply sources 

by AEC cost-type contractors.
(a ) Managers of Field Offices may au­

thorize cost-type contractors to use Gen­
eral Services Administration (GSA) sup­
ply sources (i.e., items available through 
Federal Supply Schedule contracts and 
other GSA contracts and from GSA  
stores stock) in accordance with the re­
quirements and procedures in FPR Sub­
part 1-5.9.

(b) Direct procurement by AEC, 
rattier than by a cost-type contractor,

shall be required where deemed necessary 
by the Managers of Field Offices in order 
to carry out special requirements of ap­
propriation acts or other applicable laws 
relating to particular items.

(c) Contracting officers, when review­
ing the procurement systems and meth­
ods of those cost-type contractors that 
have been authorized to use GSA sources 
of supply, shall assure that provision is 
made for documenting the justification 
of procurements from commercial 
sources of items available from GSA  
sources of supply. The Director, Division 
of Contracts shall be informed of in­
stances in which GSA sources of supply 
are not used because of the quality of the 
item available from GSA.

Subpart 9—5.10— Use of Excess 
Aluminum

¿ § 9—5.1000 Scope of subpart.
This subpart implements and supple­

ments the policies and procedures in FPR 
Subpart 1-5.10 concerning the use of ex­
cess aluminum in the national stockpile.
§ 9—5.1001 Policy.

(a ) The FPR clauses should not be in­
cluded in a contract for the operation 
and management of AEC facilities. How­
ever, unless such contract otherwise pro­
vides that subcontracts will be made on 
tèrms and conditions established or ap­
proved by AEC, specific language shall 
be included in the prime contract to 
carry out the requirements of this sub­
part.

(b) Contracting officers shall assure 
that contractors are informed of their re­
sponsibilities under the provisions of 
FPR 1-5.10.

(c) AEC offices shall submit to the 
Director, Division of Contracts, copies of 
the reports to Stockpile Disposal Division, 
Property Management and Disposal 
Services, GSA, as provided in FPR 1- 
5.1001-1 (b) and FPR 1-5.1001-2 (b ).

Subpart 9—5.5D—-Use of Excess Mate­
rials From GSA Inventories

§ 9—5.5001 Use of excess materials from  
General Services Administration in­
ventories.

(a ) It is the policy of the AEC to 
comply with the provisions of the Federal 
Property Management Regulations Part 
101-14, Strategic, Critical and Other 
Material, as supplemented from time to 
time by FPMR Bulletins.

(b) On January 30, 1963, the Presi­
dent approved a report submitted by the 
Executive Stockpile Committee contain­
ing various recommendations covering 
long-range disposals of excess stockpile 
materials. The report provides that Fed­
eral agencies should continue to purchase 
their needs for surplus stockpile mate­
rials from the General Services Admin­
istration. In order to implement this 
policy for AEC procurement, field offices 
shall carefully screen the lists of excess 
materials to determine the extent to 
which AEC requirements can be filled by 
use of excess stockpile materials.

(c) Property Management and Dis­
posal Service, General Services Adminis­
tration, Washington, D.C. 20405, should 
be contacted directly for any detailed
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information concerning specifications, 
prices, and method of placing the order.

(d) For reimbursement of AEG orders, 
a Form 1080 will be issued by GSA, which 
should be executed by the AEC office con­
cerned within 30 days from the date of 
issuance by GSA. AEC cost-type con­
tractors will be billed directly by GSA for 
all orders submitted directly by them.

(e) Each field office shall submit a 
monthly report to the Division of Con­
tracts, Headquarters, indicating the 
number of purchases of stockpile mate­
rial by the field office and its cost-type 
contractors, and the quantity, grade, and 
market value of such material.

(f) Contracting officers shall require 
their cost-type contractors operating 
AEC facilities to screen the lists of excess 
materials and advise the AEC contract­
ing office concerning their needs which 
can be filled from the General Services 
Administration inventories.
Subpart 9—5.51— Use of Government 

Sources of Supply 
§ 9—5.5100 Scope of subpart.

This subpart sets forth procedures to 
be followed in making purchases from 
Government sources. (For the purchase 
of specific items, see Subpart 9-5.52, 
Procurement of Special Items.)
§ 9-5.5101 Policy.

It is AEC policy to use Government 
sources of supply to the fullest extent 
practicable, and that cost-type contrac­
tors should meet their requirements from 
Government sources of supply, if these 
sources are made available to them and 
if it is economically advantageous or 
otherwise in the best interest of the 
Government.
§ 9—5.5102 Use of GSA supply sources 

for AEC direct procurements.
(For the use of GSA supply sources 

by cost-type contractors, see Subpart 
9-5.9.)

Items listed in Federal Supply Sched­
ules and in Federal Supply Service stores 
catalogs shall be procured in accordance 
with FPMR 101-26.3 and 101-26.4.
§ 9—5.5103 Use of Government sources 

of supply other than GSA.
(a ) Managers of Field Offices may au­

thorize cost-type contractors to acquire 
materials and services directly from such ' 
Government sources of supply in accord­
ance with the requirements of this sub­
part or the consent of agencies involved.

(b) Direct procurement by AEC, rather 
than by a cost-type contractor, shall be 
required where deemed necessary by the 
Managers of Field Offices in order to 
carry out special requirements of appro­
priation acts or other applicable laws 
relating to particular items.
§ 9—5.5104 Exclusive use on Govern­

ment work.
Materials, supplies, and equipment 

procured from Government sources of 
supply under the procedures described 
herein must be used exclusively in con­
nection with Government work except as 
otherwise authorized by Managers of 
Field Offices.

§ 9—5.5105 Department of Defense.
§ 9—5.5105—1 Source.

Many supply facilities and contracts 
of the Department of Defense are made 
available to AEC and its cost-type con­
tractors. Field Offices will be notified by 
the Division of Contracts when such con­
tracts and facilities are made available. 
Inquiries in connection with these 
sources may be directed to the Director, 
Division of Contracts. Requisitions or 
purchase orders shall be submitted di­
rectly to these sources, unless otherwise 
specified.
§ 9—5.5105—2 Requisitions.

Contractors’ requisitions submitted to 
Defense Supply centers should include 
the following statement on the requisi­
tion : “The consignee of the supplies and 
materials requisitioned herein is acting 
in behalf of and as agent for the U.S. 
Atomic Energy Commission with respect 
to the expenditure of Government 
funds.” Orders submitted directly to DoD 
contractors shall be accompanied by an 
authorization substantially similar to 
that in FPR 1-5.903-2.

Subpart 9—5.52— Procurement of 
Special Items

§ 9—5.5200 Scope of subpart.
This subpart sets forth requirements 

and procedures for the acquisition of 
special items by AEC and cost-type con­
tractors to the extent indicated herein.
§ 9—5.5201 Motor vehicles.
§ 9—5.5201—1 Scope of section.

This section covers the acquisition of 
motor vehicles including new, used, for­
feited, and abandoned vehicles for use by 
either the AEC or cost-type contractors.
§ 9-5.5201-2 [Reserved]
§ 9—5.5201—3 Consolidated purchase of 

new vehicles by General Services 
Administration.

(a) Vehicles for use "by AEC or AEC 
cost-type contractors. New vehicles for 
use by AEC and AEC cost-type contrac­
tors shall be procured in accordance 
with FPMR 101-26.501.

(b) Submission of purchase orders. 
Except as determined necessary for in­
ternal accounting needs or purchasing 
records, orders should be made using 
GSA Form 1781 for vehicles covered by 
Federal Standard 122. AEC Form 103 or 
contractors’ purchase order forms should 
be used for vehicles not covered by Fed­
eral Standard 122.

(c) Schedule of dates for submission- 
or orders. Generally, Managers of Field 
Offices shall consolidate and submit 
directly to GSA their requirements 
for vehicles not included in volume 
procurements.

(d) Replacement of used vehicles. 
Managers of Field Offices and the Di­
rector, Division of Headquarters Services 
may arrange to sell used motor vehicles 
being replaced and to apply the proceeds 
on the purchase of similar new vehicles. 
However, in the event personnel are not 
available to make such sales, or it is in 
the best interest of a particular office,

GSA may be requested to sell the used 
vehicles.
§ 9—5.5201—4 Direct purchase.

Vehicles may be procured by field 
offices from other sources where specific 
clearance has been granted by GSA or 
where procurement through the Federal 
Supply Service, GSA, would impair or 
adversely affect the program. The pur­
chase price shall not exceed any statu­
tory limitation in effect at the time the 
purchase is made.
§ 9—5.5201—5 Used vehicles.

Normally AEC does not purchase or 
authorize cost-type contractors to pur­
chase used vehicles. However, Managers 
of Field Offices may authorize the pur­
chase of used vehicles where justified by 
special circumstances, e.g., when new 
vehicles are in short supply or the ve­
hicles are to be used for experimental 
or test purposes. (The passenger vehicle 
allocation requirements for AEC shall 
apply to any purchase of used vehicles 
except in the case of those to be used 
exclusively for experimental or test 
purposes.)
§ 9—5.5201—6 Forfeited or abandoned 

vehicles.
Vehicles which have been abandoned 

to, or seized by and forfeited to, the 
Government are available for transfer to 
Federal agencies by the Federal Supply 
Service, GSA, in accordance with the 
provisions of the Act of August 27, 1935 
(40 U.S.C. sections 304f-304m). When­
ever forfeited or abandoned vehicles are 
available for transfer to AEC, ,the Utili­
zation and Disposal Service, Personal 
Property Division, Region 3, GSA, Wash­
ington, D.C. 20407, will notify the Divi­
sion of Contracts, Headquarters, of such 
availability and allow AEC approxi­
mately 3 days to determine whether the 
vehicles can be utilized. Within that time, 
the Division of Contracts will make the 
necessary arrangements with GSA for 
the release of any required vehicles. (See 
FPMR 101-43.4.)
§ 9—5.5202 Typewriters.
§ 9-5.5202-1 Scope.

This section covers the purchase, for 
use by either AEC or cost-type con­
tractors, of ( a ) . typewriters whether to 
fill initial requirements or for replace­
ment purposes and (b) typewriter re­
pair and reconditioning services.
§ 9—5.5202—2 Definition.

“Typewriters” are manually and elec­
trically operated machines having stand­
ard or special keyboards, designed to 
produce printed characters by impres' 
sion of type upon paper through the 
medium of an inked ribbon. The term in­
cludes the varityper,, hektowriter, pro­
portional spacer, flexowriter, justownte , 
and portable typewriting machines bu 
does not include bookkeeping, billing, 
teletype writing machines.
§ 9-5.5202-3 Replacement standards» 

Typewriters shall be purchased for re­
placement purposes in accordance Wit 
the standards established by GSA.
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8 9-5.5202—4 Purchase procedures and 
requirements.

(a) Orders. Purchase orders for type­
writers, whether for replacement or 
otherwise, shall be prepared and trans­
mitted to the appropriate Federal Supply 
Schedule contractor. AEC contracting 
officers shall use Form AEC-103 for such 
purchases. When cost-type contractors 
are authorized to make purchases under 
Federal Supply Schedules, Managers of 
Field Offices may authorize them to use 
their own purchase order forms properly 
identified according to FPR Subpart 
1-5.9.

(b) Electric typewriters. Electric type­
writers for use by AEC and its cost-type 
contractors may be purchased only when 
the AEC standards are met.

(c) Regulations. The procurement of 
typewriters that will be used for printing 
shall comply with the approval require­
ments of the Joint Committee on 
Printing.
§ 9-5.5203 Printing equipment and 

printing services.
§9—5.5203—1 Regulations.

The Joint Committee on Printing, 
Congress of the United States, periodi­
cally publishes “Government Printing 
and Binding Regulations.” These regula­
tions govern the acquisition, use, and 
disposal of printing equipment and the 
procurement of printing services. When 
cost-type contractors operate printing 
plants, Managers of Field Offices shall 
require such contractors to comply with 
those portions of the regulations covering 
the operation of printing plants.
§ 9—5.5203—2 Purchase, exchange, or 

transfer of printing equipment.
All purchases of new printing equip­

ment (including replacements for exist­
ing equipment), transfers of equipment 
from one printing plant to another, or 
disposals of equipment as excess prop­
erty must be approved by the Joint Com­
mittee on Printing, whether such actions 
are to be taken by AEC or by cost-type 
contractors. Requests for approval shall 
be submitted through the Publications 
and Visual Aids Branch, Division of 
Headquarters Services. When approval 
to purchase is granted, printing equip­
ment should be purchased either by 
AEC or cost-type contractors in accord­
ance with regular procurement pro­
cedures.
§ 9—5.5204 Alcohol.
§ 9—5.5204—1 Scope.

This section covers (a) Internal Rev­
enue Service, Treasury Department, 
alcohol regulations applicable to AEC,
(b) delegations of authority to submit 
applications to purchase tax-free alco­
hol or specially denatured alcohol, and
(c) purchases of alcohol by AEC or cost- 
type contractors. To the fullest extent 
Practicable, alcohol for use by AEC or 
lts cost-type contractors shall be pro­
cured on a tax-free basis.
§ 9-5.5204-2 Regulations.

1̂ ernal Revenue Service regulation* 
elating to the procurement and use o:

alcohol free of tax, by Government 
agencies, are set forth in 26 CFR 
213.141-213.146. Copies of excerpts from 
these regulations may be secured from 
the Alcohol and Tobacco Tax Division, 
Internal Revenue Service, Treasury De­
partment, Washington, D.C. 20224. 
These regulations will be followed in the 
procurement of alcohol.
§ 9—5.5204—3 Application forms and 

permits.
Treasury Department Form 1486, 

“Specially Denatured Spirits for Use of 
United States,” and Treasury Depart­
ment Form 1444, “Tax Free Spirits for 
Use of United States,” shall be used for 
procurements of specially denatured 
alcohol and ethyl alcohol, respectively. 
Part I  of each form is the application for 
permission to procure and Part II is the 
permit. If  procurement from more than 
one warehouse is desirable, separate ap­
plications must be made for withdrawals 
from each warehouse. When permits are 
no longer required, they should be for­
warded to the Alcohol and Tobacco Tax 
Division, Internal Revenue Service for 
cancellation. Alcohol procured by use of 
the Treasury Department forms referred 
to in this subsection shall be used ex­
clusively on AEC work.
§ 9—5.5204—4 Authority to sign applica­

tions.
Specific AEC personnel have been au­

thorized to execute Part I of Forms 1444 
and 1486 by letters to the Commissioner 
of Internal Revenue Service without 
power of redelegation. Copies of such 
letters have been furnished to field 
offices. In addition, the Director, Divi­
sion of Contracts has been authorized to 
sign and delegate to others authority to 
sign applications under Internal Revenue 
regulations relating to the procurement 
and use of alcohol free of tax. Only the 
individuals so authorized shall execute 
Part I  of these forms. Requests by field 
offices for new authorizations or discon­
tinuance of existing authorizations shall 
be submitted by letter to the Division of 
Contracts, Headquarters. Requests for 
new authorizations shall be accompanied 
in each case by a 3 " x 5 " plain card with 
the following information typed thereon:

Mr. ___________________ _____ _ whose sig­
nature appears below, is authorized, to sign 
application Forms 1444 and 1486, on behalf 
of the Atomic Energy Commission.

(Signature)

(Title)

§ 9-5.5204—5 Filing applications.
Applications shall be executed in 

duplicate by the authorized AEC official 
and mailed directly to the Director, Al­
cohol and Tobacco Tax Division of In­
ternal Revenue Service, Washington, 
D.C. 20224. No transmittal letter is re­
quired. Where alcohol or specially de­
natured alcohol is for use directly by 
AEC, the form shall indicate that ship­
ment shall be made to the appropriate 
AEC field office. Where a cost-type con­
tractor will be the user, the form shall 
indicate that shipment shall be made to

the Atomic Energy Commission in care 
of the cost-type contractor.
§ 9—5.5204—6 Fo rm s and  authorized 

plants.
Periodically, the Alcohol and Tobacco 

Tax Division, Internal Revenue Service, 
publishes printed lists of Distilled Spirits 
Plants, Bonded Warehouses and De­
naturing Plants Authorized to Opêrate. 
These lists are supplied to officials au­
thorized to submit applications. Extra 
copies of these lists and supplies of 
Forms 1444 and 1486 may be secured by 
written request to the Alcohol and To­
bacco Tax Division, r Internal Revenue 
Service, Washington, D.C.' 20224.
§ 9—5.5204—7 Placing the order.

A signed copy of the permit shall ac­
company the original purchase order 
issued to the plant or warehouse, where 
it will be retained. Subsequent orders 
shall refer to the permit on file in the 
plant or warehouse. Order Form AEC- 
103 shall be issued by AEC for cost-type 
contractors’ requirements, except as pro­
vided in § 9-5.5204-9.
§ 9—5.5204—8 Notice of shipment.

When alcohol is shipped, the shipper 
prepares the required forms as specified 
by Internal Revenue Service regulations 
and forwards them to the consignee. 
Upon receipt of the receiving report 
covering the shipment, the officer who 
signed the purchase order shall execute 
the certificate of receipt and forward it 
to the appropriate District Supervisor, 
Internal Revenue Service. The carrier 
transporting the alcohol shall also be 
given a receipt as specified by Internal 
Revenue Service regulations.
§ 9—5.5204—9 Orders placed by cost- 

type contractors.
(a ) Specially denatured alcohol. Man­

agers of Field Offices may authorize cost- 
type contractors to apply for permits to 
purchase specially denatured alcohol, 
subject to restric tion s of Internal 
Revenue Service as to end use. In 
order to qualify, cost-type contractors 
must be bonded, must submit reports, 
and are subject to inspection by Internal 
Revenue Service.

(b) Tax-free alcohol. Under Internal 
Revenue Service regulations, cost-type 
contractors performing scientific or re­
search work or operating hospitals are 
permitted to procure alcohol tax free. 
These regulations require bonding under 
certain circumstances, submission of re­
ports, and inspection by Internal Rev­
enue Service.

(c) AEC versus cost-type contractor 
alcohol procurement. Purchase may be 
made by either AEC or cost-type con­
tractors, whichever is in the best inter­
ests of the Government, taking into con­
sideration administrative costs and any 
other pertinent factors that may be ap­
plicable to individual situations. On pur­
chases for recurring requirements, one of 
the factors to consider is that for pur­
chases by AEC, the bonding, reporting, 
and inspection requirements do not 
apply.
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§ 9—5.5204—10 Abandoned and forfeited 
alcohol

Abandoned and forfeited alcohol which 
has come into the custody or control of 
any Federal agency may be obtained by 
following the procedure set forth in 
FPMR 101-43.4.
§ 9-5.5205 Helium.
§ 9—5.5205—1 Scope.

This section- covers acquisition of 
helium for use by either AEC or cost- 
type contractors; and methods of ship­
ment.
§ 9—5.5205—2 Source of supply.

To the extent that supplies are readily 
available, all major requirements of 
helium shall be purchased from the Sec­
retary of the Interior. See Public Law 
86-777, as amended (50 U.S.C. § 167d).
§ 9—5.5205—3 Method of shipment. -

The usual methods of shipment are:
(a) In Government-owned helium 

tank cars operated from a central Gov­
ernment pool. The capacity of a car is 
approximately 275,000 cu. ft. of helium, 
measured at standard conditions;

(b) In standard-type cylinders which 
hold approximately 237 Cu. ft. under nor­
mal conditions; and

(c) In specially built helium semi­
trailers with a capacity of approximately 
95,000 cu. ft. of helium, measured at 
standard conditions.
§ 9—5.5205—4 Relative shipping costs.

Shipments of helium in standard-type 
cylinders are approximately three times 
as costly as shipments in tank cars be­
cause, (a ) freight costs must be paid 
both ways on the cylinders and only one 
way on tank cars, and (b) cylinder 
weights are greater in relation to the 
helium carried. It may, therefore, be 
more economical to obtain small quan­
tities of helium from local distribu­
tors or nearby Government installations. 
Shipment of cylinders by truck may be 
more economical than by rail under some 
circumstances, depending on location 
and the existence of special freight rates.
§ 9—5.5205—5 Methods of purchases.

Purchases from the Secretary of the 
Interior for either AEC or cost-type con­
tractors’ requirements for helium is made 
by using Form AEC-103 (or the cost-type 
contractor purchase order properly iden­
tified as in the use of Government 
Sources of Supply) and forwarding it 
in duplicate to the Helium Activity, Bu­
reau of Mines, Department of the Inte­
rior, Amarillo, Tex. Local orders may be 
placed either by AEC or the cost-type 
contractor as administratively deter­
mined by field offices.
§ 9—5.5206 Miscellaneous items.
§ 9—5.5206—1 Scope.

This section sets forth the procedures 
and requirements for the purchase of 
various miscellaneous items. These 
procedures and requirements shall be 
applied to cost-type contractors to the 
extent indicated in each subsection of 
this section.
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§ 9—5.5206—2 Aircraft.

All acquisitions of aircraft by either 
AEC or cost-type contractors (except for 
temporary (30 days or less) rentals or 
loans) shall be approved in advance by 
the Director, Division of Contracts.
§ 9—5.5206—3 AEC forms.

(a) Definition. AEC forms are those 
approved by the Office of the Controller, 
Headquarters, for use throughout AEC.

(b) Ordering AEC forms. (1) AEC of­
fices shall consolidate their requirements 
for each form for all installations under 
their jurisdiction for minimum periods 
of 6 months and submit them to the 
Publications and Visual Aids Branch, 
Division of Headquarters Services, as re­
quested during February and August of 
each year. Forms may be requisitioned in 
units of ten (10) or five hundred (500).

(2) Additional requisitions within the 
6-month period shall be submitted only 
in unusual circumstances. Such requisi­
tions shall be submitted on Form AEC 
205 to the Publications and Visual Aids 
Branch, Division of Headquarters Serv­
ices.

(c) Cost-type contractors shall obtain 
their requirements for AEC forms 
through the AEC.
§ 9—5.5206—4 Standard, optional and 

other agency forms.
(a) Source o f  supply. The General 

Services Administration stocks for issue 
to agencies standard forms approved by 
the Bureau of the Budget or the General 
Accounting Office and other common- 
use forms, such as Treasury forms, Civil 
Service forms, and optional forms. The 
Federal Supply Stores Catalog lists forms 
carried in stock.

(b) Ordering forms from Federal Sup­
ply. Service. AEC offices shall submit 
purchase orders for standard forms, ex­
cept as specified in paragraph (c) of this 
section, directly to the appropriate Fed­
eral Supply Stores Depot. Orders for 
forms may include requests for other 
items normally carried in stock. Orders 
for quantities of forms in excess of quan­
tities normally furnished from stock will 
be extracted by the stores depot and sent 
to GSA Region 3, Washington, D.C. 
20407, to be filled either by GSA Region 
3 or by the Government Printing Office.

(c) Overprinted or altered forms. 
Forms that require overprinting, serial 
numbering, or different grade, weight, or 
color of paper, or a major alteration in 
construction shall be requisitioned from 
the publications and Visual Aids Branch, 
Division of Headquarters Services.

(d ) Cost-type contractors shall obtain 
their requirements for standard, option­
al, and other agency forms through the 
AEC.
§ 9—5.5206—5 Steel filing cabinets.

(a ) Procurement of steel filing cabi­
nets, by either AEC or cost-type con­
tractors, is subject to AEC utilization 
requirements and the moratorium on 
purchase imposed by FPMR 101-25. 
104-2.

(b) Requirements for all letter- and 
legal-size general-purpose steel cabinets

which cannot be met within AEC shall 
be submitted to the appropriate GSA 
regional office accompanied by or fol­
lowing written certification by the AEC 
Field Office Manager concerning the need 
and the actions prerequisite to ordering 
as outlined in FPMR 101-26.308-1 and -2.

(c) To the fullest extent possible, the 
five-drawer cabinet shall be procured.

(d) Requirements concerning pro­
curement of insulated file cabinets and 
those required for classified records are 
covered in § 9-5.5206-5a.
§ 9—5.5206—5a Security cabinets.

(a ) FPMR 101-25.104-2 states that 
the moratorium on the purchase of filing 
cabinets does not apply to fire-resistant 
insulated file cabinets and those required 
for storage of classified records desig­
nated as security file cabinets by GSA. 
However, for AEC purposes, such cabi­
nets shall not be procured by AEC or 
cost-type contractors unless approved by 
the Manager of a Field Office an the 
basis that AEC utilization requirements 
and the “prerequisites to ordering” 
criteria outlined in FPMR 101-26.308-1 
have been met (GSA approval not re­
quired) .

(b ) In the event any security cabinets 
are approved for purchase, the proce­
dures established in FPMR 101-26.507 for 
consolidated procurement of security 
cabinets shall be followed.
§ 9—5.5206^6 New refrigerators.

AEC offices shall procure new refriger­
ators in accordance with FPMR 101— 
26.503. When cost-type contractors, con­
sistent with the policy set forth in 
§ 9-5.901, procure new refrigerators from 
GSA supply sources, they shall procure 
in accordance with FPMR 101-26.503.
§ 9—5.5206—7 New electric water coolers.

AEC offices shall procure new electric 
water coolers in accordance with FPMR 
101-26.502. When cost-type contractors, 
consistent with the policy set forth in 
§ 9-5.901, procure new electric water 
coolers from GSA supply sources, they 
shall procure in accordance with FPMR 
101-26.502.
§ 9—5.5206—8 Rental of post office 

boxes.
AEC offices and cost-type contractors 

may rent post office boxes on an annual 
basis, or for shorter periods by quarters 
where necessary. Payments for annual 
rentals are to be made in advance at the 
beginning of the fiscal year, and for 
periods of less than a year either in ad­
vance for the whole period, or at the 
beginning of each quarter in which the 
box is to be used.
§ 9—5.5206—9 Government license tags.

(a ) In the District of Columbia. Offi­
cial Government tags shall be procured 
(without charge) by the Procurement, 
Supply and Transportation Branch, 
Division of Headquarters Services, from 
the Department of Vehicles and Traffic, 
District of Columbia, for all motor vehi­
cles (except vehicles exempt for security 
purposes) operated principally in the 
Metropolitan Area of Washington, D.C.
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(b) Outside the District of Columbia. 
AEC offices operating Government- 
owned motor vehicles for official purposes 
(including Government vehicles operated 
by cost-type contractors), principally 
outside the Metropolitan Area of Wash­
ington, D.C., shall (except for vehicles 
exempt for security purposes) procure 
official U.S. Government tags from the 
Superintendent of Industries, District of 
Columbia, Department of Correction, 
Lorton, Va., in accordance with the fol­
lowing instructions:

(1) Orders (Form AEC-103) shall 
include code letter “E” and tag numbers, 
delivery dates, consignment and shipping 
instructions, symbol of the appropria­
tion to be charged, amount of obligation 
which has been established on the books 
of the AEC Field Office, and the signature 
of an officer authorized to obligate the 
appropriation to be charged.

(2) See FPMR 101-38.3 concerning 
prices to be used for obligation purposes 
when ordering tags.

(3) Where the size of the shipment re­
quires use of a Government bill of lading, 
that document shall accompany the 
purchase order. Where quantities are 
mailable, the District of Columbia, De­
partment of Correction, will supply the 
necessary postage and add the cost to 
the invoice. (A pair of tags weighs ap­
proximately 1 pound, 1 ounce.)

(4) The letter “E” is the prefix symbol 
for AEC official license tags. Block num­
bers have been assigned to field offices. 
Additional numbers will be assigned by 
the Division of Contracts, Headquarters, 
when requested.

(c) Special plates. Special plates for 
security purposes shall be purchased by 
AEC offices for AEC and cost-type con­
tractors in accordance with local laws, 
regulations and instructions.
«9—5.5206—10 Lubricating and trans­

former oil.

AEC offices shall procure lubricating 
and transformer oil in accordance with 
FPMR 101-26.602. When cost-type con­
tractors, consistent with § 9-5.901, pro­
cure lubricating and transformer oil 
trom GSA supply sources, they shall 
procure in accordance with FPMR  
101-26.602.
§ 9-5,5206—11 Arms and ammunition.

Pursuant to 10 U.S.C. 4655, the Sec­
retary of the Army is authorized to 
umish arms, suitable accouterments 
or use therewith, and ammunition for 
ne protection of public money and 

Property.
(a) The Department of the Army has 

granted a general clearance for Federal 
agencies to procure, without further ref­
erence to or clearance from that Depart- 
wnf k a11 arms and ammunition of types

men are not peculiar to the military 
ces, and which are readily procura­

ble in the civilian market.
(b) Procurement of arms and ammu- 

nitl0n readily procurable in the civilian 
market shall be made in accordance with 
regular procurement procedure by 
ei er AEC or cost-type contractors.
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(c) Procurement of arms and ammu­

nitions for AEC or cost-type contractors 
which are peculiar to the military serv­
ices shall be made by the AEC by sub­
mission of order Form AEC-103 to the 
Commanding General, U.S. Army Ma­
teriel Command, Washington, D.C. 
20315.
§ 9—5.5206—12 Furniture.

AEC offices and cost-type contractors 
shall procure furniture in accordance 
with FPMR 101-26.505.
§ 9—5.5206—13, Gasoline, fuel oil (diesel 

and burner), kerosene, and solvents.
AEC offices and cost-type contractors 

shall submit their requirements for gaso­
line, fuel oil (diesel and burner), kero­
sene, and solvents to the GSA regional 
office servicing the State in which de­
livery is required in accordance with 
FPMR 101-26.404.
§ 9-5.5206-14 Gold.

Purchase of gold or gold scrap by the 
AEC or its cost-type contractors does not 
require licensing as long as title to the 
gold is vested in the Governmept. All 
such purchases, however, unless made 
from another Government agency shall 
be made from a commercial firm holding 
a U.S. Treasury Department gold license 
authorizing such transactions.
§ 9—5.5206—15 Purchases of sundry 

items from Government Printing 
Office.

AEC offices shall purchase from the 
Government Printing Office, Washington, 
D.C. 20401, paper, envelopes, inks, glues, 
and other supplies, as listed in the cur­
rent GPO Catalog and Price List for such 
items; except that AEC offices may pur­
chase such items from other sources 
when it is more economical to do so, 
taking into consideration the cost of 
packing and transportation.
§ 9—5.5206—16 [Reserved]
§ 9—5.5206—17 M andato ry  item s—

prison-made and blind-made prod­
ucts.

AEC offices and cost-type contractors 
shall procure items listed in the Schedule 
of Products made in Federal penal and 
correctional institutions and in the 
Schedule of Blind-made Products in ac­
cordance with FPMR 101-26.601.
§ 9—5.5206—18 [Reserved]
§ 9—5.5206—19 [Reserved]
§ 9—5.5206—20 Mate r ia l s  h a n d l i n g

equipment replacement standards.
Materials handling equipment shall be 

purchased for replacement purposes by 
AEC offices and cost-type contractors in 
accordance with the standards in FPMR  
101-25.405. Managers of Field Offices are 
authorized to replace an item earlier than 
the date specified in such standards un­
der unusual circumstances. A  written 
justification shall be placed in the pur­
chase file.
§ 9—5.5206—21 Calibration services.

Orders for calibration service may be 
placed with the National Bureau of
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Standards, Washington, D.C. 20234, by 
either AEC procurement offices or cost- 
type contractors. Copies of the letters 
authorizing cost-type contractors to or­
der calibration services on behalf of AEC 
should be sent to the Bureau of Stand­
ards, Attention: “Administrative Serv­
ice Division.”
§ 9—5.5206—22 U.S. Code  Annotated 

and Lifetime Federal Digest.
Appropriation Acts may provide that 

no part of the appropriation shall be 
used to pay: in excess of $4 per volume 
for the current and future volumes of 
the United States Code Annotated, and 
such volumes shall be purchased on con­
dition and with the understanding that 
latest published cumulative annual 
pocket parts issued prior to the date of 
purchase shall be furnished free of 
charge; or in excess of $4.25 per volume 
for the current or future volumes of the 
Lifetime Federal Digest; or in excess of 
$6.50 per volume for the current or future 
volumes of the Modern Federal Practice 
Digest. When such a general limitation 
appears in appropriation legislation, it 
is applicable to both AEC and cost-type 
contractor procurement.
§ 9—5.5206—23 Wiretapping and eaves­

dropping equipment.
All procurement by AEC offices and 

cost-type contractors of devices primarily 
designed to be used surreptitiously to 
overhear or record conversations is 
prohibited.
§ 9-5.5206-24 Coal.

GSA coal purchase program; GSA 
makes annual contracts for direct de­
livery of coal in carload or larger lots 
based on estimates submitted by Fed­
eral agencies to GSA. This purchase 
program is optional for the AEC and 
cost-type contractors. If participation in 
the program is desired, estimates shall 
be submitted directly to the appropriate 
GSA regional office in accordance with 
FPMR 101-26.504.
§ 9—5.5206—25 P r o c u r e m e n t  of gas 

masks and canisters.
(a) M9 Army assault mask. (1) Sup­

plies of the M9 Series Protective Field 
Mask (Army assault mask) are being 
maintained at Oak Ridge, Tennessee, 
and Richland, Washington, for requisi­
tion by AEC offices and cost-type 
contractors.

(2) The masks supplied by Oak Ridge 
and Richland have been refinished to 
serviceable condition and tested for re­
liability before they are placed in stock. 
Each mask has been equipped with an 
M il canister, following rehabilitation, 
laundering, and tests, and is packaged 
individually in a transparent film bag.

(3) For requisition of masks, pur­
chasers should state, in addition to in­
formation for shipment, quantity of 
masks required in large or medium size, 
and whether a carrier for each mask is 
required. Price of each mask, with or 
without carrier, is $6.50. Applicable pur­
chase order or requisition should be di­
rected as follows:
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For delivery east of the Mississippi River: 
Union Carbide Oorp., Nuclear Division, Oak

Ridge Gaseous Diffusion Plant, Post Office
Box P, Oak Ridge, Tenn. 37830.
For delivery west of the Mississippi River: 

ITT Federal Support Services, Inc., Poet Office
Box 100, Richland, Wash. 99352.
(b) Canisters. (1) Replacement can­

isters, when required, will be procured 
by appropriate AEC offices. The canisters 
for use with the M9 mask bear the fol­
lowing identification and unit price:
Canister, M il, FSN 4240-112-9365, $2.00. 
Canister, M l4, FSN 4240-203-3733, $7.82.'

(2) AEC purchase orders for supplies 
of these canisters should be addressed to:
Commanding General, Ammuntion Procure­

ment and Supply Agency, Joliet, HI. 60431,
Attention: SMUAP-QNND.

(3) Cost-type contractors shall obtain 
replacement canisters through the AEC.
§ 9—5.5206—26 Procurement of elec­

tronic data processing tape.
(a ) All AEC direct procurement of 

electronic data processing tape shall be 
made in accordance with the provisions 
Of FPMR 101-26.508.

(b) AEC offices having requirements 
in excess of the maximum order limita­
tion of the Federal Supply Schedule 
should contact GSA directly to make ar­
rangements for obtaining the quantities 
needed, in accordance with the provi­
sions of FPMR 101-26.508-1 (b ) .

(c) AEC offices having requirements 
for types of electronic data processing 
tape other than those covered by Interim 
Federal Specification W-T-0051a (G SA - 
FSS) or current Federal Supply Sched­
ules shall submit their requirements di­
rectly to GSA in accordance with the 
provisions of FPMR 101-26.508-2.

(d) Managers of Field Offices shall re­
quire all their cost-type contractors who 
come within the scope of § 9-59.002 (b) to 
obtain their requirements for electronic 
data processing tape in accordance with 
the provisions of FPMR 101-26.508-1. 
However, when adequate justification 
exists, Managers of Field Offices may au­
thorize these cost-type contractors to ob­
tain their tape from other sources. For 
example, if the 800 BPI, ^ -inch tape 
(Interim Federal Specification W -T -  
0051a (GSArF S S )) will not adequately 
meet a contractor’s technical require­
ments, the Manager may authorize the 
contractor to obtain its requirements 
from other sources. When a Manager 
does authorize a contractor to obtain its 
requirements from other sources, a copy 
of the authorization, together with a 
brief statement of the justification, 
should be sent to the Division of Con­
tracts, Headquarters, for informational 
purposes.

(e) AEC offices should consolidate 
their requirements and the requirements 
of their cost-type contractors for elec­
tronic data processing tape when it ap­
pears that such action would be practical 
and would result in significant price ad­
vantages to the Government.

RULES AND REGULATIONS
§ 9—5.5207 Special materials.

This section covers the purchase of 
materials peculiar to the AEC program. 
While purchases of these materials are 
unclassified, quantities, destination or 
use may be classified. See appropriate 
sections of the Classification Guide. 
Managers of Field Offices shall require 
cost-type contractors to obtain the spe­
cial materials identified in the following 
subsections in accordance with the pro­
cedures stated therein.
§ 9-5.5207-1 [Reserved]
§ 9—5.5207—2 Heavy water.

The Division of Production controls 
the procurement and production of heavy 
water. AEC offices and cost-type con­
tractors shall place orders directly with 
the Division of Production, Headquarters.
§ 9—5.5207—3 Platinum.

The New York Operations Office is 
responsible for maintaining the AEC 
platinum supply. AEC offices and cost- 
type contractors shall clear with the New 
York Operations Office as to the avail­
ability of AEC platinum prior to the pur­
chase of platinum on the open market.
§ 9—5.5207—4 Radium and radium com­

pounds.
(a ) The Division of Raw Materials is 

responsible for procuring radium and 
radium compounds (including radium, 
mesothorium, radium D, and associated 
radioactive substances) as requested by 
the New York Operations Office. AEC 
offices and cost-type contractors shall 
place requirements directly with the New 
York Operations Office.

(b) The New York Operations Office 
is responsible for the procurement of 
services for:

(1) Storage of radium salts and sources 
returned.

(2) Recovery of radium from AEC- 
owned incapsulated radium sources. AEC 
offices and cost-type contractors shall ob­
tain such services in accordance with 
arrangements established’ by the New 
York Operations Office.

Subpait 9—5.54— Use of Procurement 
and Supply Management Support 
Services at the Nevada Test Site 
and the Nuclear Rocket Develop­
ment Station

§ 9—5.5400 Scope of subpart.
(a) This subpart sets forth AEC policy 

for the use of the procurement and sup­
ply management support services at the 
Nevada Test Site and the Nuclear Rocket 
Development Station.

tb) The provisions of this subsection 
shall be applied to cost-type contractors 
carrying out projects at the NTS and 
the NRDS.
§ 9-5.5401 Policy.

As an integral part of their responsi­
bility for furnishing project-related ma­
terials, equipment, and technical serv­
ices, the Nevada Operations Office and

the Space Nuclear Propulsion Office- 
Nevada will, except in special cases, pro­
vide to the fullest practicable extent the 
necessary procurement and supply man­
agement support services required to 
support the technical efforts of all or­
ganizations sponsoring experiments or 
participating in the scientific aspects of 
experiments conducted at the NTS and 
the NRDS. Furthermore, all organiza­
tions that are carrying out projects or 
performing work at the NTS and the 
NRDS will make the fullest practicable 
use of these facilities and services to 
prevent unnecessary duplication to as­
sure maximum efficiency and economy.
Subpart 9-5.55— Purchase or Lease 

Determinations 
§ 9—5.5500 Scope o f subpart.

(a ) This subpart implements and 
supplements FPMR 101-25.5 which pre­
scribes guidelines to be used in deter­
mining whether acquisition of particu­
lar types of equipment should be by 
purchase or lease.

(b) The requirements of this subpart 
shall be applied to cost-type contractors.
§ 9-5.5501 Policy.

(a ) The guidelines prescribed in FPMR 
101-25.5 for making purchase or lease 
determinations shall be applied to the 
acquisition of all types of equipment. 
These guidelines shall be used in making 
lease-versus-purchase determinations at 
time of original acquisition, when lease 
renewals are being considered, or at 
other times as circumstances warrant.

(b) Contracting officers shall assure 
the use of applicable lease-versus-pur­
chase guidelines in all procurement and 
simply operations under their juris­
diction.
§ 9—5.5502 Utilization of excess equip­

ment or interests in equipment*
Excess lists shall be consulted prior to 

leasing equipment in both original and 
renewal leasing actions. Also, leased 
equipment shall be offered for utilization 
by other AEC offices and AEC contractors 
prior to release whenever an accumu­
lated credit toward purchase of the 
equipment will be lost.
§ 9—5.5503 Maintenance of records.

Appropriate records shall be main­
tained of all lease-purchase studies and 
other pertinent data used to support ad­
ministrative actions taken.
§ 9—5.5504 Funding considerations.

Unavailability of funds is generally not 
adequate justification for a decision to 
lease when purchase is indicated by the 
lease-purchase study to be the mor® 
economical course of action. In such cir­
cumstances it is essential that every ef­
fort be made to follow the purchase 
course of action. This is true both with 
respect to the initial study and with re­
spect to those studies made at the times 
leases are renewed or when other cir­
cumstances warrant.
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§ 9-5.5505 Leasing of equipment.
If leasing of equipment is necessary, 

and a lease with purchase option ex­
ecuted, IJie purchase option shall be 
exercised at the earliest possible date, 
provided the lease-purchase study at that 
date indicates that purchase is still the 
more economical course of action.

PART 9-6— FOREIGN PURCHASES
Subpart 9—6 .1 — Buy American Act— Supply and 

Service Contracts
Sec.
9-6.100 Scope.
9-6.103 Exceptions.
9-6.103-2 Nonavailability in  th e  U n ite d  

States.
9-6.103-3 Unreasonable cost or inconsist­

ency with the public interest.
9-6.104-4 Evaluation of bids and proposals.
9-6.150 Duties and customs.
9-6.151 AEC list of supplies excepted from

Buy American Act (supplies to 
be procured for public use ).

Subpart 9—6.8— Balance of Payments Program 
9-6.800 Scope.

Authority: The provisions of this Part 
9-6 issued under sec. 161 of the Atomic En­
ergy Act of 1954, as amended, 68 Stat. 948, 
42 U.S.C. 2201; sec. 205 of the Federal Prop­
erty and Administrative Services Act of 
1949, as amended, 63 Stat. 390, 40 U.S.C. 486.

Subpart 9—6.1— Buy American Act—  
Supply and Service Contracts 

§ 9-6.100 Scope.
(a) This subpart implements FPR  

Subpart 1-6.1.
(b) The requirements of FPR Subpart 

1-6.1 and this subpart apply to cost-type 
contractor procurement.
§ 9—6.103 Exceptions.
§9-6.103—2 N on av a i l a b i l i t y  in the 

United States.
Contracting officers may make the de­

terminations required by FPR 1-6.103-2, 
provided such determination is factually 
supported in writing.
§ 9-6.103—3 Unreasonable cost or in­

consistency with the public interest.
Except as provided in § 9-6.104-4(a ), 

tne General Manager shall make the de­
termination required by FPR 1-6.103-3.
§ 9-6.104—4 Evaluation of bids and 

proposals.
(a) If an award for more than $ 100,000 

"OQld be made to a domestic concern iJ 
« , P -percent factor is applied, but 
would not be made if the 6-percent fac- 

aPPlied, Managers of Field Offices 
without power of redelegation may make 

e determination as to whether th( 
ward to the small business concern oi 
, surplus area concern would in- 

whv,6 ^H^asonable cost or inconsistencj 
i L r  Public interest (see FPP 
1 -6 .1 0 3 -3 ) .

Managers of Field Offices shall 
tv.2 ™ ?r°P°sed awards (in triplicate) to 

in n ^  ,°i Contracts where: 
fnr . Rejection of an acceptable low 
nrvvf/Pi ° i(i is considered necessary to 

ect essential national security in­

terests such as maintenance of a mobili­
zation base; and

(2) Rejection of any bid or proposal 
for other reasons of the national interest 
when it is considered necessary
§ 9—6.150 Duties and customs.

Whenever any procurement office pur­
chases supplies with respect to which 
there might arise a claim to a refund or 
drawback of customs duties paid thereon 
(to the extent such drawback is author­
ized pursuant to the Tariff Act of 1930, 
19 United States Code, Chapter 4), the 
price paid shall ordinarily include the 
customs duties, and accordingly the sup­
plier will have no claim to a drawback. 
On the other hand, when the price to be 
paid for any such purpose does not in­
clude the customs duties, then the sup­
plier will have the right to claim any 
drawback with respect thereto provided
(a ) he has reserved such right in con­
nection with such sale or consignment, 
and (b) he produces evidence that such 
reservation was made with the knowl­
edge and consent of the exporter.
§ 9—6.151 AEC list of supplies excepted 

from Buy American Act (supplies to 
be procured few public use ). 

Antimony.
Asbestos.
Bauxite.
Bismuth.
Books, trade, text, technical, or scientific; 

newspapers, magazines; periodicals; printed 
briefs, and films; not printed in the United 
States, and for which domestic editions 
are not available.

Cadmium.
Calcium Cyanamide.
Castor oil.
Chrome ore or chromite.
Cobalt (ore and metals).
Cork.
Cryolite, natural.
Diamonds, industrial and abrasive.
Graphite, natural.
Iodine.
Jute and jute burlaps.
Logs, veneer, and lumber from balsa, green- 

heart, lignum vitae, mahogany, and teak. 
Mica.
Nickel.
Crude pertoleum, petroleum fuels, and pe­

troleum lubricants.’ v 
Platinum and related group metals.
Radium salts, source and special nuclear ma­

terials.
Rubber, crude, and latex.
Rutile.
Shellac.
Spare parts for equipment of foreign manu­

facture, and for which domestic parts are 
not available.

Sperm oil.
Tartaric acid.
Tin.

Suggestions for changes in and addi­
tions to the above list, with appropriate 
justifications, shall be submitted to the 
Director, Division of Contracts.
Subpart 9-6.8— Balance of Payments 

Program
§ 9—6.800 Scope.

The policies and procedures of FPR  
Subpart 1-6.8 shall be applied to cost- 
type contractor procurement for use out­
side the United States.

PART 9-7— CONTRACT CLAUSES
Sec.
9-7.000 Scope of part.
9-7.000-50 Policy, cost-type contracte«:

Subpart 9-
procurement.

-7.50— Use of Standard. Clauses
9-7.5000 Scope of subpart.
9-7.5001 General policy.
9-7.5002 [Reserved]
9-7.5003 Deviations.
9-7.5004 Standard AEC clauses which are

9-7.5004-1
mandatory as to text. 

Convict labor.
9-7.5004-2 Covenant against contingent

9—7.5004—3
fees.

Disputes.
9-7.5004-4 Equal opportunity.
9-7.5004-5 Officials not to benefit.
9-7.5004-6 Assignment of claims.
9-7.5004-7 [Reserved]
9-7.5004-8 [Reserved]
9—7.5004—9 [Reserved]
9-7.5004-10 Examination of records..
9-7.5004-11 Security.
9-7.5004—12 [Reserved]
9-7.5004-13 Contract Work Hours Stand­

9-7.5004-14

ards Act— Overtime Com­
pensation.

Walsh-Healey Public Contracts

9-7.5004-15
Act.

Labor (construction contracts).
9-7.5004-16 Buy American Act.
9-7.5004-17 Buy American Act (construc­

9-7.5004-18
tion). !

[ Reserved J
9-7.5004-19 [Reserved]
9-7.5004-20 Renegotiation.
9-7.5004-21 Classification.
9—7.5004—22 Disclosure of information.
9-7.5004-23 [Reserved]
9-7.5004-24 Nuclear hazards indemnity.
9-7.5004-25 Nuclear hazards indemnity—

9-7.5004-26
product liability.

Indemnity assurance to archi­

9-7.5005

tect-engineer or supplier 
prior to operation of a pro­
duction or utilization facil­
ity.

Standard FPR clauses not in­

9-7.5005-1
cluded in § 9-7.5004. 

Additional bond security.
9-7.5005-2 Changes (fixed-price supply
9-7.5005-3 Default (fixed-price supply

9-7.5005-4
contracts). 

Definitions.
9-7.5005-5 Extras.
9-7.5005-6 Inspection (fixed-price supply).
9-7.5005-7 Payments.
9-7.5005-8 Variation in quantity.
9-7.5005-9 Utilization of small business

concerns.
9-7.5005-10 Liquidated damages.
9-7.5005-11 Federal, State, and local taxes.
9-7.5005-12 [Reserved]
9-7.5005-13 Responsibility for supplies.
9-7.5005-14 Utilization of concerns in labor 

surplus areas.
9-7.5005-15 Small business subcontracting 

program.
9-7.5005-16 Labor surplus area subcontract­

ing program.
9-7.5005-17 Changes to make-or-buy pro­

gram.
9-7.5005-18 Price reduction for defective 

cost or pricing data.
9-7.5005-19 Audit and records— fixed-price 

supply and fixed-price con­
struction contracts.

9-7.5005-20 Subcontractor cost ahd pricing 
data.

9-7.5006 Standard AEC clauses not in­
cluded In § 9-7.5004 or § 9- 
7.5005.

9-7.5006-1 Accounts, records, and inspec­
tion (CPFF).
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Sec.
9-7.5006-2
9-7.5006-3
9-7.5006-4
9-7.5006-5
9-7.5006-6
9-7.5006-7
9-7.5006-8
9-7.5006-9

9-7.5006-10

9-7.5006^11

9-7.5006-12

9-7.5006-13

9-7.5006-14

0-7.5006-15

9-7.5006-16

9-7.5006-17

9-7.5006-18
9-7.5006-19
9-7.5006-20
9-7.5006-21
9-7.5006-22
9-7.5006-23

9-7.5006-24

9-7.5006-25

9-7.5006-26
9-7.5006-27
9-7.5006-28
9-7.5006-29
9-7.5006-30
9-7.5006-31
9-7.5006-32
9-7.5006-33
9-7.5006-34
9-7.5006-35
9-7.5006-36
9-7.5006-37
9-7.5006-38
9-7.5006-39
9-7.5006-40
9-7.5006-41
9-7.5006-42
9-7.5006-43
9-7.5006-44
9-7.5006-45

9-7.5006-46
9-7.5006-47

9-7.5006-48
9-7.5006-49
9-7.5006-50
9-7.5006-51

9-7*5006-52

9-7.5006-53

9-7.5006-54

Alterations and additions. 
[Reserved]
Changes (CFFP).
[Reserved]
Contractor’s organization. 
Copyright (General).
Copyright (Motion Pictures). 
Allowable costs and fixed fee 

(CPFF operating and con­
struction contracts). 

Allowable costs and fixed fee 
(supply contracts and re­
search and development con­
tracts with concerns other 
than educational institu­
tions) .

Allowable costs (research and 
development contracts with 
educational institutions). 

A llo w a b le  costs and fixed 
fee (architect-engineer con­
tracts) .

Drawings, designs, specifica­
tions.

Obligation of funds, estimates 
of cost (other than operating 
contracts).

Obligation of funds (operating 
contracts). .

Background patent rights and 
background technical data. 

Patents contractor held harm­
less.

Patent indemnity.
Patent provisions, Type A. 
Patent provisions, Type B. 
Patent provisions, Type C. 
Patents— reporting of royalties. 
Payments and advances (cost- 

type contracts where funds 
are advanced by A E C ).

Special bank account agree­
ment.

Payments (cost-type contracts 
where funds are not ad­
vanced) .

Property (CPPP).
Property (fixed price).
[Reserved]
Contractor procurement.
Taxes (CPPP).
Taxes (fixed-pricecontracts). 
Workmanship and materials. 
[Reserved]
[Reserved]
[Reserved]
Nuclear reactor safety. 
[Reserved]
[Reserved]
[Reserved]
[Reserved]
[Reserved]
[Reserved]
[Reserved]
[Reserved]
Consultant or other comparable 

employment services of con­
tractor employees. 

Assignment.
Safety, health, and fire protec­

tion.
Permits]
Notice of labor disputes. 
Litigation and claims.
Required bonds and insurance—  

exclusive of Government 
property.

Priorities, allocations, and al­
lotments.

Soviet-Bloc controls (unclassi­
fied research contracts with 
educational institutions). 

Controls in the national in­
terest (unclassified research 
contracts with educational 
institutions).

Sec.
9-7.5006-55

9-7.5006-56

9-7.5006-57

9-7.5006-58

9-7.5006-59

9-7.5006-60

9—7.5007
9-7.5007-1
9-7.5007-2
9-7.5007-3
9-7.5007-4
9-7.5007-5
9-7.5007-6

9-7.5007-7

9-7.5007-8

9-7.5007-9

9-7.5007-10

9-7.5007-11

9-7.5007-12

9-7.5007-13

9-7.5007-14
9-7.5007-15

9-7.5007-16

9-7.5007-17

Avoidance of conflicts of in­
terest (contracts with uni­
versities where ABC has major 
investments in facilities but 
does not own or lease the 
land ).

Statement of work (cost-type 
contracts).

Limitation of price and con­
tractor performance (multi­
year contracts).

Cancellation (multiyear con­
tracts) .

Private use of contract infor­
mation and data.

Preservation of individual oc­
cupational radiation exposure 
records.

Suggested ABC Clauses.
[Reserved]
Key personnel.
Other contracts.
[Reserved]
Price redetermination.
Established price article for 

standard off-the-shelf items 
(escalation).

Established price article for 
semistandard items (escala­
tion) .

General price escalation article 
involving cost breakdowns.

General price escalation article 
(no cost breakdowns).

Escalation article for nonstand­
ard steel items.

Price escalation article for 
standard steel items.

Price escalation article for 
standard steel items (non­
producer) .

Price escalation article for 
standard aluminum items.

[Reserved]
Termination article for cost- 

plus-a-fixed-fee architect- 
engineering contracts.

Termination article for lump­
sum architect-engineer con­
tracts.

Termination article for operat­
ing contracts.

A u t h o r it y  : The provisions of this Part 9-7 
issued under sec. 161 of the Atomic Energy 
Act of 1954, as amended, 68 Stat. 948, 42 
U.S.O. 2201; sec. 205 of the Federal Property 
and Administrative Services Act of 1949, as 
amended, 63 Stat. 390, 40 TJ.S.C. 486.

§ 9—7.000 Scope o f part.
Since FPR Part 1-7 employs a differ­

ent system of grouping contract clauses 
in its various subparts; e.g., by types of 
contracts such as fixed-price supply, the 
AEC use of standard clauses has been 
treated in a separate Subpart 9-7.50. 
Where appropriate, however, the indi­
vidual clauses in FPR Part 1-7 are re­
ferred to, rather than repeated in Sub­
part 9-7.50.
§ 9—7.000—50 Policy, cost-type contrac­

tor procurement.
Contracting officers shall require cost- 

type contractors to use terms and condi­
tions in connection with procurement 
under their AEC contracts which are 
adequate to protect the Government’s 
interests consistent with their contrac­
tual obligations. In addition to the prime 
contract flowdown provisions, the in­
structions and notes in §§ 9-7.5004-3,

9-7.5004-10, and 9-7,5006—47 are to be 
applied to cost-type contractor procure­
ment. Other terms and conditions shall 
be included as may be required as a mat­
ter of law (e.g., Contract Work Hours 
Standards Act— Overtime Compensation, 
Davis-Bacon Act, etc.) or as appropriate 
under the circumstances.

Subpart 9—7.50— Use of Standard 
Clauses

§ 9—7.5000 Scope of subpart.
This subpart sets forth (a) the general 

policy covering the use of standard con­
tract clauses prescribed by the FPR and 
by the AECPR; (b) the applicability of 
policies, procedures, and standard 
clauses; (c) the procedures to be followed 
for deviating from the standard clauses; 
(d) the policy covering and standard 
form of clauses to be used in connection 
with price redetermination; and (e) the 
use of price escalation clauses.
§ 9—7.5001 General policy.

It is the policy of AEC to use standard 
contract clauses wherever practicable. 
Uniformity in form and substance of con­
tract clauses tends to assure impartial 
treatment of all contractors, expedites 
negotiation and contract review, and 
facilitates contract administration.
§ 9-7.5002 

§ 9-7.5003
[Reserved]
Deviations.

The standard clauses set forth or re­
ferred to in thus subpart are arranged 
in three groups. The deviation proce­
dures which are applicable to each group 
of clauses are as follows:

(a) Standard AEC clauses which are 
mandatory as to text. These clauses are 
set forth or are referred to in § 9-7.5004 
and, where they are appropriate for use 
in a contract, deviations from these 
clauses shall not be made unless approved 
by the Director, Division of Contracts, 
after coordination with the Controller, 
General Counsel, and any other appro­
priate Headquarters office. Requests for 
Headquarters approval shall be submit­
ted in triplicate and shall be accom­
panied by a detailed supporting state­
ment and a draft of the proposed clause, 
as amended. If Headquarters approval 
of the contract is required, requests for 
approval of deviations and approval oi 
the contract may be combined. (Minor 
changes in wording which may become 
necessary in negotiations are not con­
sidered deviations: Provided, Counsel 
determines that the change is not pro­
hibited by statute, executive order, or 
administrative regulation and does not 
alter the meaning, intent, or basic prin­
ciples expressed in these clauses.)

(b) Standard FPR clauses not in- 
eluded in paragraph (a), of this section 
These clauses are referred to in § »" 
7.5005. While these are not AEC manda­
tory-as-to-text clauses, they are stanaax 
FPR clauses and deviations from th»e 
clauses may be made only in accordanc 
with the deviation procedures set fort 
in § 9-1.109.

(c) Standard AEC clauses not in­
cluded in paragraph (a ) or (b) of ***.

FEDERAL REGISTER, VOL. 34, NO. 186— SATURDAY, SEPTEMBER 27, 1969



RULES AND REGULATIONS 15143

section. These clauses are set forth In 
§ 9-7.5006 and, in addition to those re­
ferred to in paragraphs (a ) and (b ) of 
this section, constitute standard provi­
sions for use in AEC contracts. Deviations 
shall not be made merely because of per­
sonal preferences. Except as provided in 
other subparts of the AECPR, deviations, 
in addition to those specifically author­
ized by this subpart, may be made only 
with the approval of the Manager of a 
Field Office, after consultation with 
counsel; except that deviations which 
make allowable any of the costs specifi­
cally listed as unallowable in the cost 
clauses set forth in § 9-7.5006, or which 
would conflict with the policy and prin­
ciples expressed in Subpart 9-15.50 or 
Part 9-15 of the AECPR or other appli­
cable directives, shall be made in prime 
contracts or in subcontracts only with 
the approval of the Director, Division of 
Contracts, after consultation with the 
Controller, General Counsel, and any 
other appropriate Headquarters office. 
The contract file shall contain a state­
ment explaining any substantial devia­
tion unless the reason for such deviation 
is obvious because of the unusual nature 
of the contract. Changes which become 
necessary as a matter of standard prac­
tice shall be reported to the Director, 
Division of Contracts, with a recom­
mendation, in triplicate, as to the need 
for modifying the text of the standard 
clause.

(d) Suggested AEC clauses. These 
clauses, set forth in § 9-7.5007, constitute 
suggested provisions for use in AEC con­
tracts. They may be modified in the light 
of specific contracting situations. No 
deviation procedure is required except as 
may be prescribed by individual field 
offices.

§ 9-7.5004 Standard AEC clauses which 
are mandatory as to text.

This section sets forth standard AEC 
contract clauses and refers to FPR  
standard clauses, both of which are 
mandatory as to text when used in AEC 
prime contracts.
§ 9—7.5004—1 Convict labor.

S eePPR i-12 .203 .

§ 9-7.5004—2 Convenant against contin­
gent fees.

See FPR  1-1.503.
Note A: This article is required in all 

contracts.
Note B : In  cost-type contracts, modify 

this article by adding before the initial para- 
S^ph thereof “ (a ) Warranty— Termination 
or deduction for breach”— and adding the 
following paragraph:

'(b ) Subcontracts and purchase orders. 
unless otherwise authorized by the Con- 
F^jing Officer in writing, the contractor 
hall cause provisions similar to the foregoing 
o be inserted in all subcontracts and pur- 
nase orders entered into under this

contract.”

§9-7.5004-3 Disputes.
(a) See FPR 1-7.101-12.

. Subcontracts: The fo llow ing clause 
implements § 9-59.003<j) with respect to 
msputes provisions in  cost-type eontrac- 
ror Procurement documents:

Disputes Clause

(1 ) Except as otherwise provided in this
,------------------- P any dispute concerning a ques­
tion of fact arising u n d e r --------- ----------3
which is not disposed of by agreement shall 
be decided by the AEC Contracting Officer 
for the prime contractor’s Contract No.
________ who shall reduce his decision to
writing and mail or otherwise furnish a copy 
thereof to the prime contractor and the 
_________ ____ .* The decision of the Con­
tracting Officer shall be final and conclusive 
unless within 30 days from the date of re­
ceipt of such copy th e ______________* mails or
otherwise furnishes to the Contracting Officer 
a written appeal addressed to the Commis­
sion. The decision of the Commission or its 
duly authorized representative for the deter­
mination of such appeals shall be final and 
conclusive unless determined by a court of 
competent jurisdiction to have been fraudu­
lent, 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 clause, the ____________ _s 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 ______________* shall proceed diligently
with the performance of t h e ______________8
and in accordance with the Contracting 
Officer’s decision.

(2) This disputes clause does not preclude 
consideration of law questions in connection 
with decisions provided for in paragraph (1) 
above: Provided, That nothing in this
------------------- 8 shall be construed as making
final the decision of any administrative offi­
cial, representative, or board on a question 
of law.

1 Insert subcontract, purchase order, etc., 
as appropriate.

8 Insert subcontract, purchase order, etc., 
as appropriate.

* Insert subcontractor, seller, etc., as 
appropriate.

(c) The authority of the Commission 
to decide appeals under the disputes 
clause in paragraphs (a ) and (b) of this 
section is presently delegated to the AEC 
Board of Contract Appeals. See 10 CFR 
Part 3.
§ 9—7.5004—4 Equal opportunity.

See FPR 1-12.803-2.
§ 9—7.5004—5 Officials not to benefit.

See FPR 1-7.101-19.
§ 9—7.5004—6 Assignment of claims.

See FPR 1-30T.703.
§ 9—7.5004—7 [Reserved]
§ 9—7.5004—8 [Reserved]
§ 9-7.5004-9 [Reserved]
§ 9—7.5004—10 Examination of records.

See FPR 1-7.101-10. See Notes A  and 
B for required additions.

Note A : Add a paragraph (c) which 
provides:

Nothing in this contract shall be deemed 
to preclude an audit by the General Ac­
counting Office of any transaction under this 
contract, subject to the following:

Paragraph (c) of the contract clause should 
be included whenever possible in prime con­
tracts subject to the audit rider both for 
the protection of the Government and the 
contractor. It may be omitted only with the 
approval of the Director, Division of Con­

tracts, upon a specific determination, based 
on consultation with the Office of the Con­
troller and the Office of the General Counsel, 
that nothing in this contract purports to 
preclude an audit by the General Accounting 
Office of any transaction thereunder.

Note B: In cost-type prime and cost-type 
subcontracts, substitute the words “unless 
the Commission authorizes their prior dis­
position” for the words “or of the time periods 
for the particular records specified in Part 
1-20 of the Federal Procurement Regula­
tions (41 CFR Part 1-20) whichever expires 
earlier” in paragraphs (a ) and ( b ) .

Note C : Contracts exempt from audit rider. 
The examination of records clause is not re­
quired in (a ) contracts with any foreign 
government or agency thereof or in contracts 
with foreign producers; (b ) purchase orders 
not exceeding $2,500; (c) contracts or pur­
chase orders for public utility services at 
rates established for uniform applicability 
to the general public, or (d ) contracts 
awarded as a result of formal advertising.

Note D : Nonretroactivity of audit rider. In  
the case of modifications to existing prime 
contracts, where the basic contract was 
negotiated prior to July 1, 1952, and therefore 
not subject to the provisions of the audit 
rider, the contract clause may be modified so 
as to apply only to transactions occurring, 
and to subcontracts executed after the execu­
tion of the modification to the prime 
contract.

§ 9—7.5004—11 Security.
(a ) Contractor’s duty to safeguard Re­

stricted Data, Formerly Restricted Data, and 
other classified information. In the perform­
ance of the work under this contract, the 
contractor shall, in accordance with the 
Atomic Energy Commission’s security regu­
lations and requirements, be responsible for 
safeguarding Restricted Data, Formerly Re­
stricted Data, and other classified informa­
tion"" and protecting against sabotage, 
espionage, loss and theft, the classified docu­
ments and material ih the contractor’s 
possession in connection with the perform­
ance of work under this contract. Except as 
otherwise expressly provided in this con­
tract, 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. I f  re­
tention by the contractor of any classified 
matter is required after the completion or 
termination of the contract and such reten­
tion is approved by the Contracting Officer, 
the contractor will complete a certificate of 
possession to be furnished to the Atomic 
Energy Commission specifying the classified 
matter to be retained. (Note A.) If retention 
is approved by the Contracting Officer, the 
security provisions of the contract will con­
tinue to be applicable to the matter retained.

(b ) Regulations. The contractor agrees to 
conform to all security regulations and re­
quirements of the Commission.

(c) Definition of Restricted Data. The 
term “Restricted Data,” as used in this clause, 
means all data concerning (1) design, manu­
facture, or utilization of atomic weapons;
(2) the production of special nuclear mate­
rial; or (3) the use of special nuclear ma­
terial 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 ) Definition of Formerly Restricted Data. 
The term "Formerly Restricted Data,” as 
used in this clause, means all data removed 
from the Restricted Data category under sec­
tion 142 d. of the Atomic Energy Act of 1954, 
as amended.

(e ) Security clearance of personnel. The 
contractor shall not permit any individual
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to have access to Restricted Data, Formerly. 
Restricted Data, or other classified informa­
tion, except in accordance with the Atomic 
Energy Act of 1954, as amended, and the 
Commission’s regulations or requirements 
applicable to the particular type or category 
of classified Information to which access is 
required.

( f ) Criminal liability. It is understood that 
disclosure of Restricted Data, Formerly Re­
stricted Data, or other classified information 
relating to the work or services ordered here­
under to any person not entitled to receive 
it, or failure to safeguard any Restricted 
Data, Formerly Restricted Data, or any other 
classified matter that may come to the con­
tractor or any person under the contractor’s 
control in connection with work under this 
contract, may subject the contractor, its 
agents, employees, or subcontractors to crim­
inal liability under the laws of the United 
States. (See the Atomic Energy Act of 1954, 
as amended, 42 U.S.C. 2011; 18 U.S.C. sections 
793 and 794; and Executive Order 10501, as 
amended.)

(g ) Subcontracts and purchase orders. Ex­
cept 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.

N ote A: The certification shall identify 
the items and types or categories of matter 
retained, the conditions governing the re­
tention of the matter and the period of 
retention, if known.

§ 9—7.5004—12 [Reserved]
§ 9—7.5004—13 Contract Work Hours 

Standards Act— Overtime Compensa­
tion.

See FPR 1-12.303 and §9-12.103-51.
§ 9—7.5004—14 Walsh-Healey P u b l i c  

Contracts Act.
See FPR 1-12.605.

§ 9—7.5004—15 L a b o r  (construction 
contracts).

See FPR 1-16.901-19A and § 9- 
12.103-51.
§ 9—7.5004—16 Buy American Act.

Supply and operating contracts— see 
FPR 1-6.104-5.

N ote A: Modify FPR 1-6.104-5 as follows:
(1) In  both supply and operating con­

tracts, substitute “Commission” for “Secre­
tary” in paragraphs (b ) (iii) and (iv ).

(2) In operating contracts,
(a ) Substitute “vised” for “delivered” in 

paragraph (b ), and
(b ) Insert a parenthetical, “ (by the con­

tractor, subcontractors, materialmen, and 
suppliers),” after the word “contract” in the 
second line of (b ).

§ 9—7.5004—17 Buy American Act (con­
struction).

Fixed-price construction contracts—  
see FPR 1-18.605. CPFF construction 
contracts— use the following clause:

(a ) In acquiring construction materials, 
the Buy American Act (41 U.S.C. 10 a -d ) 
provides that the Government give preference 
to domestic construction material. For the 
purpose of this clause:

(1) “Construction” means construction, 
alteration, or repair of any public building 
or public work;

(2) “Components” means those articles, 
materials, and supplies, which are directly 
incorporated in the construction material;

(3) “Construction material” means those 
articles, materials, and supplies, which are

brought to the construction site for incor­
poration in the building or work; and

(4) A  “domestic construction material” 
means (A ) an unmanufactured construction 
material which has been mined or produced 
in the United States; or (B ) a manufactured 
construction material which has been manu­
factured in the United States if the cost of 
its components which are mined, produced, 
or manufactured in the United States ex­
ceeds 50 percent of the cost of all its com­
ponents. For the purposes of this (a ) (4) (B ),  
components of foreign origin of the same 
type or kind as the products referred to in
(b ) (2) or (3) of this clause shall be treated 
as components mined, produced, or manu­
factured in the United States.

(b ) The contractor agrees that there will 
be used under this contract (by the con­
tractor, subcontractor, materialmen, and sup­
pliers) only domestic construction materials, 
except construction materials:

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

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

(3) As to which the Commission deter­
mines the domestic preference to be incon­
sistent with the public interest; or

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

The foregoing requirements are admin­
istered in accordance with Executive 
Order No. 10582, dated December 17, 
1954.
§ 9—7.5004—18 [Reserved]
§ 9—7.5004—19 [Reserved]
§ 9—7.5004—20 Renegotiation.

I f  this contract is subject to the Renego­
tiation Act of 1951, as amended, the follow­
ing provisions shall apply:

(a ) This contract is subject to the Rene­
gotiation Act Of 1951 (50 U.S.C. App. 1211, 
et seq.), as amended, and to any subsequent 
act of Congress providing for the renegotia­
tion of contracts. Nothing contained in this 
clause shall impose any renegotiation obliga­
tion with respect to this contract or any sub­
contract hereunder which is not imposed by 
an act of Congress heretofore or hereafter 
enacted. Subject to the foregoing, this con­
tract shaU be deemed to contain all the pro­
visions required by section 104 of the Rene­
gotiation Act of 1951, and by any such other 
act, without subsequent contract amend­
ment specifically incorporating such 
provisions.

(b ) The contractor agrees to insert the 
provisions of this clause, including this para­
graph ( b ) , in all subcontracts, as that term 
is defined in section 103 g. of the Renegotia­
tion Act of 1951, as amended.

§ 9—7.5004—21 Classification.
In the performance of the work under this 

contract, the contractor shall assign classifi­
cations to all documents, material, and 
equipment originated or generated by the 
contractor in accordance with classification 
guidance furnished to the contractor by 
the Commission. Every subcontractor and 
purchase order issued hereunder involving 
the origination or generation of classified 
documents, material, or equipment, shall 
incude a provision to the effect that in 
the performance of such subcontract or 
purchase order the subcontractor or sup­
plier shall assign classifications to all such 
documents, material, and equipment in ac­
cordance with classification guidance fur­

nished to such subcontractor or supplier by 
the contractor.

Note A: This clause is required in all con­
tracts involving classified information.

§ 9—7.5004—22 Disclosure o f inform ,̂ 
tion.

(a ) It is mutually expected that the activ­
ities under this contract will not involve 
Restricted Data or other classified informa­
tion or material. It is understood, however, 
that if in the opinion of either party this 
expectation changes prior to the expiration 
or termination of all activities under this 
contract, said party shall notify the other 
party accordingly in writing without delay. 
In any event, the contractor shall classify, 
safeguard, and otherwise act with respect 
to all Restricted Data and other classified 
information and material, in accordaince 
with applicable law and the requirements of 
the Commission, and shall promptly inform 
the Commission in writing if and when Re­
stricted Data or other classified information 
or material becomes involved. If and when 
Restricted Data or other classified informa­
tion or material becomes involved, or in the 
mutual judgment of the parties it appears 
likely that Restricted Data or other classified 
information or material may become in­
volved, the contractor shall have the right 
to terminate performance of the work under 
this contract and in such event the provi­
sions of this contract respecting termina­
tion for the convenience of the Government 
shall apply.

(b ) 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 Commission’s 
regulations or requirements.

(c) The term “Restricted Data” as used 
in this article means all data concerning the 
design, manufacture, or utilization of atomic 
weapons, the production of special nuclear 
material or the use of special nuclear mate­
rial in the production of energy, but shall 
not include data declassified or removed from 
the Restricted Data category pursuant to sec­
tion 142 of the Atomic Energy Act of 1954, 
as amended.

N ote A : This clause should be used in 
place of the clauses entitled “Security,” 
§ 9-7.5004-11, and “Classification,” § 9-7.5004- 
21, in contracts with educational institu­
tions for offsite research that are not likely 
to produce Restricted Data or classified 
information.

§ 9—7.5004—23 [Reserved]
§ 9—7.5004—24 Nuclear hazards indem­

nity.
(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 (hereinafter 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, installation, or site 
at which contractual activity under this con­
tract is being carried on, and any contractor- 
owned or -controlled facility, installation, or 
site at which the contractor is engaged in th 
performance of contractual activity unde 
this contract.

(3) The term “extraordinary nuclear oc­
currence” means an event which the Com­
mission has determined to be an ex r̂ai? ” 
dinary nuclear occurrence as defined in t 
Act. A determination of whether or notthe 
has been an extraordinary nuclear occurren 
will be made in accordance with the proc - 
dures in Subpart E of 10 CFR 140.
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(b) Except as hereafter permitted or re­
quired in writing by the Commission, the 
Contractor will not be required to provide 
or maintain, and will not provide or main­
tain at Government expense, any form of 
fina.nnia.1 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 com­
pensated by any financial protection per­
mitted or required by the Commission, the 
Commission will indemnify the Contractor, 
and other persons indemnified, against (i) 
claims for public liability as described in 
subparagraph (2) of this paragraph (c) ; and
(ii) the reasonable costs of investigating 
and settling claims, and defending suits for 
damage for such public liability, provided 
that the Commission’s liability, including 
such reasonable costs, under all indemnity 
agreements entered into by the Commission 
under section 170 of the Act, including this 
oontract, shall not exceed $500 million in the 
aggregate for each nuclear incident occurring 
within the United States or $100 million in 
the aggregate for each nuclear incident oc­
curring outside the United States, irrespective 
of the number of persons indemnified in 
connection with this contract.

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

(A) A nuclear incident which takes place 
at a contract location;

(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 Con­
tractor’s employees, individual consultants, 
borrowed personnel or other persons for the 
consequences of whose acts or omissions the 
Contractor is liable, provided that such in­
cident 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 byproduct materials to or 
from a contract location; provided such in­
cident is not covered by any indemnity 
agreement entered into by the Commission 
with the transporting carrier, or with a car- 
hers organization acting for the benefit of 
the transporting carrier, or with a licensee of 
he Commission, pursuant to section 170 of

the Act; or
A nuclear incident which involves 

terns (such as equipment, material, facili- 
es, or design or other data) produced or 

. * ****  under this contract, provided such 
do *s n°t  covered by any other in­
demnity agreement entered into by the Com-

on pursuant to section 170 of the Act.
(d) in the event of an extraordinary 

nuclear occurrence which:
IjA .] Artses out of or results from or occurs 
or rvrf course the construction, possession, 
facirterati01X ° f  a Produchion or utilization

J  Arises out of or results from or occur 
matait course ° f  transportation of sourc 
nupioo ’ byProduct material, or specia 
utiur,„+imaterial or from a production o
utilization facility, or
activi+i?Uri,n® tbe course of the contrac 
dosrpcJ* arises out ° f  or results from th 
iwssession, operation, or use by the Con

°r a subcontractor of a device uti

lizing special nuclear material or byproduct 
material,
the Commission, and the Contractor on be­
half of itself and other persons indemnified, 
insofar as their interests appear, each agree 
to waive:

(A ) Any issue or defense as to the conduct 
of the claimant or fault of persons indemni­
fied, including, but not limited to:

1. Negligence;
2. Contributory negligence;
3. Assumption of the risk;
4. Unforeseeable intervening causes, 

whether involving the conduct of a third 
person or an act of God.
As used herein, “conduct of the claimant” 
includes conduct of persons through whom 
the claimant derives his cause of action;

(B ) Any issue or defense as to charitable 
or governmental immunity;

(C ) Any issue or defense based on any 
statute of limitations if suit is instituted 
within 3 years from the date on which the 
claimant first knew, or reasonably could have 
known, of his injury or damage and the 
cause thereof, but in no event more than 10 
years after the date of the nuclear incident.
The waiver of any such issue or defense shall 
be effective regardless of whether such issue 
or defense may otherwise be deemed juris­
dictional or relating to an element in the 
cause of action. The waivers shall be judi­
cially enforceable in accordance with their 
terms by the claimant against the person 
indemnified.

(e) The waivers set forth in paragraph
(d ) of this article:

(1) Shall not preclude a defense based 
upon a failure to take reasonable, steps to 
mitigate damages;

(2) Shall not apply to injury or damage 
to a claimant or to a claimant’s property 
which is intentionally sustained by the 
claimant or which results from a nuclear 
incident intentionally and wrongfully caused 
by the claimant;

(3) Shall not apply to injury to a claimant 
who is employed at the site of and in con­
nection with the activity where the extraor­
dinary nuclear occurrence takes place if 
benefits therefor are either payable or re­
quired to be provided under any workmen’s 
compensation or occupational disease law;

(4) Shall not apply to any claim for puni­
tive or exemplary damages, provided, with 
respect to any claim for wrongful death 
under any State law which provides for 
damages only punitive in nature, this ex­
clusion does not apply to the extent that the 
claimant has sustained actual damages, 
measured by the pecuniary injuries result­
ing from such death but not to exceed the 
maximum amount otherwise recoverable 
under such law;

(5) Shall not apply to any claim resulting 
from a nuclear incident occurring outside 
the United States;

(6) Shall be effective only with respect 
to those obligations set forth in this agree­
ment and in insurance policies, contracts, or 
other proof of financial protection;

(7) Shall not apply to, or prejudice the 
prosecution or defense of, any claim or por­
tion of claim which is not within the pro­
tection afforded under (i) the limit of lia­
bility provisions under subsection 170e of 
the Atomic Energy Act of 1954, as amended, 
and (ii) the terms of this agreement and the 
terms of insurance policies, contracts, or 
other proof of financial protection.

( f ) The Contractor shall give Immediate 
written notice to the Commission of any 
known action or claim filed or made against 
the Contractor or other person indemnified 
for public liability as defined in paragraph 
(2) of section (c ). Except as otherwise di­
rected by the Commission, the Contractor

shall furnish promptly to the Commission 
copies of all pertinent papers received by the 
Contractor or filed with respect to such ac­
tions or claims. 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 rignt to, and 
shall, collaborate with the • Contractor and 
any other person indemnified in the settle­
ment or defense of any action or claim and 
shall have the right (1) to require the prior 
approval of the Commission for the payment 
of any claim that the Commission may be 
required to indemnify hereunder, and (2) 
to appear through the Attorney General on 
behalf of the Contractor or other person in­
demnified 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. 
I f  the settlement or defense of any such 
action or claim is undertaken by the Com­
mission, the Contractor or other person in­
demnified shall furnish all reasonable assist­
ance in effecting a settlement or asserting 
a defense.

(g) 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 agree­
ment authorized by section 170 of the Act.

(h ) 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 expira­
tion of this contract.

(i) 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 amend­
ment may, by its express terms, provide that 
it will apply to any nuclear incidents which 
occur thereafter.

( j )  The provisions of this article shall not
be limited in any way by, and shall be inter­
preted without reference to, any other arti­
cle of this contract [, including Article_____ _
Disputes] : Provided, however, That the fol­
lowing provisions of this contract: Article
______ , Covenant Against Contingent Pees;
A rtic le______ _ Officials Not to Benefit; Arti­
cle _____ _, Assignment; and A rtic le____
Examination of Records; and any provisions 
later added to this oontract which, tinder 
applicable Federal law, including statutes, 
executive orders and regulations, are re­
quired to be included in agreements of the 
type contained in this article, shall apply 
to this article.

(k) [The following section will be included 
in those contracts containing indemnity 
agreements executed under the general con­
tract authority of the AEC.]

To the extent that the Contractor is com­
pensated by any financial protection, or is 
indemnified pursuant to this article, or is 
effectively relieved of public liability by an 
order or orders limiting same pursuant to 
section 170e. of the Atomic Energy Act of 
1954 as amended, the provisions of Article
______ (General Authority Indemnity) shall
not apply.

§ 9—7.5004—25 Nuclear hazards indem­
nity— product liability.

(a ) This article is incorporated into this 
contract pursuant to the authority contained 
in section 170d of the Atomic Energy Act 
of 1954, as amended (hereinafter called the 
A ct).

( 1 ) The definitions set out in the Act shall 
apply to this article.
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(2) The term “product delivered under the 
contract” means any material; equipment; 
device; drawing; specification or technical 
data made, proposed, or acquired by the 
contractor in the course of performance of 
the contract and delivered to the Commis­
sion or to any other person as directed or 
approved by the Commission.

(b ) Except as hereafter permitted or re­
quired in writing by the Commission, the 
contractor will not be required to provide 
or maintain, and will not provide or main­
tain 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 against which the contractor is in­
demnified hereunder : Provided, That the 
costs of such financial protection will be re­
imbursed to the contractor by the 
Commission.

(c ) (1 ) To the extent that the contractor 
and other persons indemnified are not com­
pensated by any financial protection per­
mitted or required by the Commission, the 
Commission will indemnify the contractor, 
and other persons indemnified, against (i)  
claims for public liability as described in 
subparagraph (2) of this paragraph (c ); and
(ii) the reasonable costs of investigating 
and settling claims, and defending suits for 
damages for such public liability, provided 
that the Commission’s liability, including 
such reasonable costs, under all indemnity 
agreements entered into by the Commission 
under section 170 of the Act, including this 
contract, shall not exceed $500 million in 
the aggregate for each nuclear incident oc­
curring within the United States or $100 
million in the aggregate for each nuclear 
incident occurring outside the United States, 
irrespective of the number of persons in­
demnified in connection with this contract.

(2) The public liability referred to in sub- 
paragraph (1) of this section is public liabil­
ity which (i) arises out of or in connection 
with the contractual activity; and (ii) arises 
out of or results from a product delivered 
under the contract; but does not include 
liability for a nuclear incident which is cov­
ered by any other indemnity agreement en­
tered into by the Commission pursuant to 
section 170 of the Act.

(d ) The Contractor shall give immediate 
written notice to the Commission of any 
known action or claim filed or made against 
the Contractor or other person indemnified 
for public liability as defined in paragraph
(2) of section (c ). Except as otherwise di­
rected by the Commission, the Contractor 
shall furnish promptly to the Commission 
copies of all pertinent papers received by 
the Contractor or filed with respect to such 
actions or claims! When the Commission 
shall determine that the Government will 
probably be required to make indemnity pay­
ments 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 action or claim 
and shall have the right (1) to require the 
prior approval of the Commission for the 
payment of any claim that the Commission 
may be required to indemnify hereunder, and 
(2) to appear through the Attorney General 
on behalf of the Contractor or 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. 
I f  the settlement or defense of any such 
action or claim is undertaken by the Com­
mission, the Contractor or other person in­
demnified shall furnish all reasonable
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assistance in effecting a settlement or assert­
ing a defense.

(e ) 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 expira­
tion of this contract.

(f ) 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 Com­
mission and the contractor and that such 
amendment may, by its express terms, pro­
vide that it will apply to any nuclear in­
cidents which occur thereafter.

(g ) The provisions of this article shall not 
be limited in any way by, and shall be inter­
preted without reference to, any other article
of this contract [, including A rtic le___- __,
Disputes]: Provided, however, That the fol­
lowing provisions of this contract: Article
______ _ Covenant Against Contingent Pees;
A rtic le______ , Officials Not to Benefit; Arti­
cle ____ __, Assignment; and A rtic le________
Examination of Records; and any provisions 
later added to this contract which, under 
applicable Federal law, including statutes, 
executive orders, and regulations, are re­
quired to be included in agreements of this 
type contained in this article, shall apply 
to this article.

(h ) [The following section will be in­
cluded in those contracts containing in­
demnity agreements executed under the gen­
eral contract authority of the AEC.]

To the extent that the contractor is com­
pensated by any financial protection, or is 
indemnified pursuant to this article, or is 
effectively relieved of public liability by an 
order or orders limiting same pursuant to 
section 170e of the Atomic Energy Act of 
1954, as amended, the provisions of Article
______ (General Authority Indemnity) shall
not apply.

§ 9—7.5004—26 Indemnity assurance to 
architect-engineer or supplier prior 
to operation of a production or uti­
lization facility.

(a ) (1 )  The definitions set out in the 
Atomic Energy Act of 1954, as amended 
(hereinafter called the A ct), shall apply to 
this article.

(2) The services or supplies furnished 
under this agreement are intended to be 
used in connection with the construction 
and/or operation of a production or utiliza­
tion facility.

(3) The Commission will use its best 
efforts to include in any contract for the 
operation of such facility, an agreement 
based on the then current approved form of 
indemnity agreement under section 170d of 
the Atomic Energy Act of 1954, as amended, 
wheoceby the Commission will indemnify all 
persons indemnified, including the contrac­
tor, against public liability for nuclear inci­
dents arising out of or in connection with 
contractual activities under the contract for 
the operation of said facility, in accordance 
with the authority provided in subsection 
170d of the Act.

(4) (i) The Commission will enter into an 
indemnity agreement, in accordance with the 
authority provided in subsection 170d of the 
Act, with the contractor, without further 
consideration from the contractor, at any 
time when all of the following circumstances 
are present:

(A ) The services or supplies furnished un­
der this contract are being used in connec­
tion with any activity or situation which 
involves a risk of substantial nuclear inci­
dent; and

(B ) There is not in effect an indemnity 
agreement as described in subparagraph (3) 
of this clause, and

(C ) The Commission’s authority to enter 
into agreements of indemnification under 
section 170(d) of the Act has not expired 
or been so amended as to deprive the Com­
mission of authority to enter into such an 
agreement.

(b ) In  that agreement the Commission 
will indemnify the contractor and other per­
sons indemnified against public liability 
arising out of or in connection with the 
contractual activity of this contract.

(c) Such agreement will be based on the 
then current approved form of section 170d 
indemnity agreement used in contracts be* 
tween the Commission and its contractors, 
and shall further include an obligation to 
indemnify the contractor, and persons in­
demnified, for such public liability arising 
out of or resulting from nuclear incidents 
occurring between the time when the serv­
ices or supplies furnished under this contract 
are first used in connection with any activ­
ity or situation which involves risk of a 
substantial nuclear incident and the time 
when such agreement is executed.

(d ) The indemnity provided by the Com­
mission under all indemnity agreements 
entered into by the Commission under sec­
tion 170 of the Act, including this agreement, 
shall not exceed $500 million in the aggregate 
for each nuclear incident, without regard 
to the number of persons indemnified, in­
cluding the reasonable costs of investigating 
and settling claims and defending suits for 
damages: Provided, however, That with re­
spect to incidents occurring outside the 
United States such aggregate indemnity shall 
not exceed $100 million, including such 
reasonable costs.

§ 9—7.5005 Standard FPR clauses not 
included in § 9—7.5004.

This section sets forth clauses which 
are not AEC mandatory-as-to-text 
clauses. However, these clauses are 
standard FPR clauses and should be used 
in accordance with § 9-1.109.
§ 9—7.5005—1 Additional bond security.

See FPR 1-7.101-9.
§ 9—7.5005—2 Changes (fixed-price sup­

ply contracts).
See FPR 1-7.101-2.

§ 9—7.5005—3 Default (fixed-price sup­
ply contracts).

See FPR 1-8.707.
§ 9—7.5005—4 Definitions.

See FPR 1-7.101-1. In addition, use the 
following where appropriate.

(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 ) Additional definitions may be in- 
eluded as are appropriate.

§ 9—7.5005—5 Extras.
See FPR 1-7.101-3.

§ 9-7.5005-6 Inspection (fixed-price 
supply).

See FPR 1-7.101-5.
§ 9—7.5005—7 Payments.

See E P R  1-7.101-7.
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§ 9-7.5005—8 Variation in quantity.
See FPR 1-7.101-4.

§ 9-7.5005—9 Utilization o f small busi­
ness concerns.

See FPR 1-1.710-3(a ).
§ 9-7.5005—10 Liquidated damages.

See FPR 1-1.315-3.
§9-7.5005—11 Federal, State, and local 

taxes.
See FPR 1-11.401 (fixed-price). See

§ 9-11.452 (cost-type).
§ 9-7.5005—12 [Reserved]
§ 9-7.5005—13 Responsibility for. sup- 

pliesi
See FPR 1-7.101-6.

§ 9-7.5005—14 Utilization o f concerns 
in labor surplus areas.

See FPR 1-1.805-3(a ).
§ 9-7.5005—15 Small business subcon­

tracting program.
See FPR 1-1.710-3 (b ).

§ 9-7.5005—16 Labor surplus area sub­
contracting program.

See FPR 1-1.805-3 (b ).
§ 9-7.5005—17 Changes to make-or-buy 

program.
See FPR 1-3.902-3.

§ 9—7.5005—18 Price reduction for de­
fective cost or pricing data.

See FPR 1-3.814-1.
§ 9—7.5005—19 A ud it  and  records—  

fixed-price supply and fixed-price 
construction contracts.

See FPR 1-3.814-2 (a) and (b ).
§ 9—7.5005—20 Subcontractor cost and 

pricing data.
See FPR 1-3.814-3.

§ 9—7.5006 Standard AEC clauses not in­
cluded in § 9-7.5004 or § 9-7.5005.

This section sets forth standard AEC 
clauses which are in addition to those 
referred to in §§ 9-7.5004 and 9-7.5005 
and which constitute standard provisions 
for use in AEC contracts.

§ 9-7.5006—1 Accounts, records, and in­
spection (C P F F ).

(a) Accounts. The contractor shall main- 
in a separate and distinct set of accounts, 

ecords, documents, and other evidence 
owing and supporting all allowable costs 

revenues or other applicable 
edits, fixed-fee accruals, and the receipt, 

J?-’ ant* disposition of all Government prop- 
y co*in g  into the possession of the con- 

• ctor under this contract. The system of 
employed by the contractor shall 

factor^ ^ e  Commission and in ac- 
â e with generally accepted accounting 

Principles consistently applied.
-A: Deiete "a separate and distinct 

/a! i.rom flrst sentence of paragraph 
tbe contract is with a cost-type con- 

0,,,,,. r using privately owned facilities whose 
AEcunts are not integrated with those of

® the contract includes the claus 
P„rl(?  reduction for defective cost < 

Bar»»« ?a â” required by FPR 1-3.814- 
above should be modified t: 

g the words "or anticipated to be iz

curred” after the words "allowable costs 
incurred.”

(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 inspec­
tion 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 
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 shall be delivered 
to the Government or otherwise disposed of 
by the contractor either as the Contracting 
Officer may from time to time direct dur­
ing 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. 
Except as provided in this contract, all other 
records in the possession of the contractor 
relating to this contract shall be preserved 
by the contractor for a period of three (3) 
years after final payment under this contract 
or otherwise disposed of in such manner as 
may be agreed upon by the Government and 
the contractor.

N ote: Delete paragraph (d ) and substi­
tute the following if the contract is with a 
cost-type contractor using privately owned 
facilities whose accounts are not integrated 
with those of AEC :

(d ) Disposition of records. Except as 
agreed upon by the Government and 
the contractor, all financial and cost 
reports, books of account and support­
ing documents and other data evidenc­
ing costs allowable and revenues and 
other applicable credits under this con­
tract in the possession of the contractor 
relating to this contract shall be pre­
served by the contractor for a period of 
three (3) years after final payment 
under this contract or otherwise dis­
posed of in such manner as may be 
agreed upon by the Government and the 
contractor.

(e) Reports. The contractor shall fur­
nish such progress reports and schedules, 
financial and cost reports, and other 
reports concerning the work under this 
contract as the Contracting Officer may 
from time to time require.

( 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 provisions similar to those in para­
graphs (a ) through this paragraph (g ) 
of this clause in all subcontracts (in ­
cluding lump-sum or unit-price sub­
contracts 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.

N o t e : If the prime contract contains a 
"defective cost or pricing data” clause, this 
paragraph (g ) shall be modified by adding 
the following: _

The contractor further agrees to include:
(1) In each firm fixed-price subcontract 

in excess of $100,000 (except firm fixed-price 
subcontracts under the circumstances pre­
scribed in (2) below) an audit clause, the 
substance of which is the "Audit” clause 
under paragraph (d ) (2) of FPR l-3.814-2(c).

(2) In  each firm fixed-price subcontract 
in excess of $100,000, where the pric$ is based 
on adequate price competition, established 
catalog or market prices of commercial items 
sold in substantial quantities to the general 
public or prices Set by law or regulation, an 
audit clause, the substance of which is the 
“Audit-Price Adjustments” clause under 
paragraph (d )(3 ) of FPR l-3.814-2(c).

(h ) Internal audit. The contractor agrees 
to conduct an internal audit and examina­
tion satisfactory to the Commission of the 
records, operations, expenses, and the trans­
actions with respect to costs claimed to be 
allowable under this contract 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.

N o te : This provision shall be included in 
(a ) all cost-type contracts (or subcontracts) 
involving an estimated cost exceeding $5 mil­
lion and expected to run more than 2 years, 
and (b ) any other cost-type contract (or sub­
contract) where deemed advisable by the 
Manager of the Field Office and when the 
contractor (or subcontractor) already has an 
established internal audit organization.

§ 9—7.5006—2 Alterations and additions.
The following alterations in or additions to 

the provisions of this form of contract were 
made prior to execution of the contract by 
the parties.

§ 9-7.5006-3 [Reserved]
§ 9-7.5006-4 Changes (C PFF ).

(a ) Changes and adjustment of fee. The 
Contracting Officer may at any time and 
without notice to the sureties, if any, issue 
written directions within the general scope 
of this contract requiring additional work or 
directing the omission of or variation in work 
covered by this contract. I f any such direction 
results in a material change in the amount 
or character of the work described in the 
clause entitled “Statement of work,” an equi­
table adjustment of the fixed fee shall be 
made in accordance with the agreement of 
the parties and the contract shall be modified 
in writing accordingly. Any claim by the con­
tractor for an adjustment under this clause 
must be asserted in writing Within 30 days 
from the date of receipt by the contractor of 
the notification of change; provided, however, 
that the Contracting Officer, if he decides 
that the facts Justify such action, may receive 
and act upon any such claim asserted at any 
time prior to final payment under this con­
tract. A failure to agree on an equitable ad­
justment under this clause shall be deemed 
to be a dispute within the meaning of the 
clause entitled “Disputes.”

(b ) Work to continue. Nothing contained 
in this clause shall excuse the contractor 
from proceeding with the prosecution of the 
work in accordance with the requirements of 
any direction hereunder.
§ 9—7.5006—5 [Reserved]
§ 9—7.5006—6 Contractor’s organization.

(a ) Organization chart. As promptly as 
possible after the execution of this contract, 
the contractor shall furnish to the Contract­
ing Officer a chart showing the names, duties, 
and organization of key personnel to be em­
ployed in connection with the work, and shall
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furnish from time to time supplementary in­
formation reflecting changes therein.

(b ) Supervising representative of contrac­
tor. Unless otherwise directed, by the Con­
tracting 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 ) Control of employees. The contractor 
shall be responsible for maintaining satis­
factory standards of employee competency, 
conduct, and integrity and shall be respon­
sible for taking such disciplinary action with 
respect to his employees as may be necessary. 
In  the event the contractor fails to remove 
any employee from the contract work whom 
the Commission deems incompetent, careless, 
or insubordinate, or whose continued em­
ployment on the work is deemed by the Com­
mission to be contrary to the public interest, 
the Government reserves the right to require 
the contractor to remove the employee.

Note: In  contracts identified in § 9—12.5401
( b ) , the following paragraph shall be substi­
tuted far (c) above:

(c ) The contractor shall be respon­
sible for maintaining satisfactory 
standards of employee competency, con­
duct, and integrity and shall be re­
sponsible for taking such disciplinary 
action with respect to his 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 En­
ergy Commission Procurement Regula­
tions 9—12.54, and such standards and 
procedures shall be subject to the ap­
proval of the Contracting Officer.

§ 9 —7.5006—7 Copyright (General).
See § 9-9.5103.

§ 9—7.5006—8 Copyright (Motion Pic­
tures) .

See § 9-9.5106.
§ 9—7.5006—9 Allowable costs and fixed 

fee (CPFF operating and construc­
tion contracts).

(a ) Compensation for contractor’s serv­
ices. Payment for the allowable cost as here­
inafter defined, and of the fixed fee, if any, 
as hereinafter provided, shall constitute fu ll 
and complete compensation for the perform­
ance of the work under this contract.

(b ) Fixed fee. The fixed fee payable to the 
contractor for the performance of the work
under this contract is $______ _ There shall
be no adjustment in the amount of the 
contractor’s fixed fee by reason of differences 
between any estimate of cost for performance 
of the work under this contract and the 
actual cost for performance of that work. 
N ote: This provision may be appropriately 
changed to cover situations where the fee is 
for a period of time or different fees are al­
lowed for various phases of the work.

(c) Allowable cost. The allowable cost of 
performing the work under this contract 
shall be the costs and expenses that are actu­
ally incurred by the contractor in the per­
formance of the contract work in accordance 
with its terms, that are necessary or incident 
thereto, and are determined to be allowable 
pursuant to this paragraph (c ) . The deter­
mination of the allowability of cost here­
under shall be based on: (1) Reasonableness, 
including the exercise of prudent business 
judgment, (2) consistent application of gen­
erally 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 
clause or elsewhere in this contract as to 
types or amounts of items of cost. Allowable 
cost shall not include cost of any item de­

scribed as unallowable in paragraph (e) of 
this clause, except as indicated therein. 
Failure to mention an item of cost specifi­
cally 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 clause, 
the following examples of items of cost of 
work done under this contract shall be allow­
able to the extent indicated:

(1) Bonds and insurance, including self- 
insurance, as provided in the clause entitled 
“Required bonds and insurance— exclusive of 
Government property.”

(2) Communication costs, including tele­
phone services, local and long-distance calls, 
telegrams, cablegrams, radiograms, postage, 
and similar items.

(3) Consulting services (including legal 
and accounting), ahd related expenses, as 
approved by the Contracting Officer, except 
as made unallowable by paragraph (e) (26).

(4) Litigation expenses, Including reason­
able counsel fees, incurred in accordance 
with the clause of this contract entitled 
“Litigation and claims.”

(5) Losses and expenses (including settle­
ments made with the consent of the Con­
tracting Officer) sustained by the contractor 
in the performance of this contract and cer­
tified 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.

(6) Materials, supplies, and equipment, 
including freight, transportation, material 
handling, inspection, storage, salvage, and 
other usual expenses incident to the pro­
curement, use, and disposition thereof, sub­
ject to approvals required under other provi­
sions 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 search­
ing the art to the extent necessary to make 
such invention disclosures in accordance 
with the Patent clause of this contract.

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

(i) Salaries and wages; bonuses and in­
centive compensation; overtime, shift dif­
ferential, holiday, and other premium pay 
for time worked; nonwork 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, or serving on labor 
management (contractor) committees: Pro­
vided, however, That the Contracting Offi­
cer’s approval is required in each instance 
of total compensation to an individual em­
ployee at an annual rate of $_„____ 1 or more,
when it is proposed that a total of 50 percent 
or more of such compensatibn be reimbursed 
under AEC cost-type contracts. Total com­
pensation, as used here, includes only the 
employee’s base salary and bonus and in­
centive compensation payments;

(ii) Legally required contributions to old- 
age and survivors’ insurance, unemployment 
compensation plans, and workmen’s com­
pensation plans (whether or not covered 
by insurance) ; voluntary or agreed-upon 
plans providing benefits for retirement,

1 The specific dollar amount to be inserted 
here is subject to determination by the con­
tracting officer, taking into account the cost 
principles and procedures set forth in Part 
9-15, with specific reference to § 9-15.5010- 
14 (d ). In no event should the dollar amount 
be more than $25,000.

separation, life insurance, hospitalization, 
medical-surgical and u n e m p l o y m e n t  
(whether or not sueh plans are covered by 
insurance) ;

(iii) Travel (except foreign travel, which 
requires specific approval by the Contract­
ing Officer on a case-by-case basis); inci­
dental subsistence and other allowances of 
contractor employees, in connection with 
performance of work under this contract (in­
cluding new emploÿeés reporting for work 
and transfer of employees, the transfer of 
their household goods and effects and thé 
travel and subsistence of their dependents) ;

(iv) Employee relations, welfare, morale, 
etc., programs, including incentive or sugges­
tion awards, employee counseling services, 
health or first-aid clinics, and house or em­
ployee publications;

(v) Personnel training (except special ed­
ucation and training courses and research 
assignments calling far attendance at educa­
tional institutions which require specific ap­
proval by the Contracting Officer on a case- 
by-case basis), including apprenticeship 
training programs designed to improve effi­
ciency and productivity of contract opera­
tions, to develop needed skills, and to 
develop scientific and technical personnel in 
specialized fields required in the contract 
work;

(v i) Recruitment of personnel (including 
help-wanted advertisement), including serv­
ices of employment agencies at rates not in 
excess of standard commercial rates, employ­
ment office, travel of prospective employees 
at the request of the contractor for employ-, 
ment interviews; and

(vii) Net cost of operating plantsite cafe­
terias, dining rooms, and canteens attributa­
ble to the performance of the contract.

Appendix A 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 A  as may be agreed upon by the 
parties.

N ote: In appropriate circumstances, the 
lead sentence in subparagraph (8) may be 
changed to read as follows: Personnel costs 
and related expenses incurred in accordance 
with established policies, programs, and 
schedules, and any changes thereto during 
the contract term, applicable to the con­
tractor’s private operations and consistently 
followed throughout his organization, as 
approved by the Contracting Officer, such as:

Also, delete last paragraph of text which 
refers to modifying Appendix A.

(9) Repairs, maintenance, inspection, re­
placement and disposal of Government- 
owned property and the restoration or clean­
up 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 re­
quired by other provisions of this contract.

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

(12) Taxes, fees, and charges levied by 
public agencies which the contractor is re­
quired by law to pay, except those which are 
expressly made unallowable under other pro­
visions of this contract.

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

The following additional example of items 
is for use in contracts for the operation of 
AEC-owned facilities. Additional items for 
construction contracts are included under 
items (15), (1 6 ),and (17) below.

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

The following additional examples of items 
are for use in construction contracts:,

(15) ; Camp operations, to the extent ap­
proved. by the Contracting Officer.

(16) Maintenance, inspection, repair* re­
placement* and transportation of construc­
tion plant and equipment, to the extent not 
covered by rentals or insurance and as pro­
vided in rental agreements approved by the 
Contracting Officer or in Appendix B.

(17) Rental for (i) construction plant and 
equipment rented by the contractor from 
others at rates and under written agreements 
approved, by the Contracting Officer, and 
(ii) construction plant and equipment 
owned and furnished by the contractor un­
der Appendix B to this; contract.

(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 (1) help-wanted 
advertising, and (ii) other advertising (sueh 
as costs of participation in exhibits) ap­
proved by the Contracting Officer as; clearly 
in furtherance, of work performed under the 
contract.

(2) Bad debts (including expenses of col­
lection) and provisions for bad debts arising 
out of other business of the contractor.

(3 ) Bidding expenses and costs of 
proposals.

(4) Bonuses and similar compensation 
under any other name, which (i) are not 
pursuant to an agreement between the con­
tractor and employee prior to the rendering 
of the services or an established plan con­
sistently followed by the contractor,, (ii) are 
in excess of those costs which are allowable 
by the Internal Revenue Code and regula­
tions thereunder, or (iii) provide total com­
pensation to an employee in excess of reason­
able compensation for the services rendered.

(5) Central and branch office expenses of 
the contractor, except as specifically set forth 
in the contract.

(6) Commissions, bonuses, and fees (under 
whatever name) in connection with obtain­
ing or negotiating for a Government contract 
or a modification thereto, except when paid 
to bona fide employees or bona fide estab­
lished selling organizations maintained by 
ttie contractor for the purpose of obtaining 
Government business.

(7) Contingency reserves, provisions tor.
(8) Contributions and donations.

_ (9 ) Depreciation in excess of that calcu- 
by application of methods approved 

for use by the Internal Revenue Service un­
der the Internal Revenue Code of 1954, as 
amended, including the straight-line, declin­
e s  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 
fi f i f í  rae^ ° ii' on the basis of expected use- 

e’ cost of acquisition of the re-
7® fixed assets , less estimated salvage on

noS v a l u e  at the end of the expected useful life.
In Dividend provisions or paym ents  and, 

case ° f  sole proprietors and partners, 
distributions of profit.

m  Enterta inm ent costs, except the costs 
air« ? 1 recTeational activities for onsite em- 
inff 35 ma^ be approved by the Contract­
ons 01 Provided for elsewhere in thiscontract.

.F ] nes and penalties, including as- 
or fan intere®t. resulting from violations of, 
PederaVr a f f4.the contractor to comply with, 
exp.or,+ 5tate’ ° r local laws or regulations, 
writíL,Wkeu incurred in accordance with the 
0r „ approval of the Contracting Officer
vision 3 of compliance with the pro­visions of this contract.

(13) Government-furnished property’, ex- contrary to the clause entitled “State and 
cept to the extent that cash payment there-X local taxes”; taxes on net income and excees
for is required pursuant to procedures of the 
Commission applicable to transfers of such 
property to the contractor from others.

(14) Insurance (including any provision of
a self-insurance reserve) on any person 
where, the. contractor under the insurance 
policy is the beneficiary, directly or indi­
rectly, and insurance against loss of or 
damage to Government property as defined 
in C lause_______

( 15) Interest, however represented (ex­
cept interest incurred in compliance with the 
clause entitled “State and local taxes”) , bond 
discounts and expenses, and costs of financ­
ing and refinancing operations.

(16) Legal, accounting, and consulting 
services and related costs incurred in con­
nection with the preparation of prospectuses, 
preparation and issuance of stock rights, 
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 prosecution or defense of patent 
infringement litigation.

(17) Losses (including litigation expenses, 
counsel fees, and settlements) on, or aris­
ing from the sale, exchange, or abandonment 
of capital assets; including investments; 
losses on other contracts, including the con­
tractor’s contributed portion tinder 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 com­
pensated 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 con­
tractor’s directors, corporate officers, or a 
supervising representative of the con­
tractor, as defined in C lau se______ of this
contract;

(iii) Represent liabilities to third persons 
for which the contractor has expressly ac­
cepted responsibility under other terms of 
this contract.

(18) Maintenance, depreciation, and other 
costs incidental to the contractor’s idle or 
excess facilities (including machinery and 
equipment) other than reasonable standby 
facilities.

[Note.: May be omitted when no con­
tractor-owned equipment is, being utilized in 
the performance of the contract.]

(19) Membership in trade, business, and 
professional organizations except as ap­
proved by the Contracting Officer.

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

(21) Research and development costs, un­
less specifically provided for elsewhere in this 
contract.

(22) 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 de­
termined in the light of reasonable benefit 
to the agency program arising from such 
activities, as technical, consulting, demon­
stration, and other services performed for 
such purposes as applying or adapting the 
contractor’s product for agency use.

(23) Storage of records pertaining to this 
contract after completion of operations 
under this contract, irrespective of con­
tractual or statutory requirement of the 
preservation of records.

(24) Taxes, fees, and charges in connec­
tion with financing, refinancing, or refund­
ing operations, including the listing of secu­
rities on exchanges; taxes which are paid

profits; and special assessments on land 
which represent capital improvement,

(25) Travel expenses o f the officers, pro­
prietors, executives, administrative 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.

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

(27) First-class air travel in excess of the 
cost of less than first-class air accomoda­
tions, except when less than first-class ac­
commodations 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 costa which 

would offset the transportation savings,
(v) Offer accommodations which are not 

reasonably adequate for the medical needs 
of the traveler.

( 28) Special construction industry “funds” 
financed by employer contributions for such 
purposes as methods and materials research, 
public and industry relations, market de­
velopment, and disaster relief, except as 
specifically provided elsewhere in this con­
tract.

§ 9—7.5006—10 Allowable costs and fixed 
fee (supply contracts and research 
and development contracts with 
concerns other than educational 
institutions).

(a ) Compensation for contractor’s serv­
ices. Payment for the allowable cost as here­
inafter defined, and of the fixed fee, if any, 
as hereinafter provided shall constitute full 
and complete compensation for the perform­
ance of the work under this contract.

(b ) Fixed fee. The fixed fee payable to the 
contractor for the performance of the work
under this contract is $____ _ There shall be
no adjustment In the amount of the con­
tractor’s fixed fee by reason of differences 
between any estimate of cost for performance 
of the work under this contract and the 
actual cost for performance of that work.

Note,: This provision may appropriately 
be changed, to eover situations where the fee 
is for a period of time, or different fees are 
allowed for various phases of the work.

(c) Allowable cost. The allowable cost of 
performing the work under this contract 
shall be the costs and expenses that are actu­
ally incurred by the contractor, are appli­
cable and properly chargeable, either as 
directly incident or as allocable through ap­
propriate distribution or apportionment, to 
the performance of the contract work in ac­
cordance 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) Rea­
sonableness, Including the exercise of pru­
dent business judgment, (2) consistent 
application of generally accepted accounting
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principles and practices that result in 
equitable charges to the contract work, and
(3) recognition of all exclusions and limita­
tions set forth in this clause 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 clause, except as indi­
cated therein. Failure to mention an item 
of cost specifically in paragraph (d) or para­
graph (e) shall not imply either that it is 
allowable or that it is unallowable.

(d) Exam ples o f  item s o f a llowable cost. 
Subject to the other provisions of this clause, 
the following examples of items of cost of 
work under this contract shall be allowable 
to the extent indicated:

(1) B on d s and insurance (including self- 
insurance) as provided in the clause entitled 
"Required bonds and insurance— exclusive 
of Government property.”

(2) C om m u n ica tion  costs, Including tele­
phone services, local and long-distance tele­
phone calls, telegrams, cablegrams, radio­
grams, postage, and Similar items.

(3) C on su ltin g  services (including legal 
and accounting) and related expenses, as 
approved by the Contracting Officer, except 
as made unallowable by paragraph (e) (24).

(4) L itiga tion  expenses, including reason­
able counsel fees, incurred in accordance 
with the clause of this contract entitled 
"litigation and claims.”

(5) Losses and expenses (including settle­
ments made with the consent of the Con­
tracting Officer) sustained by the contractor 
in the performance of this contract and certi­
fied 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.

(6) M ateria ls and  supplies (including 
those withdrawn from common stores costed 
in accordance with any generally recognized 
method that is consistently applied by the 
contractor and productive of equitable 
results).

(7) Paten ts , purchased  design, and royalty  
pa ym en ts  to the extent expressly provided 
for under other provisions in this contract 
or as approved by the Contracting Officer; 
and preparation of invention disclosures, re­
ports, and related documents, and searching 
the art to the extent necessary to make such 
invention disclosures in accordance with the 
Patent clause of this contract.

(8) P ersonn el costs and related  expenses  
incurred in accordance with Appendix A, or 
amendments thereto, such as :

(i) Salaries and w ages; bonuses and in­
centive compensation; overtime, shift dif­
ferential, holiday, and other premium pay 
for time worked; nonwork 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, or serving on labor 
management (contractor) committees: P ro ­
vided , how ever, That the Contracting Officer’s 
approval is required in each instance of total 
compensation to an individual employee at
an annual rate of $______2 or more, when it
is proposed that a total of 50 percent or 
more of such compensation be reimbursed 
under AEC cost-type contracts. Total com­
pensation, as used here, includes only the 
employee’s base salary and bonus and incen­
tive compensation payments.

2 The specific dollar amount to be inserted 
here is subject to determination by the con­
tracting officer, taking into account the cost 
principles and procedures set forth in Part 
9-15, with specific reference to § 9-15.5010- 
14(d). In no event should the dollar amount 
be more than $25,000.

RULES AND REGULATIONS
(ii) Lega lly  requ ired  con tr ibu tion s  to old- 

age and survivors’ insurance, unemployment, 
compensation plans, and workmen’s compen­
sation plans (whether or not covered by in­
surance) ; voluntary or agreed-upon plans 
providing benefits for retirement, separation, 
life insurance, hospitalization, medical-sur­
gical and unemployment (whether or not 
such plans are covered by insurance ) ;

(iii) Travel (except foreign travel, which 
requires specific approval by the Contracting 
Officer on a case-by-case basis) ; incidental 
subsistence and other allowances of contrac­
tor employees, in connection with perform­
ance of work under this contract (including 
new employees reporting for work and trans­
fer of employees, the transfer of their house­
hold goods and effects, and the travel and 
subsistence of their dependents) ;

(iv) E m ployee  relations, welfare, morale, 
etc., program s, including incentive or sug­
gestion awards, employee counseling services, 
health or first-aid clinics, and house or em­
ployee publications;

(v) P erson n el training, (except special ed­
ucation and training courses and research 
assignments calling for attendance at edu­
cational institutions which require specific 
approval by the Contracting Officer on a case- 
by-case basis) including apprenticeship 
training programs designed to improve effi­
ciency and productivity of contract opera­
tions, to develop needed skills and to develop 
scientific and technical personnel in special­
ized fields required in the contract work;

(vi) R ecru itm en t o f  personnel (including 
help-wanted advertisement) including serv­
ices of employment agencies at rates not in 
excess of standard commercial rates, em­
ployment office, travel of prospective employ­
ees at the request of the contractor for em­
ployment interviews; and

(vii) N e t  cost o f  opera ting  p la n t -s ite  cafe­
terias, dining rooms, and canteens attribut­
able to the performance of the contract.

Appendix A 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 A as may be agreed upon by the 
parties.

Note: In appropriate circumstances, the 
lead sentence in subparagraph (8) may be 
changed to read as follows: “Personnel costs 
and related expenses incurred in accordance 
with established policies, programs, and 
schedules, and any changes thereto during 
the contract term, applicable to the contrac­
tor’s private operations and consistently fol­
lowed throughout his organization, as ap­
proved by the Contracting Officer, such as:”

Also, delete last paragraph of text which 
refers to modifying Appendix A.

(9) R en ta ls  and  leases of land, buildings, 
and equipment owned by third parties where 
such items are used in the performance of 
the contract, except that such rentals and 
leases directly chargeable to the contract 
shall be subject to approval by the Con­
tracting Officer.

(10) Repairs, m a intenance, inspection , re­
placement, and disposal of Government- 
owned property to the extent directed or 
approved by the Contracting Officer.

(11) Repairs, m a in tenance and inspection  
of contractor-owned property used in con­
nection with the performance of this con­
tract, including reasonable standby facilities, 
which are due to ordinary wear and tear 
from use and the action of the elements, 
provided such maintenance and repairs keep 
the property in efficient operating condition 
and do not add to its permanent value or 
appreciably prolong its intended useful life; 
and major repaiirs (including replacement) 
to such property, as directed or approved by 
the Contracting Officer when charged di­
rectly to the contract.

(12) Special tooling, including Jigs, dies, 
fixtures, molds, patterns, designs and draw­
ings, tools, and equipment oi a specialized 
nature generally useful to the contractor only 
in the performance oi this contract.

Note: Itemize any additional special 
equipment which may be appropriate, such 
as loops, mockups, experimental setups, etc.

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

(14) Subscriptions to trade, business, tech­
nical, and professional periodicals, as ap­
proved by the Contracting Officer when 
charged directly to the contract.

(15) Taxes, fees, and charges levied by 
public agencies which the contractor is re­
quired by law to pay, except those which are 
expressly made unallowable tinder other pro­
visions of this contract.

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

(17) The costs of preparing bids and pro­
posals, to the extent approved by the Con­
tracting Officer, but not to exceed 1 percent 
of the direct material and direct labor costs 
of the contract work.

(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) ap­
proved by the Contracting Officer as clearly 
in furtherance of work performed under the 
contract.

(2) Bad debts (Including expenses of col­
lection) and provisions for bad debts not 
arising out .of the performance of this 
contract.

(3) Bonuses and similar compensation un­
der any other name, which (i) are not pur­
suant to an agreement between the contrac­
tor and employee prior to the rendering of the 
services or an established plan consistently 
followed by the contractor, (ii) are in excess 
of those costs which are allowable by the 
Internal Revenue Code and regulations 
thereunder, or (ill) provide total compen­
sation to an employee in excess of reason­
able compensation for the services rendered.

(4) Commissions, bonuses, and fees (under 
whatever name) in connection with obtain­
ing or negotiating for a Government con­
tract or a modification thereto, except when 
paid to bona fide employees or bona fide es­
tablished selling organizations maintained 
by the contractor for the purpose of obtain­
ing Government business.

(5) Contingency reserves, provisions for 
(except provisions for reserves under a self- 
insurance program to the extent that the 
type, coverage, rates, and premiums would 
be allowable if commercial insurance were 
purchased to cover the same risk, as approved 
by the Contracting Officer).

(6) Contributions and donations.
(7 ) Depreciation in excess of that calcu­

lated 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, declin­
ing 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-year6 
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. 
Amortization or depreciation of unrealized 
appreciation of values of assets or of assets 
fully amortized or depreciated on the con­
tractor’s books of account is unallowable.
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(8) Dividend  'provisions or paym ents  
and, in the case of sole proprietors and 
partners, distributions of profits.

(9 ) Enterta inm ent costs, except the costs 
of such recreational activities for on-site 
employees as may be approved by the Con­
tracting Officer or provided for elsewhere 
in this contract.

(10) Fines and penalties, Including 
assessed interest, resulting from violations 
of, or failure- of the contractor to comply 
with, Federal, State, or local laws, or regu­
lations, except when incurred in accordance 
with written approval of the Contracting 
Officer or as a result of compliance with the 
provisions of this contract.

(11) G o vern m en t-fu rn ish ed  property, ex­
cept to the extent that cash payment there­
for is required pursuant to procedures of 
the Commission applicable to transfers of 
such property to the contractor from others.

(12) 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 of or damage to 
Goverment property as defined in Clause

(13) Interest, however represented (except 
interest incurred in compliance with the 
clause entitled “State and local taxes”) , 
bond discounts and expenses, and costs of 
financing and refinancing operations.

(14) Legal, accounting, and con su ltin g  
services, and related costs incurred in con­
nection with the preparation of prospectuses, 
preparation and issuance of stock rights, 
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 prosecution or defense of patent 
infringement litigation.

(15) Losses (including litigation expenses, 
counsel fees, and settlement) on, or arising 
from the sale, exchange, or abandonment of 
capital assets, including investments; losses 
on other contracts, including the contractor's 
contributed portion under cost-sharing con­
tracts; losses in connection with price reduc­
tion 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 com­
pensated 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 negli­
gence, or which could have been covered by 
permissible insurance in keeping with ordi­
nary business practice but which the con­
tractor failed to secure or maintain;

(Ü) Result from willful misconduct or lack 
°* good faith on the part of any of the 
contractor’s directors, corporate officers, or 
«supervising representan ve of the con trac-
tor’ «s defined in Clause ---------  of this
contract;

(Mi) Represent liabilities to third persons 
or which the contractor has expressly ac­
cepted responsibility under other terms of 
“us contract;

(16) Maintenance, depreciation, and other  
costs incidental to the contractor’s idle or

cess facilities (including machinery and 
fadliti^Ht) °^ ier t*1«11 reasonable standby

J i7) M em bership  in trade, business, and 
¡L J'S8~mal organizations except as approved 
“y the Contracting Officer, 
min  ̂ P recontract costs, except as expressly 
" ««e  allowable under other provisions in 
this contract.

<19) Reconversion, alteration, restoration, 
ex ® * hilitation of the contractor’s facilities, 

88 expressly provided elsewhere in 
this contract,
le »f^  Research and d evelopm en t costs, un - 
c°utractfflCally *>rovi<*e<i for elsewhere in this

(21) Selling costs, except to the extent 
they are determined to be reasonable and 
to be allocable to the contract. Allooability of 
selling costs to the contract will be deter­
mined in the light of reasonable benefit to 
the agency program arising from such activ­
ities as technical, consulting, démonstra­
tion, and other services performed for such 
purposes as applying or adapting the con­
tractor’s product for agency use.

(22) Storage o f  records pertaining to this 
contract after completion of operations under 
this contract irrespective of contractual or 
statutory requirement of the preservation of 
records.

(23) Taxes, fees, and  charges in connection 
with financing, refinancing, or refunding 
operations, including the listing of securities 
on exchanges; taxes which are paid contrary 
to tile clause entitled “State and local taxes”; 
Federal taxes on net income and excess 
profits; and special assessments on land 
which represent capital improvement.

(24) Salary or o th er com pensa tion  (and 
expenses related thereto) of any individual 
employed under this contract as a consultant 
or in another comparable employment ca­
pacity who is an employee of another organi­
zation and concurrently performing work on 
a full-time annual basis for that organization 
under a cost-type contract with the Commis - 
sion, except to the extent that cash payment 
therefor is required pursuant to the provi­
sions of this contract or procedures of the 
Commission applicable to the borrowing of 
such an individual from another cost-type 
contractor.

(25) F irst-c lass  air travel in  excess o f th e  
cost o f  less than  first-class air accom m oda ­
tions, except when less than first-class ac­
commodations are not reasonably available to 
meet necessary mission requirements, such 
as, where less than first-class accommoda­
tions 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.

§ 9—7.5006—11 Allowable costs (re ­
search and development contracts 
with educational institutions) ►

(a) The Commission shall pay to the con­
tractor for performance of this contract the 
allowable direct costs incident to its per­
formance plus the allocable portion of the 
allowable indirect costs of the contractor, as 
determined in accordance with:

(1) Subpart 1—15.3 of the Federal Pro­
curement Regulations, as that text is 
amended by the amendments to Bureau of 
the Budget Circular Nó. A-2I as of the date 
of commencement of the pertinent contract 
period set forth in Appendix A; and

N o t e : Subpart 1—15.3 of the FPR, along 
with the latest amendments to Bureau of 
the Budget Circular No. A—21, as of the date 
of execution of the contract, may be ap­
pended to the contract.

(2 ) .The terms of this contract.
(b) In addition to other costs declared to 

be unallowable, the salary or other compen­
sation (and expenses related thereto) of any 
individual employed under the contract as a 
consultant or in another comparable employ­
ment capacity who is an employee of an­
other organization and concurrently per­
forming work on a  full-time annual basis for 
that organization under a cost-type contract 
with the Commission shall be unallowable, 
except to the extent that cash payment 
therefor is required pursuant to the provi­
sions of the contract or procedures of the 
Commission applicable to the borrowing of

such an individual from another cost-type 
contractor.

Note: When predetermined overhead rates 
are to be used, the following shall be added 
to the above clause (see § 9-15.103 (c) ) :

(c) Pred eterm in ed  overhead rates. Not­
withstanding (a) above, the allowable in­
direct costs under this contract shall be 
obtained by applying predetermined over­
head rates to bases agreed upon by the 
parties, as specified below :

(1) The contractor, as soon as possible, 
but not later than three (3) months after 
the expiration of each fiscal year, shall sub­
mit. to the Contracting Officer, a proposed 
predetermined overhead rate or rates for 
use during the contract year based on the 
contractor’s actual cost experience during 
the immediately preceding fiscal year, to­
gether with supporting cost data. Negotia­
tion of predetermined overhead rates by the 
contractor and the Contracting Officer shall 
be undertaken as promptly as practicable 
after receipt of the contractor’s proposal.

(2) Allowability of costs and acceptability 
of cost allocation methods shall be deter­
mined in accordance with the appended cost 
principles for research contracts with edu­
cational institutions.

(3) The results of each negotiation shall 
be set forth in an amendment to this con­
tract and shall specify (i) the agreed pre­
determined overhead rates, (ii) the bases to 
which the rates apply, (iii) the fiscal year, 
unless the parties agree to a different period 
for which the rates apply, and (iv) the spe­
cific items treated as direct costs or any 
changes in the items previously agreed to be 
direct costs.

(4) Pending establishment of predeter­
mined overhead rates for any fiscal year or 
different period agreed to by the parties, the 
contractor shall be reimbursed either at the 
rates fixed for the previous fiscal year or other 
period or at billing rates acceptable to the 
Contracting Officer subject to appropriate 
adjustment when the final rates for that 
fiscal year or other period are established. x

(5) Any failure by the parties to agree on 
any predetermined overhead rate or rates 
under this clause shall not be considered a 
dispute concerning a question of fact for 
decision by the Contracting Officer within 
the meaning of the “Disputes” clause of this 
contract. If for any fiscal year or other period 
specified in this contract, the parties fail to 
agree to a predetermined overhead rate or 
rates prior to the dose of the fiscal year for 
which they are being negotiated, it is agreed 
that the allowable indirect costs under this 
contract shall be determined by after-the- 
fact audit.

( 6.) Allowable indirect costs for the. period 
until the end of the. contractor’s fiscal year 
during which performance begins shall be 
obtained by applying the predetermined over­
head rate set forth in the contract to the 
bases set forth therein.

§ 9—7.5006—12 Allowable costs and fixed 
fee (architect-engineercontracts).

(a) C om pensa tion  fo r  contractor’s serv­
ices. Payment for the allowable eost as here­
inafter defined, and of the fixed fee, if any, 
as hereinafter provided shall constitute full 
and complete compensation for the perform­
ance of: the work under this contract.

(b) F ixed  fee . The fixed fee payable to the 
contractor for the performance of the work
under this contract is $_______There shall
be no adjustment in the amount of the con­
tractor’s fixed fee by reason of differences 
between any estimate of cost for perform­
ance of the work under this contract and 
the actual cost feu performance of that work.

Note: This provision may appropriately 
be changed to cover situations where the fee 
Is tor a period of time, or different fees are 
allowed for various phases of the work.
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(c) Allow able cost. The allowable cost of 

performing the work under this contract 
shall be the costs and expenses that are 
actually incurred by the contractor, are ap­
plicable and properly chargeable, either as 
directly incident or as allocable through 
appropriate distribution or apportionment, 
to 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) rea­
sonableness, including the exercise of prudent 
business judgment, (2) consistent applica­
tion of generally accepted accounting prin­
ciples and practices that result in equitable 
charges to the contract work, and (3) recog­
nition of all exclusions and limitations set 
forth in this clause 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 clause, except as in­
dicated therein. Failure to mention an item 
of cost specifically in paragraph (d) or para­
graph (e) shall not imply either that it is 
allowable or that it is unallowable.

N o t e : This paragraph should be deleted 
and paragraph (c) of § 9-7.5006-9 inserted in 
lieu thereof for onsite architect-engineer 
contracts.

(d) Exam ples o f item s o f  allowable cost. 
Subject to the other provisions of this clause, 
the following examples of items of cost of 
work under this contract shall be allowable 
to the extent indicated:

(1) B on d s and insurance  (including self- 
insurance) as provided in the clause entitled 
‘'Required bonds and insurance—exclusive 
of Government property.”

(2) C om m u n ica tion  costs, including tele­
phone services, local, and long-distance tele­
phone calls, telegrams, cablegrams, radio­
grams, postage, and similar items.

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

(4) L itiga tion  expenses, including reason­
able counsel fees, incurred in accordance 
with the clause of this contract entitled 
“Litigation and claims.”

(5) Losses and expenses (including settle­
ments made with the consent of the Con­
tracting Officer) sustained by the contractor 
in the performance of this contract and cer­
tified 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.

(6) Materials, supplies, and equ ipm en t, 
Including freight, transportation, material 
handling, inspection, storage, salvage, and 
other usual expenses incident to the procure­
ment, use, and disposition thereof, subject to 
approvals required under other provisions of 
this contract.

(7) Paten ts , purchased  design, and  royalty  
paym ents  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 inven­
tion disclosures in accordance with the Pat­
ent clause of this contract.

(8) Personn el costs and related expenses 
incurred in accordance with appendix A, or 
amendments thereto, such as:

(1) Salaries and w ages; bonuses and in­
centive compensation; overtime, shift differ­
ential, holiday, and other premium pay for 
time worked; nonwork time, including va­
cations, holidays, sick, funeral, military, jury, 
witness, and voting leave; salaries and wages 
to employees in their capacity as union stew­
ards and committeemen for time spent in 
handling grievances, or serving on labor 
management (contractor) committees: P ro ­

vided, how ever, That the Contracting Officer’s 
approval is required in each instance of total 
compensation to an individual employee at
an annual rate of $______* or more, when it
is proposed that a total of 50 percent or more 
of such compensation be reimbursed under 
AEC cost-type contracts. Total compensation, 
as used here, includes only the employee’s 
base salary and bonus and incentive compen­
sation payments.

(ii) Lega lly  requ ired  con tr ibu tion s  to old- 
age and survivors’ insurance, unemployment 
compensation plans and workmen’s compen­
sation plans (whether or not covered by in­
surance); voluntary or agreed-upon plans 
providing benefits for retirement, separation, 
life insurance, hospitalization, medical-sur­
gical and unemployment (whether or not 
such plans are covered by insurance);

(iii) Travel (except foreign travel, which 
requires specific approval by the Contracting 
Officer on a case-by-case basis); incidental 
subsistence and other allowances of contrac­
tor employees, in connection with perform­
ance of work under this contract (including 
new employees reporting for work and trans­
fer of employees, the transfer of their house­
hold goods and effects, and the travel and 
subsistence of their dependents);

(iv) E m ployee  relations, welfare, m orale, 
etc., program s, including incentive or sug­
gestion awards, employee counseling services, 
health t>r first-aid clinics, and house or 
employee publications;

(v) Personn el tra in ing  (except special edu­
cation and training courses and research 
assignments calling for attendance at educa­
tional institutions which require specific 
approval by the Contracting Officer on a case- 
by-case basis) including apprenticeship 
training programs designed to improve effi­
ciency and productivity of contract opera­
tions, to develop needed skills, and to develop 
scientific and technical personnel in special­
ized fields required in the contract work; and

(vi) R ecru itm en t o f  personnel (including 
help-wanted advertisement) including serv­
ices of employment agencies at rates not in 
excess of standard commercial rates, employ­
ment office, travel of prospective employees 
at the request of the contractor for employ­
ment interviews.

Appendix A may be modified from time to 
time, in writing, without execution of an 
amendment to this contract for the pur­
poses of effecting any changes in or additions 
to appendix A as may be agreed upon by the 
parties.

N o t e : In appropriate circumstances, the 
lead sentence in subparagraph (8) may be 
changed to read as follows: “Person n e l costs 
and related expenses Incurred in accordance 
with established policies, programs, and 
schedules, and any changes thereto during 
the contract term, applicable to the contrac­
tor’s private operations and consistently 
followed throughout his organization, as 
approved by the Contracting Officer, such 
as:”
Also, delete last paragraph of text which 
refers to modifying appendix A.

(9) Renta ls  and leases o f land, buildings, 
and equipment owned by third parties where 
such items are used in the performance of 
the contract* except that such rentals and 
leases when directly chargeable to the con­
tract shall be subject to approval by the 
Contracting Officer.

(10) Repairs, m a intenance, inspection , re­
placement, and disposal of Government-

3 The specific dollar amount to be inserted 
here is subject to determination by the Con­
tracting Officer, taking into account the cost 
principles and procedures set forth in Part 
9-15, with specific reference to § 9-1510.10-14
(d ) . In no event should the dollar amount be 
more than $25,000.

owned property to the extent directed or 
approved by the Contracting Officer.

(11) Repairs, maintenance, and inspection 
of contractor-owned property used in con­
nection with the performance of this con­
tract, including reasonable standby facilities, 
which are due to ordinary wear and tear 
from use and the action of the elements, 
provided such maintenance and repairs keep 
the property in efficient operating condition 
and do not add to its permanent value or 
appreciably Rrolong its intended useful life; 
and major repairs (including replacement) 
to such property, except that such major 
repairs when directly chargeable to the con­
tract shall be subject to approval by the 
Contracting Officer.

(12) Reproduction and art work, including 
such models and mockups as may be ap­
proved by the Contracting Officer.

(13) Structures and facilities of a tempo­
rary nature as approved by the Contracting 
Officer.

(14) Membership in trade, business, and 
professional organizations, except that such 
memberships when directly chargeable to 
the contract shall be subject to approval by 
the Contracting Officer.

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

(16) Subscriptions to trade, business, 
technical, and professional periodicals, ex­
cept that such subscriptions when directly 
chargeable to the contract shall be subject 
to approval by the Contracting Officer.

(17) Taxes, fees, and charges levied by 
public agencies which the contractor is re­
quired by law to pay, except those which are 
expressly made unallowable under other 
provisions of this contract.

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

(19) The costs of preparing proposals to 
the extent approved by the Contracting Offi­
cer, but not to exceed 1 percent of the direct 
material and direct labor costs of the con­
tract work.

Note: This paragraph should be deleted 
for on-site architect-engineer contracts.

(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) ap­
proved by the Gontractng Officer as clearly in 
furtherance of work performed under the 
contract.

(2) Bad debts (including expenses of col­
lection) and provisions for bad debts not 
arising out of the performance of this con­
tract.

(3) Bonuses and similar compensation 
under any other name, which (i) are not 
pursuant to an agreement between the con­
tractor and employee prior to the rendering 
of the services or an established plan consist­
ently followed by the contractor, (ii) nre 
in excess of those costs which are allowable 
by the Internal Revenue Code and regula­
tions thereunder, or (iii) provide total com­
pensation to an employee in excess of rea­
sonable compensation for the services 
rendered.

(4) Commissions, bonuses, and fees (under 
whatever name) in connection with obtain­
ing or negotiating for a Government con­
tract or a modification thereto, except whe 
paid to bona fide employees or bona n 
established selling organizations maintain 
by the contractor for the purpose of obta 
ing Government business.

(5) Contingency reserves, provisions l ,  
(except provisions for reserves Tinder a■ s® 
insurance program to the extent that 
type, coverage, rates, and premiums would
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allowable if commercial insurance were pur­
chased to cover the same risk, as approved 
by the Contracting Offlcer>.

(6) Contributions and  donations.
(7) Depreciation in excess of that cal­

culated by application of methods approved 
lor use by the Internal Revenue Services 
under the Internal Revenue Oode of 1954, as 
amended, including the straight-line, declin­
ing 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 use­
ful 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. Amortization or depreciation of 
unrealized appreciation of values of assets or 
of assets fully amortized or depreciated on 
the contractor’s books of account is. 
unallowable.

(8) Dividend provisions or paym ents and, 
in the case of sole proprietors and partners, 
distributions of profits.

(9) Entertainm ent costs, except the costs 
of such recreational activities for on-site em­
ployees as may be approved by the Contract­
ing Officer or provided for elsewhere in this 
contract.

(19) Fines and penalties, including as­
sessed 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 
written approval of the. Contracting Officer 
or as a result of compliance with the pro­
visions of this contract.

(11) G overn m en t-fu rn ish ed  property , ex­
cept to the extent that cash payment therefor 
is required pursuant to procedures of the 
Commission applicable to transfers of such 
property to the contractor from others.

(12) 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 of or damage to 
Government p r o p e r t y  as defined in 
Clause ______

(13) Interest, however represented (except 
interest incurred in compliance with the 
clause entitled “State and local taxes”) , bond 
discounts and expenses, and costs of financ­
ing and refinancing operations.

(14) Legal, accounting, and consulting  
services and related costs incurred in con­
nection with the preparation of prospectuses, 
preparation and issuance of stock rights, 
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 prosecution or defense-of patent 
infringement litigation.

(15) Losses (including litigation expenses, 
counsel fees, and settlements) on, or arising

saie> exchange, or abandonment of 
apital assets, ■ including investments; losses 
n other contracts, including the contractor’s 
tttribiited portion under cost-sharing con- 
acts; losses in connection with price reduc- 

and discount purchases by employees 
, ers ironi any source; and losses where 

uch losses or expenses:
.J  ) ^re compensated for by insurance or 

or whlch would have been com­
pensated by insurance required by law or by 

. «n  direction of the Contracting Officer 
or m contractor failed to procure
.  ■ 'taln through its own fault or negli-
nerrvn’ wllich could have been covered by 
permissibte insurance in keeping with ordi- 

U5mess practice but which the con- 
,...r fa*led to secure or maintain; 

of arL S}11̂  from willful misconduct or lack 
trar^' • faith on the Part of any of the con- 

r s directors, corporate officers, or a

supervising representative of the contractor, 
as defined in C lause______ of this contract;

(ill) Represent liabilities to third persons 
for which the contractor has expressly ac­
cepted responsibility under other terms of 
this contract.

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

(17) Reconversion, alteration, restoration, 
or rehabilitation of the contractor’s facilities, 
except as expressly provided elsewhere in this 
contract.

(18) Research and development costs, un­
less specifically provided for elsewhere in this 
contract.

(19) 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 deter­
mined in the light of reasonable benefit to 
the agency program arising from such activi­
ties as technical, consulting, demonstration, 
and other services performed for such pur­
poses as applying or adapting the contractor’s 
product for agency use.

(20) Storage of records pertaining to this 
contract after completion of operations under 
this contract irrespective of contractual or 
statutory requirement of the preservation of 
records.

(21) Taxes, fees, and. charges in connection 
with financing, refinancing, or refunding 
operations, including the listing of securities 
on exchanges; taxes which are paid contrary 
to the clause entitled “State and local taxes”; 
Federal taxes on net income and excess 
profits; and special assessments on land 
which represent capital improvement.

(22) Salary or other compensation (and 
expenses related thereto) of any individual 
employed under this contract as a consultant 
or in another comparable employment ca­
pacity who is an employee of another orga­
nization and concurrently performing work 
on a full-time annual basis for that orga­
nization 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 procedures 
of the Commission applicable to the borrow­
ing of such an individual from another cost- 
type contractor.

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

(i)  Require circuitous routing,
(ii) Require travel during unreasonable 

hours,
(h i) Greatly increase the duration at 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.

Note: The following additional examples 
of items of unallowable costs are to be used 
in on-site architect-engineer contracts:

(24) Costs of preparing proposals.
(25) Central and branch office expenses 

of the contractor, except as specifically set 
forth in the contract.

(26) Travel expenses of officers, partners, 
proprietors, executives, administrative heads, 
and other employees of the contractor’s cen­
tral office or branch office organization 
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 Contract­
ing Officer.

§ 9—7.5006—13 Drawings, designs, speci­
fications.

All drawings, sketches, designs, design 
data, specifications, notebooks, technical and 
scientific data, and all photographs, nega­
tives, reports, findings, recommendations, 
data and memoranda of every description 
relating thereto, as well as all copies of the 
foregoing relating to the work or any part 
thereof, 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 contrac­
tor and its subcontractors and vendors for 
additional compensation and shall, subject 
to the right of the contractor 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 
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. The contractor’s right of re­
tention and use shall be subject to the 
security, patent, and use of information 
provisions, 'if any, of this contract.
§ 9—7.5006—14 Obligation of funds, esti­

mates of cost (other than operating 
contracts).

(a) O bliga tion  o f funds. The amount pres­
ently obligated by the Government with
respect to the contract is ______  dollars
($_______). Such amount may be increased
unilaterally by the Commission by written 
notice to the contractor and may be in­
creased or decreased by written agreement of 
the parties (whether or not by formal modi­
fication of this contract). Payments 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.

(b) N otices— Con tra ctor excused  pen d in g  
increase w h en  ob ligation  is reached. When­
ever the contractor has reason to believe that 
the total cost of the work under this con­
tract (exclusive of the contractor’s fixed 
fee) will be greater or substantially less than 
the presently estimated cost of the work, the 
contractor shall promptly notify the Con­
tracting Officer in writing. [In contracts 
which are fully obligated, substitute the 
words “amount obligated with respect to this 
contract less the contractor’s fixed fee” for 
the words “presently estimated cost of the 
work,”] The contractor shall also notify the 
Contracting Officer in writing when the 
aggregate of expenditures plus outstanding 
commitments and liabilities allowable under 
this contract, including the contractor’s fixed 
fee, is .equal to ninety percent (90%) (or 
such other percentage as the Contracting 
Officer may from time to time establish by 
notice to the contractor) of the amount then 
obligated with respect to this contract. When 
such expenditures and outstanding commit­
ments and liabilities, including the contrac­
tor’s fixed fee, equal one hundred percent 
(100% ) of such amount, the contractor shall 
immediately notify the Contracting Officer 
and shall make no further commitments or 
expenditures (except to meet existing com­
mitments and liabilities) and shall be ex­
cused from further performance of the work 
unless and until the Contracting Officer 
thereafter shall increase the amount obli­
gated with respect to this contract.

(c) G o ve rn m en t ’s r igh t to  ̂ term in a te  n o t  
affected. The giving of any notice by either
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party under fchis article shall not be con­
strued to waive or impair any right of the 
Government to terminate the contract under 
the provisions of the article entitled 
“Termination."

(d) Estimates of cost. The presently esti­
mated cost of the work under this contract
i s ______ dollars ($______ _) exclusive of the
contractor’s fixed fee.

Note A: The following sentence may be 
substituted for the second sentence of para­
graph (b) above: “The contractor shall also 
notify the Contracting Officer in writing 
when the aggregate of expenditures plus out­
standing commitments and liabilities allow­
able under this contract, including the con­
tractor's fixed fee, leaves available funds 
sufficient to continue contract performance
for only ______ days (or such other period^
as the Contracting Officer may from time to 
time establish by notice to the contractor).”

Note B: In contracts where revenues and 
receipts are anticipated and such revenues 
and receipts are to be available and used for 
payment of allowable costs, paragraphs (a) 
and (b) above should be changed with the 
approval of counsel to provide for such reve­
nues and receipts in a manner similar to 
paragraphs (a ) and (c ), respectively, of 
§ 9-7.5006-15.

Note C: In certain types of contractual 
situations (e.g., multiperiod of multiphase 
contracts), it may be necessary to identify a 
controlling feature (e.g., period or phase) 
with its related estimated cost; in such event, 
changes may be made in paragraph (d) above 
to appropriately identify the controlling 
feature.
§ 9—7.5006—15 Obligation of funds (op­

erating contracts).
(a) Obligation of funds. The amount pres­

ently obligated by the Government with re­
spect to this contract is _______  dollars
($______ ). Such amount may be increased
unilaterally by the Commission by written 
notice to the Contractor and may be in­
creased or decreased by written agreement of 
the parties (whether or not by formal modi­
fication of this contract). Estimated revenues 
and receipts from others for work and serv­
ices 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 pro­
vided in the article entitled “Payments and 
advances.” Nothing in this paragraph (a) is 
to be construed as authorizing the Contrac­
tor 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 Govern­
ment. Except as otherwise provided in this 
contract and except for costs which may be 
incurred by the Contractor pursuant to the 
article entitled “Termination” or costs of 
claims allowable under the contract accruing 
after completion or termination and not re­
leased by the Contractor at the time of finan­
cial settlement of the contract in accordance 
with the article entitled “Payments and 
advances,” payment by the Government un­
der this contract on account of allowable 
costs shall not in the aggregate exceed the 
amount obligated with respect to this con­
tract, 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 fur­
ther performance. The Contractor shall notify 
the Commission in writing whenever the un­
expended balance of funds (including rev­
enues and receipts) available under para­
graph (a) above, plus the Contractor’s best 
estimate of revenues and receipts to be re­
ceived during th e______ day period herein­
after specified, is in the Contractor’s best 
judgment sufficient to continue contract 
operations at the programed rate for only
---------days and to cover the Contractor’s
unpaid fixed fee, and outstanding commit­
ments and liabilities on account of costs 
allowable under the contract at the end of 
such period. Whenever the unexpended bal­
ance of funds (including revenues and re­
ceipts) available under paragraph (a) above, 
less the amount of the Contractor’s fixed fee 
then earned but not paid, is in the Con­
tractor’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 Contrac­
tor shall immediately notify the Commission 
and shall make no further commitments or 
expenditures (except to liquidate existing 
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 Gov­
ernment) and the performance of all work 
hereunder will be deemed to have been ter­
minated for the convenience of the Govern­
ment in accordance with the provisions of 
the article entitled “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 per­
formance of the contract work. Such plans 
and instructions may be amended or sup­
plemented from time to time by the Com­
mission. The Contractor hereby agrees to 
comply with the specific limitations (ceil­
ings) on costs and commitments set forth 
in such plans and directives, to use its best 
efforts to comply with the other require­
ments of such plans and directives, and to 
promptly notify the Commission in writing 
whenever it has reason to believe the au­
thorized financial levels of costs and com­
mitments will be exceeded or substantially 
underrun.

N ote : This paragraph (d) may be omitted 
in contracts which expressly or othewise pro­
vide a contractual basis for equivalent con­
trols in a separate article.

(e) Government’s right to terminate not 
affected. The giving of any notice under this 
article shall not be construed to waive or im­
pair any right of the Government to termi­
nate the contract under the provisions of 
the article entitled “Termination.”

§ 9—7.5006—16 Background patent rights 
and background technical data.

See § 9-9.5008.
§ 9—7.5006—17 Patents contractor held 

harmless.
See § 9-9.5010.

§ 9—7.5006—18 Patent indemnity.
See § 9-9.5009.

§ 9—7.5006—19 Patent provisions Type A. 
See § 9-9.5003.

§ 9—7.5006—20 Patent provisions Type B,
See § 9-9.5004.

§ 9—7.5006—21 Patent provisions Type C, 
See § 9-9.5005.

§ 9—7.5006—22 Patents— reporting of 
royalties.

See §9-9.5011.
§ 9—7.5006—23 Payments and advances 

(cost-type contracts where funds are 
advanced by AEC).

(a ) Installments of fixed fee. Ninety per­
cent (90%) of the fixed fee shall become 
due and payable in periodic installments in 
amounts based on the proportion of the work 
then completed, as determined by the Con­
tracting Officer, and the balance upon com­
pletion and acceptance of all work under 
this contract.

N ote A: For operating contracts use: “The
fixed fee provided for in C lause______ shall
be paid in equal monthly installments as it 
accrues.”

N ote B : W here a separate fixed fee is pro­
vided for a separate item of work, this sub- 
paragraph should be modified to permit 
payment o f the entire fixed fee upon comple­
tion of that item.

(b ) Payments on Account of Allowable 
Costs. The Contracting Officer and the con­
tractor shall agree as to the extent to which 
payment for allowable costs or payments for 
other items specifically approved in writing 
by the Contracting Officer shall be made from 
advances of Government funds.

(c ) Special Bank Account— Use. All ad­
vances of Government funds shall be with­
drawn pursuant to a letter of credit in favor 
of the contractor or, in the option of the 
Government, shall be made by check payable 
to the contractor, and shall be deposited only 
in the Special Bank Account referred to in 
the Agreement for Special Bank Account, 
which is attached hereto and incorporated 
into this contract as an appendix. The con­
tractor 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) min­
gled with any funds of the contractor or (2) 
used for a purpose other than that of making 
payments for costs allowable under this con­
tract 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 on such 
bank account exceeds the contractor’s cur­
rent needs, the contractor shall promptly 
make such disposition of the excess as the 
Contracting Officer may direct.

N o t e : For Special Bank Account Agree­
ment, see § 9-7.5006-24.

(d ) Title to funds advanced. Title to the
unexpended balance of any funds advanced 
and of any bank account established pursu­
ant to this clause shall remain in the Govern­
ment and -be superior to any claim or lien 
of the bank of deposit or others. It is under­
stood 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 
clause. ,

(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., ne 
costs Incurred) for the period covered by the 
voucher, and the Commission, after audi 
and appropriate adjustment, will approve
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such voucher. This approval by the Com­
mission will constitute an acknowledgment 
by the Commission that the net costs in­
curred 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 responsi­
bility for the Commission’s assets in its 
care, for appropriate subsequent adjust­
ments, or for errors later becoming known to 
the Commission.

Note: This paragraph (e) should be 
omitted in contracts with nonintegrated
contractors.

(f) Financial settlement. The Government 
shall promptly pay to the contractor the un­
paid balance of allowable costs and fixed 
fee upon termination of the work, expira­
tion of the term of the contract, or comple­
tion of the -work and its acceptance by the 
Government after (1) compliance by the 
contractor with the Commission’s patent 
clearance requirements, and (2) the fur­
nishing by the contractor of:

(1) An assignment of the contractor’s 
rights to any refunds, rebates, allowances, 
accounts receivable, or other credits applica­
ble to allowable costs under the contract;

(2) A closing financial statement; and
(3) The accounting for Government- 

owned property required by the clause en­
titled “Property.”

(4) 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:

(i) Specified claims in stated amounts or 
in estimated amounts where the amounts 
are not susceptible of exact statement by 
the contractor;
' (ii) Claims, together with reasonable ex­

penses incidental thereto, based upon liabili­
ties of the contractor to third parties arising 
out of the performance 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 con­
tractor that the Government is prepared to 
make final payment, whichever is earlier; 
and

(iii) Claims for reimbursement of costs 
(other than expenses of the contractor by 
reason of any indemnification of the Gov-
emment against patent liability), including 
reasonable expenses incidental thereto, in­
curred by the contractor under the provisions 
of this contract relating to patents.

In arriving at the amount due the con­
tractor under this clause, there shall be 
deducted (1) any claim which the Govern- 

ent may have against the contractor in 
onnection with this contract, and (2) de- 
uctions due under the terms of'this con- 
ra” ’ and not otherwise recovered by or 

/  + to the Government. The unliqui- 
ated balance of the Special Bank Account 
ay be applied to the amount due and any 

oaiance shall be returned to the Government
forthwith.

(g) Claims. Claims for crédit against funds 
n a n ^ ed or for P im en t  shall be accom- 
inc+ifi such supporting documents and 
prescribtl0n &S thG ContractinS Officer shall

an ii* ̂ discounts. The contractor shall take 
an . atTord the Government the advantage of 
count ° Wn an<* ava*laPle cash and trade dis- 
ariri s’ rehates, allowances, credits, salvage, 
0ffi commissions unless the Contracting 
h»«t t* ,flnds that such action is not in the 

ii .^erest of the Government, 
contlo * ve'llues- AH revenues other than the 

ctor 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 Spe­
cial Bank Account to be available for pay­
ment of allowable cost under this contract.

( j )  Direct payment of charges— deduc­
tions. 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 un­
der this contract. Any payment so made shall 
discharge the Government of all liability to 
the contractor therefor.

§ 9—7.5006—24 Special bank account 
agreement.

Agreement entered into th is --------- day of
_____ ________ , 196__, betweeq the United
States of America (hereinafter called the 
Government), represented herein by the 
United States Atomic Energy Commission
(hereinafter called the “Commission”) ----------
_____________________ _ hereinafter called the
‘Contractor,’ a corporation under the laws of
the State o f _______________ and — v--------------,
hereinafter called the Bank, a banking cor­
poration under the laws o f ------------------- ; lo­
cated a t _______________

Recitals

(a) Under date o f ______________, 196— , the
Commission and the Contractor entered into 
Contract (s) N o . ______________, or a Supple­
mental Agreement thereto, providing for 
the making of advances of Government funds 
to the Contractor. Copy of such advance pro­
visions has been furnished to the Bank.

(b ) The Commission requires that amounts 
advanced to the Contractor under said con­
tract or Supplemental Agreement be depos­
ited 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

( Name of Contractor ) ( Contract No. )
United States Atomic Energy Commission 
Special Bank Account.”

Covenants

In consideration of the foregoing, and for 
other good and valuable considerations, 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 Con­
tractor, 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 provi­
sions of said cpntra'ct 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 direc­
tions from the Contracting Officer, or from 
the duly authorized representative of the 
Contracting Officer or the Manager of the 
__________ ^__Operations Office of the Com­
mission, 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.

(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, without limitation, the 
inspection or copying of such books and

records and any and all memoranda, checks, 
correspondence, or documents appertaining 
thereto. Except as agreed upon by the Gov­
ernment and the Bank, all books and rec­
ords pertaining to the Special Bank Ac­
count in the possession of the Bank relating 
to the Special Bank Account agreement shall 
be preserved by the Bank for a period of 
three (3) years after final payment under the 
contract to which the Special Bank Account 
agreement pertains or otherwise disposed of 
in such manner as may be agreed upon by the 
Government and the Bank.

(4) In the event of the service of any writ 
of attachment, levy of execution, or com­
mencement of garnishment proceedings with 
respect to the Special Bank Account, the 
Bank will promptly notify the Manager,
______________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.

(Signatures and official titles)

§ 9—7.5006—25 Payments (cost-type con­
tracts where funds are not advanced).

(a) Payments on account of allowable 
costs. Once each month (or at more frequent 
intervals, if approved by the Contracting 
Officer) the contractor may submit to the 
Contracting Officer, in such form and reason­
able detail as he may require, an invoice or 
voucher supported by a statement of cost in­
curred by the contractor in the performance 
of this contract and claimed to constitute 
allowable costs. Promptly after receipt of 
each invoice or voucher the Government 
shall, subject to the provisions of (c) 
below, make payment thereon as approved by 
the Contracting Officer.

Note : For supply-type contracts make last 
sentence read “make payment to the extent 
of 90% thereon.”

(b ) Payments on account of fixed fee. The 
fix$d fee shall become due and payable in 
periodic installments in amounts based on 
the proportion of the work then completed 
as determined by the Contracting Officer. 
In  making such periodic payments there shall 
be retained (10 or 15) percent from each 
payment which retained amounts shall be 
paid upon completion and acceptance of all 
work under this contract; provided, however, 
that the Contracting Officer may at any time 
the amount of the retained fixed fee equals 
One Hundred Thousand Dollars ($100,000) 
make payments of any of the remaining 
periodic installments of the fixed fee in full.

(c ) Audit adjustments. At any time or 
times prior to settlement under this contract 
the Contracting Officer may have invoices or 
vouchers and statements of cost audited. 
Each payment theretofore made shall be sub­
ject to reduction for amounts included in the 
related invoice or voucher which are found 
by the Contracting Officer, on the basis of 
such audit, not to constitute allowable cost. 
Any payment may be reduced for overpay­
ments, or increased for underpayments, on 
preceding invoices or vouchers.

(d ) Completion voucher. On receipt and 
approval of the invoice or voucher desig­
nated by the contractor as the “completion 
invoice” or “completion voucher” and upon 
compliance by the contractor with all the 
provisions of this contract (including, with­
out limitation, the provisions relating to 
patents and provisions of (f )  below) the 
Government shall promptly pay to the con­
tractor any balance of allowable cost, and 
any part of the fixed fee which has been with­
held pursuant to (b ) above or otherwise not 
paid to the contractor. The completion in­
voice or voucher shall be submitted by the 
contractor promptly following completion of 
the work under this contract but in no event 
later than one ( 1) year (unless within the
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year the Contracting Officer grants a further 
specific period of time) from the date of 
such completion.

(e) Applicable credits. The contractor 
agrees that any refunds, rebates, credits, or 
other amounts (including any interest 
thereon) accruing to or received by the con­
tractor or any assignee under this contract 
shall be paid by the contractor to the Gov­
ernment, to the extent that they are prop­
erly allocable to costs for which the 
contractor has been reimbursed by the Gov­
ernment under this contract. Reasonable ex­
penses incurred by the contractor for the 
purpose of securing such refunds, rebates, 
credits, or other amounts shall be allowable 
costs hereunder when approved by the Con­
tracting Officer.

(f )  Financial settlement. Prior to final pay­
ment under this contract, the contractor and 
each assignee under this contract whose as­
signment is in effect at the time of final 
payment under this contract shall execute 
and deliver:

(1) An assignment to the Government in 
form and substance satisfactory to the Con­
tracting Officer of refunds, rebates, credits, 
or other amounts (including any interest 
thereon) properly allocable to costs for 
which the Contractor has been reimbursed 
by the Government under this contract; and

(2) 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:

(i) Specified claims in stated amounts or 
in estimated amounts where the amounts 
are not susceptible of exact statement by the 
contractor;

(ii) Claims, together with reasonable ex­
penses incidental thereto, based upon lia-„ 
bilities of the contractor to third parties 
arising out of performance of this contract: 
Provided, That such claims are not known 
to the contractor on the date of the execu­
tion 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 pre­
pared to make final payment, whichever Is 
earlier; and

(iii) Claims for reimbursement of costs 
(other than expenses of the contractor by 
reason of any. Indemnification of the Govern­
ment against patent liability), including rea­
sonable expenses incidental thereto, incurred 
by the contractor under the provisions of 
this contract relating to patents.

§ 9 —7.5006—26 Property (C PFF ).
(a ) Furnishing of Government property. 

The Government reserves the right to fur­
nish any property or services required for 
the performance of the work under this 
contract.

(b ) Title to property. Title to all property 
furnished by the Government shall remain in 
the Government except as otherwise pro­
vided in this article. Except as otherwise pro­
vided by the Contracting Officer, title to all 
materials, equipment, supplies, and tangible 
personal property of every kind and descrip­
tion purchased by the Contractor, for the 
cost of which the Contractor is entitled to 
be reimbursed as a direct item of cost under 
this contract, shall pass directly from the 
vendor to the Government. The Government 
reserves the right to inspect, and to accept 
or reject, any item of such property. The 
Contractor shall make such disposition of 
rejected items as the Contracting Officer shall 
direct. Title to other property, the cost of 
which is reimbursable to the Contractor un­
der this contract, shall pass to and vest in 
the Government upon (1) issuance for use 
of such property in the performance of this

contract, or (ii) commencement of process­
ing or vise of such property in the perform­
ance of this contract, or (iii) reimbursement 
of the cost thereof by the Government, 
whichever first occurs. Property furnished 
by the Government and property purchased 
or furnished by the Contractor, title to which 
vests in the Government, under this para­
graph are hereinafter referred to as Govern­
ment Property. Title to Government Prop­
erty shall not be affected by the incorpora­
tion of the property into or the attachment 
of it to any property not owned by the Gov­
ernment, nor shall such Government Prop-- 
erty or any part thereof, be or become a fix­
ture or lose its identity as personalty by 
reason of affixation to any realty.

(c ) Identification. To the extent directed 
by the Contracting Officer, the Contractor 
shall identify Government Property coming 
into the Contractor’s possession or custody by 
marking or segregating in such a way, satis­
factory to the Contracting Officer, as shall 
indicate its ownership by the Government.

(d ) Disposition. The Contractor shall make 
such disposition of Government Property 
which has come into the possession or cus­
tody of the Contractor under this contract as 
the Contracting Officer shall direct. When 
authorized in writing by the Contracting 
Officer during the progress of the work or 
upon completion or termination of this con­
tract, the Contractor may, upon such terms 
and conditions as the Contracting Officer 
may approve, sell or exchange such property, 
or acquire such property at a price 
agreed upon by the Contracting Officer 
and the Contractor as the fair value thereof. 
The amount received by the Contractor as 
the result of any disposition, or the amount 
of the agreed fair value of any such property 
acquired by the Contractor, shall be applied 
in reduction of cost allowable under this con­
tract or shall be otherwise credited to ac­
count of the Government, as the Contracting 
Officer may direct. Upon completion of the 
work or the termination of this contract, the 
Contractor shall render an accounting, as 
prescribed by the Contracting Officer, of all 
Government Property which had come Into 
the possession or custody of the Contractor 
under this contract.

(e) Protection of Government Property—  
Classified Materials. The Contractor RV>nii 
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 and accounting for any classified or special 
materials involved in the performance of this 
contract, in accordance with the regulations 
and requirements of the Commission.

( f )  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 
such loss, destruction or damage results from 
wilful misconduct or lack of good faith on 
the part of the Contractor’s managerial per­
sonnel, or unless such loss, destruction or 
damage results from a failure on the part of 
the Contractor’s managerial personnel, to 
take all reasonable steps to comply with any 
appropriate written directives of the Con­
tracting Officer to safeguard such property 
under paragraph (e) hereof. The term “Con­
tractor’s managerial personnel” as used 
herein means the Contractor’s directors, offi­
cers and any of its managers, superintend­
ents, or other equivalent representatives who 
have supervision or direction of ( 1 ) all or 
substantially all of the Contractor’s business; 
or (2) all or substantially all of the Contrac­
tor’s operation at any one plant or separate 
location at which this contract is being per­

formed; or (3) a separate and complete major 
industrial operation in connection with the 
performance at this contract; or (4) a sep­
arate and complete major construction, alter­
ation or repair operation in connection with 
performance of this contract.

(g ) Steps to be taken in event of loss. 
Upon the happening of any loss or destruc­
tion of or damage to Government Property 
in the possession or custody of the Contrac­
tor, 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 dam­
aged property, if and as directed by the Con­
tracting Officer, but shall take no action prej­
udicial to the right of the Government to 
recover therefor and shall furnish to the 
Government, on request, all reasonable as­
sistance in obtaining recovery.

(h ) Government property for Government 
use only. Government Property shall be used 
only for the performance of this contract.

§ 9—7.5006—27 Properly (fixed price).
(a ) (1) (For use in contracts involving 

Government-furnished property.) The de­
livery (construction) schedules set forth in 
this contract are based upon the expectation 
that the Government-furnished property re­
ferred to in Schedule______ of this contract
will be delivered on or be fo re_____ ________
In  the event that such Government-fur­
nished property is not delivered to the Con­
tractor by such time, the Contracting Officer 
shall, if requested by the Contractor, deter­
mine if any delay has been occasioned the 
Contractor thereby, and if so shall grant a 
reasonable extension of the time for comple­
tion of performance. The Government shall 
not be liable to the Contractor for damages 
or loss of profit by reason of any delay in 
delivery of said Government-furnished prop­
erty, except that in case of such delay, upon 
written request of the Contractor, an equita­
ble adjustment shall be made in the delivery 
(construction) schedule of this contract, 
or price, or both, and in other contractual 
provisions affected thereby, in accordance 
with the procedures provided for in the arti­
cle entitled “Changes.”

(2) (For use in contracts involving Con­
tractor-acquired property.) In  connection 
with its work under this contract, the Con­
tractor shall, w ith in _____________ acquire or
manufacture for the Government’s account 
the property listed in Schedu le---------at*
tached hereto (hereinafter referred to as 
Contractor-acquired property). Such property
shall be installed by the Contractor i n -----—
--------- - or if approved in writing by the Con­
tracting Officer, in the plants of subcontrac­
tors. The Contractor shall insert provisions 
in all subcontracts under which such prop­
erty is furnished to the subcontractors where­
by there will be made applicable to the Gov­
ernment and the subcontractors substantially 
the same rights and obligations in respect to 
such property as are made applicable to the 
Government and the Contractor under this 
article.

(b ) Title to all Government-furnished or
Contractor-acquired property shall remain 
in the Government. Title thereto shall not 
be affected by the incorporation or attach­
ment thereof to any property not owned by 
the Government, nor shall any such property, 
or any part thereof, be or become a fixture or 
lose its identity as personalty by reason of 
affixation to any realty. The Contractor shall 
maintain adequate property control records 
of such property consistent with good busi­
ness practice and as may be prescribed by 
the Contracting Officer; and shall cause all 
such property to be clearly marked (if no]  
bo marked) to show that it is property 
the Government.
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(c) Government-furnished or Contractor- 
acquired property shall be used only for the 
performance of this contract.

(d) The Contractor shall, in accordance 
with sound industrial practice and without 
3(l^1t.irmg.i cost to the Government, maintain 
in operating condition, repair, protect, and 
preserve such Government-furnished or Con­
tractor-acquired property until disposed of 
by the Contractor in accordance with this 
article. Should any replacement of any such 
property become necessary during the term 
of this contract other than by reason of the 
negligence or fault of the Contractor, the 
same shall be made by the Contractor at the 
direction of and for the account of the Com­
mission and the title thereto shall vest in 
the Government and any delay occasioned 
thereby shall be considered an excusable 
delay under this contract.

(e) (1) Except for loss or destruction of, 
or damage to, Government-furnished or Con­
tractor-acquired property resulting from a 
failure of the Contractor, due to wilful mis­
conduct or lack of good faith of the Contrac­
tor’s managerial personnel to maintain in 
operating condition, repair, protect, and pre­
serve such property as required by subpara­
graph (d) hereof, the Contractor shall not be 
liable for loss or destruction of, or damage to, 
such property (i) caused by any peril while 
the property is in transit off the Contractor’s 
premises, or (ii) caused by any of the fol­
lowing perils while the property is on the 
Contractor’s premises, or on any other prem­
ises where such property may properly be 
located, or by removal therefrom because of 
any of the following perils:

“Eire; lightning; windstorm; cyclone; tor­
nado; hail; explosion; riot attending a strike; 
civil commotion; vandalism and malicious 
mischief; aircraft or objects falling there­
from; vehicles running on land or tracks 
(excluding vehicles owned or operated by the 
Contractor or any agent or employee of the 
Contractor); smoke; sprinkler leakage; earth­
quake or volcanic eruption; flood, meaning 
thereby rising of rivers or streams; enemy 
attack or any action by the military, navy, 
or air forces of the United States in resisting 
enemy attack.”

The perils as set forth above are herein­
after called “excepted perils.’’
The term “Contractor’s managerial person­
nel,” as used in this article, means the Con­
tractor’s directors, officers, and such of its 
managers, superintendents, or cither equiva­
lent representatives who have supervision 
or direction of ( 1) all of or substantially all 
of the Contractor’s business; or (2) all or 
substantially all of the Contractor’s opera­
tion at any one plant or separate location 
at which the work is being performed; or 
(3) a separate or complete major industrial 
operation in connection with performance 
or the contract; or (4) a separate and com­
plete major construction, alteration, or re­
pair operation in connection with perform­
ance of the contract.

(2) Upon the happening of loss or destruc- 
or damage to, Government-furnished 

. ~on r̂ac ôr-acquired property, the Con- 
sha11 communicate with the Con- 

+ ^® cer shall take all reasonable 
nww?„1UL?rotect such property, put all such 

in tlle best possible order, and fur- 
of n Oontracfeig Officer a statement
ornL i e. los ’̂ destroyed, and damaged Gov- 
Dmnow^"f/Umlslie<i or Coutractor-acquirec 
doct,- « ’ ^  and origin of the loss
teros?cCi10̂  ° r damage, (ill) all known in- 
sunh ttle commingled property of whict 
amr ^  a Part, and (iv)- the insurance, if

any part of or interest in sucl commmgied property.
ihe aPPr°val of the Contractinf 

to o loss or destruction of, or damag< 
• vne Government-furnished or Contrac­

tor-acquired property, and subject to such 
conditions and limitations as may be im­
posed by the Contracting Officer, the Con­
tractor shall, in order to minimize the loss 
to the Government or in order to permit re­
sumption of business or the like, sell for the 
account of the Government, any item of 
such property which has been damaged be­
yond practicable repair, or which is so com­
mingled or combined with property of others, 
including the Contractor, that separation is 
impracticable.

(4) Except to the extent of any loss or 
destruction, or damage to, Government- 
furnished or Contractor-acquired property 
for which the Contractor is relieved of lia­
bility under the foregoing provisions of this 
paragraph, and except for reasonable wear 
and tear or depreciation, or the utilization 
or disposition of such property in accordance 
with the provisions of this contract, the 
property shall be returned to the. Govern­
ment in as good condition as when received 
by the Contractor.

(5) In the event the Contractor is in­
demnified, reimbursed, or compensated for 
any loss or destruction of, or damage to 
Government-furnished or Contractor-ac­
quired property caused by an excepted peril, 
it shall equitably reimburse the Government, 
The Contractor shall do nothing to prejudice 
the Government’s rights to recover against 
third parties for any such loss, destruction 
or damage and upon the request of the Con­
tracting Officer shall, at the Government’s 
expense, furnish to the Government all rea­
sonable assistance and cooperation (includ­
ing the prosecution of suits, and the 
execution of instructions of assignment in  
favor of the Government) in obtaining re­
covery (note A ) .

( f )  The Government shall at all times 
have access to the premises wherein any 
Government-furnished or Contractor-ac­
quired property is located.

(g ) Upon the completion of this contract, 
the Contractor shall submit, in a form ac­
ceptable to the, Contracting Officer, inventory 
schedules covering all items of Government- 
furnished or Contractor-acquired property 
not consumed in the performance of this con­
tract (including any resulting scrap), or not 
theretofore delivered to the Government, and 
shall hold the same at no charge to the 
Commission for a period of 60 days, unless 
the period of time is extended by mutual 
agreement. At the expiration of such period 
or upon the Contracting Officer’s earlier order 
the Contractor shall dismantle, prepare for 
shipment and shall store or deliver said prop­
erty to the Commission on cars or trucks at 
Contractor’s plant at the expense of the Com­
mission, or make such other disposal of said 
property as may be directed by the Contract­
ing Officer. The net proceeds of any such dis­
posal shall be credited to the contract price or 
shall be paid over as the Contracting Officer 
may direct.

N ote A: Paragraph (e) as set forth above 
should be used in negotiated fixed-price 
contracts and subcontracts where it can be 
determined and the Contractor or subcon­
tractor represents that the contract price in­
cludes no charge or reserve for insurance 
(including self - insurance) covering damage 
to Government property (a ) caused by any 
peril while the property is in transit off the 
Contractor’s premises or (b ) caused by any 
of the excepted perils enumerated in the 
oontract. In all other negotiated fixed-price 
contracts and in formally advertised con­
tracts, the following paragraph should be 
substituted for paragraph ( e ) : “Unless 
otherwise provided in this contract, the Con­
tractor assumes the risk of and shall be 
responsible for any loss of or damage to 
Government-furnished property or Contrac­
tor-acquired property in its possession, ex­

cept for reasonable wear and tear and except 
to the extent that such property is consumed 
in the performance of this contract.”

§ 9-7.5006-28 [Reserved]
§ 9—7.5006—29 Contractor procurement.

(a ) The Commission reserves the right at 
any time to require that the contractor sub­
mit for approval any or all procurements 
under this oontract. The contractor' shall not 
procure any item whose purchase is ex­
pressly 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 (note A ) provide in­
formation concerning procurement methods, 
practices, n-Tui procedures used or proposed 
to be used and shall use methods, practices, 
and procedures which are acceptable to the 
Commission. Procurement arrangements un­
der this contract (note B ) 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 form 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 
section and any other provision in this con­
tract, the contractor shall require subcon­
tractors to furnish cost or pricing data, and 
shall include in such subcontracts the clause 
set forth in § 9-3.814-50, except as otherwise 
directed or approved by the Commission 
(note C ) .

(c) Procurement or transfer of equipment, 
materials, supplies, or services from a con- 
tractor-controlled source (any division or 
other organizational component of the prime 
contractor (exclusive of the contracting com­
ponent) and any subsidiary or affiliate of 
the contractor under a  common control) 
shall be considered a procurement for the 
purposes of this article (note D ) .

N ote A: See also § 9-59.002. When appro­
priate, the words **, if requested by the 
Contracting Officer,” may be inserted here.

Note B : When appropriate, the words 
“shall be made in the najne of the contrac­
tor, shall not bind nor purport to bind the 
Government” may be inserted here.

Note C: Paragraph (b ) above is to be used 
only when the contract is subject to the pro­
visions of § 9—3.807-3 ( b ) .

N ote D : See also §§9-59.006 and 9- 
15.5010-19.

§ 9-7.5006-30 Taxes (CPFF ).
See § 9-11.452.

§ 9—7.5006—31 Taxes (fixed-price con­
tracts).

See FPR 1-11.401.
§ 9—7.5006—32 Workmanship and ma­

terials.
(a ) Grade of workmanship and materials. 

Unless otherwise directed by the Contracting 
Officer or expressly provided for by specifica­
tions issued under this oontract:

(1) All workmanship shall be first class; 
and

(2) All articles, equipment and materials 
incorporated in the work are to be:

(i) New and of the most suitable grade of 
their respective kinds for the purpose;

(ii) In  accordance with any applicable 
drawings and specifications; and

(ill) Installed to the satisfaction and with 
the approval of the Contracting Officer.

Where equipment, materials, or articles are 
referred to in the specifications as “equal to” 
any particular standard, the Contracting 
Officer shall decide the question of equality.
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(b ) Samples and test results. If the Con­

tracting Officer so requires, the contractor 
shall submit for approval samples of or test 
results on any materials proposed to be in­
corporated in the work before making any 
commitment for the purchase of such ma­
terials.

§ 9—7.5006—33 [Reserved]
§ 9—7.5006—34 [Reserved]
§ 9—7.5006—35 [Reserved]
§ 9 —7.5006—36 Nuclear reactor safety.

(a ) The contractor recognizes that the 
activities under this contract involve the risk 
of a nuclear incident which, while the 
chances are remote, could adversely affect the 
public health and safety. In the conduct of 
its activities hereunder, the contractor will 
exercise a degree of care commensurate with 
the risk involved.

Note: In  contracts including activities in 
addition to reactor operations, this paragraph 
should be revised as follows:

(a ) The activities under this contract 
. include the operation of a nuclear re­

actor and the contractor recognizes that 
such operation involves the risk of a nu­
clear incident which, while the chances

• are remote, could adversely affect the 
public health and safety. In the opera­
tion of the nuclear reactor, the Contrac­
tor will exercise a degree of care com­
mensurate with the risk involved.

(b ) The contractor shall comply with 
all applicable regulations of the Com­
mission concerning nuclear reactor safe­
ty and with those requirements (includ­
ing reporting requirements and instruc­
tions) of the Commission concerning 
nuclear reactor safety of which it is noti­
fied in writing by the Contracting Officer.

(c) Prior to the initial startup of any 
nuclear reactor under this contract and 
prior to any subsequent startup follow­
ing a change which represents a signifi­
cant deviation from the procedures, 
equipment, or analyses described in the 
hazards summary report for that reactor, 
the contractor shall:
(1) Prepare a safety analysis report and 

detailed plans and procedures designed to 
assure the safe operation and maintenance of 
the reactor. These will generally cover, but 
not be limited to : Prestartup checklists; nor­
mal operation of the reactor and supporting 
auxiliaries; maintenance operation; emer­
gency situations; and technical standards 
for equipment and systems.

(2) Establish nuclear safety control pro­
cedures to be used within the contractor’s 
organization to insure appropriate review 
and internal approval of the detailed plans 
and procedures specified in ( 1) above.

(3) Submit to the Contracting Officer for 
his approval such procedures relating to 
nuclear safety as may be designated by him.

(4) Carry out a training program designed 
to assure that all personnel who will be en­
gaged in the operations or maintenance of a 
nuclear reactor understand the approved 
plans and procedures for nuclear safety 
pertinent to their assignments.

(5) Obtain the approval of the Contract­
ing Officer prior to such startup of the 
reactor.

(d ) In the operation and maintenance of 
any nuclear reactor under this contract, the 
contractor shall:

(1) Use all reasonable efforts to assure 
that all operational and maintenance activi­
ties are performed by qualified and ade­
quately trained personnel and, except as 
otherwise agreed in writing, are conducted 
under the supervision of personnel who are 
qualified to appraise any emergency condi­
tion and take prompt effective action with 
respect thereto.

(2) Operate the reactors within the oper­
ating limits which may be prescribed by the 
Contracting Officer. The Contracting Officer 
will consult with the contractor in formu­
lating and revising such operating limits.

(3) Follow strictly the procedures relating 
to nuclear safety approved by the Contract­
ing Officer as specified in (c) (3) above and 
submit to the Contracting Officer for his 
approval any proposed changes in such 
procedures.

(4) Establish a system of inspection ap­
proved by the Contracting Officer (including 
review of inspection reports by competent 
technical personnel) that will (i) provide 
frequent and periodic checks of reactor per­
formance and of the qualifications and train­
ing of operating and maintenance personnel 
and (ii) provide for investigation of any un­
usual or unpredicted reactor conditions that 
might affect the safe operation of the reactor,

(5) Report promptly to the Contracting 
Officer any change in the physical condition 
of the reactor or its operating characteristics 
that might in the judgment of the contractor 
affect the safe operation of the reactor.

(6) Shut down the reactor immediately 
whenever so instructed by the Contracting 
Officer, or whenever, in the judgment of the 
contractor, the risk of a nuclear incident 
endangering persons or property, warrants 
such action.

(7) Prepare, in cooperation with other 
services and facilities available at the site 
and with the approval of the Contracting 
Officer, a plan for minimizing the effects of 
a nuclear incident upon the health , and 
safety of all persons on the site; cooperate 
with the Contracting Officer in his prepara­
tion of a plan to protect the public off the 
site; instruct its personnel as to their par­
ticipation in such plans and any personal 
risk to such personnel that may be involved; 
and participate in such practice exercises as 
may be desirable to assure the effectiveness 
of such plants.

Note: The foregoing clause shall be in­
corporated in all contracts involving the 
startup and/or operation of AEC-owned, non- 
licensed reactors including critical facilities. 
Any deviation in substance affecting the 
meaning, intent, or basic principles of this 
clause must be referred, to the Director, Di­
vision of Contracts for approval. Minor 
changes in wording which may become neces­
sary in negotiations may be approved by the 
Manager of the Field Office after consultation 
with counsel.

§ 9-7.5006-37 [Reserved]
§ 9-7.5006-38 [Reserved]
§ 9-7.5006-39 [Reserved]
§ 9-7.5006—40 [Reserved]
§ 9-7.5006-41 [Reserved]
§ 9-7.5006-42 [Reserved]
§ 9-7.5006-43 [Reserved]
§ 9-7.5006-44 [Reserved]
§ 9-7.5006-45 Consultant or other com-

parable employment services o f con­
tractor employees.

(a) The following clause shall be in­
cluded in all cost-type contracts identi­
fied in § 9-12.5401 (c ) :

The contractor shall require all employees 
who are employed full-time (an individual 
who performs work under the cost-type con­
tract on a full-time annual basis) or part- 
time (50 percent or more of regular annual 
compensation received under terms of a con­
tract with the Commission) on the contract 
work to disclose to the contractor all consult­
ant or other comparable employment serv­
ices which the employees propose to under­

take for others. The contractor shall transmit 
to the Contracting Officer all information ob­
tained from such disclosures. The contractor 
will require any employee who will be em­
ployed full-time on the contract 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 under its 
contract with the Commission except with 
the prior approval of the contractor.

(b) The following clause shall be in­
cluded in all cost-type contracts identi­
fied in § 9-12.5401 (d) :

The contractor shall require all employees 
who are employed full-time (an individual 
who performs work under the cost-type con­
tract on a full-time annual basis) or part- 
time (50 percent or more of regular annual 
compensation received under terms of a con­
tract with the Commission) on the contract 
work to disclose to the contractor all con­
sultant or other comparable employment 
services which the employees propose to un­
dertake for others. The contractor shall 
transmit to the Contracting Officer all infor­
mation 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 con­
sultant 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 any proposed consultant or other com­
parable employment service for an organiza­
tion in the atomic energy field other than a 
Commission cost-type contractor may in­
volve: (1) A rate of remuneration signifi­
cantly in excess of the employee’s regular rate 
of remuneration; (2) a significant question 
concerning possible conflict with the Com­
mission’s policies regarding conduct of em­
ployees of the Commission’s contractors; (3) 
the contractor’s responsibility to report fully 
and promtly to the Commission all signifi­
cant research and development information; 
or (4) the patent provisions of the contrac­
tor’s contract with the Commission, the con­
tractor shall obtain the prior approval of the 
Contracting Officer for such consultant or 
other comparable employment service.

§ 9—7.5006—46 Assignment.
Neither this contract nor any interest 

therein nor claim thereunder shall be as­
signed or transferred by the contractor ex­
cept as expressly authorized in writing by 
the Contracting Officer.

§ 9-7.5006-47 Safety, health, and fire 
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 com­
ply with all health, safety, and fire protection 
regulations and requirements (including re­
porting 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 
the work; thereafter a start order fo r resump­
tion of work may be issued at the discretlo 
of the Contracting Officer. The contractor 
shall make no claim for an extension of time
or for compensation or damages by reason 
of or in connection with such work stoppage-1
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• Note A: The foregoing clause shall be 
included:

(a) In all contracts or subcontracts in­
volving construction, all contracts or subcon­
tracts involving use or possession of source, 
byproduct or special nuclear material or of 
production or utilization facilities which are 
exempt from AEC licensing requirements by 
AEC regulation or for which an exemption 
from AEC licensing has been granted by the 
General Manager or his designee (Ref: 10 
Cfr parts 30, 40, 50, and 70), and in all other 
contracts or subcontracts involving work to 
be performed at an AEC-owned or -controlled 
site (an AEC-controlled site is a site leased 
or otherwise made available to the Govern­
ment under terms which afford to the Com­
mission rights of access and control sub­
stantially equal to those which the Commis­
sion would possess if it were the holder of 
the fee as agent of and on behalf of the 
Government);

(b) In all contracts or subcontracts in­
volving the use of an AEC-owned particle 
accelerator.

Note B: The foregoing clause, with modi­
fications as to its applicability or coverage, 
may be used In special situations where 
deemed warranted by the contracting officer; 
In such instances the modification shall 
clearly delineate that work for which health 
and safety conditions are subject to licensing 
controls and that work for which health 
and safety conditions are subject to direction 
of the contracting officer under the contract.

Note C: If a deviation Is made in the 
article by the Manager of a Field Office, a 
copy of the modified clause should be for­
warded to the Director, Division of Opera­
tional Safety, HQ.

§ 9-7.5006—48 Permits.
Except as otherwise directed by the Con­

tracting Officer, the, contractor shall pro­
cure all necessary permits or licenses and 
abide by all applicable laws, regulations, and. 
ordinances of the United States and of the 
State, territory, and political subdivision in 
which the work under this contract Is 
performed.

§ 9-7.5006—49 Notice o f labor disputes.
Whenever an actual or potential labor dis­

pute Is delaying or threatens to delay the 
performance of the work, the contractor shall 
immediately notify the Contracting Officer 
lu writing. Such notice shall Include all rele­
vant Information concerning the dispute and 
its background.

§ 9-7.5006—50 Litigation and claims.
(a) Initiating of litigation. The contractor 

Etiy, with the prior written authorization 
of the Contracting Officer, and shall, upon 
the request of the Government initiate liti­
gation against third parties, including pro­
ceedings before administrative agencies, in 
connection with this contract. The contractor 
“hall proceed with such litigation in good 
faith and as directed from time to time by 
the Contracting Officer.

(b) Defense and settlement of claims. The 
contractor shall give the Contracting Officer 
immediate notice in writing ( 1) of any ac- 
J?11’ including any proceeding before an 
r~lnistrative aSency. filed against the con­
ductor arising out of the performance of

contract, and (2) of any claim against 
contractor, the cost and expense of 

“An *s ali°wab,le under the clause entitled 
costs.” Except as otherwise dl- 

J~ted by the Contracting Officer, in writing, 
+v contractor shall furnish immediately to 

Contracting Officer copies of all perti- 
resrLSa >̂ers recelved by the contractor with 

+ *° sucil nction or claim. To the 
nt 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 Con­
tracting Officer’s request an assignment 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 Contract­
ing Officer, shall authorize representatives 
of the Government to settle or defend any 
such action or 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 con­
tractor shall furnish all reasonable assistance 
in effecting a settlement or asserting a de­
fense. 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, how­
ever, That the Government shall not be 
liable for such expense to the extent that 
it would have been compensated for by in­
surance 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.

§ 9—7.5006—51 Required bonds and in­
surance— exclusive o f  Government 
property (cost-type contracts).

The contractor shall procure and main­
tain such bonds and insurance as are re­
quired by law or by the written direction of 
the Contracting Officer. The terms of any 
such bond or insurance policy shall be sub­
mitted to the Contracting Officer for ap­
proval upon request. In  view of the provi­
sions of the article entitled “Property,” the 
contractor shall not procure or maintain for 
its own protection any insurance covering 
loss or destruction of or damage to Govern­
ment-owned property.

§ 9—7.5006—52 P r io r it ie s ,  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 Services Administration in obtain­
ing controlled materials and other products 
and materials needed to fill this order.

§ 9—7.5006—53 Soviet-Bloc controls (un­
classified research contracts with edu­
cational institutions).

In  connection with the contract activities, 
the Contractor agrees to comply with the
requirements set forth In Attachment---------
of this contract relating to the countries 
listed therein. From time to time, by writ­
ten notice to the Contractor, the Commission 
shall have the right to change the listing
of countries in Attachm ent--------- upon a
determination by the Commission that such 
change Is In conformance with national pol­
icy. The Contractor shall have the right to 
terminate its performance under this con­
tract upon at least sixty (60) days’ prior 
written notice to the Commission if the Con­
tractor determines that it is unable, without 
substantially Interfering with Its policies as 
an educational institution or without ad­
versely affecting its performance, to continue 
performance of the work under this contract
as a result of a change in Attachment ---------
made by the Commission pursuant to the 
preceding sentence. I f  the Contractor elects 
to terminate performance, the provisions of 
this contract respecting termination for the 
convenience of the Government shall apply..

§ 9—7.5006—54 Controls in the national 
interest (unclassified research con­
tracts with educational institutions).

The Contractor agrees to comply with the 
requirements of the Commission specified in
Attachm ent_______»to this contract, and to
such other Commission requirements of the 
same general nature as the parties may agree 
to from time to time; these requirements 
relate to unclassified work, and they shall 
not be construed to limit or affect in any way 
the Contractor’s obligation to conform to all 
security regulations and requirements of the 
Commission pertaining to classified work.

§ 9-7.5006-55 Avoidance o f conflicts of 
interest (contracts with universities 
where AEC has major investments in 
facilities but does not own or lease the 
land ). r

The parties agree that the university has 
adopted policies and procedures, designed to 
avoid conflict-of-interest situations, which 
are in substantial conformance with the 
Joint Statement of the Council of American 
Association of University Professors and the 
American Council on Education of Decem­
ber 1964, entitled “On Preventing Conflicts 
of Interest in Government-Sponsored Re­
search at Universities,” which policies and 
procedures will be applied in connection with 
this contract.
§ 9-7.5006-56 Statement o f work (cost- 

type contracts).
N ote: (a ) While it is not feasible to set 

forth standard language which would fit 
every cost-type contract situation, language 
for this clause must be designed to describe 
clearly the work being undertaken; the con­
trols, as appropriate, to be exercised by AEC 
over the performance of that work; and the 
relationship contemplated between the 
parties.

(b ) This clause shall also include the 
following language with respect to subcon­
tracting performance of the work described 
pursuant to (a ) above. The contractor shall, 
when directed by the Commission, and may, 
but only when authorized by the Commis­
sion, enter into subcontracts for the 
performance of any part of the work under 
this article.

The foregoing language will satisfy the 
requirements of § 9—51.201(a), as well as any 
programmatic requirements which may not 
be anticipated or present when entering into 
the contract.

(c) In  operating-type contracts when the 
contractor is expected to perform no Davis- 
Bacon work with his own forces, the special 
clause in § 9-12.403-50 shall be included in 
this clause.

§ 9-7.5006-57 Limitation of price and 
contractor performance (multiyear 
contracts).

(a ) Funds are obligated for performance
of this contract in the amount of $--------- -
This obligated amount is not considered suf­
ficient for the contract performance required 
by and described herein for any year other 
than the first year. Upon availability of addi­
tional funds sufficient for performance of 
the full requirement for the next succeeding 
year, the Contracting Officer shall, not later 
than a date agreed to by the parties, so 
notify the contractor in writing and the 
amount bf funds obligated herein for con­
tract performance shall be increased accord­
ingly. This procedure shall apply for each 
successive year in which this contract Is to 
be performed.

(b ) The Government is not obligated to 
the contractor for contract performance in
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any monetary amount in excess of the 
amount obligated herein.

(c) The contractor shall not incur costs 
for the performance required for any year 
after the first year unless and until he has 
been notified in writing by the Contracting 
Officer of an increase in the obligated amount 
in accordance with paragraph (a ) of this 
clause. If so notified, the contractor’s per­
formance shall be increased only to the ex­
tent required for the additional year for 
which funds have been obligated.

(d ) In the event of termination pursuant 
to the clause entitled “Termination for con­
venience of the Government,” the terms 
“total contract price” and “work under the 
contract” as used in that clause refer to the 
amount obligated for performance of this 
contract as provided in this clause plus the 
applicable amount, if any, established as the 
cancellation ceiling, and to the work under 
the year for which funds have been obligated. 
In  the event of determination for de­
fault, the Government’s rights under this 
contract shall apply to the entire multi­
year requirements.

(e ) Notification to the contractor of an in­
crease or decrease in the funds obligated for 
performance of this contract as a result of 
a clause other than this clause shall not con­
stitute the notification contemplated by 
paragraph (a ) of this clause.

§ 9—7.5006—58 Cancellation (multiyear 
contracts).

(a ) As used herein, the term “cancella­
tion” means that the Government is cancel­
ing, pursuant to this clause, its requirements 
as set forth in this contract for all years 
subsequent to that in which notice of can­
cellation is provided. Such cancellation shall 
occur only, if by the date or within the time 
period specified in this contract, or such 
further time as may be agreed to, the Con­
tracting Officer (1) notifies the contractor 
that funds will not be available for contract 
performance for any subsequent year; or (2) 
fails to notify the contractor that funds have 
been made available for performance of the 
requirement for the succeeding year.

(b ) Except for cancellation pursuant to 
this clause or for termination pursuant to 
the clause entitled “Default,” any reduction 
by the Contracting Officer in the work called 
for under this contract shall be considered 
a termination in accordance with the clause 
entitled “Termination for convenience of the 
Government.” Cancellation pursuant to this 
clause shall not be construed a termination 
in accordance with the clause entitled 
“Termination for co n ven ien ce  of the 
Government.”

(c) In  the event of cancellation pursuant 
to this clause, the contractor shall not, as 
consideration therefor, be entitled to any 
cancellation charge (Note A ).

N ote A : In the event that cancellation 
charges are appropriate in a particular multi­
year award, the following should be substi­
tuted for paragraph (c) above:

(c) In the event of cancellation pur­
suant to this clause, the contractor shall 
be paid, as consideration therefor, a can­
cellation charge not to exceed the can­
cellation ceiling described and separately 
set forth in this contract as being appli­
cable at the time of, cancellation.

(d ) The cancellation charge is in­
tended to cover only expenses reasonably 
necessary for performance which would 
have been recovered over the multiyear 
period, but which, because of the can­
cellation, are therefore not so recovered. 
The cancellation charge shall be com­
puted and claim therefor made as would 
be applicable under the clause entitled 
“Termination for convenience of the 
Government,” except that the cancella­
tion charge shall not include any amount 
for:

(1) Labor, materials, or other expenses 
incurred for performance of the can­
celed work: Provided, That initial costs, 
preparatory expenses and other nonre­
curring costs reasonably and necessarily 
incurred by the contractor and its sub­
contractors, but exclusive of any costs 
allocable to the completed work paid or 
to be paid for, may be included in such 
charge;

(2) Which payment has already been 
made to the contractor; or

(3) Anticipated profit on the canceled 
items, or on the costs included in the 
cancellation charge.

§ 9—7.5006—59 Private use of contract 
information and data.

Except as specifically authorized • by this 
contract, or as otherwise approved by the 
Contracting Officer, information and other 
data developed or acquired by or furnished 
the contractor in the performance of this 
Contract, shall be used only in connection 
with the work under this contract.

§ 9—7.5006—60 Preservation o f individ­
ual occupational radiation exposure 
records.

Individual occupational radiation exposure 
records generated in the performance of work 
under this contract shall be subject to in­
spection by the Commission and shall be 
preserved by the contractor until disposal 
is authorized by the Commission, or at the 
option of the contractor delivered to the 
Commission upon completion or termination 
of the contract. If the contractor exercises 
the foregoing option, title to such records 
shall vest in the Commission upon delivery.

Note A: The foregoing clause shall be in­
cluded in all contracts containing AEC 
standard clause § 9-7.5006-47.

§ 9—7.5007 Suggested AEC clauses.
This section sets forth suggested 

clauses for use in AEC contracts. The 
clauses may be modified in the light of 
specific contracting situations.
§ 9-7.5007-1 [Reserved]
§ 9—7.5007—2 Key personnel.

It having been determined that the em­
ployees whose names appear (below) (in
Appendix______ _ or persons approved by the
Contracting Officer as persons of substan­
tially 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 Offi­
cer. Whenever, for any reason, one or more 
of the aforementioned employees is unavail­
able for assignment for work under the con­
tract, the contractor shall, with the ap­
proval of the Contracting Officer, replace 
such employee with an employee of sub- 
-etantially equal abilities and qualifications.

§ 9—7.5007—3 Other contracts.
The Government may undertake or award 

other contracts for additional work, and the 
contractor shall fully cooperate with such 
other contractors and Government employees 
and carefully fit his own work to such 
additional work as may be directed by the 
Contracting Officer. The contractor shall not 
commit or permit any act which will inter­
fere with the performance of work by any 
other contractor or by Government 
employees.

§ 9—7.5007—4 [Reserved]
§ 9—7.5007—5 Pi;ice redetermination.

The price or prices stated in this contract 
shall be subject to redetermination in accord­

ance with the provisions of this article In 
no event shall the total contract price, as 
revised hereunder, exceed $_____ _.■ »5

(a ) Time for redetermination9
( 1) Upon delivery of ______ percent of the

total number of articles specified to be fur­
nished7 under this Contracting Officer may 
direct in the event of any termination by the 
Government of work under this contract,8 
the Contractor shall submit to the Contract­
ing Officer the data specified in paragraph
(c) of this article. On the basis of such 
information, and of- any other relevant in­
formation which may be available to the 
Contracting Officer, the price or prices set 
forth in this contract shall be redetermined 
by agreement of the Contracting Officer and 
the Contractor. Any redetermined price or 
prices established under this subparagraph 
shall be effective as of the date of this con-, 
tract and shall apply to all articles covered 
by the contract, whether already delivered 
or yet to be delivered.

(2) Prior to expiration or termination of 
this contract, but not sooner than ninety 
(90) days after the effective date of any 
price redetermination under subparagraph 
( 1), either party to the contract may at its 
option by written notice addressed to the 
other require that the parties negotiate a 
further redetermination of such redetermined 
price or prices to become effective as of the 
date of the notice or some later date speci­
fied therein, and thereafter from time to 
time by similar notices may require that the 
parties again negotiate further price rede­
terminations to become effective as of dates 
not earlier than ninety (90) days after the 
effective date of the redetermined price or 
prices then in effect. The data specified in 
paragraph (c) shall accompany any notice 
by the Contractor under this subparagraph, 
and shall be submitted by the Contractor to 
the Contracting Officer within thirty (30) 
days after receipt of any notice hereunder 
from the Government. Any redetermined 
price or prices established under this sub- 
paragraph shall apply only to articles yet 
to be delivered.

(b ) Principles Governing Negotiation, Ad­
ditional General Limitations and Procedures

4 Whenever changes are made in the con­
tract pursuant to the changes article, the 
total contract price shall be adjusted, where 
necessary, in accordance with such changes.

6 I f redetermination downward only is to 
be provided for, the following sentence should 
be substituted for this sentence: “The total 
o f such redetermined prices as established 
pursuant to any redetermination shall in 
no event exceed the total contract price as 
set forth in this contract prior to redeter­
mination, less any part thereof applicable 
to any terminated portion of the work.”

* Where multiple redeterminations, upward 
or downward, are to be provided for, sub- 
paragraphs ( 1) and (2) should both be in­
cluded in paragraph ( a ) . Where a sing 
redetermination only, whether upward 
downward or downward only, is to be pro­
vided for, subparagraph (2) should be en­
tirely omitted. .

7 In lieu of “Upon delivery o f ---------percen
of the articles specified to be furnished,’ any 
one of the following substitutes may ® 
used: .

“Upon delivery of ______  units of t
articles to be furnished.” ,

“Upon performance of (a specified porti 
of the w ork ).” . _

“Upon delivery of articles represent e 
_______percent of the total contract ;

8 In  the event wholly retroactive redeter 
nation is to be provided for, the 
language should be revised to read:
___.___days after completion or termina
of this contract.”
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Relating to Redetermined Prices. Any rede­
termined price or prices under this article 
shall be fair and reasonable under' all the 
circumstances to the Contractor and to the 
Government. In the negotiation of such fair 
and reasonable redetermined price or prices, 
the Contracting Officer may take into ac­
count, as a factor in determining a reasonable 
profit allowance, any unwarranted delay on 
the part of the Contractor in submitting the 
data specified in paragraph (c) at a time re­
quired by this article. Any redetermined 
price or prices under this article shall not 
exceed any applicable ceiling price or prices 
established pursuant to applicable law and 
regulations. Any redetermined price or prices 
and the manner of making necessary adjust­
ments with respect to payments previously 
made by the Government shall be set forth 
in an amendment or amendments which 
shall be signed by the Contracting Officer 
and the Contractor. Where negotiation is re­
quired under this article, failure to agree 
upon any redetermined price or prices shall 
be deemed a dispute concerning a question 
of fact within the meaning of the article of 
this contract entitled “Disputes.” Any rede­
termination of prices under this article shall 
be without prejudice to the rights of the 
Government under any statute or order now 
in effect, or under any other article of this 
contract. In connection with any price rede­
termination hereunder, the Government may 
make such examination of the Contractor’s 
accounts, records and books as the Contract­
ing Officer may require and may make such 
audit thereof as the Contracting Officer may 
deem necessary.

(c) Data to be submitted by the Contrac­
tor. The data to be submitted by the Con­
tractor under this article, itemized in such 
detail as the Contracting Officer may pre­
scribe, shall consist of:

(1) A new estimate and breakdown of the 
unit cost and the proposed prices of the items 
remaining under this contract after the ef­
fective date of the price redetermination;

(2) An explanation of any differences be­
tween the last preceding estimate and the 
current estimate of costs;

(3) Such relevant shop and engineering 
data, cost records, overhead experience re­
ports, and accounting statements as may be 
of assistance in determining the accuracy 
and reliability of the current estimate of 
costs;

(4) A statement of experienced costs of 
production hereunder at the time or times of 
the negotiation of the revision of prices here­
under; and

(5) Any other relevant data usually fur­
nished in the case of negotiation of prices 
under a new contract.

® 9-7.5007-6 Established price article 
for standard off-the-shelf items (Es­
calation) .

This article should not be used unless 
? substantial portion of the contractor’s 
business is with purchasers other than 
tne Government. The articles can be 
«sea in open-end or indefinite quantity 
ontracts, but its use is not limited to 

such contracts.
Established Price Article for Standari 

Ofp-the-Shelf Items (Escalation)

*1.3 )  Contractor hereby warrants thai 
Prices stated herein at the effectiv« 

trn„+~ , reof 8X6 not in excess of the Con- 
liko n,r S ®P$>Ucatile established prices fo: 
con+r f̂int’lties of the supplies covered by this 

1116 Contractor shall notify th< 
su<»h ^ting Officer of each decrease in anj 

.?hed Prices and each applicabU 
ineiv a Price shall be decreased accord- 

sy. Any decrease in a unit price shal

become effective concurrently with the effec­
tive date of each applicable decrease in Con­
tractor’s established price and the contract 
shall be amended accordingly.

(to) The Contractor may at any time, or 
from time to time, during the performance 
of the contract request in writing an upward 
adjustment in any of the contract unit prices 
to be effective as from a date to be specified 
by the Contractor, subject to the following 
conditions:

(1) No unit price shall be increased in ac­
cordance with such request by a greater per­
centage than the applicable established price 
is increased.

(2) The aggregate of the increases in any 
unit price made under this paragraph shall 
not exceed 10 percent of the original appli­
cable contract unit price.

(3) No adjusted unit price shall be effec­
tive earlier than the effective date of any 
increase in the applicable established price.

(c ) In the event the requested adjustment 
in any contract unit price is acceptable to 
the Contracting Officer, he shall, not later 
than 20 days after the date of receipt by him  
of the request, so notify the Contractor and 
the contract shall be modified accordingly. 
I f  any such requested adjustment in a unit 
price is not acceptable to the Contracting 
Officer, he shall so notify the Contractor in 
writing within 20 days from the date of re­
ceipt by him of the Contractor’s said notice; 
and unless an agreement can be reached as 
to the amount of increase, the Government 
may cancel without liability to either party 
the Contractor’s right to proceed with per­
formance of the portion of the contract 
which is undelivered at the time of such 
cancellation.

(d ) I f  notice of cancellation is not sent to 
the Contractor within 30 days after receipt 
by the Contracting Officer of the Contractor’s 
request, supplies delivered subsequent to the 
date specified in such request, and prior to 
the effective date of any subsequent increase 
or decrease in Contractor’s applicable estab­
lished prices, shall be paid for at the applica­
ble increased unit prices so requested, pro­
vided such requested increases satisfy all of 
the conditions and do not exceed the limita­
tions of paragraph ( b ) .

(e) The Contractor also agrees to give the 
Government any and all discount benefits 
extended to any company, agency, organiza­
tion, or individual purchasing or handling 
like quantities of the supplies covered by 
this contract.

§ 9—7.5007—7 Established price article 
for semistandard items (Escalation).

This article pegs the price of a semi- 
standard item to the “nearest commercial 
equivalent” for which there is an estab­
lished price. The article should not be 
used if the Contractor does not custom­
arily deal in standard items and if the 
standard items or “nearest commercial 
equivalents” to which the contract unit 
prices are pegged are not items for which 
the Contractor has an active commercial 
market. As required by the provisions of 
paragraph (c) of the article, agreement 
mijst be reached as to the “nearest com­
mercial equivalent” for each contract 
item and its established price at the date 
of the contract must be set forth in that 
paragraph. This article should not be 
used unless a substantial portion of the 
Contractor’s business is with purchasers 
other than the Government, nor should it 
be used if the Contractor will accept some 
other more suitable article (for example, 
the articles suggested in §§ 9-7.5007-8 
and 9-7.5007(9).

Established Price Article for Semistandard 
Items (Escalation)

(a ) The Contractor warrants that the ma­
terials covered by this contract are materials 
which the Contractor customarily offers for 
sale commercially, modified in accordance 
with the specifications of this contract, and 
that any differences between the prices pro­
vided herein at the effective date hereof and 
its established or published prices for like 
quantities of the materials which are the 
nearest commercial equivalents of the ma­
terials covered by this contract (hereinafter 
referred to as “the established prices” ) are 
due to differences 'in  costs resulting from 
compliance with such specifications. If at any 
time during the performance of this contract 
any of the established prices are reduced, each 
applicable price set forth herein (which, as 
changed at any time or from time to time 
in accordance with the provisions of the 
article hereof entitled “Changes,” are here­
inafter referred to as “the contract prices”) 
shall be reduced by the same percentage that 
such established price is reduced. Upon such 
a reduction in any of the established prices, 
the Contractor shall advise the Contracting 
Officer of the reduction to be made in any 
of the contract prices and the effective date 
of the reduction in the applicable estab­
lished price. Any such reduced price shall be 
effective as to deliveries made on and after 
the effective date of the reduction in the ap­
plicable established price and the contract 
shall be modified accordingly.

(b ) I f  at any time during the performance 
of the contract any of the established prices 
are increased, the Contractor may request in 
writing the same percentage increase in the 
applicable contract price of the material to 
be delivered after a date not earlier than the 
date the request is mailed to the Contracting 
Officer, provided, that the Contractor may not 
request under this article a unit price for 
any item which will exceed by more than 10 
percent the original contract unit price. In  
the event the requested adjustment in any 
contract unit price is acceptable to the Con­
tracting Officer, he shall not later than 
twenty (20) days after the receipt of the re­
quest so notify the Contractor and the con­
tract shall be modified accordingly. If the 
requested upward adjustment in price is not 
acceptable to the Contracting Officer and he 
shall so indicate by withholding approval of 
it for a period of twenty (20) days from the 
date of delivery to him of the Contractor’s 
written request, and if within a succeeding 
10-day period the contractor shall not elect 
to continue deliveries at the prices in effect 
immediately prior to his request, then the 
contract shall be deemed to have been termi­
nated for the convenience of the Govern­
ment pursuant to the article hereof entitled 
“Terminations,” only with respect to the item 
or items for which the Contracting Officer has 
so withheld approval of the requested up­
ward adjustment.

(c) For the purposes of this section, it is 
agreed by the Contractor and the Govern­
ment that the nearest commercial equivalent 
of the material covered by this contract is
______________and that the established price
therefor, at the effective date hereof, is 
$----------

§ 9—7.5007—8 General price escalation 
article involving cost breakdowns.

This article can be used in fixed-price 
contracts for standard, semistandard, or 
nonstandard items. The provision in par­
agraph (b) of the article limiting ad­
justments to amounts equivalent to at 
least 3 percent of the then aggregate 
contract price should not be considered 
inflexible. In the case of a large con­
tract, the Contractor might insist on the
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use of a lower percentage figure. In the 
case of a small contract, It might be in 
the interest of the Government to use a 
higher percentage figure. There does not 
appear to be any objection to the use of 
a reasonable dollar amount in lieu of a 
percentage figure.
General Price Escalation Article Involving 

Cost Breakdowns

(a ) The Contractor represents and war­
rants that the prices set forth in this con­
tract do not include any contingency allow­
ance to cover the possibility of increased 
costs of performance resulting from increases 
in either (1) the Contractor’s rates of pay 
for labor employed by him; or (2) the prices 
which the Contractor is required to pay for 
material. The Contractor further represents 
and warrants that the net price or prices 
paid or to be paid by the Government under 
this contract do not and shall not exceed 
those paid by any other purchaser or con­
signee for like quantities of the same or 
similar supplies. The Contractor also agrees 
to give the Government any and all discount 
benefits extended by it to any other pur­
chaser or consignee purchasing or handling 
like quantities of the same or similar supplies 
covered by this contract.

(b ) In the event that, at any time during 
the performance of this contract, the Con­
tractor shall pay rates of pay for direct labor 
employed by him or prices for direct material 
in excess of or less than those current as of 
the date of this contract, provided that any 
such change would result in an increase or 
decrease of at least three percent (3% ) of 
the then aggregate contract price of the un­
completed units of the contract, then in 
either such event the unit prices set forth in 
this contract may be revised upward or down­
ward in accordance with the provisions of 
paragraph (c) hereof, with respect to the 
units completed subsequent to the effective 
date of any such increase or decrease by an 
amount equivalent to the increase or de­
crease in cost per uncompleted unit occa­
sioned by the increase or decrease in direct 
labor wage rates or in prices for direct 
material or in both.

(c) Not later than twenty (20) days after 
the effective date of any increase or decrease 
as referred to in paragraph (b ) hereof, the 
Contractor may notify the Contracting Offi­
cer of any such increase, and shall notify 
the Contracting Officer of any such decrease, 
and with such notification shall submit a 
supporting cost breakdown. Such cost break­
down will:

(1) Be prepared in accordance with recog­
nized commercial accounting principles.

(2) Indicate changes in estimated direct 
labor and direct material costs resulting from 
any increase or decrease as referred to in 
paragraph (b ) hereof.

(3) Be signed by a responsible official of 
the Contractor. Upon the basis of such noti­
fication and cost breakdown, and such other 
data as may be available to the Contracting 
Officer or as shall be furnished to him upon 
request to the Contractor, a price adjust­
ment to reflect the increase or decrease in 
costs as referred to in paragraph (b ) hereof 
Shall be determined by mutual agreement 
between the Contractor and the Contracting 
Officer, and shall be set forth in an amend­
ment to this contract. In the event that the 
Contractor fails to give notice of any decrease 
as required herein, a downward adjustment 
shall be later effected with respect to units 
completed subsequent to the effective date 
of any such decrease.

(d ) Price adjustments may be agreed 
upon, at any time and from time to time 
during the performance of this contract, in 
accordance with the provisions of this 
article. In no event, however, shall any price 
adjustments be made:

(1) For increased or decreased costs re­
sulting from an Increase or decrease as re­
lated to the original contract estimates, In 
number of hours of labor, in amounts of 
material purchased, or in overhead charges; 
or

(2) Which would increase or decrease the 
estimated dollar amount of profit per unit 
originally included in the contract price.

(e) The increase or accumulated increases 
in unit prices made under this article shall 
not exceed ten percent ( 10%) of the original 
contract unit price.

(f )  Pending a determination of any price 
adjustment under this article, the Con­
tractor shall continue deliveries hereunder. 
Failure of the parties to agree upon a price 
adjustment pursuant to the provisions of this 
article shall be deemed to be a dispute as 
to a question of fact within the meaning 
of the article of this contract entitled 
“Disputes.”

§ 9—7.5007—9 General price escalation
article (no cost breakdowns).

This article may be used in lieu of the 
article described in § 9-7.5007-8 in in­
stances where the Contractor is either 
unable or unwilling to furnish a cost 
breakdown. In such instances, prices 
should be otherwise adequately justi­
fied and the contract should normally 
be for less than $100,000.

General Price Escalation Article 
(No Cost Breakdowns)

(a) The Contractor represents and war­
rants that the prices set forth in this con­
tract do not include any contingency allow­
ance to cover the .possibility of increased 
costs of performance resulting from increases 
in either (1) the Contractor’s rates of pay 
for labor employed by him or (2) the prices 
which the Contractor is required to pay 
for material. The Contractor further rep­
resents and warrants that the net price or 
prices paid or to be paid by the Government 
under this contract do not and shall not 
exceed those paid by any other purchaser 
or consignee for like quantities of the same 
or similar supplies. The Contractor also 
agrees to give the Government any and all 
discount benefits extended by it to any other 
purchaser or consignee purchasing or han­
dling like quantities of the same or similar 
supplies covered by this contract.

(b ) In  the event that, at any time during 
the performance of this contract, the Con­
tractor shall pay rates of pay for direct labor 
employed by him or prices for direct mate­
rial in excess of or less than those current 
as of the date of this contract, provided that 
any such change would result in an increase 
or decrease of at least 3 percent of the then 
aggregate contract price of the uncompleted 
units of the contract, then in either such 
event the unit prices set forth in this contract 
may be revised upward or downward in ac­
cordance with the provisions of paragraph (c) 
hereof, with respect to units completed sub­
sequent to the effective date of any such 
Increase or decrease by an amount equivalent 
to the increase or decrease in cost per uncom­
pleted unit occasioned by the increase or 
decrease in direct labor wage rates or in prices 
for direct material or in both.

(c> Not later than twenty (20) days after 
the effective date of any increase or decrease 
as referred to in paragraph (b ) hereof, the 
Contractor may notify the Contracting Offi­
cer of any such increase, and shall notify 
the Contracting Officer of any such decrease, 
and with such notification shall submit evi­
dence of costs satisfactory to the Contracting 
Officer. Such evidence of costs (1) shall be 
prepared in accordance with recognized 
commercial accounting principles, and (2) 
shall be signed by a responsible official of 
the Contractor. Upon the basis of such noti­

fication and evidence of costs, and such other 
data as may be available to the Contracting 
Officer or as shall be furnished to hirn upon 
request to the Contractor, a price adjustment 
to reflect the increase or decrease in costs as 
referred to in paragraph (b ) hereof shall be 
determined by mutual agreement between 
the Contractor and the Contracting Officer, 
and shall be set forth in an amendment to 
this contract. In the event the Contractor 
fails to give notice of any decrease as re­
quired herein, a downward adjustment shall 
be later effected with respect to units com­
pleted subsequent to the effective date of 
any such decrease.

(d ) Price adjustments may be agreed upon, 
at any time and from time to time during 
the performance of this contract, in accord­
ance with the provisions of this clause. In 
no event, however, shall any price adjust­
ment be made for increased or decreased 
costs resulting from an increase or decrease 
as related to the original contract estimates, 
in number of hours of labor, in amounts of 
material purchased, or in overhead charges; 
or which would increase or decrease the esti­
mated dollar amount of profit per unit orig­
inally included in the contract price. The 
increase or accumulated increases in unit 
prices made under this article shall not ex­
ceed 10 percent of the original contract unit 
price.

(e) Pending a determination of any price 
adjustment under this article, the Contrac­
tor shall continue deliveries hereunder. Fail­
ure of the parties to agree upon a price ad­
justment pursuant to the provisions of this 
article shall be deemed to be a dispute as 
to a question of fact within the meaning 
of the article of this contract entitled “Dis­
putes.”

§ 9—7.5007—10 Escalation article for 
nonstandard steel items.

This article is intended for use in those, 
cases where the items being procured are 
nonstandard steel items made wholly or 
in major part of steel, and where the 
Contractor is a steel producer and ac­
tually manufactures the basic'steel items, 
referenced in paragraph (d) of article, 
from which the nonstandard item is 
fabricated.

E s c a l a t io n  A r t ic l e  f o r  Nonstandard 
' S t e e l  I t e m s

(a ) The Contractor represents that the 
prices set forth in this contract do not in­
clude any contingency allowance to cover 
the possibility of increased costs of perform­
ance resulting from Increases in either (1) 
the Contractor’s rates of pay for labor em­
ployed by it, or (2) the prices which the Con­
tractor charges its manufacturing shops for 
the steel required in the performance of 
this contract.

(b ) Each contract unit price shall be sub­
ject to revision, pursuant to the provisions 
of this article, to reflect changes in the costs 
of labor and steel. For the purpose of any 
such price revision, the proportion of the 
contract unit price attributable to costs of 
labor not otherwise included in the price 
o f the steel item identified in paragraph
(d ) below, shall b e ______percent, and the
proportion of the contract unit price attribu­
table to the cost of steel shall b e ---------Per*
cent.

(c) For the purposes of this clause, ®
term “Labor Index” shall mean the averaĝ  
straight time hourly earnings of the con­
tractor’s employees in the -----------------
(Note A) shop of the Contractor’s —--------""
plant for any particular month. (The wor 
“month” as used herein means “calendar 
month.”) Unless otherwise specified in * ® 
contract, the labor index shall be compute 
by dividing the total straight time payro
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of the Contractor’s employees in the par­
ticular shop identified above for any given 
month by the total numbfer of straight time 
hours worked by such employees in that 
month. Any revision in a contract unit price 
to reflect changes in the cost of labor shall 
be computed solely by reference to the 
“base labor index” which shall be the aver­
age of the labor indices for the 3 months
consisting of the month of ------------ ■------
....... .......  19___ (Note A ) the month

immediately preceding and the month im­
mediately following, and to the “current 
labor index” which shall be the average of 
the labor indices for the month in which 
delivery of supplies is required to be made 
in accordance with the terms of this con­
tract, and the month preceding.

(d) Any revision in a contract unit price 
to reflect changes in the cost of steel shall be 
computed solely by reference to the “base 
steel index,” which shall be the Contractor’s 
established or published price to the public,
including all applicable extras of $---------
(Note B) per ______________ unit f o r -----------
.......  (Note B) (description of steel item)
on __________ — 19__, and the “current
steel index” which shall be the Contrac­
tor’s established or published price to the 
public of said item, including all applicable
extras in effect______________(Note B ) days
prior to the first day of the month in which 
delivery of supplies is required to be made 
in accordance with the terms of the contract.

(e) Each contract unit price shall be re­
vised for each month in which, by the terms 
of this contract, delivery of supplies is re­
quired to be made, and such revised contract 
unit price (s) shall apply to the deliveries of 
those quantities of supplies required to be 
made in that month regardless of when 
actual delivery be made of said quantities 
of supplies. Each revised contract unit price 
for any month shall be computeu by adding 
together the following three amounts:

(1) The amount (representing the ad­
justed cost of labor) obtained by multiplying
------- percent of the contract unit price by
a fraction, the numerator of which shall be 
the current labor index and the denominator 
of which shall be the base labor index,

(2) The amount (representing the ad­
justed cost of steel) obtained by multiplying

percent of the contract unit price by a 
fraction, the numerator of which shall be 
the current steel index and the denominator 
of which shall be the base steel index, and

(3) The amount equal t o ______ percent of
the original contract unit price (represent­
ing that portion of such unit price which 
relates neither to the cost of labor nor to 
the cost of steel and which is therefore not 
subject to revision): Provided, however, That 
any revised contract unit price made pur­
suant to the provisions of this article shall 
in no event exceed 110 percent of the original 
contract unit price. All computations shall 
be made to the nearest one-hundredth of 1 
cent.

(f) Pending revisions of the contract unit 
of!?e(s) ’ any to be made pursuant to this 
article, the Contractor shall be paid the 
® ;ract unit price(s) for deliveries made, 

within thirty (30) days after the final 
uvery of supplies, or within such further 

period of time as may be authorized by the' 
contracting Officer, the Contractor shall fur- 
offl i sta êment or statements signed by the 
tn Su suPervising accounting with respect 
tho ls conbract setting forth and certifying 

C?rrectness °*  ( 1) the average straight 
® nourly earnings of the Contractor’s em-

traJt6S in ------------------- shop of the Con-
tionc°r are relevant to the computa-
“c °* the “base labor index” and the 
t o r * *  labor lndex” and (2) the Contrac- 
DuhH ̂ tablished or published prices to the 
Ilk« deluding all applicable extras, for 

quantities o f --------- which are relevant

to the computation of the “base steel index” 
and the "current steel index.” Upon request 
of the Contracting Officer or his duly au­
thorized representative the Contractor shall 
make available its records used in the com­
putation of the labor indices. After the re­
ceipt of such certificate by the Contracting 
Officer, the revised contract unit price(s) 
shall be computed in accordance with the 
provisions of this article and this contract 
shall be amended accordingly.

(g ) In the event of any total or partial 
termination of any item of this contract for 
the convenience of the Government, the 
month in which notice of such termination 
is received by the Contractor, if prior to the 
month in which delivery is required by this 
contract, shall be considered the month in 
which delivery of such terminated or par­
tially terminated item is required for the 
purpose of determining the current labor 
and materials indices under paragraph (c) 
and (d ) hereof; provided, however, that as 
to the quantity of such item which is not 
terminated for convenience, the month in 
which delivery is required by this contract 
shall continue to apply for determining said 
indices. In the case of termination of any 
item for default on the part of the Con­
tractor, any price revision shall be limited 
to the quantity of each item which has been 
delivered by the contractor and accepted by 
the Government prior to receipt by the Con­
tractor of notice of termination for default.

(h ) As used in this article, the phrase 
“the month in which the delivery of supplies 
is required to be made in accordance with 
the terms of this contract” shall mean any 
month in which under the terms of this 
contract a specific quantity of units of the 
supplies called for by this contract is re­
quired to be delivered: Provided, however, 
That in case the failure of the Contractor to 
make delivery of such quantity shall have 
arisen out of causes beyond the control and 
without the fault or negligence of the Con­
tractor, the quantity not delivered shall be 
required to be delivered as promptly as pos­
sible after the cessation of the cause of such 
failure, and the delivery schedule set forth 
in this contract shall be amended accord­
ingly. Such causes of failure include, but are 
not restricted to, acts of God or of the public 
enemy, acts of the Government, fires, floods, 
epidemics, quarantine restrictions, strikes, 
freight embargoes, unusually severe weather, 
and defaults of subcontractors due to any 
of such causes Tinless the Contracting Officer 
shall determine that the supplies or services 
to be furnished by the subcontractor were 
obtainable from other sources in sufficient 
time to permit the Contractor to meet the 
required delivery schedule.

(i) Failure to agree upon any determina­
tion to be made under this article shall be a 
dispute concerning a question of fact within 
the meaning of the article of this contract' 
entitled “disputes.”

Note A: In the first blank in paragraph
(c )  , there would be inserted the actual 
shop in which the basic steel item, identified 
in paragraph ( d ) , would be finally fabri­
cated or processed into the actual contract 
item. In  the third blank of paragraph (c ), 
there would be inserted the month in which 
the Contractor submitted its quotation.

Note B: In the third blank in paragraph
(d )  , there would be inserted the actual 
standard steel mill item used by the Con­
tractor in the manufacture of the contract 
item. The price which is to be inserted in the 
first blank in paragraph (d ) is the actual 
price of such item, including the base price 
of the material and all applicable extras in 
effect on the date of quotation. In the fifth 
blank in paragraph (d ) , there would be in­
serted the number of days which represents 
the contractor’s best estimate of the period of 
time required for processing said standard

steel mill item in the shop identified in 
paragraph (c ).

§ 9-7.5007-11 Price escalation article 
for standard steel items.

This article for the procurement of 
standard steel items from manufacturers 
is applicable to both advertised and 
negotiated procurement.
Price Escalation Article for Standard 

Steel Items

(a ) The Contractor hereby warrants that 
the unit prices stated herein on the date set 
for opening of bids (or the contract date if 
this is a negotiated contract rather than one 
entered into by means of formal advertising) 
are not in excess of the Contractor’s appli­
cable established prices for like quantities 
of the supplies covered by this contract. The 
Contractor shall notify the Contracting Offi­
cer of each decrease in any of such estab­
lished prices and each applicable contract 
unit price shall be decreased accordingly. 
Any decrease in a unit price shall become 
effective concurrently with the effective date 
of each applicable decrease in Contractor’s 
established price and the contract shall be 
amended accordingly.

(b ) The Contractor may at any time, or 
from time to time, after the date set for 
opening of bids (or the contract date if this is 
a negotiated contract rather than one 
entered into by means of formal advertising) 
and dining the performance of the contract 
request in writing an upward adjustment 
in any of the contract unit prices to be effec­
tive as from a date to be specified by 
the Contractor, subject to the following 
conditions:

(1) No unit price as adjusted shall exceed 
the Contractor’s applicable established price.

(2) The aggregate of the increases in any 
unit price made under this paragraph shall 
not exceed 10 percent ( 10%) of the original 
applicable contract unit price.

(3) No adjusted unit price shall be effec­
tive earlier than the effective date of any 
increase in the applicable established price 
and no increase shall be granted unless the 
Contractor’s applicable established price has 
increased subsequent to the date set for 
opening of bids (or the contract date if 
this is a negotiated contract rather than 
one entered into by means of formal 
advertising).

(c) In  the event the requested adjustment 
in any contract unit price is acceptable to the 
Contracting Officer, he shall not later than 
twenty (20) days after the date of receipt 
by him of the request so notify the Con­
tractor and the contract shall be modified 
accordingly. If any such requested adjust­
ment in a unit price is not acceptable to the 
Contracting Officer, he shall so notify the 
Contractor in writing within twenty (20) 
days from the date of receipt by him of the 
Contractor’s said notice; and unless an agree­
ment can be reached as to the amount of 
increase, the. Government may cancel with­
out liability to either party the contractor’s 
right to proceed with performance of the 
portion of the contract which is undelivered 
at the time of such cancellation, except that 
the Contractor may make delivery of all or 
any of the supplies which a duly authorized 
officer of the company shall certify where 
completed or in the process of manufacture 
at the time of receipt of notice of such can­
cellation, and the Government shall pay 
for all supplies so delivered at the applicable 
unit price contained in the Contractor’s said 
request and the contract shall be modified 
accordingly: Provided, That such certifica­
tion is made within 10 days after receipt of 
notice of such cancellation and such re­
quested increase satisfies all of the condi­
tions and does not exceed the limitations of
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paragraph (b ).  Supplies shall be deemed to 
be in the process of manufacture when the 
steel therefor is in any state of processing 
after the beginning of the furnace melt.

(d ) During the period to such cancella­
tion, the Contractor shall continue deliveries 
according to the terms of the contract and 
shall be paid therefor at the applicable in­
creased unit prices so requested: Provided, 
Such requested increases satisfy all of the 
conditions and do not exceed the limitations 
of paragraph ( b ) .

(e) I f  notice of cancellation is not sent to 
the Contractor within thirty (30) days after 
receipt by the Contracting Officer of the Con­
tractor’s request, supplies delivered subse­
quent to the date specified in such request, 
and prior to the effective date of any subse­
quent increase or decrease in Contractor’s 
applicable established prices, shall be paid 
for at the applicable increased unit prices so 
requested, provided such requested increases 
satisfy all of the conditions and do not ex­
ceed the limitations of paragraph (b ) .

Note: By the deletion of the last sentence 
of paragraph (c) above, this clause is made 
suitable for use in contracts covering stand­
ard aluminum items.

§ 9—7.5007—12 Price escalation article 
for standard steel items (Nonpro­
ducer) .

This article is intended for use in con­
tracts with suppliers (who are not the 
manufacturers) of standard steel items, 
and ties adjustments in the contract 
prices to fluctuations in the manufac­
turer’s prices to the contractor for those 
items.
Price Escalation Article for Standard 

Steel Items (Nonproducer)
(a ) The parties agree that if, subsequent 

to the date set for opening of bids (or the 
contract date if this is a negotiated contract 
rather than one entered into by nieans of 
formal advertising), the manufacturer of the 
supplies covered by this contract reduces his 
price to the Contractor for such supplies, 
the unit price to be paid hereunder to the 
Contractor shall be reduced for those sup­
plies delivered by the Contractor after the 
effective date of the reduction in the manu­
facturer’s price. In each such instance, the 
applicable contract unit price shall be re­
duced by the same amount that the manu­
facturer’s price to the Contractor is reduced. 
The Contractor will notify the Contracting 
Officer of such reductions and the contract 
will be modified accordingly.

(b ) The Contractor may at any time, or 
from time to time, after the date set for 
opening of bids (or the contract date if this 
is a negotiated contract rather than one 
entered into by means of formal advertising), 
request in writing an upward adjustment in 
any of the contract unit prices, subject to 
the following conditions:

(1) No unit price shall be increased in 
accordance with such request unless the 
manufacturer of the supplies to be delivered 
under this contract increases his price to 
the Contractor for such supplies and no in­
crease shall be granted unless the manufac­
turer’s applicable price has increased subse­
quent to the date set for opening of bids (or 
the contract date if this is a negotiated con­
tract rather than one entered into by means 
of formal advertising).

(2) No unit price shall be increased in 
accordance with such request except as to 
those supplies delivered pursuant to the

terms of this contract and for which the 
Contractor is required to pay to the manu­
facturer an increased price.

(3) No unit price shall be increased by an 
amount greater than the amount the manu­
facturer’s price to the Contractor is increased.

(4) The aggregate-of the increases in any 
unit price made under this section shall not 
exceed 10 percent of the original applicable 
contract unit price.

(c) In the event the requested adjustment 
in any contract unit price is acceptable to 
the Contracting Officer, he shall not later 
than twenty (20) days after the date of 
receipt by him of the request so notify the 
Contractor, and the contract shall be modi­
fied accordingly. I f  any such requested ad­
justment in a unit price is not acceptable 
to the Contracting Officer, he shall so notify 
the Contractor in writing within twenty (20) 
days from the date of receipt by him of the 
Contractor’s said notice; and unless an agree­
ment can be reached as to amount of in­
crease, the Government may cancel without 
liability to either party the Contractor’s right 
to proceed with performance of the portion 
of the contract which is undelivered at the 
time of such cancellation.

(d ) During the period prior to such can­
cellation, the Contractor shall continue de­
liveries according to the terms of the contract 
and shall be paid therefor at the applicable 
increased unit price so requested: Provided, 
•Such requested increase satisfies all of the 
conditions and does not exceed the limita­
tions of paragraph ( b ) .

(e) I f  notice of cancellation is not sent 
to the Contractor within thirty (30) days 
after receipt by the Contracting Officer of 
the Contractor’s request, supplies delivered 
subsequent to the date specified in such re­
quest, and prior to the effective date of any 
subsequent increase or decrease in Contrac­
tor’s applicable price, shall be paid for at the 
applicable increased unit price so requested, 
provided such requested increase satisfies all 
of the conditions and does not exceed the 
limitations of paragraph ( b ) .

( f )  Upon the written request of the Con­
tracting Officer, the Contractor shall furnish 
to the Contracting Officer the manufacturer’s 
prices (to the Contractor) for the supplies 
covered by this contract that were in effect 
on the date set for the opening of the bids 
(or the contract date if this is a negotiated 
contract rather than one entered into by 
means of formal advertising).

§ 9—7.5007—13 Price escalation article 
for standard aluminum items.

The article for standard steel Items,
§ 9-7.5007-11, can be made suitable for 
use in contracts covering standard alumi­
num items by deleting the last sentence 
of paragraph (c) of the article.
§ 9—7.5007—14 [Reserved]
§ 9—7.5007—15 Termination article for 

cost-plus-a-fixed-fee architect - engi­
neer contracts.

See § 9-8.751.
§ 9—7.5007—16 Termination article for 

lump-sum architect-engineer con­
tracts.

See § 9-8.752.
§ 9—7.5007—17 Termination article for 

operating contracts.
See § 9-8.753.

PART 9-8— TERMINATION OF 
CONTRACTS

Sec.
9-8.000 Scope and applicability of part.

Subpart 9—8.2— General Principles Applicable to 
the Termination for Convenience and Settle­
ment of Fixed-Price Type and Cost-Reimburse­
ment Type Contracts

9-8.201
9-8.208-4

9-8.208-8

9-8.211-1
9-8.211-2
9-8.212-1

General.
Authorization for subcontract 

settlements without approval 
or ratification.

Assignment of rights under sub­
contracts.

Settlement review boards.
Required review and approval.
Partial payments upon termina­

tion.

Subpart 9—8.3— Additional Principles Applicable 
to the Settlement of Fixed-Price Type Contracts 
Terminated for Convenience

9—8.307—1 Submission of settlement pro­
posals.

9-8.307—2 Bases for settlement proposals.

Subpart 9— 8.4— Additional Principles Applicable 
to the Settlement of Cost-Reimbursement Type 
Contracts Terminated for Convenience

9-8.404—1 Submission of settlement pro­
posal.

Subpart 9—8.5— Disposition of Termination 
Inventory

9-8.501-2

9-8.503-1

9-8.504-1 
9—8.504r-2 
9-8.505

9-8.507

9-8.507-1
9-8.507-5
9-8.507-50
9-8.507-51
9-8.508
9-8.512

General restrictions on contrac­
tor’s authority.

Submission of inventory sched­
ules.

General.
Scrap warranty.
Screening of serviceable and 

usable property.
Sale or other disposition of ter­

mination inventory.
General.
Applicability of antitrust laws.
Sales without competition.
Extension of credit.
Donations.
Review of property disposal.

Subpart 9 -8 .7 — Clauses
9-8.700-2 Applicability.
9-8.750 [Reserved]
9-8.751 Termination article for cost-

plus-a-fixed-fee architect-en­
gineer contracts.

9-8.752 Termination article for lump­
sum architect-engineer con­
tracts.

9-8.753 Termination article for operat­
ing contracts.

Authority: The provisions of this Part 9-8 
issued under sec. 161 of the Atomic Energy 
Act of 1954, as amended, 68 Stat. 948, 42 
U.S.C. 2201; sec. 205 of the Federal Property 
and Administrative Services Act of 1949, a® 
amended, 63 Stat. 390, 40 U.S.C. 486.

§ 9—8.000 Scope and applicability oí 
part.

(a ) This part implements and supple­
ments the policies, procedures, and other 
requirements of FPR Part 1-8.

(b) The provisions of FPR Part 1-® 
and this part may be utilized when au­
thorized by Managers of Field Offices 
or, in the case of Headquarters contracts,
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by the appropriate Division Director, in 
accordance with FPR 1-8.000(d) in the 
situations enumerated in FPR 1-8.000 (d)
(1) and (2).

(c) The policies and requirements of 
FPR Part 1-8 and this part shall be ap­
plied to the termination and settlement 
of subcontracts by cost-type contractors.
Subpart 9-8.2— General Principles 

Applicable to the Termination for 
Convenience and Settlement of 
Fixed-Price Type and Cost-Reim­
bursement Type Contracts

§ 9-8.201 General.
(a) Subject to the requirements of 

paragraph (b) of this section, the con­
tracting officer may terminate a contract 
for the convenience of the Government 
and enter into a settlement agreement 
in accordance with FPR 1-8.2. Claims 
arising out of a partial termination of a 
contract should be processed and set­
tled in the same manner as claims aris­
ing out of a complete termination.

(b) The General Manager shall be 
notified prior to taking any action to 
terminate (1) contracts for the opera­
tion of Government-owned facilities,
(2) any prime contract or subcontract 
in excess of $10 million, and (3) any 
contract the termination of which is 
likely to provoke unusual interest.
§ 9-8.208—4 Authorization for subcon­

tract settlements without approval or 
ratification.

The power to authorize a contractor 
to conclude settlements of his terminated 
subcontracts without approval or ratifi­
cation of the contracting officer when 
the amount of settlement is more than 
$10,000, but not more than $25,000, shall 
be exercised by contracting officers only 
with the approval of the Managers of 
Field Offices or, in the case of Head­
quarters contracts, the appropriate Divi­
sion Director.

_§ 9-8.208—8 Assignment of rights under 
subcontracts.

The contracting officer’s determina­
tion under FPR 1-8.208-8 (b) that it is 
m the best interest of the Government 
to settle and pay direct a subcontractor’s 
termination claim is subject to the ap­
proval of the Manager of the Field Office 
or, in the case of Headquarters contracts, 
uie appropriate Division Director.
§ 9-8.211-1 Settlement review boards.

FPR l-8.211-2(b) will not apply to 
P „opfosed settlements under AEC con- 
n2n!S' The review of all proposed settle- 
ppS , circumstances specified in 
J b? 1- 8-211-2(a> will be by Field Office 
tijtq oment review boards established by
Managers of Field Offices.
§ 9-8.211-2

proval.
Required review and ap-

or ri .l̂ roP®®ed settlement agreem
traf>tn̂ irmina^ons *n excess of i 

ual authority of Managers of I
fflees will be transmitted to the Di 

. ’ ivision of Contracts, for re 
and approval.

(b) Contracting officers shall not con­
clude proposed settlements or determi­
nations until the approvals required by 
FPR 1-8.211 and this section have been 
obtained.
§ 9—8.212—1 Partial payments upon ter­

mination.
Protection of the Government’s inter­

est in partial payments, by means other 
than those specified in FPR 1-8.212-1
(d ) , shall be subject to approval of the 
Manager of the Field Office or, in the 
case of Headquarters contracts, the ap­
propriate Division Director.

Subpari 9—8.3— Additional Principles 
Applicable to the Settlement of 
Fixed-Price Type Contracts Termi­
nated for Convenience

§ 9—8.307—1 Submission of settlement 
proposals.

Contracting officers shall encourage 
contractors to use the suggested forms 
set forth in FPR 1-8.802, 1-8.803,
and 1-8.804 in the submission of settle­
ment proposals, inventory schedules, ac­
counting information, and applications 
for partial payments. The form entitled 
“Schedule of Accounting Information” 
(FPR 1-8.804-1) need be filed only once 
with respect to any termination. When 
the standard forms are not appropriate 
for a particular contract, Managers of 
Field Offices, or, in the case of Headquar­
ters contracts, the appropriate Division 
Director may authorize modifications 
thereof. However, the certificate shall 
be substantially as set forth in the form.
§ 9—8.307—2 Bases for settlement pro­

posals.
Termination claims shall not be sub­

mitted on any basis other than the in­
ventory or total cost basis without the 
prior approval of the Managers of Field 
Offices or, in the case of Headquarters 
contracts, the appropriate Division 
Director.

Subpart 9—8.4— Additional Principles 
Applicable to the Settlement of 
Cost-Reimbursement Type Con­
tracts Terminated for Convenience

§ 9—8.404—1 Submission of settlement 
proposal.

Contracting officers should encourage 
contractors to submit settlement pro­
posals in the form set forth in FPR  
1-8.802-4. When necessary, Managers of 
Field Offices or, in the case of Head­
quarters contracts, the appropriate Divi­
sion Director, may authorize modifica­
tion of this form. However, the certificate 
shall be substantially as set forth in the 
form.

Subpart 9—8.5— Disposition of Termi­
nation Inventory

§ 9—8.501—2 General restrictions on con­
tractor’s authority.

Contracting officers may authorize 
contractors to sell termination inventory 
to AEC and other employees of the Fed­
eral Government and employees of AEC 
contractors on the same basis afforded

the general public, provided the em­
ployees warrant in writing that they have 
not:

(a) Participated in the determination 
to dispose of the property;

(b) Participated in preparation of the 
property for sale;

(c) Participated in determining the 
method of sale; or

(d) Acquired information not other­
wise available to the general public re­
garding usage, conditions, quality, or 
value of the property. The required war­
ranty signed by the employee concerned 
shall be obtained prior to making award.
§ 9—8.503—1 Submission o f inventory 

schedules.

Contracting officers should encourage 
contractors to submit inventory sched­
ules in the forms set forth in FPR  
1-8.803. When necessary, Managers of 
Field Offices or, in the case of Head­
quarters contracts, the appropriate 
Division Director, may authorize modi­
fication of these forms. However, the 
certificate shall be substantially as set 
forth in the forms.
§ 9—8.504—1 General.

Scrap determinations shall be reviewed 
in accordance with § 9-8.512(a ).
§ 9—8.504—2 Scrap warranty.

Release from liability under scrap 
warranties shall be reviewed in accord­
ance with § 9-8.512 (b ) .
§ 9—8.505 Screening of serviceable and 

usable property.

(a) When the contracting officer de­
termines that application of AEC circu­
larization requirements would result in 
an appreciable increase in disposal costs 
involving retention of personnel after the 
contract has-been terminated, rental of 
storage space, or other factors, arrange­
ments should be made locally with GSA  
to screen inventory schedules on an ac­
celerated basis.

(b) Priority in the acquisition of 
serviceable or usable property included in 
contractor’s inventory shall be as 
follows:

(1) The AEC office administering the 
contract,

(2 ) Other activities of the AEC,
(3) Other agencies of the Govern­

ment.
§ 9—8.507 Sale or other disposition of 

termination inventory.
§ 9-8.507-1 General.

(a ) Any property which is included in 
the contractor’s inventory schedules, 
which has not been acquired by the Gov­
ernment under § 9-8.505 or donated 
under § 9-8.508, may be acquired by the 
contractor or sold by the contractor to a 
third party, at any time after notifica­
tion by the contracting officer that 
screening has been accomplished or will 
not be required. Generally, any such ac­
quisition by the contractor or sale to a 
third party shall be on a competitive 
basis. Any acquisition or sale shall be in 
accordance with applicable laws and 
regulations. Any such acquisition or sale
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shall be subject to the approval of the 
contracting officer, as part of or prior to 
the final settlement.
§ 9—8.507—5 Applicability of antitrust 

laws.
Managers of Field Offices and Head­

quarters officials having the contracting 
responsibility shall furnish two copies of 
the notification referred to in FPR 1- 
8.507-5 to the Office of the General 
Counsel and one copy to the Director, 
Division of Contracts.
§ 9—8.507—50 Sales without competition.

(a ) Sales or acquisitions by the con­
tractor without competitive bids may be 
authorized by the contracting officer only 
in exceptional or unusual cases. Subject 
to the terms of the contract, such sales 
or acquisitions without competitive bids 
may be negotiated at prices that are fair 
and reasonable and not less than the 
proceeds that could reasonably be ex­
pected to be obtained if the property 
were offered for competitive sale at that 
time.

(b) Any sales made under paragraph
(a) of this section shall be reviewed to 
the extent required by § 9-8.512.
§ 9—8.507—51 Extension of credit.

Contractors shall not be required to 
extend credit to purchasers, and any 
sales made by contractors on credit shall 
be at their own risk.
§ 9—8.508 Donations.

It is AEC policy to utilize the estab­
lished donation procedure in the disposal 
of termination inventory.
§ 9—8.512 Review of property disposal.

The following property disposal ac­
tions shall be reviewed by AEC employees 
designated to act as property disposal 
reviewing authorities:

(a ) Determinations that termination 
inventory is scrap or salvage (the nature 
of the review of such determinations 
shall depend upon the acquisition cost 
and location of the property involved 
and such other considerations as the 
contracting officer determines to be 
pertinent) ;

(b) Release from liability under a 
scrap warranty, if the original acquisi­
tion cost of the material is $10,000 or 
more;

(c) Sales;
(d) Proposals to destroy, abandon, or 

donate to a public body; and
(e) Such other actions as the con­

tracting officer deems appropriate.

Subpart 9—8.7— Clauses
§ 9—8.700—2 Applicability.

The standard clauses set forth in FPR  
1-8.701 through 1-8.710 are applicable 
as prescribed in FPR 1-8.700-2, subject 
to the following:

(a) The clause set forth in FPR  
1-8.702 is not required to be used in 
operating contracts. However, all operat­
ing contracts, regardless of whether they 
are for production or research and de­
velopment, should contain an appropri­
ate termination clause approved by 
counsel.

RULES AND REGULATIONS
(b) Architect-engineer c o n t r a c t s  

should also contain an appropriate ter­
mination clause approved by counsel.

(c) Cost principles referenced in the 
various termination articles shall be in 
accordance with Part 9-15.
§ 9—8.750 [Reserved]
§ 9—8.751 Termination article for cost- 

plus-a-fixed-fee architect-engineer 
contracts.

The following article is suggested for 
use in cost-plus-a-fixed-fee architect- 
engineer contracts:

Termination— (a) Notice of termination 
for default or convenience. The Contracting 
Officer may at any time terminate perform­
ance of the work under this contract in 
whole or from time to time in part for the 
default of the contractor or for the con­
venience of the Government by written 
notice to the contractor stating the ground 
for termination. Such termination shall be 
effective in the manner and upon the date 
.specified in said notice and shall be without 
prejudice to any claims which the Govern­
ment may have against the contractor. Upon 
receipt of such notice and except as other­
wise directed by the Contracting Officer, the 
contractor shall:

(1) Stop work under the contract on the 
date and to the extent specified in the notice 
of termination;

(2) Place no further orders or subcon­
tracts for materials, services, or facilities, 
except as may be necessary for completion 
of such portion of the work under the con­
tract as is not terminated; and

(3) Terminate all orders and subcontracts 
to the extent they relate to the performance 
of work terminated by the notice of 
termination.

(b ) Termination for default. (1) If the 
contractor refuses or fails to prosecute the 
work, or any separable part thereof, with 
such diligence as will insure its completion 
within the time specified in this contract, 
or any extension thereof, or fails to complete 
said work within such time, or if the con­
tractor fails to perform any of the other 
provisions of this contract, the Contracting 
Officer may terminate for default the con­
tractor’s right to proceed with the work or 
such part of the work as to which there has 
been delay: Provided, That the performance 
of the work shall not be terminated for de­
fault because of any delays in the completion 
of work due to unforeseeable causes beyond 
the control and without the fault or negli­
gence of the contractor, including, but not 
restricted to, acts of God, or the public 
enemy, acts of the Government in either its 
sovereign or contractual capacity, acts of 
another contractor in the performance of a 
contract with the Government, fires, floods, 
epidemics, quarantine restrictions, strikes, 
freight embargoes, and unusually severe 
weather or delays of subcontractors or sup­
pliers arising from unforeseeable causes be­
yond the control and without the fault or 
negligence of both the contractor and sub­
contractors or suppliers, and if the contractor 
within ten ( 10) days from the beginning of 
any such delay (unless the Contracting Offi­
cer grants a further period of time prior to 
the date of final settlement of the contract) 
notifies the Contracting Officer in writing of 
the causes of delay. The Contracting Officer 
shall ascertain the facts and the extent of 
the delay and extend the time for completing 
the work when in his judgment the findings 
of fact justify such an extension, and his 
findings of fact thereon shall be final and 
conclusive on the parties hereto, subject only 
to appeal by the contractor to the Commis­
sion in accordance with Article______ hereof
entitled “Disputes.”

(2) If, after notice of termination of this 
contract for default under (1) above, it is 
determined for any reason that the contrac­
tor was not in default pursuant to (1), or 
that the contractor’s failure to .perform or 
to make progress in performance is due to 
causes beyond the control and without the 
fault or negligence of the contractor pursu­
ant to the provisions of this clause relating 
to excusable delays, the notice of termination 
shall be deemed to have been issued for 
the convenience of the Government under 
this clause,'and the rights and obligations 
of the parties hereto shall in such event be 
governed accordingly.

(c) Liability for costs on default. If per­
formance of the work under this contract is 
terminated for the default of the contractor, 
the Government may complete or employ any 
other person or persons to complete the work, 
and the contractor shall be liable to the Gov­
ernment for increased costs occasioned the 
Government by the default.

(d ) Terms of settlement. Upon the termi­
nation of performance of work under this 
contract, full and complete settlement of all 
claims of the contractor with respect to the 
terminated work shall be made as follows:

(1) Assumption of contractor’s obliga­
tions. The Government shall have the right 
in its discretion to assume ali obligations, 
commitments, and claims that the contractor 
may have theretofore in good faith under­
taken 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 men­
tioned in this article, execute and deliver all 
such papers and take all such steps as the 
Contracting Officer may require for the pur­
pose of fully vesting in the Government all 
the rights and benefits of the contractor, 
related to such obligations, commitments, 
and claims.

(2) Payment for allowable costs. The Gov­
ernment shall treat as allowable costs all 
expenditures made in accordance with Arti­
cle ______ hereof entitled “Allowance costs
and fixed fee” not previously so allowed or 
otherwise credited.

(3) Payment for termination expense. If 
performance of work under the contract is 
terminated for the convenience of the Gov­
ernment, the Government shall reimburse 
the contractor for such further expenditures 
made after the date of termination for the 
protection of Government property and for 
such legal and accounting services in connec­
tion with settlement as are required or ap­
proved by the Contracting Officer.

(4) Payments on account of fixed fee. If 
performance of work under the contract is 
terminated for the convenience of the Gov­
ernment, the contractor shall be paid that 
portion of the fixed fee which the work 
actually completed so determined by the 
Contracting Officer, bears to the entire work 
under this contract less payments previously 
made on account of the fee. If performance 
of the work under the contract is terminated 
for the default of the contractor, no further 
payment on account of the fixed fee shall 
accrue.

(5) Computation of amount due. In arriv­
ing at the amount, if any, due the contractor 
under this clause, there shall be deducted 
from what would otherwise be due (i) 
unliquidated advances and all other un­
liquidated payments on account theretofore 
made to the contractor, (ii) any claims of the 
Government against the contractor in con­
nection with this contract, and (iü) 
deductions due under the terms of this 
contract and not otherwise recovered by or 
credited to the Government.

(6) Disposition of advances. Upon termi­
nation of the work under this contract, any 
advance under this contract shall be handle
as required by Article______ _ “Payments an
Advances.”
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(7) Property accounting and release. The 
contractor shall furnish the accounting for 
Government-owned property required by the 
clause entitled "Property” and the assign­
ment, closing financial statement, and release 
required by the clause entitled “Payments 
and Advances.”

(e) Rights and remedies of the Govern­
ment. The rights and remedies of the Govern­
ment provided in this clause are in addition 
to any other rights and remedies provided 
by law or under this contract.

Note: Paragraph (d )(7 ) as set forth above 
should be used in contracts where funds are 
advanced by the AEC. For contracts where 
funds are not advanced, delete the require­
ments for a closing financial statement and 
change the article reference from “Payments 
and Advances” to “Payments” and omit 
paragraph (d) (6) as set forth above.

§ 9-8.752 Termination article for lump­
sum architect-engineer contracts.

The following article is suggested for 
use in lump-sum architect-engineer 
contracts:

Termination-^^) Notice of termination 
for default or convenience. The Contracting 
Officer may at any time terminate perform­
ance of the work under this contract in whole 
or from time to time in part for the de­
fault of the contractor or for the convenience 
of the Government by written notice to the 
contractor stating the ground for termina­
tion. Such termination shall be effective in 
the manner and upon the date specified in 
said notice and shall be without prejudice to 
any claims which the Government may have 
against the contractor. Upon receipt of such 
notice and except as otherwise directed by 
the contracting officer, the contractor shall:

(1) Stop work under the contract on the 
date and to the extent specified in the notice 
of termination.

(2) Place no further orders or subcontracts 
for materials, services or facilities, except as 
may be necessary for completion of such 
portion of the work under the contract as is 
not terminated; and

(3) Terminate all orders and subcontracts 
to the extent they relate to the performance 
of work terminated by the notice of ter­
mination.

(b) Termination for default. (1) If the 
contractor refuses or fails to prosecute the 
work, or any separable part thereof, with 
such diligence as will insure its completion 
within the time specified in this contract, 
or any extension thereof, or fails to com­
plete said work within such time, or if the 
contractor fails to perform any of the other 
provisions of this contract, the Contracting 
Officer may terminate for default the con­
tractor’s right to proceed with the work or 
such part of the work as to which there 
has been delay: Provided, That the perform­
ance of the work shall not be terminated for 
default because of any delays in the comple­
tion of work due to unforeseeable causes 
beyond the control and without the fault 
or negligence of the contractor, including, 
but not restricted to, acts of God, or of the 
public enemy, acts of the Government in 
either its soverign or contractual capacity, 
acts of another contractor in the perform­
ance of a contract with the Government, 
Jtres, floods, epidemics, quarantine restric­
tions, strikes, freight embargoes, and 
unusually severe weather, or delays of sub­
contractors or suppliers arising from unfore­
seeable causes beyond the control and with- 
fn + ';5l€ fault or negligence of both the 

praetor and subcontractors or suppliers, 
d if the contractor within ten ( 10) days 

..orn the beginning of any such delay (unless 
e extracting Officer grants a further 

rJ?i of time prior to the date of final 
t r ° *  the contract) notifies the Oon- 

cting Officer in writing of the causes of

delay. The Contracting Officer shall ascer­
tain the facts and the extent of delay and 
extend the time for completing the work 
when in his judgment the findings of fact 
justify such an extension, and his findings 
of fact thereon shall be final and conclusive 
on the parties hereto, subject only to appeal 
by the contractor to the Commission in ac­
cordance with A rtic le______ hereof entitled
‘Disputes.’

(2) If, after notice of termination of this 
contract for default under. ( 1) above, it is 
determined for any reason that the con­
tractor was not in default pursuant to ( 1), 
or that the contractor’s failure to perform 
or to make progress in performance is due 
to causes beyond the control and without 
the fault or negligence of the contractor 
pursuant to the provisions of this clause 
relating to excusable delays, the notice of 
termination shall be deemed to have been 
issued for the convenience of the Govern­
ment under this clause, and the rights and 
obligations of the parties hereto shall in 
such event be governed accordingly.

(c) Liability for excess costs on default. 
If performance of the work under the con­
tract is terminated for the default of the 
contractor, the Government may complete or 
employ any other person or persons to com­
plete the work, and the contractor shall be 
liable to the Government for any excess cost 
occasioned the Government thereby.

(d ) Termination and settlement for the 
convenience of the Government. I f perform­
ance of work is terminated for the conven­
ience of the Government, an equitable down­
ward adjustment in the contract price re­
sulting in a revised price that compensates 
the contractor fairly under all the circum­
stances for work performed under the con­
tract (except sevices and materials, the cost 
of which are, and shall continue to be, reim­
bursable under the article of this contract 
entitled “Payment”) shall be established in 
accordance with the agreement of the parties. 
Failure to agree on such equitable adjust­
ment and revised price under this clause 
shall be deemed to be a dispute within the
meaning of Article _ « ------hereof entitled
“Disputes.” The contractor shall make sim­
ilar provisions covering termination for con­
venience with respect to all subcontracts and 
purchase orders.

(e) Other remedies. The rights and rem­
edies of the Government provided in this 
article shall not be exclusive and are in 
addition to any other rights and remedies 
provided by law or under this contract.

§ 9—8.753 Termination article for op­
erating contracts.

The following article is suggested for 
use in operating contracts:

(a ) This contract shall continue until
____ __________ unless sooner terminated in
accordance with the provisions which follow:

(1) The performance, of work under this 
contract may be terminated by the Commis­
sion 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 Commission 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 for the convenience of the 
Government, the extent to which perform­
ance of work under the contract shall be 
terminated, and the date upon which such 
termination 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 termi­
nation under the provisions of paragraph 
( a ) ( l ) ( i )  above, it is determined for any 
reason that the contractor was not in de­
fault, such notice of default shall be deemed 
to, have been Issued pursuant to paragraph
(a ) ( 1 ) (ii) above, and the rights and obliga­
tions of the parties hereto shall in such 
event be governed accordingly.

(2) Upon receipt of notice of termination, 
in accordance with paragraph ( 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, supplies, and serv­
ices in connection therewith, and shall pro­
ceed, if, and to the extent required by the 
Commission, to cancel promptly, and settle 
with the approval of the Commission, exist­
ing orders, subcontracts, and commitments 
insofar as such orders, subcontracts, and 
commitments pertain to this contract.

(b ) Upon the termination of this contract, 
full and complete settlement of all claims of 
the contractor and of the Commission aris­
ing 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 under­
taken or incurred, the cost of which are al­
lowable in accordance with the provisions of 
this contract; and the contractor shall, as a 
condition of receiving the payments men­
tioned 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 ttovernment any rights 
and benefits the contractor may have under 
or in connection with such obligations, com­
mitments, or claims.

(2) The Government shall treat as allow­
able costs all expenditures made in accord­
ance with and allowable under the article 
entitled “Allowable Costs and Fixed Fee,” not 
previously so allowed or otherwise credited 
for work performed prior to the effective date 
of termination, together with expenditures as 
may be incurred for a reasonable time there­
after with the approval of, or as directed by, 
the Contracting Officer.

(3) The Government shall treat as allow­
able 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 commit­
ments as provided in paragraph ( a ) ( 2) above.

(4) The Government shall treat as allow­
able costs the reasonable costs of settlement, 
including accounting, legal, clerical, and 
other expenses reasonably necessary for the 
preparation of settlement claims and sup­
porting data with respect to the termination 
of the contract and for the termination and 
settlement of orders and subcontracts there­
under, together with such further expendi­
tures made by the contractor after the date 
of termination for the protection or dispo­
sition of Government property as are ap­
proved or required by the Commission: Pro­
vided, 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 tills 
contract is terminated in whole by the Gov­
ernment, the fixed fee of the contractor shall 
be prorated to and including 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 effec­
tive date of such termination.

The additional fixed fee is to be negotiated 
as soon as practicable after servioe of notice 
of termination, shall take into account the
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estimate of the cost of the services and 
managerial effort to be rendered under this 
article after the effective date of termination, 
and shall be provided for in a supplement or 
amendment to this contract prior to final 
settlement 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 con­
tractor. In the event of a partial termination 
by the Government, an equitable adjustment 
shall be made in the fixed fee if such termi­
nation 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 the article 
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 con­
tract 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 contrac­
tor shall furnish a release as required in the 
article entitled “Payments and Advances” 
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-owned property in accordance 
with the article entitled "Accounts, Records 
and Inspection” hereof shall be accepted by 
the Commission as full compliance with all 
requirements of this contract pertaining to 
an accounting for such property.

PART 9-9— PATENTS AND 
COPYRIGHTS

Subpart 9—9.50— Patents, Inventions, Technical 
Data

Sec.
9-9.5000

9-9.5001
9-9.5002

9-9.5003
9-9.5004
9-9.5005
9-9.5005-1

9-9.5006

9-9.5007
9-9.5008

9-9.5008-1
9—9.5008—2

9-9.5008-3

9-9.5008-4

9-9.5008-5

9-9.5008-6

9-9.5008-7
9-9.5009

9-9.5010

9-9.5011
9-9.5012
9-9.5013
9-9.5014

9-9.5015

Patents, inventions, technical 
data and copyrights.

Purpose and scope of subpart.
Rights in inventions, technical 

data, and copyrights under 
contracts.

Type A patent provisions.
Type B patent provisions.
Type C patent provisions.
Administrative allocation of 

patent rights.
Right to file United States and 

foreign patent applications.
[Reserved]
Background patent rights and 

background technical data.
Introduction and definitions.
Contracts in which “background 

patents” provisions are deemed 
appropriate.

The need for the “background 
patents” rights.

The scope of the “background 
patents” rights.

The consideration for “back­
ground patents” rights.

Types of suggested background 
patents provisions.

Background technical .data.
Patent indemnifidation of Gov­

ernment by contractor.
Contractor held harmless by 

Government.
Reporting of royalties.
Classified contracts.
Foreign patent rights.
Procedure in administration of 

patent provisions.
Acquisition of patent rights.

Sec.
9—9.5016 Claims for patent infringement.
9—9.5017 Claims under the Atomic Energy

Acts of 1946 and 1954. 
9-9.5018 Definitions.
9-9.5019 Rights in inventions and techni­

cal data in AE C - supported 
contractor independent re­
search and development 
projects.

Subpart 9—9.51— Copyrights
9—9.5100 Copyrights.
9—9.5101 Purpose and scope of subpart.
9-9.5102 AEC use of copyrighted material.
9-9.5103 Rights in copyrightable material

under contracts.
9-9.5104 Copyright indemnification of

Government.
9-9.5105 Government authorization and

consent.
9-9.5106 Copyrights in motion pictures.

Authority : The provisions of this Part 
9-9 issued under sec. 161 of the Atomic En­
ergy Act of 1954, as amended, 68 Stat. 948, 
42 U.S.C. 2201; sec. 205 of the Federal Prop­
erty and Administrative Services Act of 1949, 
as amended, 63 Stat. 390, 40 U.S.C. 486.

Subparf 9—9.50— Patents, Inventions, 
Technical Data

§ 9—9.5000 Patents, inventions, techni­
cal data, and copyrights.

§ 9—9.5001 Purpose and scope of sub­
part.

(a) This subpart sets forth the poli­
cies and practices of the AEC in connec­
tion with patents and related matters 
based on the Atomic Energy Act of 1954, 
as amended, and the Presidential State­
ment on Government patent policy of 
October 10,1963, and prescribes contract 
articles for the purpose of protecting the 
Government’s interest by securing to the 
Government (1) patent rights in re­
search and development contracts, 
operating and service contracts, archi­
tect-engineer contracts, special contracts 
and subcontracts and purchase orders 
thereunder, and (2) protection against 
patent risks in architect-engineer, con­
struction, and supply contracts and 
purchase orders.

(b) The provisions of this subpart 
shall be followed in authorizing (1) the 
use of patent provisions in cost-type con­
tractor procurement, and (2) deviations 
from the flowdown requirements of pat­
ent provisions in AEC and cost-type con­
tractor contracts. The provisions of 
§§ 9-9.5008-7 and 9-9.5011 also shall be 
applied to cost-type contractor procure­
ment. The allocation of greater patent 
rights under § 9-9.5005-1, the determi­
nations of need for background patent 
rights under § 9-9.5008-3, and the use of 
the hold-harmless article in § 9-9.5010 
shall be made by Managers of Field 
Offices.
§ 9—9.5002 Rights in inventions, techni­

cal data, and copyrights under 
contracts.

(a ) The current practice of the AEC as 
to provisions relating to inventions or 
discoveries, technical data and copyrights 
to be inserted in contracts, subcontracts, 
purchase orders, and other arrange­
ments entered into with or for the benefit

of the Commission is determined pri­
marily by:

(1) The character of the work to be 
performed under the contract; such as 
research or development; routine devel­
opment; construction; supply; quantity 
production; and

(2) The industrial and patent posi­
tion of the contractor in the field of work 
of the contract.
Where provisions relating to inventions 
are appropriate, a provision concerning 
waiver of claims for pecuniary awards or 
just compensation under the Atomic En­
ergy Act of 1954, as amended, shall be 
included. A  similar provision shall be in­
cluded in employee agreements. No pro­
vision pertaining to inventions need be 
used where ordinary commercial mate­
rials or equipment are to be furnished 
“off the shelf” or in ordinary construc­
tion contracts not involving special build­
ings or equipment. In such instances, 
however, an indemnity provision as set 
forth in § 9-9.5009 in favor of the Gov­
ernment shall be obtained.

(b) Any question as to modification, 
interpretation, or application of the ap­
propriate patent, inventions, technical 
data and copyright provisions shall be 
referred to the local AEC counsel for ac­
tion in collaboration with the local Patent 
Group, or where no local Patent Group 
exists, with the Assistant General Coun­
sel for Patents.
§ 9—9.5003 Type A patent provisions.

The following patent article shall be 
used where the principal purpose of the 
contract is:

(a ) To conduct research or develop­
ment work in the field of atomic energy 
at AEC expense; or

(b) For the operation of a Govern­
ment-owned atomic energy research or 
production facility; or

(c) To conduct research or develop­
ment for AEC where a major part of the 
equipment employed in the research and 
development is furnished at Govern­
ment expense.

T ype A Patent Provisions

(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 fur­
nish the Commission with complete infer- 
matlon thereon; and the Commission shall 
have the sole power to determine whether or 
not and where a patent application shall be 
filed, and to determine the disposition of the 
title to and rights in and to any invention 
or discovery and any patent application or 
patent that may result. The Judgment of the 
Commission on these matters shall be ac­
cepted as final; and the Contractor, for itself 
and for its employees, agrees that the in­
ventor or inventors will execute all docu­
ments 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 Act of 1954, as amended, 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 i® 
writing by the Commission, the contractor

FEDERAL REGISTER, VOL. 34, NO. 186— SATURDAY, SEPTEMBER 27, 1969



RULES AND REGULATIONS 15169

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) Except as otherwise authorized in 
writing by the Commission, the contractor 
will insert in all subcontracts provisions 
making this article applicable to the sub­
contractor and its employees.1

(e) It is recognized that during the course 
of the work under this contract, the con­
tractor or its employees may from time to 
time desire to publish, within the limits of 
security requirements, information regard­
ing scientific or technical developments 
made or conceived in the course of or under 
this contract. In order that public dis­
closure of such information will not adversely 
affect the patent interests of the Commission 
or the contractor, patent approval for release 
and publication shall be secured from the 
Commission prior to any such release or 
publication.1

(f) With respect to any U.S. Patent Ap­
plication filed by the Contractor on any con­
tract invention or discovery made or 
conceived in the course of the contract, the 
Contractor will incorporate in the first para­
graph of the U.S. Patent Application the 
following statement:

“The invention described herein was made 
In the course of, or under, a contract (If 
desired, may substitute contract with iden­
tifying number) with the U.S. Atomic En­
ergy Commission.”

§ 9—9.5004 Type B patent provisions.
The following patent article shall be 

used where the criteria set forth in 
§ 9-9.5003 are inapplicable and where:

(a) A principal purpose of the contract 
is to create, develop or improve products, 
processes, or methods which are intended 
for commercial use (or which are other­
wise intended to be made available for 
use) by the general public at home or 
abroad, or which will be required for 
such use by governmental regulations; or

(b) A principal purpose of the contract 
is for exploration into fields which di­
rectly concern the public health or public 
welfare; or

(c) The contract is in a field of science 
or technology in which there has been 
uttle significant experience outside of 
work funded by the Government, or 
where the Government has been the prin­
cipal developer of the field, and the ac­
quisition of exclusive rights at the time 
of contracting might confer on the con­
tractor a preferred or dominant position; 
or

id) The services of the contractor are:
vl) For the operation of a Govern­

ment-owned, nonatomic energy research 
or Production facility; or

(2) For coordinating and directing the 
work of others.

Type B Patent Provisions

is m J^k^cver any invention or discovery 
if ade OT conceived by the contractor or 
contfL10yees in course of or under this 

act, the contractor shall promptly fur-

for ° r Publication and indemnity clause! 
W +USe in research and development con- 
5 (Lie with educational institutions, sef 
si**- i °02~8, N ic ie s  B—III and B -V III, foi 
*o°Îo _resear°h support agreements; and se< 
tvnl16'50?2" 9, Articles B—6 and B-7, for cost- 
lype contracts.

nish the Commission with complete informa­
tion thereon; and the Commission shall have 
the sole power to determine whether or not 
and where a patent application shall be filed, 
and to determine the disposition of the title 
to and the rights in and to any invention 
or discovery and any patent application or 
patent that may result: Provided, however, 
That the contractor, in any event, shall retain 
at least a non-exclusive, irrevocable, royalty- 
free license under said invention, discovery, 
patent application, or patent. Subject to the 
license retained by the contractor, as pro­
vided in this paragraph, the judgment of the 
Commission on these matters shall be ac­
cepted as final; and the contractor, for itself 
and for its employees, agrees that the in­
ventor or inventors will execute all docu­
ments and do all things necessary or proper 
to carry out the judgment of the Commis­
sion.

(b ) No claim for pecuniary award or com­
pensation under the provisions of the Atomic 
Energy Act of 1954, as amended, shall be as­
serted 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 writ­
ing by the Commission, the contractor 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 ) Except as otherwise authorized in 
writing by the Commission, the contractor 
will insert in all subcontracts provisions 
making this article applicable to the Sub­
contractor and its employees.

(e) It is recognised that during the course 
of the work under this contract, the con­
tractor or its employees may from time to 
time desire to publish within the limits of 
security requirements, information regard­
ing scientific or technical developments 
made or conceived in the course of or under 
this contract. In order that public disclo­
sure of such information will not adversely 
affect the patent interests of the Commission 
or the contractor, patent approval for release 
and publication shall be secured from the 
Commission prior to any such release or 
publication.

(f )  With respect to any U.S. Patent Ap­
plication filed by the Contractor on any 
contract invention or discovery made or 
conceived in the course of the contract, the 
Contractor will incorporate in the first para­
graph of the U.S. Patent Application the 
following statement:

“The invention described herein was made 
in the course of, or under, a contract (if 
desired, may substitute contract with identi­
fying number) with the U.S. Atomic Energy 
Commission.”

§ 9—9.5005 Type C patent provisions.
The following patent article shall be 

used where the criteria set forth in 
§§ 9-9.5003 and 9-9.5004 are inapplicable 
and where:

(a) The principal purpose of the con­
tract is to build upon existing knowledge 
or technology to develop information, 
products, processes, or methods for Use 
by the Government, and the work called 
for by the contract is (1) in a field of 
technology other than atomic energy 
in which the contractor has acquired 
technical competence (demonstrated by 
factors such as know-how, experience, 
and patent position>, and (2) directly 
related to a area in which the contractor- 
has an established nongovernmental 
commercial position; or

(to) The work to toe performed or the 
material or equipment to toe furnished 
by the contractor is of such character 
that any inventions or discoveries that 
may be made will probably: (1) Relate 
only incidentally (and not directly) to 
some phase of atomic energy, (2) relate 
to a field of work in which the contractor 
has an established industrial and patent 
position, and (3) result from routine 
development or production work by the 
contractor.

T ype C Patent Provisions

(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 fur­
nish the Commission with complete informa­
tion thereon; and the Commission shall have 
the sole power to determine whether or not 
and where a patent application shall be filed, 
and to determine the disposition of the title 
to and rights in and to any invention or dis­
covery and any patent application or patent 
that may result; provided, however, that the 
contractor in any event shall retain at least 
a sole (except as against the Government or 
its account), irrevocable, royalty-free license 
with the sole right to grant sublicenses, 
under said invention, discovery, patent 
application or patent, such license and sub- 
licensing rights being limited to the manu­
facture, use and sale for purposes other than 
use in the production or utilization of special 
nuclear material or atomic energy. Subject 
to the license retained by the contractor, as 
provided in this paragraph, 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 docu­
ments 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 Act of 1954, as amended, 
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 contractor 
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 ) Except as otherwise authorized in 
writing by the Commission, the contractor 
will insert in all subcontracts provisions 
making this article applicable to the sub­
contractor and its employees.

(e ) It is recognized that during the course 
of the work under this contract, the contrac­
tor or its employees may from time to time 
desire to publish, within the limits of secu­
rity 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 interests of the Commission or 
the contractor, patent approval for release 
and publication shall be secured from the 
Commission prior to any such release or 
publication.

( f )  W ith respect to each invention or dis­
covery in which the contractor is granted 
the principal or any exclusive rights under 
clause ( a ) , the contractor agrees to provide 
written reports at reasonable intervals when 
requested by AEC as to:

~( 1 ) The commercial use that is being made 
or is intended to be made of such invention 
or discovery; and
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(2) The steps taken by the contractor to 

bring the invention to a point of practical 
application or to make the invention or dis­
covery available for licensing.

(g ) With respect to each invention or dis­
covery in which the contractor is granted the 
principal or any exclusive rights under 
clause (a ), the contractor agrees to and 
does hereby grant the Commission:

(1) The right to require the granting of 
nonexclusive, royalty-free licenses to appli­
cants on any such invention or discovery 
unless the contractor, its transferees, or as­
signees demonstrate to the Commission, on 
request, that the contractor, its transferees, 
or assignees have taken effective steps within 
three (8) years after a patent issues on such 
invention or discovery to bring the invention 
or discovery to a point of practical applica­
tion, or have granted licenses thereon free 
or on reasonable terms, or can show cause 
why he, his transferees, or assignees should 
retain the principal or exclusive rights for 
a further period of time, and

(2) The right to grant licenses royalty- 
free or on reasonable terms to the extent 
that the invention or discovery is required 
for public use by governmental regulation, 
or as may be necessary to fulfill health needs, 
or for other public purposes stipulated in this 
contract.

(h ) With respect to any U.S. Patent Ap­
plication filed by the Contractor on any con­
tract invention or discovery made or con­
ceived in the course of the contract, the 
Contractor will incorporate in the first para­
graph of the U.S. Patent Application the 
following statement:

“The invention described herein was made 
in the course of, or under, a contract (if de­
sired, may substitute contract with identify­
ing number) with the U.S. Atomic Energy 
Commission.”

§ 9—9.5005—1 Administrative allocation 
of patent rights.

(a ) The AEC may administratively ac­
cord a contractor or inventor rights un­
der § 9-9.5003 and greater rights than the 
minimum rights specified in § 9-9.5004 
or § 9-9.5005 in an invention or discovery 
made or conceived in the course of or un­
der a contract after the invention or dis­
covery has been identified and reported, 
provided (1) the AEC determines that the 
allocation of greater rights is consistent 
with the criteria set forth in said sections 
or (2) the accord of greater rights is a 
necessary incentive to call forth private 
risk capital and expense to bring the in­
vention to the point of practical applica­
tion or where the equities warrant such 
action.

(b) The according of greater rights 
shall be subject to:

(1) The contractor or inventor agree­
ing to furnish AEC with a written report, 
upon request, setting forth (i) the com­
mercial use that is being made or is in­
tended to be made of said invention or 
discovery, and (ii) the steps taken to 
bring the invention or discovery to a 
point of practical application, or to make 
the invention or discovery available for 
licensing (irrespective of any report un­
der § 9-9.5005(f)).

(2) The contractor or inventor agree­
ing that unless effective steps have been 
taken to bring the invention to a point 
of practical application within three (3) 
years after the issuance of a U.S. patent 
therefor or unless the contractor has 
granted licenses on reasonable • terms 
within three (3) years after the issuance

of a U.S. patent therefor, the AEC may 
grant licenses royalty-free to applicants 
on the patents issued thereon unless the 
contractor, the inventor, or a transferee 
or assignee, if any, can show cause why 
the said greater rights should be con­
tinued for a further period.

(3) The retention by the Government 
of the right to grant licenses royalty- 
free or on reasonable terms to the extent 
that the invention or discovery is re­
quired for public use by governmental 
regulation, or as may be necessary to 
fulfill health needs, or for other public 
purposes stipulated in the contract.

(4) The retention by the Government 
in all cases of at least an irrevo­
cable, nonexclusive, royalty-free license 
throughout the world for governmental 
purposes.
§ 9—9.5006 Right to file U.S. and for­

eign patent applications.
(a ) In instances where a contractor 

desires assurance as to the right to file
U.S. patent applications, the following 
provision (as well as such formal changes 
in the provisions following the inserted 
provisions as may be necessary) may be 
inserted after the word “result” in para­
graph (a) of Patent Article under §§ 9-9. 
5003, 9-9.5004, and 9-9.5005.

Provided, however, That if the Commission 
determines not to file, the contractor may 
file any U.S. patent application subject to 
Commission security requirements and 
regulations.

(b) If  the contract work is to be per­
formed at contractor’s own facilities (not 
Government or Commission owned or 
Government or Commission contractor 
operated facilities, or not at contractor’s 
facilities where a major part of the 
equipment employed in the research and 
development is Government or Commis­
sion furnished) and the contractor, when 
reporting an invention desires to under­
take U.S. and foreign filings so as to ac­
quire irrevocable, nonexclusive license 
for all purposes in any U.S. patent re­
sulting therefrom and the title and rights 
in any resulting foreign patents, sub­
ject to the terms and conditions herein­
after provided, the following provisions 
may be inserted after the word “result” 
in paragraph (a) of Patent Article un­
der §§ 9-9.5003, 9-9.5004, and 9-9.5005.

Provided, however, That if the contractor, 
when furnishing the complete information as 
to any invention or discovery advises the 
Commission that the contractor will file at 
its own expense, subject to security require­
ments and regulations, a U.S. patent appli­
cation within six ( 6) months of reporting, 
and designated foreign patent applications 
on such invention or discovery, subject to 
security requirements and regulations, the 
contractor shall retain:

(1) A nonexclusive, irrevocable, paid-up li­
cense for all purposes in any such U.S. pat­
ent application filed by the contractor and 
any U.S. patent issued thereon, and

(2) The title and rights in any such for­
eign patent applications or foreign patents 
secured by the contractor, subject to:

(i)  A  nonexclusive, irrevocable, paid-up li­
cense to the, U.S. Government for U.S. gov­
ernmental purposes and with the right of 
the U.S. Government to grant licenses to 
foreign governments for purposes of govern­

mental use by such foreign governments pur­
suant to a treaty or agreement with the U.S. 
Government or an agency thereof.

(ii) Granting, upon request, nonexclusive 
royalty-free licenses to U.S. citizens, and to 
U.S. corporations when 75 percent or more 
of the voting interest is owned by U.S. citi­
zens, for use in the production or utilization 
of special nuclear material or atomic energy; 
and agreeing to grant to foreign users and 
purchasers of the product of such a U.S. 
licensee a license, to use or sell such product 
to an assignee of the business or plant or as 
surplus, at a reasonable, nondiscriminatory 
royalty ordinarily to be at no greater royalty 
than contractor has charged its other foreign 
licensees.

(iii) The right of the contractor to grant 
such other licenses in accordance with ap­
plicable statutes and regulations.

(a ) Provided, That if the contractor grants 
any licenses other than as provided in (ii) 
above, the same shall be for reasonable roy­
alties or compensation, and

(b ) Provided, further, That if, after 3 years 
of the issuance of a particular foreign pat­
ent, contractor, its assignee or its licensees 
cannot demonstrate, upon Commission re­
quest, the practical application of the sub­
ject matter covered by such foreign patent, 
the contractor or its assignee shall, at the 
Commission’s request, grant licenses on any 
such foreign patent to others at reasonable 
royalties.

(3) I f  the contractor does not desire to 
prosecute ̂ Ehe U.S. patent application or any 
foreign application or maintain any foreign 
patent, the contractor, prior to abandon­
ment, shall afford the Commisison an oppor­
tunity to take over prosecution of any such 
patent application or maintain any patent.

§ 9—9.5007 [Reserved]
§ 9—9.5008 Background patent rights 

and background technical data.
§ 9—9.5008—1 Introduction and defini­

tions.
(a ) The Foreground Invention Rights 

Provisions of AEC contracts, subcon­
tracts, and other arrangements entered 
into with or for the benefit of the Com­
mission (hereafter “contracts”) are not 
intended to give AEC any rights to prac­
tice inventions covered by “background 
patents” of the contractor or subcon­
tractor (hereafter “contractor”).

(b) For the purpose of this subpart 
“background patents” means:

(1) Inventions or discoveries actually 
reduced to practice before the effective 
date of the contract, which the con­
tractor owns or may license without in­
curring liability to others other than to 
pay royalties.

(2) Inventions or discoveries actually 
reduced to practice or acquired during 
the contract period but not in the course 
of or under the contract, which the con­
tractor owns or may license without in­
curring liability to others other than to 
pay royalties.

(3) Inventions or discoveries on which 
substantial work has been performed 
prior to the effective date of the contract 
although not actually reduced to prac­
tice, provided any such invention or dis­
covery is, at the time of execution of the 
contract, the subject of a patent-applica­
tion filed by or a patent issued to th® 
contractor and is specifically identified 
as a background patent by agreement 
of the parties of the contract. As used
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In this paragraph, the performance of 
“substantial work” does not necessarily 
require that, in cases where a working 
model would ordinarily be constructed, 
such a working model of the invention 
be constructed prior to the effective date 
of the contract. TO the extent that the 
Commission may have rights in and to 
any such inventions or discovery under 
section 152 of the Atomic -Energy Act of 
1954, as amended, the inclusion of the 
background patent provision will con­
stitute a waiver of such rights.
§ 9-9.5008—2 Contracts in which “back­

ground patents”  provisions are 
deemed appropriate.

The contracting officer must inquire 
of and secure complete information from 
the prospective contractor as to back­
ground patent, applications and patents 
in order that a determination regarding 
need for a “background patents” pro­
vision be made in accordance with 
§ 9-9.5008-3.

(a) A “background patents” provision 
should be incorporated in an AEC con­
tract when there is a need therefor in 
accordance with the policy stated in 
§ 9-9.5008-3.

(b) The inclusion of a “background 
patents” provision is deemed appropriate 
in any contract, regardless of the type 
or tier, if it involves research, develop­
ment, or experimental work or the de­
sign, construction or operation of an AEC 
facility where there is a need therefor in 
accordance with the policy stated in 
§ 9-9.5008-3.

(c) “Background patents” provisions 
should not be included in (1) purchase 
orders dr supply contracts for items cus­
tomarily offered for sale including items 
involving noninventive modifications, or
(2) personal service contracts for per­
formance of standard or ordinary, non­
technical services, or (3) contracts that 
do not involve research, development, or 
experimental work or operation of an 
AEC facility. (See § 9-9.5009 for inclu­
sion of indemnity provisions.)
§ 9-9.5008—3 The need for the “back­

ground patents”  rights.
(a) It is the policy o f AEC to Include 

a ‘background patents” provision in an; 
contract of the type described h 
5 9-9.5008-2(b) where:

(1) AEC pays for any research an< 
development or experimental work aimei 
toward the practical or specific applica 
tion of a “background patented”  proces 
or article, or directed to any program 
01 “ dPfovement of a “ background pat 
ented” process or article where sue! 
research or development would signifi 
cantly enhance the value o f the “ back 
ground patent” and it is determined tha 
tne contemplated utilization by the Gov 
rnment of the results of the sponsored 
esearch and development will involv
® or infringement o f the “ back 

ground patents,”  or
(2) 1 ^® contractor is designing, con

? or operating an AEC facilit; 
r r / ^ g r o u n d  patents o f the contrac 
iujah • 1 Pr°frakly be incorporated in, o 

nw ri?16 operation of that facility; o 
w  The technology is to be communi

cated abroad in support of specific nu­
clear projects and it is desired to assure 
those receiving the technology of their 
right to its use; or

(4) An AEC program requires the ac­
quisition of “background patent” rights 
for private parties in the United States 
in order to further the development and 
use of atomic energy.

(b) The foregoing enumeration of cir­
cumstances deemed appropriate for in­
corporation of a “background patents” 
provision shall not be deemed all in­
clusive, since there may be other special 
circumstances where there is a need for 
the acquisition of such rights.

(c) Determination of need will be 
made by the contracting officer. Upon 
written request of the contractor, made 
within ten (10) days after the contract­
ing officer’s determination, the contract­
ing officer’s determination will be 
reviewed by the General Manager or his 
designee, who may approve or modify 
the determination of the contracting 
officer.
§ 9—9.5008—4 The scope of the “back­

ground patents” rights.
(a ) When “background patent” rights 

are to be acquired under the preceding 
paragraphs, the particular scope is a 
matter of negotiation in each case, but 
shall not be broader than the foreseeable 
need indicated by the facts in the par­
ticular case.

(b) Ordinarily the license should be at 
least an irrevocable, nonexclusive license 
to the U.S. Government and others act­
ing in its behalf for U.S. governmental 
purposes with the right of the U.S. Gov­
ernment to grant licenses to foreign gov­
ernments generally or for use by such 
foreign governments pursuant to a treaty 
or agreement with the U.S. Government.

(c) Where “background patents” 
rights are acquired for third parties in 
accordance with § 9-9.5008-3 (a) (4 ), it 
will ordinarily be sufficient for the con­
tractor to agree to grant specific licenses 
to such persons as may subsequently be 
designated by the Commission at rea­
sonable royalties or other reasonable 
compensation. Other terms and condi­
tions delineating the scope may be 
specified by the General Manager, or his 
designee, in specific cases.
§ 9—9.5008—5 The consideration for 

“background patents” rights.
(a ) The acquisition of license rights 

to “background patents,” whether the 
contract be fixed price, cost, cost plus, or 
other consideration, is a matter to be 
negotiated. Considerations such as the 
following should be evaluated in deter­
mining to what extent, if any, additional 
consideration should be paid for “back­
ground, patents” rights. In many situa­
tions an evaluation of the following 
factors will lead to the conclusion that 
the contract price should not be in­
creased to reflect the acquisition of 
“background patents” rights:

(1) The value of such “background 
patents” ;

(2) The extent of the contractor’s 
prior independent work and expenditures

and the amount of the Government’s 
expenditures under the contract;

(3) The increase in value of the “back­
ground patents” to the contractor by 
reason of the contract work;

(4) The nature and scope of the li­
cense to be acquired and the extent of 
anticipated use;

(5) Whether under the foreground 
patent provision the contractor is ac­
corded the exclusive rights for purposes 
other than use in the production or 
utilization of special nuclear materials or 
atomic energy;

(6) The measure of the contractor’s 
legal right to collect reasonable and en­
tire compensation if a license is not 
secured; and

(7) The obligation of the contractor to 
pay royalties to others with respect to 
the “background patents.”

(b) Any agreement for the payment of 
additional compensation for background 
patent rights will be made only upon the 
approval of the General Manager, or his 
designee.
§ 9—9.5008—6 Types of suggested back­

ground patents provisions.
Where it is determined that a back­

ground rights provision is necessary, the 
particular wording of a provision grant­
ing a license and rights to the Govern­
ment may be a matter of negotiation. 
However, the following paragraphs are 
suggested for addition to the appropriate 
invention rights provisions as set forth 
in §§ 9-9.5003 through 9-9.5005:

(a ) With respect to (1) research, de­
velopment or experimental Contracts in­
volving process or product development;
(2) design, construction, production or 
manufacturing contracts where research 
and development of process, equipment, 
materials, or other items of the contrac­
tor are involved; and (3) other research, 
development and experimental contracts, 
the following paragraph is suggested for 
addition:

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, and does hereby grant to 
the Government an irrevocable, nonexclusive, 
paid-up license in and to any inventions or 
discoveries actually reduced to practice be­
fore the effective date of the contract owned 
or controlled by the contractor and in and 
to any inventions or discoveries actually re­
duced to practice or acquired during the con­
tract period but not subject to the foregoing 
foreground invention rights provision, which 
shall be utilized or embodied in the work 
under this contract: (I f  the contract is for 
research, development or experimental work 
on design, the phrase should read— “which 
are incorporated in the conceptual design or 
prototype furnished under this contract”— ) 
(1) To make, use and to have made and used 
throughout the world for U.S. Government 
purposes, and (2) to sell and have sold such 
articles, material or product embodying said 
invention or discovery as surplus or con­
demned public property as provided by law. 
The acceptance or exercise by the Govern­
ment 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 pat­
ents herein licensed.
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(b) In facility operation contracts, the 
following paragraph is suggested for 
addition:

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, nonex­
clusive, paid-up license in and to any inven­
tions or discoveries actually reduced to prac­
tice before the effective date of this contract 
owned or controlled by the Contractor and 
in and to any inventions or discoveries ac­
tually reduced to practice or acquired during 
the contract period but not subject to the 
foregoing foreground invention rights pro­
vision, which shall be incorporated in the 
construction of or involved in the utilization 
of the facility by the contractor ( 1) to prac­
tice or to have practiced for the Government 
at the facility, (2) to practice and to have 
practiced in similar U.S. Government facili­
ties, and (3) to sell or dispose of such facility 
or facilities, or any portion thereof, as pro­
vided 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.

(c) In contracts for design, construc­
tion or operation of nuclear reactor 
power facilities involving research, de­
velopment or experimental work, the 
following paragraph is suggested for 
addition:

In  addition to the rights of the parties 
under the foregoing paragraphs in and to in­
ventions or discoveries made or conceived in 
the course of or under this contract, the con­
tractor agrees to and does hereby grant to the 
Government an irrevocable, nonexlusive paid- 
up license in and to any inventions or dis­
coveries actually reduce to practice before the 
effective date of the contract owned or con­
trolled by the contractor and in and to any 
inventions or discoveries actually reduced to 
practice or acquired during the contract pe­
riod but not subject to the foregoing fore­
ground invention rights provision, which are 
incorporated or embodied during the term of 
this contract in the nuclear power plant: (I f  
the contract is for research, development or 
experimental work on design of a reactor, the 
phrase should read— “which are incorpo­
rated in conceptual designs or prototypes 
furnished under this contract”— ) (1) To 
make, use and to have made and used, 
throughout the world for U.S. governmental 
purposes in the manufacture and use of 
U.S. Government-owned or Government- 
operated reactor facilities, (2) to transfer 
such license with transfer of such Govern­
ment-owned or Government-operated reactor 
facility, and (3) to sell and have sold such 
article, material or product, embodying such 
inventions or discoveries, as surplus or con­
demned public property as provided by law. 
The acceptance or exericse by the Govern­
ment of the aforesaid rights and license shall 
not prevent the Government at any time 
from contesting the enforceability, validity 
or scope of, or title to, any rights or patents 
herein licensed.

(d) Where specific Headquarters in­
structions are issued as to the necessity 
for third party licenses, the following is 
a suggested addition to the governmental 
license clause:

With respect to those inventions or dis­
coveries licensed herein, the contractor agrees 
to grant nonexclusive licenses for use in 
connection with reactor facilities (or equip­
ment— if only equipment is involved) of a
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type similar to that provided for under this 
contract at reasonable terms to responsible 
private parties upon the request of the Com­
mission. The Commission shall make such re­
quest only when such inventions or dis­
coveries are considered by the Commission to 
be necessary. In  the event that the contractor 
and prospective licensees cannot agree upon 
a reasonable royalty, the contractor agrees 
that the royalties may be fixed pursuant to 
the procedure set forth in section 157(c) of 
the Atomic Energy Act of 1954, as amended.

(e) Where the nuclear reactor facility 
or equipment incorporated standard 
commercial components or parts readily 
available in the open market from other 
sources, there may be added to the pro­
posed contract clause, before the last 
sentence thereof, the following suggested 
provision:

Provided, however, That no license is 
granted herein as respects nonnuclear com­
mercial items, components or materials in­
corporated, to the extent that such non­
nuclear items, components, or materials are 
available in the open market from other 
commercial sources.

§ 9 —9.5008—7 B a c k g r o u n d  technical 
data.

The foregoing “Background Patents” 
rights provisions are limited to define 
patents and inventions and do not cover 
“background secret processes, technical 
information, and know-how.” While 
Technical Data generally is covered by 
§ 9-7.5006-13, the same does not specifi­
cally give the Government rights in 
earlier identified secret processes, tech­
nical data or know-how, and it is recog­
nized that there may be cases where the 
acquisition of rights in such earlier ma­
terial is necessary. While the particular 
wording of a provision granting rights to 
the Government is a matter of negotia­
tion, the following paragraph is sug­
gested for addition to the Drawings, De­
signs and Specification Provisions as set 
forth in § 9-7.5006-13 of this chapter:

In  addition to the rights of the parties in 
technical data set forth above (§ 9-7.5006-13) 
the contractor agrees to and does hereby 
grant to the Government an irrevocable li­
cense and right to use any secret process, 
technical information, or know-how of the 
contractor, 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 which shall be or is 
specifically incorporated in any scientific or 
technical report rendered under this contract.

It may be appropriate when it is neces­
sary to acquire the right to use such 
background “secret processes, technical 
information and know-how” to include 
provisions limiting the right of the Gov­
ernment to disseminate and publish the 
same. In such event, a proviso along the 
following lines may be appropriate :

Provided, however, That to the extent that 
any such background "secret processes, tech­
nical information or know-how” when fur­
nished or delivered is specifically identified 
by the contractor at the time of delivery to 
the Commission, the same shall not be used 
by the Government except in the perform­
ance of other contracts or subcontracts with 
or for the benefit of the Government, Tinless 
such material and information is generally 
available to the public or has been made 
available to the Government from other

sources or previously by the contractor with­
out limitation as to use.

§ 9—9.5009 Patent indemnification of 
Government by contractor.

(a ) Under the Act of June 25, 1948 
(28 U.S.C. 1498), any suit for infringe­
ment of patent by a contractor or a lower 
tier subcontractor in performance of a 
Government contract must be brought 
against the Government in the Court of 
Claims and not against the contractor 
where the subject matter was for the use 
or manufacture by or for the Government 
of the United States. The Atomic Energy 
Acts of 1946 and 1954 substitute a cause 
of action before the AEC Patent Com­
pensation Board for certain types of 
claims, discussed in § 9-9.5017. Therefore, 
provision is made in §§ 9-9.5003 through 
9-9.5005 for waivers of such claims as to 
inventions and discoveries made or con­
ceived in the course of work under the 
contract. A large part of the activities 
of AEC are still subject to suit under the 
Act of June 25,1948 (28 U.S.C. 1498), and 
in order that the Government may be 
protected from liability for any such 
patent infringement where ordinary 
commercial materials or equipment are 
to be furnished “off the shelf” or fur­
nished with only minor modifications not 
generally involving the making of any 
inventions or discoveries pursuant to a 
construction or supply contract or a pur­
chase order, the same should contain 
appropriate indemnification provisions in 
favor of the Government.

(b) The Patent Indemnity Article 
(Clause 15 of GSA Standard Form 23A, 
revised), which follows, may be employed 
in the purchase of supplies for construc­
tion work where Form AEC-103, “Order,” 
is used and in lump-sum or cost-type 
construction contracts:

Patent I ndemnity

Except as otherwise provided, the contrac­
tor agrees to indemnify the Government and 
its officers, agents and employees against 
liability, including costs and expenses, for 
infringement upon any Letters Patent of the 
United States (except Letters Patent issued 
upon an application which is now or may 
hereafter be, for reasons of national security, 
ordered by the Government to be kept secret 
or otherwise withheld from issue) arising out 
of the performance of this contract or out of 
the use or disposal by or for the account of 
the Government of supplies furnished or con­
struction work performed hereunder.

(c) In other instances where an in­
demnity provision is deemed appropriate, 
the following article should be employed:

Patent I ndemnity

The contractor agrees to indemnify the 
Government, its officers, agents, servants, 
and employees against liability of any kind 
(including costs and expenses incurred) for 
the use of any invention or discovery and 
for the infringement of any Letters Patent 
(not including liability, arising pursuant to 
sec. 183, Title 35 (1952), U.S.C., prior to the 
issuance of Letters Patent) occurring in the 
performance of this contract or arising by 
reason of the use or disposal by or for the 
account of the Government of items manu­
factured or supplied under this contract.

(d) The term “seller” or “vendor 
should be substituted for the term “con­
tractor” in purchase orders and the term
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"buyer and” may be added before the 
term “Government” wherever it appears, 
in the event a contractor-buyer issues a 
subcontract or purchase order and de­
sires to obtain from the seller the same 
protection as the Government obtains.

(e) Certain construction or supply 
contracts may call for items or parts 
thereof which are standard commercial 
supplies and also for items which require 
modifications in the course of the per­
formance of the work. In such event the 
patent indemnity articles set forth above 
may be appropriately modified. To cover 
such circumstances, the following modi­
fication should be added at the end of the 
patent indemnity article:
except, however, infringement necessarily 
resulting from the contractor’s compliance 
with written specifications or provisions for 
other than standard parts or components 
manufactured or supplied by the contractor 
or resulting from specific written instructions 
given by the Commission for the purpose of 
directing a manner of performance of the 
contract not normally utilized, by the 
contractor.

(f) In some instances certain specific 
items should be excluded from the in­
demnification, and where such items 
or parts can be identified as nonstandard 
commercial components or parts the fol­
lowing provision may be added at the end 
of the patent indemnity article:
except that this indemnity shall not apply 
to the following items or parts (specifically 
identifying and listing the items or parts to 
be excluded).

§ 9-9.5010 Contractor held harmless by 
Government.

(a) As indicated in connection with 
the patent indemnity provisions, under 
the Act of June 25, 1948 (28 U.S.C. 1498) 
any action for patent infringement by a 
contractor or subcontractor in the per­
formance of work by or for the Govern­
ment is subject to suit against the 
Government in the Court of Claims, ex­
cept in the special circumstances pro­
vided for in the Atomic Energy Acts of 
1946 and 1954. While the contractor is 
Protected from injunctive action in the 
Performance of a Government contract, 
there may be special circumstances, par­
ticularly in the case of research or de­
velopment work, where the contractor 
has not made any investigation as to the 
Possibility of infringement in the per­
formance of the contract and the con­
tract price does not include any provision 
tor the settlement of possible patent 
claims. In such circumstances, the fol- 

“hold harmless” article in favor 
pv * * contractor may be used in the 
2 2 *  the contractor specifically re­
quests it and the facts as to the particu- 

r research or development work are as 
stated in the article:
thp*iS a,greed that the Government shall hold 
kinrfC° n , actor harmless from liability of any 
riffht aris.inS from infringement of patent 
tjf. h* ‘'he course of the work performed by 
oft, CT ractor un<ler this contract, in view 
not l f°ilowlngfacts: (a ) The contractor has 
bun*, i 6 an lnvestigation as to the possi- 
errmL°i patent Infringement, (b ) the Gov- 
ty.. . , and the contractor desire to avoid 
and , l aJ.inci(len* t °  a patent investigation, 

' ' contractor has not included in its

price or fee any provision for the settlement 
of possible patent claims. The Contractor 
shall give prompt notice in writing to the 
Commission of any action filed of claim 
against the contractor for infringement of 
patent rights in the course of the work per­
formed by the contractor under this contract. 
Except as otherwise directed by the Com­
mission in writing, the contractor shall fur­
nish promptly to the Commission copies of 
all pertinent papers received by the contrac­
tor with respect to any such action or claim. 
If required by the Commission, the contrac­
tor (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 Govern­
ment in the settlement or defense of such 
action or claim.

Such provision shall not be employed in 
a supply contract or purchase order for 
ordinary commercial materials or equip­
ment.

(b) In research and development con­
tracts if standard commercial parts or 
components are to be furnished, the 
standard commercial parts or compo­
nents are to be excepted from the above 
article by deleting the period after the 
word “claims” at the end of the first 
sentence of the article and inserting the 
following exception:
excepting, however, any liability arising from 
the infringement of Letters Patent resulting 
from the contractor’s furnishing or supply­
ing standard parts or components or utilizing 
its normal practices or methods in the per­
formance 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 em­
ployees against liability of any kind for the 
use of any invention or discovery and for the 
infringement of any Letters Patent (not in­
cluding any liability arising from section 183, 
Title 35 (1952), U.S.C. prior to the issuance 
of Letters Patent.

§ 9—9.5011 Reporting o f royalties.
The Government has acquired patent 

rights under a large number of inven­
tions as a result of research and devel­
opment sponsored by AEC as well as by 
other Government agencies and as a re­
sult of purchase and other means. In 
instances where the Government has ac­
quired patent rights, it is not equitable 
that the Government be charged royal­
ties in connection with AEC procurement, 
construction, or operation. In order that 
AEC may be informed regarding royalty 
payments to be made by a contractor or 
subcontractor in connection with any 
procurement, construction, or operation 
where the amount of the royalty pay­
ments is reflected in the contract price, or 
is to be reimbursed by the Government, 
the negotiator shall (a ) obtain from the 
contractor information concerning the 
royalty payments expected to be made in 
connection with the proposed procure­
ment, construction, or operation, to­
gether with the names of the licensors 
and either the patent numbers involved 
or such other information as will permit 
identification of the patents and patent 
applications as well as the basis on which 
the royalties are to be paid, or (b) obtain 
from the contractor a certificate that the

contract price includes no amount repre­
senting the payment of any royalty by 
the contractor directly to others in con­
nection with the performance of the con­
tract, or (c) insert in the contract the 
article set forth below :

Reporting op Royalties

I f  this contract involves any royalty pay­
ments or if the amount of any royalty pay­
ments is reflected in the contract price of the 
contract to the Government, the contractor 
agrees to report in writing to the Commission 
(Assistant General Counsel for Patents) dur­
ing the performance of this contract and 
prior to its completion or final settlement 
the amount of any royalties or other pay­
ments 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 num­
bers 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 royalties shall 
not estop the Government at any time from 
contesting the enforceability, validity or 
scope of, or title to, any patent under which 
a royalty of payments are made.

With respect to any advertised contract 
which may involve the payment of royal­
ties by the contractor in performance 
thereof the “Reporting of Royalties” 
article shall be included in the invitation 
for bids as one of the general contract 
provisions. At the option of the contract­
ing officer the following provision may be 
added to the above article :

If no royalties or other payments are paid 
directly to others, the contractor agrees so 
to report in writing to the Commission (As­
sistant General Counsel for Patents) prior to 
the completion of final settlement of the 
contract.

§ 9—9.5012 Classified contracts.
Unauthorized disclosure of classified 

subject matter in any manner whatso­
ever may be a violation not only of the 
Atomic Energy Acts of 1946 and 1954 but 
also of the Espionage Act (18 U.S.C. 37) 
as well as of the provisions pertaining to 
disclosure of information incorporated 
in the contract. (See Part 9-7 of this 
chapter.) Furthermore where a patent 
application is filed and the disclosure 
thereof and issuance of a patent would 
be detrimental to the national security 
a Secrecy Order under the provisions of 
section 181, title 35, United States Code 
will be issued by the U.S. Commissioner 
of Patents. Violation of the provisions of 
the Secrecy Order subjects the violator to 
the separate penalties imposed by sec­
tions 182,186, and any rules promulgated 
pursuant to section 188 of title 35, United 
States Code.
§ 9—9.5013 Foreign patent rights.

Under the contract articles set forth 
in §§ 9-9.5003 through 9-9.5005, AEC 
has the right to determine whether 
and where a patent application shall be 
filed. AEC thereby is in a position sub­
ject to § 9-9.5006(b) to comply with 
Executive Order 9865 of June 14, 1947, 
which requires all Government agencies, 
wherever practicable, to acquire the right 
to file foreign patent applications or
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inventions resulting from research con­
ducted by the Government.
§ 9—9.5014 Procedure in administration 

o f patent provisions.
(a) With respect to each contract, 

subcontract, and purchase order under 
his jurisdiction, each Manager of a Field 
Office is responsible:

(1) For assuring that contracting offi­
cers comply with the provisions of this 
chapter in executing and approving any 
contract, subcontract,.or purchase order, 
or any supplement thereto modifying the 
patent provisions;

(2) For transmitting the information 
requested on the Patent Information 
Sheet, Form AEC-242, to the Assistant 
General Counsel for Patents;

(3) For reviewing, in consultation 
with the contractor, subcontractor, or 
Vendor, arrangements for obtaining ade­
quate patent agreements from employees 
and others performing work under any 
contract, subcontract, or purchase order 
containing patent provisions in favor of 
the Government; (The form of such 
patent agreement actually in use or pro­
posed for use shall be forwarded for 
approval to the local Patent Group or, 
where no local Patent Group exists, to 
the Assistant General Counsel for 
Patents.)

(4) For forwarding a notice of com­
pletion or termination of the work and a 
request for patent clearance to the 
Assistant General Counsel for Patents 
for each contract, subcontract, and pur­
chase order containing patent provisions 
giving rise to rights in the Government; 
and

(5) For withholding reimbursement of 
the voucher covering final payment 
pending receipt of the written notice of 
the patent clearance from the Assistant 
General Counsel for Patents for each 
such contract, subcontract, and purchase 
order.

(b) The Assistant General Counsel for 
Patents upon receipt of notification on 
Patent Information Sheet, Form AEC- 
242, will notify the person who transmits 
the information sheet of the Patent 
Group or Patent Attorney assigned to 
conduct the patent investigation of the 
reported contract, subcontract, or pur­
chase order. Upon receipt of the notice of 
completion or termination as provided 
in paragraph (a) (4) of this section, a 
notice of patent clearance will be issued 
by the Assistant General Counsel for 
Patents when there has been to his best 
knowledge and belief compliance with 
the patent provisions. The patent provi­
sions ‘ normally require that a qualified 
representative of the contractor or 
vendor furnish to the AEC:

(1) A  list and identification of the 
notebooks kept during the course of the 
work;

(2) A  certification that such note­
books have been examined and that, to 
the best of his knowledge, they contain 
no inventions or discoveries other than 
those set forth in the certification (in­
ventions and discoveries are to be re­
ported by case number, name of in­
ventor, and short title) ;

RULES AND REGULATIONS
(3) A  list and identification of the 

technical reports rendered during the 
course of the work;

(4) A  certification that such reports 
have been examined and that, to the 
best of his knowledge, they contain no 
inventions or discoveries other than 
those reported in subparagraph (2) of 
this paragraph (the certificate should 
include a statement that any such tech­
nical reports not yet transmitted to AEC 
will be so transmitted upon request);

(5) A statement that (i) the note­
books kept during the course of the work 
either have been turned over to AEC or 
are held in custody for AEC use by a 
designated person, and (ii) such note­
books will be submitted to AEC, Assist­
ant General Counsel for Patents, for 
examination upon request. (AEC may 
authorize, upon request, continued use 
of such notebooks in additional research 
work under other AEC contracts.)

(c) Ordinarily, inventions and dis­
coveries will be reported on Form AEC- 
213, copies of which are available at 
various Field and Area Offices. Report­
ing of inventions promptly and in ad­
vance of the completion of the work 
under the respective contracts will aid 
patent clearance. Submission of interim 
reports, where contracts cover an ex­
tended period, will also facilitate the 
disposition of patent matters and expe­
dite the issuance of final patent clear­
ance. The total AEC counsel, in collab­
oration with the local Patent Group or 
Patent Attorney in a Field or Area Office 
will assist negotiators in negotiating pat­
ent provisions. The local Patent Group 
or Patent Attorney will generally submit 
Patent Information sheets and other­
wise assist Managers of Field Offices 
and Area Managers, contractors, subcon­
tractors and vendors in the reporting 
of inventions and discoveries, the 
handling of patent matters and the prep­
aration of certifications to initiate pat­
ent clearance.
§ 9—9.5015 Acquisition o f patent rights.

In accordance with general Govern­
ment practices, AEC may acquire rights 
in patents and is authorized, pursuant 
to section 153 of the Atomic Energy Act 
of 1954, after a hearing and under spec­
ified circumstances, to declare certain 
patents affected with the public interest.
§ 9—9.5016 Claims for patent infringe« 

ment.
Any claims for alleged unauthorized 

use of inventions or infringement of 
patents should be promptly reported to 
the Assistant General Counsel for Pat­
ents for processing.
§ 9—9.5017 Claims under the Atomic 

Energy Acts o f 1946 and 1954.
Under section 11 of the Atomic Energy 

Act of 1946 patents could not be secured 
on certain inventions or discoveries, and 
patents issued after August 1, 1946 con­
ferred no rights to the extent that in­
ventions or discoveries were used for cer­
tain specialized purposes. In lieu thereof 
provision was made in section 11 for 
application for an award in a proceeding

before .the AEC Patent Compensation 
Board. Under section 151a of the Atomic 
Energy Act of 1954, no patent shall.be 
issued for any invention or discovery 
which is useful solely in the utilization 
of special nuclear material or atomic 
energy in an atomic weapon. Section 
151b provides that patents issued there­
after confer no rights to the extent that 
such invention or discovery “is used” in 
atomic weapons. Section 157 provides for 
reasonable royalty determination in the 
case of the owner of a patent licensed 
under section 158 or subsection 153b or 
153e, or any patent licensee thereunder; 
the grant of just compensation for the 
revocation of patents and patent rights 
pursuant to section 151; and for the 
grant of awards to persons making any 
invention or discovery useful in the pro­
duction or utilization of special nuclear 
material or atomic energy who are not 
entitled to reasonable royalty or com­
pensation therefor under the Act and 
who have complied with the provisions 
of section 151c. The AEC may also, upon 
the recommendation of the General Ad­
visory Committee, and with the approval 
of the President, grant an award for any 
especially meritorious contribution to 
the development, use or control of atomic 
energy.
§ 9—9.5018 Definitions.

As used in the regulations of this part, 
the stated terms in singular and plural 
are defined as follows for the purposes 
hereof:

(a ) “Government agency” includes 
any Executive department independent 
commission, board, office, agency, ad­
ministration, authority, or other Gov­
ernment establishment of the Executive 
Branch of the Government of the United 
States of America.

(b) “Invention”, “Invention or discov­
ery” includes any art, machine, manu­
facture, design, or composition of matter, 
or any new and useful improvement 
thereof, or any variety of plant, which 
is or may be patentable under the Patent 
Laws of the United States of America or 
any foreign country.

(c) “Contractor” means any indivi­
dual, partnership, public or private cor­
poration, association, institution, or 
other entity which is a party to the 
contract.

(d) “Contract” means any actual or 
proposed contract, agreement, grant, or 
other arrangement, or subcontract en­
tered into with or for the benefit of the 
Government.

(e) “Made”, “made or conceived” 
when used in relation to any invention 
or discovery means the conception or the 
first actual reduction to practice of such 
invention or discovery in the course of 
or under the contract.

(f ) “License for governmental pur­
pose” means the right of the Government 
of the United States (including any 
agency thereof, State, or domestic muni­
cipal government) to practice and have 
practiced (made or have made, used or 
have used, sold or have sold) throughout 
the world by or on behalf of the Govern­
ment of the United States.

FEDERAL REGISTER, VOL. 34, NO. 186— SATURDAY, SEPTEMBER 27, 1969



RULES AND REGULATIONS 15175

(g) “To the point of practical applica­
tion” means to manufacture in the case 
of a composition or product, to practice 
in the case of a process, or to operate in 
the case of a machine, and under such 
conditions as to establish that the inven­
tion is being worked and that its benefits 
are reasonably accessible to the public.
§ 9-9.5019 Rights in inventions and 

technical data in AEC-supported con­
tractor independent research and de­
velopment projects.

(a) Where AEC accepts a share of the 
cost of an independent research and de­
velopment project of a contractor or sub­
contractor and its share of the cost bears 
the percentage relationships indicated in 
§ 9-15.5010-12 (h) to the total cost in­
curred or to be incurred for such projects 
during the contractor’s or subcon­
tractor’s annual accounting period, the 
rights to be obtained in and to technical 
data developed and inventions or dis­
coveries made or conceived in the course 
of or under such independent research 
and development projects shall be as set 
forth in § 9-15.5010-12 (h ).

(b) If the share of the cost provided 
by all of AEC’s contracts and subcon­
tracts, pursuant to the evaluation under 
§ 9-15.5010-12 (h ), is expected to be less 
than 20 percent of the cost of any indi­
vidual IR&D project of the contractor or 
subcontractor, a provision should be 
added to the contract requiring the con­
tractor to furnish summary reports to 
the Commission upon request for evalu­
ation purposes.

(c) If the share of the cost provided 
by all of AEC’s contracts and subcon­
tracts is expected to be 20 percent or 
more of the cost of any individual IR&D 
project of the contractor or subcon­
tractor but less than 75 percent, then a 
summary report shall be furnished with­
out a specific Commission request and a 
provision should be added to the contract 
requiring the contractor (1) to promptly 
report any invention or discovery made 
or conceived in the course of or under 
any such IR&D project for which sup­
port is 20 percent or more but less than 
"5 percent and, if requested by AEC, to 
submit a complete and detailed technical 
report, (2) to grant a nonexclusive, irrev­
ocable, paid-up license to the Commis­
sion for Commission purposes to any 
resulting patent application or patent, 
and (3) to accord the Commission the 
right to use and have used for all Com- 
niission purposes the rejjorts submitted 
nnder this provision. If the contractor 
mcludes proprietary information, the 
same shall be specifically identified in 
Muting at the time of submission. If so 
identified, it will be treated as confiden­
tial, provided any such information is not 

Property of the Government, has not 
otherwise been made available to the 
government independently of the con­
tractor’s submittal, and is information 
which the contractor has protected from 
unrestricted use by others.
bv n ^  s*lare °*  the cost provided 
y all AEC contracts and subcontracts is 
xpected to be 75 percent or more of the

cost of any individual IR&D project df 
the contractor or subcontractor, provi­
sions shall be included in the contract 
requiring the contractor to:

(1) Furnish to AEC all technical in­
formation and data on the supported 
projects for unlimited dissemination and 
use, but insofar as such technical in­
formation and data disclose patentable 
subject matter, the same will not be dis­
seminated until patenting action has 
been taken.

(2) Promptly report any invention or 
discovery made in the course of or under 
any such IR&D projects, and to grant a 
nonexclusive, irrevocable, paidup license 
to the Government for all purposes, with 
the right to grant sublicenses for all pur­
poses in and to any such invention or dis­
covery and to any patent application or 
patent thereon.

(e) (1) As a general rule, for the pur­
pose of determining AEC technical data 
and patent rights as provided in para­
graphs (b ), (c ), and (d) of this section 
when the share of the cost provided by 
all of AEC’s contracts and subcontracts 
is expected to be close to 20 percent, or 
greater than 20 percent, of the cost of 
any individual IR&D project of the con­
tractor or subcontractor, there should be 
negotiated an advance agreement on the 
estimated _AEC share of the cost of any 
such project and AEC’s rights would be 
determined on the basis of such esti­
mates. Such rights would not change if 
the AEC share of the actual costs in­
curred is different from that previously 
estimated in advance. Such advance 
agreements should provide for amend­
ment in case AEC contracts and sub­
contracts subsequently entered into 
significantly change the previously esti­
mated AEC share of the cost agreed upon 
for any IR&D project during the perti­
nent period.

(2) The contracting officer and the 
contractor may agree in writing in cer­
tain instances that the AEC rights in 
technical data and patents shall be de­
termined and established after the fact 
in accordance with paragraphs (a ) , (b ) ,
(c ) , and (d) of this section on the basis 
of the actual AEC share in the cost of 
any such IR&D project.

Subpart 9-9.51— Copyrights
§ 9—9.5100 Copyrights.
§ 9—9.510! Purpose and scope of sub­

part.
(a) This subpart sets forth the policy 

and practices of the AEC as to use and 
publication of copyrightable materials, 
and contract provisions in connection 
with the procurement of material sub­
ject to copyright. The copyright provision 
to be incorporated in subcontracts shall 
be determined by the principles appli­
cable to contracts.

(b) The policies and requirements of 
this subpart shall be applied to cost-type 
contractor procurement. The authoriza­
tion and consent clause in § 9-9.5105 
may be used only with the approval of 
Managers of Field Offices.

§ 9—9.5102 AEC use o f copyrighted ma­
terial.

AEC recognizes that the owner of 
copyrighted material has property rights 
in such material and it is the policy of 
AEC that it will not knowingly incorpo­
rate such copyrighted material into pub­
lications prepared by or for AEC except 
with the written consent of the copyright 
owner. The attention of copyright owners 
should be invited in appropriate in­
stances to the Act of July 30, 1947 (title 
17, U.S.C. sec. 8) providing that “the pub­
lication or republication by the Gov­
ernment either separately or in a public 
document, of any material in which a 
copyright is subsisting shall not be taken 
to cause any abridgement or annulment 
of the copyright or to authorize any use 
or appropriation of such copyrighted ma­
terial without the consent of the copy­
right proprietor.”
§ 9—9.5103 Rights in copyrightable ma­

terial under contracts.
(a ) In research and development and 

other contracts (including contracts for 
translations, or for the preparation of 
articles, books or other publications) 
under which material subject to copy­
right may be furnished in the form of 
technical or progress reports, memo­
randa, papers or articles prepared as to 
the work AEC has employed a provision 
under which all scientific and technical 
data, specifications, reports, papers, arti­
cles and other memoranda “shall be and 
remain the property of the Government, 
and the Government shall have the right 
to use such scientific and tecthnical data, 
specifications, reports and memoranda 
in any manner without claim for addi­
tional compensation, (See § 9-7.5006-13.) 
Although the foregoing provision or a 
similar provision is incorporated and 
such reports and papers are the property 
of the Government and any report, 
memoranda, paper, or article composed 
may be considered a Government publi­
cation for which copyrights are specifi­
cally excluded in accordance with the 
provisions of section 8, title 17, United 
States Code, it is desirable to provide 
specifically for the disposition of any 
copyrightable material not compre­
hended by such provision.

(b) In the event that a contract does 
not contain a provision under which the 
materia! reports, papers, etc., produced, 
composed or furnished under a contract 
become the property of the Government, 
a provision should be incorporated in the 
contract that the Government acquires 
the right to determine the disposition of 
copyrightable material or receives at 
least a royalty-free, nonexclusive and 
irrevocable license to such material first 
produced, composed or furnished under 
the contract, with a right to authorize 
others to reproduce, publish and use the 
same, leaving the contractor free to take 
out a copyright in his own name if he so 
desires.

(c) In the event that a contractor in­
corporates copyrighted material already 
owned by it or others in the material 
furnished to the Government, a provi­
sion for a license to the Government in
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such material should be secured when­
ever appropriate.

(d) Appropriate provisions as to copy­
rightable material should be included in 
contracts whether the material subject 
to copyright is the main item of the con­
tract or is merely incidental. In instances, 
where the translation or the preparation 
of articles, books, or other copyrightable 
material is the principal subject matter 
of the contract, the following article 
should be incorporated:

COPYRIGHT
(1) The contractor (i)  agrees that the 

Commission shall determine the disposition 
of the title to and the rights under any copy­
right secured by the contractor or its em­
ployees on copyrightable material first 
produced or composed under this contract 
and (ii) hereby grants to the Government 
a royalty-free, nonexclusive, irrevocable li­
cense to reproduce, translate, publish, use 
and dispose of, and to authorize others so to 
do, all copyrighted or copyrightable 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 con­
tractor now has, or prio£jto the completion 
or final settlement of the contract may ac­
quire, the right to grant such license without 
becoming liable to pay compensation to 
others solely because of such grant.

(2) The contractor agrees that it will not 
include any copyrighted material in any 
written or copyrightable material furnished 
or delivered under this contract, without a 
license as provided for in paragraph ( 1) (ii) 
hereof, or without the consent of the copy­
right owner, unless specific written approval 
of the Contracting Officer to the inclusion of 
such copyrighted material is secured.

(3) 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. con­
tractor with respect to any material de­
livered under this contract.

» (e) The foregoing provision is pre­
ferred for contracts where the reports, 
papers or other copyrightable material 
become the property of the Government. 
Nevertheless, in such contracts as well as 
in other contracts where the incorpora­
tion of a provision as to copyrightable 
material is appropriate the following 
provision may be used:

Copyright

(1) The contractor agrees to and does 
hereby grant to the Government, and to its 
officers, agents, servants and employees act­
ing within the scope of their official duties, 
(i) a royalty-free nonexclusive and irrevo­
cable license to reproduce, translate, publish, 
use, and dispose of, and to authorize others 
so to do, all copyrightable material first pro­
duced or composer under this contract by' 
the contractor, its employees or any indi­
vidual or concern specifically employed or 
assigned to originate and prepare such mate­
rial; and (ii) a license as aforesaid under 
any and all copyrighted or copyrightable 
work not first produced or composed by the 
contractor in the performance of this con­
tract but which is incorporated in the mate­
rial furnished under the contract, provided 
that such license shall be only to the extent 
the contractor now has, or prior to com­
pletion 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.

(2) The contractor agrees that it will not 
include any copyrighted material in any 
written or copyrightable material furnished 
or delivered under this contract, without a 
license as provided for in paragraph ( 1) (ii) 
hereof, or without the consent of the copy­
right owner, unless specific written approval 
of the Contracting Officer to the inclusion of 
such copyrighted material is secured.

(3) The contractor agrees to report to the 
Commission, promptly and in reasonable 
written detail, any notice or claim of copy­
right infringement received by the con­
tractor with respect to any material delivered 
under this contract.

(f ) If the circumstances warrant spe­
cial arrangements, such arrangements 
should be reviewed at the time of nego­
tiation, or if proposed during the course 
of the contract, at the time of proposal 
with the Managers of Field Offices and 
with the Assistant General Counsel for 
Patents.
§ 9—9.5104 Copyright indemnification 

of Government.
There may be certain circumstances 

under which it is appropriate for the 
contractor to indemnify the Government 
as respects any copyright infringement. 
This would be particularly true in con­
nection with contracts where translation 
or jireparation of articles, books or other 
copyrighted material is one of the im­
portant aspects of the contract. In such 
event the following provision is suggested 
for incorporation:

Except as otherwise provided, the contrac­
tor agrees to indemnify the Government,, its 
officers, agents, servants, and employees 
against liability, Including costs and ex­
penses, for the infringement of any copyright 
in any work protected under the copyright 
laws of the United States arising out of the 
performance of this contract, including the 
reproduction, translation, publication or use 
of any such copyrighted material.

§ 9—9.5105 Government authorization 
and consent.

There may be special situations where 
the Government specifically directs a 
contractor to perform certain work which 
might constitute infringement of copy­
rights. If, for example, the Government 
requests a specific reproduction of a for­
eign work when it cannot be ascertained 
that there is a valid copyright, and the 
Government desires to avoid delay that 
would be caused by making sure, the 
Government would authorize and con­
sent to the use of such possibly copy­
righted material. However, it is felt that 
the matter of such authorization or con­
sent by the Government should arise only 
in unusual cases. In such circumstances 
the following authorization and consent 
article is suggested for use:

The Government hereby grants its au­
thorization and consent to use (specifically 
identified subject matter) in the course of 
the work to be performed by'the contractor 
under this contract.

As the exclusive remedy for the use by 
the contractor under the foregoing au­
thorization and consent is against the 
Government, it should be accorded only 
insofar as it is necessary for the contrac­
tor to perform the contract. It is not 
deemed an authorization and consent to 
the contractor to use for purposes other

than fulfillment of the contract. In such 
instances, to assure that the contractor 
appreciates the limits of the authoriza­
tion, the following may be added at the 
end:

Except for the foregoing authorization and 
consent, any liability arising from infringe­
ment of any copyrighted work protected 
under the copyright laws of the United States 
resulting from contractor’s performance of 
the contract, the contractor agrees to in­
demnify the Government, its officers, agents, 
servants and employees against liability for 
infringement of any such copyright.

§ 9—9.5106 Copyrights in motion pic-
fares*

In all contracts for motion pictures or 
for the production of motion pictures or 
the preparation of motion picture scripts, 
translations, adaptations, and the like, 
the following article shall be included: 

Copyrights
(a) The contractor agrees that all ma­

terial forming the subject matter of this 
contract and first produced in the perform­
ance of this contract shall be the sole prop­
erty of the Government, and may not be 
published or reproduced, in whole or in part, 
or in any manner or form, other than by the 
Government or with its express consent. The 
contractor further agrees that no right at 
common law or inequity shall be asserted and 
no claim to copyright by statute shall be 
established by the contractor in any material 
first produced in the performance of this 
contract.

(b ) The contractor agrees to grant and 
does hereby grant to the Government a 
royalty-free, nonexclusive and irrevocable 
license ( 1) to publish, translate, reproduce, 
use, and dispose of, in any manner, any and 
all copyrighted or copyrightable material not 
first produced or composed in the perform­
ance of this contract but which is incor­
porated in the material furnished under the 
contract; and (2) to authorize others so 
to do.

(c) The contractor agrees to indemnify 
and save and hold harmless the Government, 
its officers, agents and employees acting with­
in the scope of their official duties against 
any liability, including costs and expenses, 
( 1) for violation of copyright or any other 
proprietary rights, arising out of the repro­
duction, use or disposition of any copyrighted 
or copyrightable material furnished under 
this contract, or (2) based upon any libel­
ous or other unlawful matter contained in 
said material.

PART 9-10— BONDS AND 
INSURANCE

Sec.
9-10.000 Scope of part.

9-10.102
Subpart 9—10.1 — Bonds 

Definitions.
9-10.102-50 Fidelity bond.
9-10.103 Bid guarantees.
9-10.103-1 Policy on use.
9-10.104 Performance bonds.
9-10.104-1 Construction contracts.

con-9-10.104-2 Other than construction

9-10.105
tracts.

Payment bonds.
9-10.105-1 Construction contracts.
9-10.105-2 Other than construction con-

9-10.150
tracts.

Fidelity bonds.
9-10.151 Execution and administrate

9-10.152
of bonds. 

Contract articles.
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Subpart 9-10.2— Sureties on Bonds 
See.
9-10.250 Corporate co-sureties.
9-10.251 Partnerships as sureties.
9-10.252 Substitution or replacement of

a surety.

Subpart 9 -10 .3— Insurance
9-10.350 [Reserved]
9-10.351 Contract article.

Authority : The provisions of this Part 
9-10 issued under sec. 161 of the Atonic  
Energy Act of 1954, as amended, 68 Stat. 948, 
42 U.S.C. 2201; sec. 205 of the Federal Prop­
erty and Administrative Services Act of 1949, 
as amended, 63 Stat. 390,40 U.S.C. 486.

§ 9-10.000 Scope o f part.
(a) This part implements and supple­

ments the requirements on bonds and in­
surance set forth in FPR Part 1-10.

(b) The provisions of FPR 1-10.104-1 
and 1-10.105-1, and the corresponding 
AECPR’s, apply to construction subcon­
tracts in excess of $2,000 awarded by 
cost-type contractors.

(c) The other policies and procedures 
of FPR Part 1-10 and Part 9-10 shall 
be applied to other types of procurement 
by cost-type contractors.

Subpart 9—10.1— Bonds 
§ 9—10.102 Definitions.
§ 9-10.102—50 Fidelity bonds.

A blanket fidelity bond is a bond un­
der which the obligor agrees to indem­
nify an employer up to an amount stated 
in the bond for losses caused by dishon­
esty on the part of all employees except 
those expressly excluded by written en­
dorsement on the bond. A blanket posi­
tion fidelity bond affords the employer 
such protection with respect to all posi­
tions except those expressly excluded by 
written endorsement on the bond. An in­
dividual fidelity bond affords the em­
ployer such protection with respect to a 
named individual, and a schedule fidelity 
bond protects the employer against the 
dishonesty of any employee or employ­
ees included in a schedule of named 
individuals.
§ 9-10.103 Bid guarantees.
§ 9-10.103—1 Policy on use.

(a) In addition to the restrictions on 
use of bid guarantees in FPR 1-10.103-1
(a), a bid guarantee may be required 
only for lump-sum or unit-price con­
tracts entered into as a result of formal 
advertising, and may not be required for 
negotiated contracts. However, a bid 
guarantee may be required for a lump­
sum or a unit-price construction subcon­
tract under a prime cost-type contract 
when the subcontract is entered into 
under procedures similar to formal 
advertising.

§ 9—10.104 Performance bonds.

ni*v?r 0̂rmanoe bonds shall not be fur­
nished at Government expense in con- 

with AEC cost-type contracts 
nd cost-type subcontracts.
 ̂9-10.104--1 Construction contracts.
A performance bond on Standard 
rm 25 (modified to name the AEC 

pnme cost-type contractor as well as

the United States of America as obligees) 
shall be required for all lump-sum and 
unit-price construction subcontracts in 
excess of $2,000 where the subcontracts 
are under cost-type prime contracts (or 
under cost-type subcontracts under cost- 
type prime contracts). The penal 
amounts should be as set forth in FPR  
1-10.104-1 (b ).
§ 9—10.104—2 Other than construction 

contracts.
Situations in addition to those listed 

in FPR 1-10.104-2 (b) which may war­
rant requiring a performance bond are:

(a ) Where doubt exists as to the fi­
nancial or technical ability of all possible 
suppliers.

(b) Where the contractor’s talent is 
overly concentrated in a few key per­
sonnel whose illness or departure could 
seriously impair the contractor’s ability 
to perform the proposed work.

(c) Where other commitments of the 
contractor might delay performance.

(d) Where performance of the pro­
posed work might disrupt other opera­
tions of the contractor and impair its 
overall efficiency.

(e) Where the item being manufac­
tured is a component for another article 
and is required by a particular date in 
order to avoid delay in delivery of the 
end product.
§ 9—10.105 Payment bonds.

Payment bonds shall not be furnished 
at Government expense in connection 
with cost-type contracts and cost-type 
subcontracts.
§ 9—10.105—1 Construction contracts.

A payment bond on Standard Form 
25A (modified to name the AEC prime 
cost-type contractor as well as the United 
States of America as obligees) shall be 
required for all lump-sum and unit-price 
construction subcontracts in excess of 
$2,000 where the subcontracts are under 
cost-type prime contracts (or under cost- 
type subcontracts under cost-type prime 
contracts). The penal amounts should 
be as set forth in FPR 1-10.105-1 (b ).
§ 9—10.105—2 Other than construction 

contracts.
Determinations that it is in the best 

interest of the Government to require 
payment bonds in connection with other 
than construction contracts may be made 
by the contracting officer on individual 
procurements. In the case of either ad­
vertised or negotiated procurements,' 
whenever the contracting officer has 
reason to believe that work under a 
proposed contract might be delayed be­
cause of the concern of subcontractors or 
suppliers over the credit standing of a 
potential prime contractor, he should 
consider the advisability of requiring a 
payment bond.
§ 9—10.150 Fidelity bonds.

Basic policy. Fidelity bonds shall not 
be required in connection \rith fixed- 
price contracts. Under cost-type con­
tracts as a general rule, fidelity bonds 
should not be recommended by contract­
ing officers for approval even though 
under the terms of a particular contract

or subcontract losses normally covered 
by such bonds might fall upon the 
Government.
§ 9—10.151 Execution and administra­

tion of bonds.
(a) Bid bonds. In the case of prime 

actions, prior to award of a contract the 
contracting officer shall obtain review 
of the bid bond furnished with the suc­
cessful bid (1) as to legal form and suffi­
ciency by counsel, and (2) as to accept­
ability of the surety by the local AEC 
insurance representative. In the case of 
construction subcontract actions, prior 
to award ofta subcontract the contract­
ing officer or, with his approval, the cost- 
type contractor shall obtain review of the 
bid bond furnished with the successful 
bid, (3) as to legal form and sufficiency, 
and (4) as to acceptability of the surety 
and adequacy of the bond.

(b) Performance and payment bonds. 
In the case of prime actions, the con­
tracting officer shall obtain review of 
such bonds (1) as to legal form and 
sufficiency, and (2) as to adequacy. In 
the case of construction subcontract ac­
tions, the contracting officer or, with his 
approval, the cost-type contractor (or 
cost-type subcontractor under a cost- 
type prime contractor), shall obtain 
review of such bonds (3) as to legal form 
and sufficiëncy, and (4) as to accepta­
bility of the surety and adequacy of the 
bond.
§ 9—10.152 Contract articles.

Standard contract articles pertaining 
to bonds are set forth in FPR 1-7.101-9 
and § 9-7.5006-51.
Subpart 9-10.2— Sureties on Bonds 
§ 9—10.250 Corporate co-sureties.

More than one corporate surety may 
be accepted as surety upon any recog­
nizance, stipulation, bond or undertaking 
in connection with either construction 
contracts or contracts other than con­
struction contracts, provided that in no 
case will the liability of any such co­
surety exceed the maximum penal sum 
in which the corporate surety is qualified 
to underwrite any one obligation. On 
bonds covering contracts other than con­
struction contracts, where the amount of 
the bond is greater than the underwrit­
ing limitation of the corporate surety, 
the latter may reinsure with a corpora­
tion on the acceptable list of corporate 
sureties having the required underwrit­
ing capacity. Reinsurance agreements 
are not acceptable in connection with 
construction contracts. Corporate co­
sureties need not obligate themselves for 
the full amount of the bond. Each cor­
porate surety may, by setting forth the 
limit of its liability in the bond as a 
definite and specified sum, limit such 
liability. The co-sureties must, however, 
bind themselves “jointly and severally” 
for the purpose of allowing a joint action 
or actions against any or all of them.
§ 9—10.251 Partnerships as sureties.

A partnership or other unincorporated 
association, as such, shall not be ac­
cepted as a surety. The individual mem­
bers of the partnership or association
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may, of course, qualify as sureties, pro­
vided they meet the requirements set 
forth in F P R  1-10.203. Individual mem­
bers of a partnership or association shall 
not, however, be acceptable as sureties on 
bonds under which the partnership or 
association, or any co-partner or member 
thereof, is the principal obligor.
§ 9—10.252 Substitution or replacement 

of a surety.
In case of financial embarrassment, 

failure or other disqualifying cause on 
the part of a surety under a bond, the 
contracting officer shall require the sub­
stitution of a new surety satisfactory 
to him.

Subpart 9—10.3— Insurance 
§ 9—10.350 [Reserved]
§ 9—10.351 Contract article.

The contract article pertaining to in­
surance is set forth in § 9-7.5006-51.

PART 9-11— FEDERAL, STATE, AND 
LOCAL TAXES

Subpart 9—11.2— Exemptions From Federal Excise 
Taxes

Sec.
9-11.203 Supplies and services for the exclu­

sive use of the United States.

Subpart 9—11.3— State and Local Taxes 
9-11.350 Policy.

Subpart 9—11.4— Contract Clauses 
9-11.450 Cost-type contracts.
9—11.451 Purchase orders and subcontracts 

under cost-type contracts. 
9-11.452 Cost-type contract clause.

A u t h o r i t y : The provisions of this Part 
9-11 issued under sec. 161 of the Atomic 
Knergy Act of 1954, as amended, 68 Stat. 948, 
42 U.S.C. 2201; sec. 205 of the Federal Prop­
erty and Administrative Services Act of 1949, 
as amended, 63̂  Stat. 390, 40 U.S.C. 486.

Subpart 9—11.2— Exemptions From 
Federal Excise Taxes

§ 9—11.203 Supplies and services for the 
exclusive use o f the United States.

(a ) The exemption respecting taxes 
on communication services or facilities 
has been held to extend to such services 
when furnished to AEC cost-type con­
tractors who pay for such services or 
facilities from advances made to them by 
the AEC under their contracts.

(b) Additional exemptions: Where it 
is considered that a request for an addi­
tional exemption would be justified, a 
recommendation that such a request be 
made should be forwarded to the 
Controller.

(c) Exemption certificates: Where tax 
exemption certificates are required in 
connection with the foregoing taxes, the 
Manager of the Meld Office will supply 
standard Government forms on request.

Subpart 9—11.3— State and Local 
Taxes

§ 9-11.350 Policy.
It is the policy of AEC to secure those 

immunities or exemptions from State and 
local taxes to which it is entitled under 
the Federal Constitution or State laws.

In carrying out this policy, Managers of 
Meld Offices shall:

(a) Take all necessary steps to pre­
clude payment of any taxes as to which 
any of the foregoing immunities or ex­
emptions are available. Advice of counsel 
should be sought as to the availability 
of such immunities or exemptions.

(b) Procure directly and furnish to 
contractors as Government-furnished 
property, equipment, material, or services 
when, in the opinion of the Managers of 
Meld Offices:

. (1) Such direct procurement will re­
sult in substantial savings to the Govern­
ment, taking into consideration any 
additional administrative costs that may 
be involved, and

(2) Such direct procurement will not 
have a substantial adverse effect on the 
relationship between AEC and its con­
tractor, and

(3) Such direct procurement will not 
have a substantial adverse effect on the 
AEC program or schedules.

Subpart 9—11.4— Contract Clauses 
§ 9 —11.450 Cost-type contracts.

Contracting officers should include an 
appropriate contract clause in AEC cost- 
type contracts (and cost-type subcon­
tracts where the higher-tier contracts 
and subcontracts are cost-type) which 
would require that the contractor take 
certain actions with regard to nonpay­
ment, payment, protest, or other treat­
ment of specific taxes.
§ 9—11.451 Purchase orders and subcon­

tracts under cost-type contracts.
(a ) Contracting officers should assure 

that tax matters are appropriately 
treated in their review and approval of 
a cost-type contractor’s procurement 
methods and system and in their review 
and approval of purchase order and sub­
contract forms as well as individual 
procurements by such contractor. An ap­
propriate tax article should be included 
in all fixed-price purchase orders and 
subcontracts under cost-type contracts. 
Examples are set forth in FPR 1-11.401-1 
and 1-11.401-2. For cost-type subcon­
tracts, the clause in § 9-11.452 should be 
utilized (with appropriate adaptations).

(b) Contracting officers should also 
assure that fixed-price subcontracts and 
purchase orders of cost-type contractors 
contain provisions covering all tax mat­
ters which may require special considera­
tion (see FPR 1-11.401-4).
§ 9 —11.452 Cost-type contract clause.

The following clause is suggested for 
use in cost-type contracts:

S t a t e  a n d  L o c a l  T a x e s

(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, any transaction 
thereunder, or property in the custody or 
control of the Contractor and constituting 
an allowable item of cost if due and payable, 
but which the Contractor has reason to be­
lieve', or the Commission has advised the 
Contractor, is or may be inapplicable or

invalid; 1 and the Contractor further agrees 
to refrain from paying any such tax, fee, or 
charge unless authorized in writing by the 
Commission. Any State or local tax, fee, or 
charge paid with the approval of the Com­
mission or on the basis of advice from the 
Commission that such tax, fee, or charge is 
applicable and valid, and which would other­
wise be an allowable item of cost, shall not 
be disallowed as an item of cost by reason of 
any subsequent ruling or determination that 
such tax, fee, or charge was in fact inapplica­
ble or invalid.

(b ) The Contractor agrees to take such 
action as may be required or approved by 
the Commission to cause any State or local 
tax, fee, or charge which would be an allow­
able cost to be paid under protest; and to 
take such action as may be required or 
approved by the Commission to seek recovery 
of any payments made, including assignment 
to the Government 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. I f  the Com­
mission 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 has refrained from paying in 
accordance with this article, the procedures 
and requirements of the article entitled “Liti­
gation and Claims” shall apply and the costs 
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 Con­
tractor harmless from penalties and interest 
incurred through compliance with this arti­
cle. All recoveries or credits in respect of the 
foregoing taxes, fees, and charges (including 
interest) shall inure to and be for the sole 
benefit of the Government.

PART 9-12— LABOR
Sec.
9—12.000 Scope of part.

Subpart 9—12.1— Basic Labor Policies
9-12.100
9-12.101

9-12.102

9-12.102-4
9-12.103

9-12.103-50
9-12.103-51

General.
Labor relations (contractor per­

sonnel management and labor 
relations).

Overtime, extra-pay shifts, and 
multi-shift work.

Approvals. s
Federal and State labor require­

ments.
Applicability.
Retention of payroll and asso­

ciated records.

Subpart 9—12.2— Convict Labor
9-12.202 Applicability.

Subpart 9—12.3— Contract Work Hours Standards 
Act

9-12.302 Applicability.

Subpart 9—12.4— Labor Standards in Construction 
Contracts

9-12.400 Scope of subpart.
9-12.401 Statutory and regulatory re­

quirements.
9—12.401-50 Department of Labor approval.
9-12.402 Applicability.
9-12.402—50 General.

1 Requirement for notice may be broadened 
to include all State and local taxes which may 
be claimed as allowable costs when considered 
to be appropriate.

FEDERAL REGISTER, VOL. 34, NO. 186— SATURDAY, SEPTEMBER 27, 1969



RULES AND REGULATIONS 15179

9-12.402-51

9-12.402-52

9-12.403
9-12.403-50

9-12.404

9-12.404-2
9-12.404-50

9-12.404-51
9-12.450

9-12.450-1
9-12.450-2

Noncoverage (Davis-Bacon and 
Copeland Acts).

Administrative controls and 
criteria for application of Da- 
vis-Bacon Act in operational 
or maintenance activities.

Contract clauses.
Special clause for “operating 

type” contracts.
Administration and enforce­

ment.
Wage determinations.
Use and duration of wage de­

terminations.
Responsibilities.
Decisions and other guides in  

difficult areas.
General.
Specific examples.

Subpart 9—12.6— Walsh-Healey Public Contracts 
Act

9-12.602 Applicability.
9-12.602-3 Department of Labor regula­

tions and Interpretations. 
9-12.650 Safety and health standards.

Subpart 9—12.7—  [Reserved]
Subpart 9—12.8— Equal Opportunity in 

Employment
9-12.800 Scope of subpart.
9-12.805 Administration.
9-12.805-1 Duties of agencies.
9-12.805-50 Preaward procedure for for­

mally advertised supply con­
tracts of $1 million or more.

9-12.805-51 Preaward contract actions—  
nonexempt contracts.

9-12.810 Affirmative action compliance 
programs.

9-12.810-50 Definitions.

Subpart 9—12.9— Service Contract Act of 1965
9-12.902 Applicability.
9-12.904 Contract clauses.
9-12.904-1 Clause for Federal service con­

tracts in excess of $2,500.
9-12.904-2 Clause for Federal service con­

tracts not exceeding $2,500.

Subpart 9—12.50— [Reserved!
Subpart 9—12.51— Special Considerations

9-12.5100 Scope of subpart.
9-12.5101 General.
9-12.5102 Steps preliminary to the staff­

ing of new cost-type projects.
9-12.5103 Role of projects contractor 

management in collective 
bargaining.

9-12.5104 Role of the AEC in construction 
labor relations.

9-12.5105 Initial wage rates.
9-12.5106 Adjustments in compensation 

cost-type contracts.
9-12.5107 National Joint Board for the 

Settlement of Jurisdictional 
Disputes in the Building and 
Construction Industry.

9-12.5108 Specific responsibilities.
-12.5109 Responsibility of the Director, 

Division of Labor Relations.

Subport 9—12.52— Unemployment Compensation
9-12.5200 S co p e  o f  s u b p a r t .

12.5201 Policies and requirements.
9-12.5201-1 General.
-  2.5201-2 Contractors exempt from State 

laws.

Subpart 9—12.53— Workmen's Compensation 
Insurance

9—i o'rq00 Sc°Pe of subpart.
Policies and requirements.

a llo c«01-1 ^ e r a l .  .
.5301-2 Special requirements.

Sec.
9-12.5301-3

9-12.5302
9-12.5302-1
9-12.5302-2

9-12.5302-3

Contractor employees’ benefit 
plan— self-insurers.

Assignment of responsibilities.
General.
Responsibility of Managers of 

Field Offices.
Responsibilities of the Director, 

Division of Labor Relations 
and Controller, Headquarters.

Subpart 9—12.54— Conduct of Employees and 
Consultants of AEC Cost-Type Contractors aiid
Certain Other Contractors

9-12.5400
9-12.5401
9-12.5402
9-12.5403
9-12.5404

9-12.5405

9-12.5406

9-12.5407

Scope of subpart.
Applicability.
Gratuities.
Use of privileged information.
Outside employment of con­

tractor employees.
Information statement con­

cerning consultant or other 
employment service.

Allowable and unallowable 
costs.

Incompatibility between regu­
lar duties and private inter­
ests.

Authority : The provisions of this Part 9- 
12 issued under sec. 161 of the Atomic En­
ergy Act of 1954, as amended, 68 Stat. 948, 
42 U.S.C. 2201; sec. 205 of the Federal Prop­
erty and Administrative Services Act of 1949, 
as amended, 63 Stat. 390, 40 U.S.G. 486.

§ 9—12.000 . Scope of part.
(a) This part implements and supple­

ments FPR Part 1-12.
(b) The AECPR provisions referenced 

below pertain to cost-type contractor 
procurement: 9-12.102, 9-12.202, 9-12.- 
302, 9-12.400, 9-12.602, 9-12.800, and 
9-12.902.

Subpart 9-12.1— Basic Labor Policies
§ 9—12.100 General.

(a) The policies and procedures stated 
in FPR Subpart 1-12.1 are recommenda­
tory and for guidance of Federal agen­
cies and provide that problems arising 
out of contractor labor relations shall be 
handled in accordance with agency pro­
cedures. Except as provided herein, con­
tracting officers shall, in appropriate cir­
cumstances, follow the guidance in FPR  
Subpart 1-12.1.

(b) Contracting officers shall apply 
the principles and policies set forth in 
§ 9-12.101 and Subpart 9-12.51 in lieu of 
or in modification of FPR 1-12.101 to 
cost-type contractors responsible for the 
management/operation of Government- 
owned and/or controlled sites and facili­
ties; certain cost-type construction and 
architect-engineer contracts; and such 
other contracts to which these principles 
and policies are deemed appropriate by 
the Commission and which may be ap­
plied pursuant to the contractual condi­
tions of such contract.
§ 9—12.L01 Labor relations (contractor 

personnel management and labor re­
lations).

The extent of Government ownership 
of the nation’s atomic energy plant and 
materials, and the overriding concerns 
of national defense and security, impose 
special conditions on personnel and labor 
relations in the atomic energy program; 
namely, continuity of vital operations at

AEC installations must be assured; the 
AEC must retain absolute authority on 
all questions of security; the AEC reviews 
labor expenses under cost-type contracts 
as a part of its responsibility for assuring 
judicious expenditure of public funds. It 
is the intent of AEC, despite these limita­
tions, that personnel and labor policies 
throughout the atomic energy program 
should reflect the best experience of 
American industry in aiming to achieve 
the type of stable, democratic labor- 
management relationships which the 
Commission considers are essential to the 
proper development of the atomic energy 
program in the national interest. The 
Commission believes that this purpose 
will be served best by making broad as­
signments of authority and responsibility 
in the field of personnel management to 
its contractors, enabling contractors and 
their employees to conduct their employ­
ment relationships with maximum free­
dom from interference by the Govern­
ment. It looks forward to the coopera­
tion. and understanding of contractor 
managements and labor unions in mak­
ing good the spirit and goals of this pol­
icy statement in their relationships with 
each other and with the AEC on the con­
tract work. The following is intended as 
an enunciation of the basic principles 
upon which AEC policy is founded:

(a) Employment standards. (1) Con­
tractors are expected to bring experi­
enced, proven personnel from then- 
private operations to staff key positions 
on the contract work and to recruit other 
well-qualified personnel as needed, and 
such personnel should be employed and 
treated dining employment without dis­
crimination by reason of sex, age, or 
handicap. Contractors shall take affirm­
ative action to insure that applicants are 
employed, and that employees are treat­
ed during employment, without regard 
to their race, color, religion, sex, or na­
tional origin.

(2) The job qualifications and suita­
bility of prospective employees should be 
established by the contractor prior to 
employment by careful personnel inves­
tigations. Where a security clearance 
will be required, the applicant’s suita­
bility must be established before a re­
quest is made to the AEC for his security 
clearance.

(3) The contractor is responsible for 
maintaining satisfactory standards of 
employee qualifications, performance, 
conduct, and business ethics under his 
own personnel policies.

(b) Security. (1) The Atomic Energy 
Commission’s responsibilities for the se­
curity of the atomic energy program will 
be carried out in a manner consistent 
with traditional American concepts of 
justice.

(2) On all matters of security at its 
installations the AEC retains absolute 
authority and neither the security rules 
nor their administration are matters for 
collective bargaining between manage­
ment and labor. Insofar as AEC security 
regulations affect the collective bargain­
ing process, the security policies and reg­
ulations will be made known to both^ 
parties. To the fullest extent feasible,
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the AEC will consult with representatives 
of management and labor in formulating 
security rules and regulations that affect 
the collective bargaining process.

(3) Loyalty to the United States is re­
quired of all participants in the atomic 
energy program, including those mem­
bers and representatives of labor organi­
zations who exercise authority over bar­
gaining units of employees engaged on 
classified work.

(c) Wages, salaries, and employee 
benefits. (1) Wages, salaries, and em­
ployee benefits on cost-type contracts 
shall be administered in a manner de­
signed to adapt normal industry or uni­
versity practices and conditions to the 
contract work and to provide for appro­
priate review by AEC. Area practices, 
valid patterns, and well-established com­
mercial or academic practices of the 
contractors, as appropriate, form the 
criteria for the establishment and ad­
justment of compensation schedules.

(2) It is recognized that these criteria 
may permit a range of reasonable posi­
tions in any given collective bargaining 
situation. However, the aspects of wages, 
hours, and working conditions which are 
the substance of collective bargaining in 
normal organized industries will be left 
to the orderly and peaceful processes of 
negotiation and agreement between AEC 
contractor managements and employee 
representatives with maximum possible 
freedom from Government interference.

(d) Employee relations. (1) The han­
dling of employee relations on contract 
work, including such matters as the con­
duct and discipline of the work force and 
the handling of employee grievances, is 
part of the normal management respon­
sibility of the contractor.

(2) The AEC looks to contractors, in 
their personnel policies, to provide em­
ployees basic guarantees of fair treat­
ment in their relationships with project 
management.

(e) Collective bargaining. (1) The 
AEC desires that collective bargaining in 
the atomic energy program be carried 
on insofar as possible under the arrange­
ments normally found in American in­
dustry. Management and labor in all 
Government-owned, privately operated, 
atomic energy installations are expected 
wholeheartedly to accept a special re­
sponsibility to seek in every way by vol­
untary procedures and mutual agree­
ment the peaceful and orderly settlement 
of all disputes.

(2) AEC review of collective bargain­
ing practices will be premised on the 
view that management’s trusteeship for 
the operation of the Government facil­
ities includes the duty to adopt practices 
which are* fundamental to the friendly 
adjustment of disputes, and which ex­
perience has shown promote orderly col­
lective bargaining relationships. Prac­
tices inconsistent with this view may be 
objected to if not found to be otherwise 
clearly warranted.

(3) In line with the policy of assuring 
continuity of operation of vital facilities, 
all collective bargaining agreements 
at Government-owned atomic energy

installations should provide that griev­
ances and disputes involving the in­
terpretation or application of the 
agreement will be settled without resort 
to strike, lockout, or other interruption 
to normal operations. For this purpose 
each collective bargaining agreement 
should provide an effective grievance 
procedure with arbitration as its final 
step, unless the parties mutually agree 
upon some other method of assuring 
continuity of operations for the term of 
the agreement.

(4) The AEC expects its contractors 
and the unions representing contractor 
employees to cooperate fully with the 
Federal Mediation and Conciliation 
Service and the Atomic Energy Labor- 
Management Relations Panel which has 
been established by the President, and 
which, in the event of failure of the 
parties to resolve their differences by 
negotiation, may intervene in the inter­
est of furthering the peaceful processes 
of collective bargaining and of assuring 
essential continuity of operations.

(f ) Personnel training. The AEC en­
courages and supports personnel training 
programs aimed at improving work 
efficiency or developing needed skills 
which are not otherwise obtainable. AEC 
also encourages participation by its con­
struction contractors in building trades 
apprenticeship programs under Federal, 
State and local apprenticeship standards.

(g) Working conditions. Accident, fire, 
health and occupational hazards associ­
ated with AEC activities will be held to 
a practical minimum level and controlled 
in the interest of maintenance of health 
and prevention of accidents. To this end, 
contractors are required to maintain 
comprehensive continuous preventive 
and protective programs appropriate to 
the particular activities throughout all 
operations subject to AEC control. Ap­
propriate financial protection in case of 
occupational disability will be provided 
employees on AEC projects.
§ 9—12.102 Overtime, extra-pay shifts, 

and multishift work.
The provisions' of FPR 1-12.102 and 

this section shall be applied to cost-type 
contractor procurement.
§ 9—12.102—4 Approvals.

(a ) Where the cost to the Government 
may be affected, approval of hours of 
work in excess of the normal workweek is 
justified only in those instances and for 
those employees when it can be shown 
that overtime would provide needed and 
demonstrable impetus to the accomplish­
ment of AEC objectives and that all 
other means of meeting these needs have 
been considered and found inadequate or 
not feasible. Accordingly, in connection 
with cost-type contracts, Managers of 
Field Offices shall:

(1) Establish controls to prevent ex­
cessive casual overtime and to assure 
that such overtime work is in the best 
interests of the Government. By casual 
overtime is meant (i) work in excess of 
the normal workweek (on in excess of 
an approved extended workweek) which 
cannot be regularly scheduled in ad­

vance, or (ii) regularly scheduled work 
in excess of the normal workweek for a 
period of 4 Consecutive weeks or less.

(2) Require contractors to seek AEC 
approval of any proposed extended work­
week schedule. By extended workweek is 
meant a workweek regularly scheduled 
and established in excess of the normal 
workweek for a period in excess of 4 
consecutive weeks.

(3) Require contractors to seek AEC 
approval after the start of an extended 
workweek in justified instances where, 
due to an emergency or other unfore­
seen conditions, prior authorization was 
not feasible.
§ 9—12.103 Federal and State labor re­

quirements.
§ 9—12.103—50 Applicability.

The labor requirements referred to in 
FPR 1-12.103 specifically include Fed­
eral and State programs consistent with 
the AEC policy of nondiscrimination in 
employment set forth in § 9-12.101.
§ 9—12.103—51 Retention of payroll and 

associated records.
Under certain cost-type contracts for 

the management and operation of AEC 
facilities, for the construction of major 
facilities, and for necessary miscellane­
ous construction incidental to the func­
tion of these facilities, the title to payroll 
and associated records is in the Govern­
ment and such records are disposed of in 
accordance with AEC directions. For 
such contracts, the Solicitor of Labor has 
granted a tolerance from the Department 
of Labor Regulations to omit from the 
prescribed labor clauses the requirement 
for the retention of payrolls and asso­
ciated records for a period of 3 years 
after completion of the contract. Under 
this tolerance, the records retention re­
quirements for all labor clauses in the 
contract and the Fair Labor Standards 
Act is satisfied by disposal of such rec­
ords in accordance with AEC directives,

Subpart 9-12.2— Convict Labor 
§ 9—12.202 “"Applicability.

The provisions of FPR Subpart 1-12.2 
apply to cost-type contractor procure­
ment.

Subpart 9-12,3— Contract Work Hours 
Standards Act (Other Than Con­
struction Contracts)

§ 9—12.302 Applicability.
The requirements of FPR Subpart 

1-12.3 apply to cost-type contractor pro­
curement to the same extent and under 
the same conditions such requirements 
apply to direct procurement. Paragraph
(c) of the clause in FPR 1-12.303 should 
be revised to provide for the withholding 
of moneys from the subcontractor by the 
prime contractor as directed by the con­
tracting officer.
Subpart 9—12.4— Labor Standards in 

Construction Contracts
§ 9—12.400 Scope o f subpart.

(a ) This-Subpart 9-12.4 serves to im­
plement and supplement FPR Subpart
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1-12.4, Labor Standards in Construction 
Contracts.

(b) The provisions of FPR Subpart 
1-12.4 and this subpart shall be followed 
in determining whether cost-type con­
tractor procurement actions involve cov­
ered work under the Davis-Bacon Act 
and such provisions apply to those pro­
curement transactions which are deter­
mined by the contracting officer to be 
subject to that Act.
§9-12.401 Statutory and regulatory re­

quirements.
§ 9-12.401—50 Department of Labor ap­

proval.
The Department of Labor has previ­

ously reviewed and approved the criteria, 
standards, and guides set forth in 
§§ 9-12.402, 9-12.450 and 9-12.404-2 and 
the contract clause in § 9-12.403-50.
§ 9-12.402 Applicability.

§9-12.402-50 General.
The requirements set forth in FPR  

1-12.401 apply to construction contracts. 
Although the statutes therein referenced 
do not contain definitions, the Secretary 
of Labor’s regulations in 29 CFR 5.2 in­
clude definitions of “contract,” “build­
ing,” “work,” “construction,” “prosecu­
tion,” “completion,” “repair,” “public 
building,” and “public work.” In gen­
eral, contracts are classifiable as being 
covered by the statutes when per­
formance by the contractor consists 
substantially of the erection or as­
sembly of new plants (including lab­
oratory or other buildings or works), or 
the alteration and/or repair, including 
painting and decorating, of new or exist­
ing plants. The fact that certain con­
tracts may be entered into without re­
gard to general statutory requirements 
as to advertising for bids or proposals, 
or upon a cost-type basis or otherwise, is 
not determinative in the classification 
of such contracts, activities, construction 
projects, or other work or services per­
formed thereunder.
§ 9-12.402-51 N o n co v e r ag e  (Davis- 

Bacon and Copeland Acts).
(a) The requirements set forth in 

FPR Subpart 1-12.4 in respect to the 
Davis-Bacon and Copeland Acts do not 
apply to the following:

(1) Contracts, regardless of their na­
ture, not in excess of $2,000. (Does not 
apply to the Copeland Act.) However, no 
item of work the cost of which is esti­
mated to be in excess of $2,000 shall be 
to nftially divided into portions less than 
K000 for the purpose of avoiding' the 
applicability of the Davis-Bacon Act.

Contracts for furnishing supplies 
and equipment, including installation, 
. . installation requires only an 

cidental amount of work (as defined in 
Paragraph (c) of this section) that would 
ait en?!se ke considered construction, 
hntM- on and/or repair of a public 
maung or work. (See § 9-12.450-2 (g ) .) 

fpiiQ Contracts for servicing or main- 
N „^ ce y ork in an existing plant, in- 

installation or movement of 
cnmery or other equipment, and plant

rearrangement, which involve only an 
incidental amount of work (as defined in 
paragraph (c) of this section) that would 
otherwise be considered construction, 
alteration and/or repair. (See § 9-12.450-
2(g).)

(4) Contracts for operational or main­
tenance activities (e.g., production, re­
search and development, or community 
services, as distinguished from contracts 
for construction). In general, these are 
contracts where performance by the con­
tractor consists primarily of the utiliza­
tion of existing facilities and the services 
of personnel to produce materials, con­
duct research and development, or pro­
vide community-type services, and of the 
use of or maintenance of plant. How­
ever, the classification of a contract as a 
contract for operational or maintenance 
activities does not necessarily mean that 
all work and activities at the contract 
location are not covered, since it may be 
necessary to separate out work which 
should be classified as covered. (See 
§ 9-12.402-52.) As used in connection 
with “operational activities,” the term 
“produce” means to manufacture, make, 
or refine special nuclear or other ma­
terial: to separate material from other 
substances in which it is contained; or to 
make new material. The term “materials” 
includes supplies, articles, or equipment; 
the term “research and development” 
means the same as defined in the Atomic 
Energy Act of 1954, as amended.

(5) Contracts to be performed outside 
the States and the District of Columbia. 
(Does not apply to the Copeland Act.)

(6) Contracts for demolition, except 
when indispensable and preliminary to 
scheduled new construction.

(7) Contracts with a State or political 
subdivision thereof (although the re-, 
quirements do apply, and the contract 
must so provide, to a subcontract there­
under with a private person or firm 
which involves the construction, altera­
tion, and/or repair of public buildings or 
public works).

(8) Contracts with railroads for con­
struction services to the extent that the 
services are performed by railroad em­
ployees covered by the Railway Labor 
Act.

(b) It should be noted, however, that 
the requirements do apply to work per­
formed by laborers and mechanics em­
ployed by a construction contractor or 
subcontractor at the site of the work 
under a contract for the construction, 
alteration and/or repair, including paint­
ing and decorating of public buildings or 
public works, which is otherwise subject 
to these Acts whether or not such work 
would be covered if it were a separate 
contract.

(c) As used in paragraph (a ) (2) and
(3) of this section, “an incidental amount 
of work” is defined to mean work directly 
related to the installation, movement or 
rearrangement of equipment or ma­
chinery, relatively small in amount, and 
which does not include changes in a 
facility affecting its architectural or 
structural strength, stability, safety, size, 
or function as a public work. (See 
§ 9-12.450-2(g) (3 ).)

§ 9—12.402—52 Administrative controls 
and criteria for application o f the 
Davis-Bacon Act in operational or 
maintenance activities.

(a ) Particular contracts or work items 
falling within one or more of the follow­
ing criteria normally will be classified as 
noncovered.

( 1 ) Individual work items estimated to 
cost $2,000 or less. The total dollar 
amount of the operating contract is not 
a factor to be considered and bears no 
relation to individual work items classi­
fied as construction, alteration and/or 
repair, including painting and deco­
rating. However, no item of work, the 
cost of which is estimated to be in excess 
of $2,000, shall be artificially divided into 
portions less than $2,000 for the purpose 
of avoiding the application of the Act.

(2) Work and services that are a part 
of operational and maintenance activi­
ties or which, being very closely and 
directly involved therewith, are more in 
the nature of operational activities than 
construction, alteration, and/or repair 
work. This includes work and services 
which would involve a material risk to 
continuity of operations, to life or prop­
erty, or to ABC operating requirements, 
if performed by persons other than the 
operating contractor’s regular produc­
tion and maintenance forces: Provided, 
however, That any decision that con­
tracts or work items are noncovered for 
these reasons must be made by the Man­
ager of the respective Field Office and 
the authority to make such a decision 
cannot be redelegated.

(3) Work and services, typically of a 
routine or recurring nature, the purpose 
of which is to keep facilities in a state 
of functional usefulness.

(4) Assembly, modification, setup, in­
stallation, replacement, removal, rear­
rangement, connection, testing, adjust­
ment, and calibration of machinery and 
equipment. It should be noted, however, 
that these activities are covered if they 
are part of or would be a logical part 
of a contract for the construction of a 
facility, or if construction-type work, 
other than defined as “incidental” in 
§ 9-12.402-51 (c) is involved. (Also see 
§ 9-12.450-2(g ).).

(5) Experimental development of 
equipment, processes and devices, in­
cluding assembly, fitting, installation, 
testing, reworking, and disassembly. This 
refers to equipment, processess and de­
vices which are assembled for the pur­
pose of conducting a test or experiment. 
The design may be only conceptual in 
character, and professional personnel 
responsible for the experiment partici­
pate in the assembly. Specifically ex­
cluded from the category of experimental 
development are buildings, building 
utility services, structural changes, and 
modifications to building utility serv­
ices— as distinguished from temporary 
connections thereto. Also specifically ex­
cluded from this category is equipment 
to be used for continuous testing, e.g., 
a machine to be continuously used for 
testing the tensile strength of structural 
members. (Also see § 9-12.450-2(a) and 
§ 9-12.450—2(h ).)
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(6) Experimental work in connection 
with peaceful uses of nuclear energy. 
This refers to equipment, processes and 
devices which are assembled and/or set 
in place and interconnected for the pur­
pose of conducting a test or experiment. 
The nature of the test or experiment is 
such that professional personnel respon­
sible for the test or experiment and/or 
the data to be derived therefrom neces­
sarily must participate in the assembly 
and interconnections. Specifically ex­
cluded from experimental work are 
buildings, building utility services, 
structural changes, drilling, tunneling, 
excavation, and backfilling work which 
can be performed according to cus­
tomary drawings and specifications, and 
utility services or modification to utility 
services—as distinguished from tem­
porary connections thereto. Work in this 
category may be performed in mines or 
In other locations specifically constructed 
for test or experiments. (See also 
§ 9-12.450-2(h ).)

(7) Emergency work to combat the 
effects of fire, flood, earthquake, equip­
ment failure, accident or other casual­
ties, and to restart the operational ac­
tivity following the casualty. Work which 
is not directly related to restarting the 
activity and which involves rebuilding 
or replacement of structure or structural 
components or equipment is excluded 
from this category. (See §9-12.450- 
2 (d ).)

(8) Decontamination, including wash­
ing, scrubbing, and scraping to remove 
contamination; removal of contaminated 
soil or other material; and painting or 
other resurfacing: Provided, That such 
painting or resurfacing is an integral 
part of the decontamination activity and 
does not include complete replacement 
of large sections of paved areas or 
roadways.

(9) Burial of contaminated solid waste 
or contained liquid; however, initial 
preparatory work readying the burial 
ground for use (for example, any grading 
or exacavating that is a part of initial 
site preparation, fencing, drilling wells 
for continued monitoring of contamina­
tion, construction of guard or other office 
space) is covered. Likewise, work sub­
sequent to burial which involves the 
placement of concrete or other like ac­
tivity is covered.

(b) The classification of a contract as 
a contract for operational or mainte­
nance activities does not necessarily 
mean that all work and activities at the 
contract location are classifiable as out­
side of Davis-Bacon Act coverage, since 
it may be necessary to separate out work 
which should be classified as covered. 
Therefore, Managers of Field Offices 
shall establish and maintain controls for 
the careful scrutiny of proposed work 
assignments under such a contract to 
assure that:

(1) Contractors whose contracts do 
not contemplate the performance of 
covered work with the contractor’s own 
forces are neither asked nor authorized 
to perform work within the scope of the 
Davis-Bacon Act.

(2) Where covered work is performed 
by a contractor whose contract contains
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provisions required by the Davis-Bacon 
Act, such work is performed as required 
by law and the contract. After such con­
tractor has been informed, as provided 
in subparagraph (3) of this paragraph, 
that certain work is covered work, the 
Manager’s responsibility to assure com­
pliance is the same as it would be if the 
work were being performed under a 
separate construction contract.

(3) Controls provided for above in­
clude consideration by the Manager and 
the contractor, before work is begun or 
contracted out, of the relation of the 
Davis-Bacon Act to (i) the annual pro­
graming of work, (ii) the contractor’s 
work orders, and (iii) work contracted 
out in excess of $2,000. The Manager 
may, if he concludes that it is consistent 
with AEC’s responsibilities as described 
in this section, prescribe from time to 
time classes of work as to which appli­
cability or nonapplicability of the Davis- 
Bacon Act is clear, for which he will re­
quire no further AEC determination on 
coverage in advance of the work. For all 
work, the controls to be established by the 
Manager should provide for notification 
to the operating contractor before work 
is begun as to whether such work is 
covered.
§ 9—12.403 Contract clauses.

Subcontracts subject to the Davis- 
Bacon Act under “operating type” con­
tracts (see § 9-12.403-50 below) shall in­
clude the applicable clauses in FPR  
1-12.403 with such modifications as ap­
propriate to reflect the prime-subcon­
tract relationship. Paragraph (f) of the 
clause in FPR 1-12.403-1 (a) shall be 
modified to delete reference to a prime 
contract subject to the Davis-Bacon Act.
§ 9—12.403—50 Special clause for “op­

erating type” contracts.
The following article is for use in 

prime contracts when the prime con­
tractor is to perform no covered work 
with his own forces but may procure 
construction by subcontract:

Upon request of the Commission and ac­
ceptance thereof by the contractor, the con­
tractor shall procure by subcontract the con­
struction of new facilites or the alteration 
or repair of Government-owned facilities at 
the plant. Any subcontract entered into un­
der 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, 
and/or repair, including painting and deco­
rating, of a public building or public work.

§ 9—12.404 Administration and enforce­
ment.

§ 9—12.404—2 Wage determinations.
§ 9—12.404—50 Use and duration of 

wage determinations.
In general, the Davis-Bacon Act rates 

applicable to a contract at the time it 
is awarded continue in effect during its 
term regardless of whether it is a fixed- 
price or cost-type contract. A substantial 
addition, to the scope of any contract 
properly awarded, made more than 120 
days from the date of the predetermina­
tion being used, requires a new predeter­

mination for such additional work. How­
ever, it should be noted that:

(a ) The minimum wage rates th a t  will
be paid to laborers and/or mechanics en­
gaged on jobs which are programed on 
a fiscal year or shorter basis are those 
predetermined by the Secretary of Labor 
to be prevailing as of the date the pro­
gram is approved by the AEC for per­
formance by the contractor. However, 
substantial additions to the work pro­
gramed in a fiscal year, approved by the 
AEC more than 120 days after the date 
of the predetermination being used, re­
quire a new predetermination for such 
additional work. Programed work will 
be performed by the contractor under the 
following conditions:

(1) Continuing contracts for minor or 
miscellaneous construction, alteration 
and/or repair, including painting and 
decorating;

(2) Operating contracts under which 
the operating contractor will perform 
miscellaneous covered work with his own 
forces.

(b) The minimum wage rates that will 
be paid to laborers and/or mechanics en­
gaged on subcontracts let by an operat­
ing contractor under § 9-12.403-50 will 
be those in the wage determination deci­
sion of the Secretary of Labor which is 
current as of the date the operating con­
tractor enters into such subcontract. 
(Note that a determination is not re­
quired for insertion in a prime contract 
for the performance of operational and 
maintenance activities which contains a 
clause such as set forth in § 9-12.403-50.)
§ 9—12.404—51 Responsibilities.

The statutes and regulations cited and 
summarized in FPR 1-12.401 impose 
direct responsibilities for administration 
and enforcement upon the Atomic 
Energy Commission. Therefore, Direc­
tors, Headquarters Divisions and Offices, 
and Managers of Field Offices, consistent 
with their assignments of responsibilities 
and delegations of authority, shall assure 
that AEC contract activities are carried 
out consistent with these laws and 
regulations.
§ 9—12.450 Decisions and other guides 

in difficult areas.
§9-12.450-1 General.

Section 9-12.402-52 necessarily uses 
general language, and in some cases the 
application of the criteria discussed 
therein to particular situations may not 
be clear. Therefore, this subsection covers 
more specifically some of the areas of 
particular concern to AEC and is pro* 
mulgated to clarify the application of the 
criteria.
§ 9—12.450—2 Specific examples.

The following are applications of the 
regulations to particular situations. Ad­
ditional narrative statements describing 
items of work and applicability of the 
Davis-Bacon Act will be developed from 
time to time and added to this sud- 
section.

(a) Land-based prototypes. The La­
bor Department has held that the con­
struction of a full-scale operating Pr0' 
totype of one reactor compartment ana
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of all necessary nuclear power compo­
nents and systems and propulsion equip­
ment for a submarine is covered. (See 
letters of Mar. 14, and July 5,1957, from 
Acting Solicitor of Labor to Director of 
Organization and Persqjinel, AEC, re­
garding TRITON prototype.) In another 
ship prototype situation, the Department 
has held that assembling and fitting the 
components of nuclear steam propul­
sion units into the hull sections, includ­
ing installation of the pressure vessels, 
turbogenerator sets, heat exchangers, 
control wiring, etc., is covered. (See let­
ter of Oct. 22,1956, from Solicitor of La­
bor to General Manager, AEC, regard­
ing large ship reactor land prototype.) 
A later decision involving the same pro­
totype indicates that these earlier rul­
ings should not be construed as intend­
ed to cover all equipment assemblies ir­
respective of the status of construction 
and other pertinent factors.

(b) Paving. The construction of roads, 
including grading, and their repair—  
where such repair includes work on 
roadbeds before resurfacing, building up 
shoulders, forming diitches, culverts and 
bridges, and on the actual resurfacing 
of roads—is covered. However, recurring- 
type maintenance work, such as patch­
ing surface, filling chuck holes, patching 
shoulders, and resurfacing railroad cros­
sings is noncovered. Similarly, patch and 
maintenance work on a parking lot, 
the replacement of bumper stops, and 
the repainting of parking dividers is ribn- 
covered.

(c) Stationary boilers. The construc­
tion, alteration and/or repair, including 
installation and rebuilding, of station­
ary boilers costing in excess of $2,000 for 
labor and materials is covered. In con­
trast, inspections may reveal need for 
replacement of pieces of insulation, in­
dividual tubes, or other defective parts. 
Such maintenance, necessary to keep the 
boiler in safe operating condition, is non­
covered.

(d) Startup of operating activity after 
fire or other catastrophe. Rebuilding of 
Plant following a catastrophe, such as 
replacement of structural members, roof 
trusses, walls, roof, utility services, and 
Process piping is covered. However, where 
Process equipment can be restarted 
and/or operational activities resumed 
prior to such rebuilding, the actual work 
?} startup, including preliminary activ- 
inVe'g'’ cleaninS. drying, checking, ad­
justment, temporary services, and tem- 
porary weather protection of equipment, 

* i0 such resumption of opera- 
°nal activity, is noncovered. 

cnrit Rehabilitation of facilities. By 
vtras'; ^ th  emergency services needed 

n J cestore or maintain functional useful- 
(e e aS ab?ve described, rehabilitation 

pai;n.ting> change-out, rearrange- 
ninpL^11̂  ̂ stallation of equipment, re­
ft or rePair of damaged parts of

or of building services or 
of a n°hoperable facility or
fapiifK - non°Perable portions of a 
the c+y covered. In such rehabilitation, 
e m n S S  of equipment by operating 

ffVEfcf? is noncovered.
decornH«iniinsf* Alth°ugh painting and 

tmg are specifically mentioned in

the Act, painting which is closely inte­
grated within operational and mainte­
nance activities, and such repainting as 
color coding of process lines and service 
piping (including valves and directional 
arrows), is noncovered; likewise, appli­
cation of various materials for localiz­
ing contamination, painting of machine 
tools to identify degree of contamina­
tion, preventive maintenance repainting 
of machine tools, equipment and plant 
structures is noncovered when performed 
with a stable work force employed by 
the operating contractor.

(g) Installation, rearrangement or 
adjustment of equipment. (See also 
paragraph (h ), Experimental installa­
tions, of this section.)

(1) During construction. In the con­
struction of a new facility— whether it is 
a production plant, a laboratory, or sup­
porting facilities, such as shops and 
warehouses— an integral part of a con­
struction project is the installation of 
equipment (including mechanical equip­
ment, building services, instruments, 
etc.), which permits the facility to be 
utilized for the purpose for which it was 
intended. Normally, the initial installa­
tion, arrangement, adjustment, balanc­
ing, calibration, and checking of such 
equipment is a logical part of the con­
struction contract(s) for completion of 
the facility and, whether or not included

ï within the scope of such contract(s), is 
’covered.

(2) Plant startup. At the timç of the 
turnover of an AEC facility (which fre­
quently differs in many respects from 
other facilities), from construction to 
operation activities, if the facility is 
turned over a section at a time, some 
problems of coverage may arise. It is 
extremely difficult, if not impossible, to 
write rules or criteria that can be prac­
tically applied in all situations. Usually, 
it is essential that final checkout of a 
plant prior to the startup of plant opera­
tions be performed by personnel of the 
operating contractor and, as such, is not 
covered. The important thing is to work 
out a practical plan that will assure; (i) 
Safe and effective startup of the facility, 
(ii) the fulfillment of obligations under 
applicable statutes, and (iii) continuing 
construction at the facility.

(3) Equipment and equipment assem­
blies. While the current construction 
status of a public building or public work 
is not controlling as to coverage of sup­
ply-installation-type contracts, this is a 
factor to be considered in judging the 
applicability of the Davis-Bacon Act. 
The Labor Department has ruled 
(Walsh-Healey Rulings and Interpreta­
tions No. 3, section 6(b) ) that while con­
tracts in excess of $10,000 for equipment, 
including erection or installation are sub­
ject to the Walsh-Healey Act, they may 
be also covered under the Davis-Bacon 
Act where more than an incidental 
amount (see § 9-12.402-51 (c) ) of work 
is involved. Examples given in this ruling 
include furnishing and installation of 
mechanical equipment such as elevators 
or of generators requiring prepared 
foundations or housing. In a specific 
situation, the Department has indicated

that a contract for furnishing and initial 
installation of piping, wiring, gas exhaust 
fans, plumbing, sheet metal work, and 
related activities to install kitchen and 
baking equipment was comparable to the 
basic plumbing, wiring, and heating con­
tracts and was covered (see letter of 
Aug. 12, 1958, from Acting Assistant 
Solicitor of Labor to the Director, 
AFMPP-PR-3, Procurement and Produc­
tion, the Air Force (Attention: Col. 
Treacy), regarding the Air Force 
Academy). While this situation involves 
an initial installation, alteration or re­
arrangement of existing facilities involv­
ing such work to accommodate new or 
different equipment is also covered. Con­
versely, it follows that where the test of 
more than* an incidental amount of con­
struction is not met, and where the in­
stallation, rearrangement or adjustment 
of equipment is not a logical part of any 
current related construction project, it 
is noncovered.

(4) Special leased systems. Most, but 
not all, contracts involving the installa­
tion of telephone, detective and other 
leased systems are not covered when the 
work is performed .by employees of the 
companies supplying the services and the 
material and equipment installed is 
owned by such companies. (See discus­
sion in letter of Aug. 12, 1958, from Act­
ing Assistant Solicitor of Labor to the 
Director, AFMPP-PR-3, Procurement 
and Production, the Air Force (Atten­
tion: Col. Treacy), regarding the Air 
Force Academy, of one situation in which 
an extension of the distribution system 
of the telephone company to supply 
service to the Air Force was held to be 
noncovered and of another situation in 
which the movement of telephone com­
pany lines by the telephone company to 
a location more convenient to the Air 
Force was held to be covered.) A contract 
for a telephone central system to be in­
stalled by the manufacturer and owned 
by the United States has been held to be 
covered. (See letter of Oct. 22,1958, from 
the Solicitor of Labor to the Director, 
AFMPP-PR-3, Procurement and Pro­
duction, the .Air Force (Attention: Col. 
Treacy), regarding Patrick Air Force 
Base.)

(h ) Experimental installations. With­
in AEC programs, a variety of experi­
ments are conducted involving materials, 
fuels, coolants, processes, equipment, etc. 
Certain types of situations where tests 
and experiments have sometimes pre­
sented coverage questions are described 
below.

(1) Set-ups of devices and/or proc­
esses. The proving out of investigative 
findings and theories of a scientific and 
technical nature for extension into prac­
tical application may require the set-up 
of various devices and/or processes at an 
early or preprototype stage of develop­
ment. These may vary from laboratory 
bench size upwards. As a rule, these set­
ups are made within established facilities 
(normally laboratories); required utility 
connections are made to services pro­
vided as a part of the basic facilities; and 
the activity as a whole falls within the 
functional purpose of the facility. Such
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set-ups may be for exploring mechanical 
or electrical design suitability, physical 
or chemical properties, or for collecting 
data to verify or reject scientific hy­
potheses. Such set-ups are noncovered. 
Preparatory work for the set-up requir­
ing structural changes or modifications 
of basic utility services— as distinguished 
from connections theretoir—is covered. 
Illustrative of noncovéred set-ups of de­
vices and/or processes are the following :

(1) Assembly of piping and equipment 
within existing “hot cell” facilities for 
proving out a conceptual design of a 
chemical processing unit;

(ii) Assembly of equipment, including 
adaptation and modification thereof, in 
existing “hot cell” facilities to prove out 
a conceptual design for remotely con­
trolled machining equipment;

(iii) Assembly of the first graphite pile 
in a stadium at Stagg Field in Chicago;

(iv) Assembly of materials and equip­
ment for particular aspects of the direct 
current thermonuclear experiments to 
explore feasibility and to study other 
ramifications of the concept of high 
energy injection and to collect data 
thereon.

(2) Loops. Many experiments are car­
ried on in equipment assemblies called 
loops in which liquids or gases are cir­
culated tinder monitored and controlled 
conditions. For purposes of determining 
Davis-Bacon coverage, loops may be 
classed as loop facilities or as loop set­
ups. Both of these classes of loops can 
include in-reactor loops and out-of-re­
actor loops. In differentiating between 
clearly identified loop set-ups and loop 
facilities, an area exists in which there 
have been some questions of coverage, 
such as certain loops at the Material 
Test Reactor and Engineering Test Re­
actor at the National Reactor Test Site. 
Upon clarification of this area, further 
illustrations will be added. In the mean­
time, the differentiation between loop 
set-ups and loop facilities must be made 
on a case-by-case basis, taking' into 
account the total criteria set forth in this 
subpart.

(i) Loop set-ups. The assembly, erec­
tion, modification and disassembly of a 
loop set-up is noncovered. A  noncontro- 
versial example of a loop set-up is one 
which is assembled in a laboratory, e.g., 
Oak Ridge National Laboratory, Argonne 
National Laboratory, and Lawrence Ra­
diation Laboratory, for a particular test 
and thereafter disassembled. However, 
preparatory work for a loop set-up re­
quiring structural changes or modifica­
tions of basic utility services— as distin­
guished from connections thereto— is 
covered as is material and equipment 
that is installed for a loop set-up which 
is a permanent part of the facility or 
which is used for a succession of experi­
mental programs.

(ii) Loop facilities. A loop facility dif­
fers from a loop set-up in that it-is of a 
more permanent character; usually, 
but not always, of greater size; normally 
involves the building or modification of 
a structure; sometimes is installed as a 
part of construction of the facility; and 
may be designed for use in a succession 
of experimental programs over a longer

period of time. Examples of loop facili­
ties are the in-reactor “K ” loops at Han­
ford and the large Aircraft Nuclear Pro­
pulsion loop at National Reactor Test 
Site. The onsite assembly and erection 
of such loop facilities are covered. How­
ever, once a loop facility is completed and 
becomes operational, the criteria set forth 
above for operational and maintenance 
activities apply.

(3) Reactor component experiments. 
Other experiments are carried on by in­
sertion o f experimental components 
within reactor systems without the use 
of a loop assembly. Illustrative of re­
actor facilities erected for such experi­
mental purposes are the special power 
excursion test reactors (SPERT) at the 
National Reactor Test Site, which are 
designed for studying reactor behavior 
and performance characteristics of cer­
tain reactor components. Such a facility 
may consist of a reactor vessel, pressuriz­
ing tank, coolant loops, pumps, heat ex­
changers, and other auxiliary equip­
ment as needed. The facility also may in­
clude sufficient shielding to permit work 
on the reactor to proceed following a 
short period of power operation and 
buildings as needed to house the reactor 
and its auxiliary equipment. The erection 
and onsite assembly of such a reactor 
facility is covered work, but the com­
ponents whose characteristics are under 
study are excluded from coverage. To il­
lustrate, one of the SPERTs planned for 
studies of nuclear reactor safety is de­
signed to accommodate various internal 
fuel and control assemblies as required 
to conduct a particular test. Accordingly, 
the internal structure of the pressure ves­
sel is so designed that cores of different 
shapes and sizes may be placed in the 
vessel for investigation, or the entire in­
ternal structure may be easily removed 
and replaced by a structure which will 
accept a different core design. Similarly, 
the control rod assembly is arranged to 
provide for flexibility in the removal of 
instrument leads and experimental as­
semblies from within the core.

(4) Tests or experiments in peaceful 
uses of nuclear energy. These tests or ex­
periments are varied in nature and some 
are only in a planning state. These tests 
or experiments consist of a single or 
series of nuclear or nonnuclear detona­
tions for the purposes of acquiring data. 
The data can include seismic effects, 
radiation effects, amount of heat gen­
erated, amount of material moved and 
so forth. Some of these tests are con­
ducted in existing mines while others 
are conducted in locations specifically 
constructed for the tests or experiments. 
In general, all work which can be per­
formed in accordance with customary 
drawings and specifications as well as 
other work in connection with prepara­
tion of facilities is treated as covered 
work. Such work includes tunneling, 
drilling, excavation and backfilling, erec­
tion of buildings or other structures, and 
installation of utilities. The installation 
of the nonnuclear material or nuclear 
device to be detonated, the instrumenta­
tion, and connections between such ma­
terial or device and the instrumentation 
are treated as noncovered work.

(5) Tests or experiments in military 
uses of nuclear energy. As is the case in 
§ 9-12.450-2 (h) (4), these tests or experi­
ments can be varied in nature. However, 
under this category it is intended to in­
clude only detonations of nonnuclear ma­
terial or nuclear devices. The material 
or devices can be detonated either under­
ground, at ground level or above the 
ground. These tests or experiments have 
been conducted in, on, or in connection 
with facilities specifically constructed for 
such tests or experiments. As is the case 
with respect to tests or experiments in 
peaceful uses of nuclear energy, all work 
which can be performed in accord with 
customary drawings and specifications 
as well as other work in connection with 
preparation of facilities are treated as 
covered work. Such work includes build­
ing of towers or similar structures, tun­
neling, drilling, excavation and back­
filling, erection of buildings or other 
structures, and installation of utilities. 
The installation of the nonnuclear ma­
terial or nuclear device to be detonated, 
the instrumentation, and connections 
between such material or device and 
instrumentation are treated as non­
covered work.

(i) Construction site contiguous to an 
established manufacturing facility. As 
AEC-owned property sometimes em­
braces several thousands of acres of real 
estate, a number of separate facilities 
may be located in areas contiguous to 
each other on the same property. These 
facilities may be built over a period of 
years, and established manufacturing ac­
tivities may be regularly carried on at one 
site on the property at the same time that 
construction of another facility is under­
way at another site. On occasion, the 
regular manufacturing activities of the 
operating contractor at the first site may 
include the manufacture, assembly and 
reconditioning of components and equip­
ment which in other industries would 
normally be done in established commer­
cial plants. While the manufacture of 
components and equipment in the manu­
facturing plant is noncovered, the instal­
lation of any such manufactured items 
on a construction job is covered.

Subpart 9—12.6— Walsh-Healey 
Public Contracts Act 

§ 9—12.602 Applicability.
§ 9—12.602—3 Department of Labor reg­

ulations and interpretations.
The requirements of FPR Subpart 

1-12.6 and this subpart apply to procure­
ment by cost-type contractors operating 
and managing AEC-owned facilities to 
the same extent and under the same con­
ditions such requirements apply to direct 
procurement (Department of Labor Cir­
cular Letter No. 4-62, dated July 16. 
1962).
§ 9—12.650 Safety and health standards.

Since AEC has safety arid health 
standards compatible with those of 41 
CFR 50-204, the Labor Department has 
agreed to accept AEC’s program for in­
spection and evaluation of compliance in 
lieu of establishing its own program of 
inspection and evaluation to the extent
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the Walsh-Healey safety and health 
standards are applicable to operations 
conducted for AEC at AEC-owned and/or 
controlled sites or facilities.

Subpart 9-12.7— [Reserved!
Subpart 9-12.8— Equal Opportunity 

in Employment
§ 9-12.800 Scope of subpart.

(a) This subpart implements FPR  
Subpart 1-12.8, Equal Opportunity in 
Employment.

(b) The provisions of FPR Subpart 
1-12.8 and this subpart apply to cost-type 
contractor procurement.
§ 9-12.805 Administration.
§ 9-12.805—1 Duties of agencies.

(a) The Assistant to the General 
Manager is the AEC Contracts Compli­
ance Officer.

(b) Heads of Divisions and Offices, 
Headquarters, having contract authority 
and Managers of Field Offices are Deputy 
Contracts Compliance Officers.
§9-12.805—50 Preaward procedure for 

formally advertised supply contracts 
of $1 million or more.

(a) In invitations for bids for formally 
advertised supply contracts which may 
result in a bid of $1 million or more, the 
following representation shall be ob­
tained from bidders:

The bidder represents:
(1) That a full compliance review of the 

bidder’s employment practices □  has Q has 
not been conducted by an agency of the 
Federal Government; that such compliance 
reivew □  has □  has not been conducted for 
the bidder’s known first-tier $1 million or 
more subcontractors.

(2) That the most recent compliance re­
views were conducted as follows: Name of 
contractor (known first-tier $1 million or 
more subcontractors); date; Federal Agency.

(b) Invitations for bids for contracts 
described in paragraph (a ) of this sec­
tion shall require a bidder to submit with 
bis bid a copy of the latest compliance 
report, SF-100, which he has filed under 
Executive Order 11246, under Title V n  
of 'the Civil Rights Act of 1964, or as a 
member of Plans for Progress. If no such 
report has been filed, a current SF-100 
snan be submitted with the bid. The in­
vitation should also require bidders to 
submit such reports for their known first- 
tier $i million subcontractors.
§5-12.805-51 Preaward contract ac­

tions— nonexempt contracts.
, ^  Formally advertised supply con-  

Before the award of a formally 
jwrvertised nonexempt contract of $1 

or more, the contracting officer 
 ̂determine by means of a preaward 

, 7 i f ce review, as outlined in FPR  
°5-5(d), that the prospective con- 

„llh/fr,anti each of his known first-tier 
pnnt?ntfac^°rs wll°  will be awarded sub- 
tn „Iac^  f 1 bullion or more, are able 
clause**^ wittl the Equal Opportunity

Other formally advertised or n< 
d u r ïc ™ 16 contracts. (1) The pr< 
ga?dinletfÎ0rth 111FPR  1-12.805-1 (d) 

g the award of contracts shal

followed in all prime contracts for 
$500,000 or more.

(2) In prime contracts for less than 
$500,000, the procedures set forth in FPR  
1-12.805-1 (d ) regarding the award of 
contracts may be applied at the discre­
tion of the contracting officer.

(c) Cost-type contractor procure­
ments. (1) Prior to approval of procure­
ment transactions under cost-type 
contracts involving the operation, main­
tenance, servicing, management, or con­
struction of AEC facilities (including 
research and development facilities), 
contracting officers shall:

(1) Comply with the procedures in 
FPR 1-12.805-5(d) with respect to any 
procurement of supplies of $1 million or 
more awarded under the competitive bid 
or quotation and award procedure.

(li) Comply with the procedures in 
FPR 1-12.805-1 (d) with respect to all 
procurement actions of $500,000 or more.

(2) The extent to which the proce­
dures in FPR 1-12.805-1 (d) apply with 
respect to procurement actions under 
$500,000 shall be determined by con­
tracting officers.

(d) Preaward affirmative action re­
quirements for construction work to be 
performed under AEC prime contracts 
and under subcontracts awarded by cost- 
type contractors. In addition to the pro­
visions of paragraphs (b) and (c) of 
this section and of FPR 1-12.810 (affirm­
ative action compliance programs) :

(1) Where the Director, OFCC, has 
designated specific contract construction 
affirmative action requirements for a 
particular labor area, the Invitation for 
Bids (IFB ) or Request for Proposals 
(RFP) for construction work in such 
area shall include the specific affirmative 
action requirements established by 
OFCC and such additional requirements 
as the contracting officer determines 
necessary.

(2) Contracting officers are author­
ized with respect to construction work 
not covered by subparagraph (1) of this 
paragraph to include in the IFB ’s or 
RFP’s for such work specific affirmative 
action requirements.

(3) Failure by a bidder to establish his 
ability to meet the affirmative action re­
quirements included in an IFB or RFP  
constitutes grounds for determination 
that the bidder does not qualify as a re­
sponsible bidder, and for rejection of his 
bid. In the case of procurement actions 
by AEC prime cost-type contractors, this 
determination shall be made only with 
the approval of the contracting officer.

(e) Available information. “Available 
information” as used in FPR 1-12.805-1
(d) (2) includes either a compliance re­
view report (no older than 1 year) 
prepared by the AEC or another agency 
(when thé AEC is not the compliance 
agency) or sufficient statistical informa­
tion and other information (relevant to 
the contractor’s or subcontractor’s EEO 
compliance and no older than 1 year) 
to permit a valid EEO evaluation. When 
the AEC is not the compliance agency, 
the agency which is the compliance 
agency shall be requested to furnish a 
compliance report.

§ 9—12.810 Affirmative action compli­
ance programs.

§ 9—12.810—50 Definitions.
As used in FPR 1-12.810,
(a) The term “employee” means any 

individual on the payroll of an employer 
who is an employee for purposes of the 
employer’s withholding of Social Security 
taxes, except that such term shall not 
include persons who are hired on a casual 
or temporary basis for a specified period 
of time or for the duration of a specified 
job; and

(b) The term “establishment” means 
an economic unit which produces goods 
or services such as a factory, office, store, 
or mine and, in most instances, the estab­
lishment is at a single physical location 
and is engaged in one, or predominantly 
one, type of economic activity.
Subpart 9-12.9-—Service Contract Act 

of 1965
§ 9—12.902 Applicability.

The Service Contract Act of 1965 is not 
applicable to contracts for the operation 
and management of AEC facilities. How­
ever, subcontracts awarded by contrac­
tors operating and managing AEC facili­
ties are subject to the Act to the same 
extent and under the same conditions as 
contracts made directly by AEC.
§ 9—12.904 Contract clauses.

Subcontracts awarded by contractors 
operating and managing AEC facilities 
shall include the applicable clause in 
FPR 1-12.904 with such modifications as 
would otherwise be appropriate had this 
clause been Included in the prime con­
tract, including the modification neces­
sary if § 9-12.103-51 applies.

Subpart 9—12.50—  [ Reserved!
Subpart 9—12.51— Special 

Considerations
§ 9—12.5100 Scope of subpart.

This subpart deals with special con­
siderations affecting construction labor­
ers and mechanics.
§ 9—12.5101 General.

(a ) As collective bargaining arrange­
ments exist generally throughout the 
construction industry, the wages, hours 
and working conditions followed for con­
struction laborers and mechanics nor­
mally will result from collective bar­
gaining between management and labor. 
It is important that practices contribut­
ing to harmonious labor-management 
relations prevail throughout the AEC 
program. All participants in the AEC 
program, including employees and their 
unions, have a special and continuing 
obligation to do their part in accom­
plishing a stable, efficient construction 
operation under adequate and reasonable 
conditions.

(b) In some areas, AEC construction 
is a minor part of local construction ac­
tivity, while in other areas AEC construc­
tion may at times overshadow local con­
struction. Normally, there will be a num­
ber of contractors and subcontractors, 
both cost-type and lump-sum, engaged
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simultaneously on a single large AEC 
project. It is important that adequate 
coordination exist among all such con­
tractors in order that similar conditions 
are provided for all construction em­
ployees in a given classification at a par­
ticular location.

(c) The problem of establishing ap­
propriate conditions for the large proj­
ects is complicated by the essential re­
quirement that initial conditions be 
clearly identified and fixed prior to re­
cruitment of the work force. This factor 
involves applicability of all pertinent 
Federal statutes, including the Davis- 
Bacon Act and the Labor-Management 
Relations Act of 1947, as amended (29 
U.S.C. 141 et seq.).
§ 9—12.5102 Steps preliminary to the 

staffing o f new cost-type projects.
Preliminary to the actual recruitment 

of workers, it is important that sufficient 
data be accumulated by the Field Office 
concerned to reflect area practices ac­
curately. These data should cover in de­
tail the pattern of bargaining in the 
area; the proportion of the work force 
employed by employer parties to collec­
tive bargaining agreements in relation to 
the total construction work force; the 
terms of local area agreements; the ex­
tent of conformance with such agree­
ments and any accepted interpretations 
of them; and a description of practices 
which may have developed outside of 
the local agreements. These data will fur­
nish the basis for decision contemplated 
in § 9-12.5103 and § 9-12.5104. Where 
the data indicate local agreements are 
adequate for the contemplated work, 
there may still be gaps that need to be 
filled in by additional understandings to 
attain the desired stability of conditions. 
The data obtained in the initial survey 
will also be used in connection with the 
original Davis-Bacon predetermination.
§ 9—12.5103 Role o f project contractor 

management in collective bargaining.
AEC expects contractor management 

engaged in the negotiation and/or ad­
ministration of collective bargaining 
agreements to assume responsibility for 
assuring conditions which are consistent 
with the judicious expenditure of public 
funds, will attract and retain the skills 
needed, and will give due consideration 
to the community’s interests and estab­
lished standards. To meet these respon­
sibilities, it is important that the collec­
tive bargaining role to be played by proj­
ect contractor management be clearly 
determined in the light of project re­
quirements and local conditions. Pre­
requisite to determination of this role is 
a careful analysis of all relevant 
circumstances.

(a) Where AEC work does not pre­
dominate. In an area where AEC con­
struction does not overshadow total local 
construction activity, and the majority 
of construction is performed by members 
of local contractor associations, AEC ex­
pects that basic conditions for labor on 
AEC projects will be those negotiated 
between the local contractor associations 
and local unions and generally adhered 
to on construction work in the area. In
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such situations, AEC cost-type contrac­
tors will provide for clear identification 
and application to the AEC work of these 
local agreements. In such application, the 
conditions to be followed on AEC work 
will be those which obtain in actual prac­
tice in the area covered by the agreement 
and are consistent with applicable laws, 
rather than those appearing from a lit­
eral interpretation of the language of 
the agreement. Conditions not covered 
by local agreements may be provided for 
by such arrangements as are necessary 
to meet project goals.

(b) Where local agreements are non­
existent or inadequate. In some areas, 
local agreements may be nonexistent, or 
inadequate,*^ the employer parties may 
not be representative of the employers of 
the bulk of the labor force in the area. 
In such event, AEC contractors are ex­
pected to carry their share of the respon­
sibility for negotiations and to negotiate 
directly or in cooperation with others to 
establish appropriate conditions.

(c) Where AEC work predominates. 
In an area where AEC construction work 
is of such magnitude as to overshadow 
local construction, it may be desirable for 
Commission contractors to negotiate spe­
cial project conditions (on either a craft 
or a multi-craft basis) as the best way 
to meet their obligations to AEC. Such 
agreements usually involve the establish­
ment of new bargaining units and are 
therefore dependent upon the voluntary 
cooperation of the building trades unions. 
Normally, both the Building Trades De­
partment (AFL-CIO ) and the Division 
of Labor Relations, AEC, should be con­
sulted in respect to any such proposed 
course of action.
§ 9—12.5104 Role of the AEC in con­

struction labor relations.
The role of AEC in construction labor 

relations is a constructive role of overall 
cognizance consistent with AEC’s ulti­
mate responsibilities. The scope of the 
construction program, the complexity of 
the problems which may arise, and the 
need for coordination among contrac­
tors at the same site are factors which 
affect the degree of influence exercised by 
AEC in carrying out the following re­
sponsibilities:

(a ) To assure that a careful advance 
survey and analysis is made of each con­
tract situation and that the role of the 
contractor management is in accordance 
with the considerations in § 9-12.5103.

(b) To establish effective machinery 
for coordination among project contrac­
tor management, both cost reimburse­
ment and lump sum.

(c) With respect to AEC contracts 
carried out under area practices, to as­
sure that conditions proposed for AEC 
cost-reimbursement contracts are actu­
ally prevalent in the area or have other 
substantial foundation and that, to the 
extent consistent with the terms of lump­
sum contracts, practices established by 
lump-sum contractors are not of a char­
acter that will unstabilize other AEC 
work.

(d) With respect to AEC contracts 
carried out under project agreements, 
as distinguished from area practices, to

assure that the negotiators of project 
agreements, both union and manage­
ment, are fully informed and take into 
account all relevant factors pertaining 
to the particular circumstances, require­
ments and schedules of the project, e.g„ 
any conditions peculiar to the project! 
duration of project, tenure of employ­
ment, housing and travel accommoda­
tions, length of regular workweek, uni­
formity of shift, special subsidies, etc.

(e) To encourage contractor officials 
and representatives of employees to es­
tablish similar conditions among all con­
struction employers for each class or 
classification of employees at a particu­
lar location.

(f ) To encourage contractor officials 
and representatives of employees to ex­
ert every reasonable effort eitlier to pro­
vide clear identification and application 
of practices under local agreements or to 
make and maintain project agreements 
on AEC construction projects.

(g ) To encourage contractor officials 
and representatives of employees to 
establish reliable working contact be­
tween the AEC project contractors and 
any unions that are cooperating in staff­
ing the job.
§ 9—12.5105 Initial wage rates.

The wage rates initially established 
under both cost-type and lump-sum con­
tracts will not be less than, and will 
normally conform to, those determined 
by the Secretary of Labor pursuant to 
the requirements of the Davis-Bacon Act. 
On cost reimbursement work the total 
compensation on the AEC project will 
be comparable with the total compensa­
tion allowed similar workers in an ap­
propriate area of comparison. Where the 
AEC project is applying the practices 
under local agreements, the area of com­
parison normally will be the geographic 
area within the jurisdiction of each local 
union cooperating in staffing the project. 
In this type of situation, the application 
of local practices and agreements will 
usually be carried out on an item-by­
item basis. Where a project agreement 
has been agreed on as the foundation 
for project conditions, the area of com­
parison for each craft should be large 
enough to provide a sound base which 
will result in realistic wage rates. In the 
development of a project agreement, the 
Division of Labor Relations should be 
consulted.
§ 9—12.5106 Adjustments In compensa­

tion cost-type contracts.
Subject to any limitation imposed by 

any applicable labor laws, changes m 
established wage rates and working con­
ditions under cost-type contracts may 
be effected as follows:

(a) Project agreements. Adjustments 
in wage rates and other job conditions 
established in project collective bargain­
ing agreements may be effected by the 
renegotiation or modification of the 
agreements at appropriate times, and by
the reopening of existing agreements as
provided therein. The Division of Labor 
Relations should be consulted as W 
appropriate criteria to follow in review 
of such reopenings.
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(b) In the absence of project agree­
ments. In situations where AEC cost- 
type contractors apply local established 
job conditions included in applicable 
bargaining agreements, adjustments in 
wages and job conditions may coincide 
with changes within the locality. Wage 
rates may be adjusted to bring rates into 
conformity with new rates which are 
verified as established in the area at the 
time of their acceptance for AEC work.
§ 9-12.5107 National Joint Board for 

the Settlement of Jurisdictional Dis­
putes in the Building and Construc­
tion Industry.

Construction contractors and repre­
sentatives of employees are encouraged 
to settle craft jurisdiction disputes in ac­
cordance with the “Procedural Rules and 
Regulations” of the National Joint 
Board.
§ 9-12.5108 Specific responsibilities.

In discharging their assigned responsi­
bilities, Directors, Headquarters Divi­
sions and Offices, and Managers of Field 
Offices shall take such action as is re­
quired to accomplish the AEC role de­
scribed in § 9-12.5104.
§9-12.5109 Responsibility o f  the Di­

rector, Division of Labor Relations.
The Director, Division of Labor Rela­

tions, is responsible for coordinating all 
activities arising under this subpart, and 
for maintaining liaison with the Depart­
ment of Labor, the Building Trades De­
partment (AFL-CIO) and other con­
struction labor and employer organiza­
tions.

Subpart 9—12.52— Unemployment 
Compensation 

§ 9-12.5200 Scope o f subpart.
This subpart establishes policies and 

requirements concerning provision for 
unemployment compensation by AEC 
cost-type contractors.
§9-12.5201 Policies and requirements. 
§9-12.5201—1 General.

Each State has its own unemployment 
compensation system to provide pay­
ments to workers who become unem­
ployed involuntarily and through no 
lauit of their own. Funds are provided 
m Sj^Ptoyment compensation bene- 
nts through a payroll tax on employers. 
Most AEC contractors are subject to the 
th e* ploym.ent compensation tax laws of 
ic fvTta ê.s *n which they are located. It 
^ P o l ic y  of AEC to assure, both in the 

gotiation and administration of cost- 
. c°otracts, that economical and 

ni-onï- arranSements are made and 
pnm«ed wittl respect to unemployment
compensation.
§ 9-12.5201-2 Contractors  ex em pt  

froih State laws.

(a) Some contractors are exempt from 
1K„oi1Unempl°yment compensation laws, 
urnfit on g.rounds that they are non- 
CH.. organizations or subdivisions of 

governments. Most States, how- 
emniPerm^ such employers to elect un- 

P oyment compensation coverage oh a

voluntary basis. Under such circum­
stances, it is AEC policy that all existing 
or prospective cost-type contractors shall 
be encouraged to provide unemployment 
compensation coverage or equivalent 
substitutes.

(b) It is also AEC policy that, prior 
to the award or extension of a cost-type 
contract for the operation of a Govern­
ment-owned facility, exempt contractors 
or prospective contractors shall be re­
quired to submit to AEC a statement that 
they will either elect coverage or provide 
equivalent substitutes for unemployment 
compensation or, in the alternative, sub­
mit evidence that it is impractical to do 
so. In all cases where an exempt con­
tractor or prospective contractor submits 
evidence that it is impractical to elect 
coverage or to provide an equivalent 
substitute, appropriate Headquarters 
staff shall review the position of the con­
tractor prior to recommending an award 
or extension of the contract. If it is 
found that there are substantial reasons 
for not electing coverage or for not pro­
viding equivalent substitutes, a contract 
may be awarded or extended. Headquar­
ters staff review and recommendation 
shall be based on such factors as:

(1) The specific provisions of the un­
employment compensation law of the 
State.

(2) The extent to which the estab­
lishment of special conditions on AEC 
work may have an adverse effect on the 
contractor’s general policies and operat­
ing-costs in his private operations.

(3) The numerical relationship be­
tween the contractor’s private work force 
and his employees performing only AEC 
work.

(4) The contractor’s record with re­
spect to work force stability and the gen­
eral outlook with respect to future work 
force stability.

(5) In a replacement contractor situ­
ation, whether or not the prior contrac­
tor had coverage or suitable substitutes.

(6) The particular labor relations im­
plications involved.

( Subpart 9—12.53— Workmen’s 
Compensation Insurance 

§ 9—12.5300 Scope of subpart.
This subpart establishes the policies 

and requirements applicable to AEC 
cost-type contractors managing, operat­
ing, maintaining, or constructing Gov­
ernment-owned facilities for insurance 
covering workmen’s compensation and 
employer’s liability. This subpart does 
not apply to supply contracts for mate­
rials, equipment, services, etc., which are 
to be performed in the contractor’s own 
facilities, even though such contracts 
may provide for reimbursement of cer­
tain costs.
§ 9—12.5301 Policies and requirements. 
§ 9-12.5301-1 General.

Workmen’s compensation insurance 
protects employers against liability im­
posed by workmen’s compensation laws 
for injury or death to employees arising 
out of or in the course of their employ­
ment. This type of insurance is required

by State laws unless employers have ac­
ceptable programs of self-insurance.
§ 9—12.5301—2 Special requirements.

Certain workmen’s compensation laws 
contain provisions which result in limit­
ing the protection afforded persons sub­
ject to such laws. The policy of the AEC 
with respect to these limitations as they 
affect persons employed by cost-type 
contractors falling within the scope of 
this subpart is set forth below:

(a ) Elective provisions. Some work­
men’s compensation laws permit an em­
ployer to elect not to be subject to its 
provisions. It is the policy of AEC to re­
quire cost-type contractors to be subject 
to workmen’s compensation provisions in 
jurisdictions permitting election.

(b) Statutory immunity. Under the 
provisions of some workmen’s compensa­
tion laws, certain types of employers, 
e.g., nonprofit educational institutions, 
are relieved from liability. If a contractor 
falling within any of these categories has 
a statutory option to accept liability, it is 
the policy of AEC to require him to do so.

(c) Limited medical benefits. Some 
workmen’s compensation laws limit the 
liability of the employer for medical care 
to a maximum dollar amount or to a 
specified period of time. In such cases, a 
cost-type contractor’s workmen’s com­
pensation insurance policy should con­
tain a standard extrastatutory medical 
coverage endorsement.

(d) Limits on occupational disease 
coverage; employer’s liability. Some 
workmen’s compensation laws do not 
provide coverage for all occupational 
diseases. In such situations, a con­
tractor’s workmen’s compensation insur­
ance policy should contain voluntary 
coverage for all occupational diseases.
§ 9—12.5301—3 Contractor employees’ 

benefit plan— self-insurers.
The policies and requirements set forth 

in § 9-12.5301-2 apply in situations where 
cost-type contractors at Government- 
owned atomic energy installations pur­
chase workmen’s compensation insur­
ance. With respect to self-insured con­
tractors, the objectives specified in that 
subsection shall also be met. Inasmuch as 
self-insurers cannot »comply with the 
technical requirements or paragraphs (c) 
and (d) of § 9-12.5301-2, the AEC en­
courages the use of a contract supple­
ment providing for a Contractor 
Employees’ Benefit Plan. Under unusual 
or unique circumstances, where ade­
quately justified, certain contractors who 
are not self-insurers may also be con­
sidered eligible for a Contractor Em­
ployees’ Benefit Plan.
§ 9—12.5302 Assignment of responsibili­

ties.
§ 9-12.5302-1 General.

Directors, Headquarters Divisions and 
Offices, and Managers of Field Offices, 
consistent with their delegations of re­
sponsibilities, shall assure that AEC cost- 
type contract operations at Government- 
owned atomic energy installations are 
implemented consistent with the policies 
and requirements of § 9-12.5301.
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§ 9—12.5302—2 Responsibility of Man- 
-* agers o f Field Offices.

In discharging their assigned responsi­
bilities Managers of Field Offices shall:

( a ) Review periodically the workmen’s 
compensation insurance programs of 
cost-type contractors to whom this sub­
part applies in the light of applicable 
workmen’s compensation statutes to as­
sure conformance with the requirements 
of § 9-12.5301.

(b ) Evaluate the adequacy of coverage 
of “self-insured” workmen’s compensa­
tion programs to determine the need for 
a Contractor Employees’ Benefit Plan.

(c) Arrange for the establishment of 
procedures for both new and existing 
Contractor Employees’ Benefit Plans 
which will:

(1) Permit informal agreement when­
ever possible between the contractor and 
an employee as to the origin and extent 
of disabilities and the amount of pay­
ments which will be made under the 
Benefit Plan, and

(2) Provide, in the case of failure of 
more informal methods, for an impartial 
determination of the origin and extent of 
disabilities and the appropriate payments 
to be made under a benefit plan.

(d ) Submit to the Director, Division 
of Labor Relations, all proposals for the 
establishment of new Contractor Em­
ployees’ Benefit Plans, or the modification 
of existing Plans.
§ 9—12.5302—3 Responsibilities o f the 

Director, Division o f Labor Rela­
tions, and Controller, Headquarters.

The Director, Division of Labor Rela­
tions, and the Controller are responsible 
jointly for approving Contractor Em­
ployees’ Benefit Plans.

Subpart 9—12.54— Conduct of Em- 
'  ployees and Consultants of AEC

Cost-Type Contractors and Certain
Other Contractors

§ 9—12.5400 Scope of subpart.
This subpart establishes the policies of 

the Atomic Energy Commission con­
cerned with maintaining satisfactory 
standards of conduct on the part of em­
ployees and consultants employed on 
AEC contract work by its cost-type con­
tractors and certain other contractors 
specified in § 9-12.5401. Contracts with 
colleges and universities, which have 
adopted conflict-of-interest policies con­
sistent with ACE-AAUP standards and 
which do not involve the operation of 
Government-owned facilities on Govern­
ment-owned or Government-leased land, 
are governed by the “Policy of the Fed­
eral Council for Science and Technology 
Relating to Conflicts of Interest by Staff 
Members of Colleges and Universities” 
(adopted Mar. 29, 1966) and are not 
subject to this subpart.
§ 9—12.5401 Applicability.

(a ) The policies set forth in this sub­
part are applicable to AEC contractors 
to the extent that (1) their contracts 
with the Atomic Energy Commission con­
tain provisions making this subpart ap­
plicable; or (2) instructions have been 
issued under appropriate provisions of

their contracts with the Atomic Energy 
Commission by duly authorized AEC rep­
resentatives directing compliances with 
this subpart.

(b ) The contract clause contained in 
the note to § 9-7.5006-6(c) requiring the 
contractor to establish such procedures 
as are necessary to implement effectively 
the provisions of this subpart, subject to 
the approval of the-contracting officer, 
shall be included in:

(1) All new AEC cost-type contracts, 
and

(2) Other AEC contracts (including 
time and materials contracts) with re­
spect to which the general manager or a 
manager of a Field Office, as appropriate, 
determines that the nature of the work 
to be performed and the duration of the 
contract make the application of the 
policies set forth in this subpart neces­
sary in the public interest, and

(3) Major modifications (involving 
change in scope or other significant sub­
stantive changes) or extensions of exist­
ing contracts within the foregoing 
categories, except that such contract 
clause will be excluded from all contracts 
of less than $250,000.

(c) The contract clause contained in 
§ 9-7.5006-45(a) concerning necessary 
approvals to be obtained by contractor 
employees before performing consultant 
or similar services for another AEC cost- 
type contractor, shall be included in:

(1) All new AEC cost-type contracts 
except those identified in paragraph (d) 
below, and

(2) Major modifications (involving 
change in scope or other significant sub­
stantive changes) or extensions of exist­
ing contracts within the foregoing 
category.

(d) The contract clause contained in 
§ 9-7.5006-45 (b) concerning necessary 
approvals to be obtained by contractor 
employees before performing consultant 
or similar services for another AEC cost- 
type contractor, or in the atomic energy 
field for another organization, shall be 
included in:

(1) All new AEC cost-type contracts 
for the design or construction of Gov­
ernment-owned facilities or for research 
or operations where a substantial portion 
of the land or buildings used for such 
research or in such operations is owned 
or controlled by the Government, and

(2) Major modifications (Involving 
change in scope or other significant sub­
stantive changes) or extensions of exist­
ing contracts within the foregoing 
category.

(e) Exceptions to the requirements of 
paragraphs (b ) , (c ), and (d) of this sec­
tion will be permitted only with the ap­
proval of the General Manager.
§ 9—12.5402 Gratuities.

A contractor or his employees or con­
sultants shall not, under circumstances 
which might reasonably be interpreted 
as an attempt to influence the recipients 
in the conduct of their duties, accept 
any gratuity or special favor from indi­
viduals or organizations with whom the 
contractor is doing business, or propos­
ing to do business, in accomplishing the

work under the contract. Reference 
should be made to the provisions of 41 
U.S.C. 51-54.
§ 9—12.5403 Use of privileged inform^, 

tion.

Employees and consultants of a con­
tractor shall not use for personal gain 
or make other improper use of privileged 
information which is acquired in con­
nection with their employment on the 
contract work. In this connection, the 
term “privileged information” includes, 
but is not limited to, unpublished infor­
mation relating to technological and 
scientific developments; medical, person­
nel or security records of individuals; 
anticipated materials requirements or 
pricing actions; possible new sites for 
AEC program operations; and knowl­
edge of selections of contractors or 
subcontractors in advance of official 
announcement.
§ 9—12.5404 Outside employment of 

contractor employees.
Employees of a contractor are entitled 

to the same rights and privileges with 
respect to outside employment as other 
citizens. Therefore, there is no general 
prohibition against employees having 
outside employment. However, no em­
ployee of a contractor performing work 
on a full-time basis under an AEC con­
tract shall engage in employment outside 
his official hours of duty or while on 
leave if such employment will:

(a ) In any manner interfere with the 
proper and effective performance of the 
duties of hisi>osition,

(b) Appear to create a conflict-of- 
interest situation, or

(c) Appear to subject the AEC or 
the contractor to public criticism or 
embarrassment.
§ 9—12.5405 Information statement con­

cerning consultant or other employ­
ment service.

If the consultant or other outside em­
ployment service of the employee in­
volves the use of information in the area 
of the employee’s contract employment, 
the contractor will be responsible for 
requiring that the employee file with the 
contractor an information statement 
containing such information concerning 
the outside employment as the contractor 
may prescribe!. As a minimum, the in­
formation statement shall include a 
description of any patent agreements 
that may be involved and the following 
certificate:

I  acknowledge that I  have read and am 
familiar with the published policy of the 
Atomic Energy Commission contained in:

(a ) AECPR 9-12.54, “Conduct of Employ­
ees and Consultants of AEC Cost-Type ̂ Con­
tractors and Certain Other Contractors,” an“

(b ) AEC Manual Chapter 3201, “Reporting 
Results of Scientific and Technical Wor 
Funded by AEC,” which states in part wjA 
significant new results produced in AEp* 
funded scientific and technical work shall n® 
reported to the AEC. In  accordance with tn« 
policy, I  agree not to withhold, or dewy 
reporting, information acquired through my
employment w i t h _______________________ _
in favor of ___________________________ ,
whom I have made or am contemplate 
making a consulting agreement. I  have ai
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read and am familiar with the requirements 
of my employer’s contract with the Commis­
sion relating to patents. To the best of my 
knowledge or belief, the activities to be per­
formed under this consulting agreement will 
not conflict with the policy set forth in 
AECPR 9-12.54, the patent provisions of my 
employer’s contract with the Commission, or 
with the responsibility of my employer to 
report fully and promptly to the AEC all 
significant research and development infor­
mation. If in the course of my activities un­
der this consulting arrangement it appears 
that such a conflict may arise, I  will promptly 
notify and consult with my primary employer
_____________ .____________  concerning such
possible conflict.

§ 9-12.5406 Allowable and unallowable 
costs.

Reference should be made to §§ 9— 
7.5006-9(d )(3 ) and (e)(26), 9-7.5006- 
10(d)(3) and (e)(24), 9-7.5006-11 and 
9-7-5006-12(d) (3) and (e) (22) for addi­
tional contract provisions concerning 
allowable and unallowable costs in con­
nection with obtaining consultant 
services.
§9-12.5407 Incompatibility be tween  

regular duties and private interests.
Employees and consultants of a con­

tractor shall not be permitted to make 
or influence any decisions on behalf of 
the contractor which directly or indi­
rectly affect the interest of the Govern­
ment if the employees’ or consultants’ 
personal concern in the matter may be 
incompatible with the interest of the 
Government. For example, (a) an em­
ployee or consultant of a contractor will 
not negotiate, or influence the letting of, 
a subcontract with a company in which 
he has an employment relationship or 
significant financial interest; and (b) an 
employee or consultant of a contractor 
will not be assigned the preparation of 
an evaluation for the Commission or for 
a Commission contractor of some tech­
nical aspect of the work of another orga­
nization with which he has an employ­
ment relationship or significant financial 
interest or which is a competitor of an 
organization (other than the contractor 
who is his regular employer) in which he 
has an employment relationship or sig­
nificant financial interest. The contractor 
shall be responsible for informing em­
ployees and consultants that they are 
expected to disclose any incompatibilities 
oetween duties performed for the con­
tactor and their private interests and to 
refer doubtful questions to the con­
tractor.

PART 9-14— INSPECTION AND 
ACCEPTANCE

Sec.
9-14.000
9-14.108

Scope of part.
Government Inspection, of sup­

plies under subcontracts. 
Inspection and acceptance re­

quirements.
Contract articles relating to In­

spection and acceptance. 
Construction contracts.

l4h^,H^RlTT: Tlle Provisions of this Part 9- 
Act °r  the Atomic Energy
U s p  ooa, ’ as amended, 68 Stat. 948, 4S 
and À ri , seCi 205 of the Federal Property 
amend!!?1 cîftrative Services Act of 1949, at 

ended, 63 Stat. 390, 40 U.S.C. 486.

9-14.5001

9-14.5002

9-14.5003

§ 9—14.000 Scope of part.
This part implements and supplements 

FPR Part 1-14 by prescribing the poli­
cies and requirements for inspection and 
acceptance' under contracts for supplies 
and services, including construction con­
tracts.
§ 9—14.108 Government inspection of 

supplies under subcontracts.
The limitations in FPR 1-14.108 do not 

apply to procurements by cost-type con­
tractors for the account of AEC.
§ 9—14.5001 Inspection and acceptance 

requirements.
(a ) Inspection and acceptance shall 

be conducted in accordance with:
(1) Provisions of the contract;
(2) This part;
(3) Instructions issued by Headquar­

ters divisions, offices or Managers or 
Field Offices.

(b) The instructions referred to in 
subparagraph (3) of paragraph (a ) of 
this section shall not be inconsistent with 
the contract or this part.
§ 9—14.5002 Contract articles relating to 

inspection and acceptance.
The fixed-price supply contract article 

covering inspection and acceptance for 
use by AEC is referenced in § 9-7.5005-6. 
The construction contract article cover­
ing inspection and acceptance for use by 
AEC is the “Inspection and Acceptance” 
article in Standard Form 23A: General 
Provisions (Construction Contract). 
Coritract articles relating to inspection 
and acceptance, which are used by AEC 
cost-type contractors, should provide no 
less a degree of protection for the Gov­
ernment than are provided by the con­
tract articles used by AEC.
§ 9—14.5003 Construction contracts.

(a ) Inspection services may be per­
formed by the architect-engineer respon­
sible for the design. Inspection services 
may not be procured from a fixed-price 
construction contractor with respect to 
its own work since this would represent 
self-inspection. Under cost-type con­
tracts where the construction contrac­
tor and architect-engineer are the same, 
some degree of self-inspection may be 
permitted but shall not constitute final 
inspection and acceptance by the Gov­
ernment. (See § 9-1.5407(g).)

(b ) [Reserved]
(c) When one contractor is to inspect 

the work of another, written instructions 
should be furnished the inspecting con­
tractor defining his responsibilities and 
stating that he is not authorized to mod­
ify the terms and conditions of the con­
tract, nor to. direct additional work, nor 
to waive any requirements of the con­
tract, nor to settle any claim or dispute. 
Copies of these instructions should be 
furnished the contractor who is to be in­
spected, with a request that he acknowl­
edge receipt on a copy to be returned to 
the contracting officer. In this manner, 
both contractors are on express notice of 
the authority, and limitations on the au­
thority, of the inspecting contractor.

PART 9-15— CONTRACT COST PRIN­
CIPLES AND PROCEDURES

Sec.
9-15.000 Scope of part.

Subpart 9—15.1— Applicability
9-15.103 Cost reimbursement research 

contracts with educational 
institutions.

Subpart 9—15.50— Cost Principles and Procedures
9-15.5000
9-15.5001
9-15.5002
9-15.5003
9-15.5004
9-15.5005
9-15.5005-1
9-15.5005-2
9-15.5005-3

9-15.5005-4

9-15.5005-5

9-15.5006

9-15.5007
9-15.5007-1

9-15.5007-2
9-15.5007-3

9-15.5008

Scope of subpart.
Definitions.
Responsibilities.
Deviations.
[Reserved]
General policy.
Actual cost basis.
Compensation through fee.
General basis for determina­

tion of costs.
Cost determination based on 

audit.
Contractor’s system of ac­

counting.
Advance understandings on 

particular cost items.
Direct and indirect costs.
Explanation of direct costs and 

indirect costs.
Treatment of indirect costs.
Company general and admin­

istrative expenses.
Negotiated fixed-price con­

tracts where costs incurred 
are a factor in determining 
the amount payable.

9-15.5008-1 General policy.
9-15.5008-2 Cost data.
9-15.5008-3 Contractor’s cost accounting 

system.
9-15.5009
9-15.5009-1
9-15.5009-2

9-15.5009-3

9-15.5009-4

9-15.5009-5

9-15.5010

9-15.5010-1

9-15.5010-2
9-15.5010-3

Treatment of indirect costs.
Direct charging of costs.
Appropriate departmentiza- 

tion.
Distribution of service depart­

ment costs to production 
departments.

Distribution of indirect costs 
of productive departments 
to work done.

General and administrative 
expenses.

Application of basic principles 
to particular situations.

Consideration of costs confined 
to locations involved.

Field work.
Use of Government-owned fa­

cilities.
9-15.5010-4 Contractor’s costs covering 

plant and equipment. 
9-15.5010-5 Overtime, shift, and holiday 

premiums.
9-15.5010-6

9-15.5010-7

9-15.5010-8
9-15.5010-9
9-15.5010-10
9-15.5010-11
9-15.5010-12
9-15.5010-13

9-15.5010-14

9-15.5010-15
9-15.5010-16

Outside technical and profes­
sional consultants.

Preparatory and make-ready 
costs.

Severance pay.
Precontract costs.
Plant reconversion costs.
Depreciation.
Research and development.
Bidding expense and costs of 

proposals.
Compensation for personal 

services.
Air travel.
Page charges in scientific Jour­

nals.
9-15.5010-17 Special funds in the construc­

tion industry.
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Sec.
9-15.5010-18 Employee morale, health, wel­

fare, and food service and 
dormitory costs.

9-15.5010-19 Procurements or transfers 
from contractor-controlled 
sources by certain cost-type 
contractors (See § 9—59.006 
( b ) ) .

9-15.5010-20 Relocation costs.
A u t h o r it y  : The provisions of this Part 

9-15 issued under sec. 161 of the Atomic 
Energy Act of 1954, as amended, 68 Stat. 948, 
42 U.S.C. 2201; sec. 205 of the Federal Property 
and Administrative Services Act of 1949, as 
amended, 63 Stat. 390, 40 U.S.C. 486.

§ 9—15.000 Scope of part.
The cost principles and the procedures 

for the determination and allowance of 
costs in connection with the negotiation 
and administration of AEC cost-reim­
bursement type contracts, except for re­
search contracts with educational insti­
tutions which are treated in FPR Subpart 
1-15.3, are set forth in Subpart 9-15.50. 
Standard cost articles setting forth 
examples of allowable and unallowable 
costs are included in Subpart 9-7.50. 
Subpart 9-15.50 also contains guidelines 
for use, where appropriate, in the evalua­
tion of costs in connection with certain 
negotiated fixed-price type contracts.

Subpart 9-15.1— Applicability
§ 9—15.103 Cost-reimbursement research 

contracts with educational institu­
tions. _

(a ) The cost principles in FPR Sub­
part 1-15.3 shall be incorporated by 
reference or attachment in cost-reim­
bursement research contracts with edu­
cational institutions to which they are 
applicable. However, contracts with 
educational institutions for the operation 
of AEC-owned contractor-operated re­
search laboratories are governed by the 
principles in Subpart 9-15.50 and 
§ 9-7.5006-9.

(b) Overhead rates shall be deter­
mined by after-the-fact audit, except as 
provided in paragraph (c) of this section.

(c) Predetermined fixed overhead 
rates may be used in cost-type research 
and development contracts with educa­
tional institutions (Public Law 87-638). 
The use of such rates is permissive and 
not mandatory. In determining whether 
or not predetermined fixed overhead 
rates should be used in a particular con­
tract, consideration should be given to 
the degree of stability shown in overhead 
rates and their bases over a period of 
years. All anticipated changes in the 
contractor’s volume and overhead shall 
be taken into consideration. In establish­
ing such predetermined overhead rates 
the following guidelines shall be used:

(1) The contractor, as soon as pos­
sible, but not later than three (3) 
months after the expiration of each fiscal 
year, shall submit to the contracting of­
ficer, a proposed predetermined overhead 
rate or rates for use during the contract 
year based on the contractor’s actual cost 
experience during the immediately pre­
ceding fiscal year, together with support­
ing cost data.

(2) Negotiation of predetermined fixed 
overhead rates shall be for a period of 1 
year only and should generally be based 
on an audit of the institution’s costs for 
the year immediately preceding the year 
in which the rate is being negotiated. 
If this is not possible, an earlier audit 
may be used, but appropriate steps should 
be taken to identify and evaluate sig­
nificant variations in costs incurred or 
bases used which may have a bearing 
on the reasonableness of the rate pro­
posed by the contractor. (Audits by other 
Government agencies may be utilized.) 
In the case of smaller contracts ($100,000 
or less), an audit made at an earlier 
date is acceptable provided (i) there have 
been no significant changes in the con­
tractor’s organization, and (ii) it is rea­
sonably apparent that having another 
audit made would result in little effect on 
the rate to be finally agreed upon.

(3) Predetermined overhead rates 
shall not be used for operating contracts 
(see Subpart 9-15.50).

(4) The use of predetermined fixed 
overhead rates in the following circum­
stances must have the approval of the 
Manager of £he Field Office:

(i) Where AEC-owned facilities and 
equipment exceed $1,000,000;

(ii) Where estimated reimbursable 
costs for the contract are expected to 
exceed $1 million annually;

(iii) Where there has been no recent 
audit of the overhead; or

(iv) Where there have been frequent 
or wide fluctuations in overhead rates 
and their bases over a period of years.

Subpart 9-15.50— Cost Principles and 
Procedures

§ 9—15.5000 Scope of subpart.
(a ) This subpart sets forth the general 

policy and principles for the determina­
tion of allowable costs which are appli­
cable to the negotiation and administra­
tion of cost-type contracts. Contracting 
officers shall take action to make this 
subpart applicable to cost-type subcon­
tracts by: (1) Directing compliance by 
the prime contractor if consistent with 
his currently existing contract; or (2) 
conditioning future contracting approval 
of subcontracting procedures or subcon­
tracts upon such compliance.

(b ) This subpart also provides guid­
ance for the evaluation of costs in nego­
tiated fixed-price contracts and subcon­
tracts where costs incurred are a factor 
in determining the amount payable. In 
determining the allowable costs of re­
search and development performed by 
educational institutions under cost-type 
contracts and cost-type subcontracts the 
provisions of FPR Subpart 1-15.3 
adapted from BoB Bulletin No. A-21 for 
common use by Federal agencies, will 
control. Research-type operating con­
tracts will be governed by the provisions 
of §§ 9-15.5005 and 9-7.5006-9.

(c) The terms “reimbursement” and 
“reimbursable” are used interchangeably 
in this subpart in relation to “allowable 
costs” as a matter of editorial conven­
ience. No “reimbursement” is actually 
involved in those situations where the

cost-type contractor makes payments for 
“allowable costs” from Government 
funds advanced to him by the AEC.

(d) Standard cost articles setting 
forth examples of allowable and unallow­
able costs are included in §§ 9-7.5006-9 
through 9-7.5006-12.
§ 9—15.5001 Definitions.

(a ) “Cost-type contract” includes cost, 
cost sharing, and cost-plus-a-fixed-fee 
contracts.

(b) “Cost-type subcontract” is a cost- 
type arangement in any tier under a 
cost-type prime contract where all 
higher-tier arrangements are on a cost
basis.

(c) “Operating contract” is a cost- 
type contract for the operation of a 
Government-owned facility, such as a 
production facility or a research and 
development facility.

(d ) “Construction contract” is a con­
tract for the construction, alteration, or 
repair of public buildings and public 
works.

(e) “Architect-engineer contract” is a 
contract for architect-engineer services 
related to the construction, alteration, or 
repair of public buildings and public
works.

(1) “Off-site architect-engineer con­
tract” is a contract where the design 
work is performed in the contractor’s 
central or branch office.

(2) “On-site architect-engineer con­
tract” is a contract where relatively com­
plete staffing is required for the design 
work at an office other than a central or 
branch office of the contractor, and where 
a minimum of support is required from 
the contractor’s central or branch office 
staff. The office where the design work is 
performed may be at the construction 
site or any other location.

( f ) “Supply contract” is a contract for
supplies and services, other than oper­
ating, construction, architect-engineer, 
experimental, developmental, or research 
work and personal services.

(g ) “Research and development con­
tract” is a contract for basic research 
(directed toward the increase of knowl­
edge in science), applied research (in­
volving the determination and expansion 
of the potentialities of new scientific dis­
coveries or improvement in technology, 
materials, processes, methods, devices, 
and techniques including attempts to 
“advance the state of the art”), or de­
velopment (the systematic use of scien­
tific knowledge which is directed toward 
the production of, or improvements in,
useful products to meet specific per­
formance requirements, but exclusive 
of manufacturing and production 
engineering).
§ 9—15.5002 Responsibilities.

(a ) The Controller is responsible for
developing and revising the policy ana 
procedures for the determination of al­
lowable costs, and for seeing that they 
are properly coordinated with the Gen­
eral Counsel, the Director, Division oi 
Contracts, and with other Divisions ana 
Offices having joint interests. . .

(b) Directors of Headquarters Divi' 
sions and Offices negotiating contracts,
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and Managers of Field Offices are re­
sponsible for following the policy, prin­
ciples and standards set forth herein in 
establishing the compensation provisions 
of contracts and subcontracts and for 
submission of deviations for Headquar­
ters consideration.

(c) The General Counsel is responsible 
for the preparation and interpretation 
of contracts.
§ 9—15.5003 Deviation.

Deviations from the policy and prin­
ciples s$t forth in this subpart shall not 
be made unless such action is authorized 
by the Director, Division of Contracts, 
after consultation with the Controller, 
General Counsel, and any other appro­
priate Headquarters office, on the basis 
of a written justification stating clearly 
the special circumstances involved. 
Where appropriate, any approved devia­
tion shall be reflected in the compensa­
tion provisions of the contract.
§ 9—15.5004 [Reserved]
§ 9—15.5005 General policy.

The general policy of the AEC in con­
nection with cost-type contracts and 
With cost-type subcontracts is as follows:
§ 9-15.5005—1 Actual cost basis.

(a) AEC reimburses its contractors for 
allowable costs actually incurred in the 
performance of their contracts in accord­
ance with their terms. Such allowable 
costs are those provided for in the con­
tract to the extent that they are neces­
sary or incident and either directly at­
tributable or equitably allocable to the 
work under the contract. This broad 
expression of the AEC’s reimbursement 
policy is further developed and elaborated 
upon throughout this subpart.

(b) (1) AEC uses retrospective or after- 
the-fact determination, usually called 
the “actual cost basis,” to establish the 
amount reimbursable to its contractors 
for their allowable costs. This general 
Policy precludes the use of predetermined 
fixed-overhead percentage rates except 
for provisional payment under para­
graph (d) of this section.

(2) It is recognized, however, that the 
total volume of work with a particular 
contractor in some cases may be so small 
that computation of the actual indirect 
costs may not be justified. In such cases 
it may be administratively desirable to 
adopt some alternative, such as a pre­
determined amount for indirect costs. 
However, a departure from the actual 
cost basis under a cost-type contract is 
considered administratively undesirable 
if the amounts involved are significant, 
and the use of either a predetermined 
amount for indirect costs, except under 
the circumstances noted above, or other 
alternatives (such as a fixed billing rate 
lor labor and overhead per direct labor 
hour) shall be submitted to Headquar- 
le*\v0r apProval- Any firm amount 
established for indirect costs, whether 
mall or significant, and any. other 

a tentative, shall be supported by a well- 
onsidered conclusion that the firm 
mount or other alternative will result 
n approximately the same compensa- 
°n for the costs concerned as would

likely result from determination on the 
actual cost basis. The negotiation of pre­
determined fixed amounts, fixed billing 
rates, etc., shall be made on the basis of 
actual cost experience and satisfactory 
cost projections, and in accordance with 
the principles and standards set forth in 
this subpart. Such amounts, rates, etc., 
will cover allowances only for allowable 
costs.

(c) When firm compensation for any 
otherwise allowable cost is negotiated, 
the items of such cost covered by the 
fixed amount shall be set forth in the 
contract or appropriate appendices as 
unallowable with maximum clarity in 
order to distinguish between allowable 
costs subject to reimbursement and costs 
which are covered by the negotiated fixed 
amount, and hence excluded from allow­
able cost in the case of the particular 
contract.

(d) Provisional payments on account 
of indirect costs incurred under the con­
tract shall be provided for only after re­
view of the contractor’s system of ac­
counting, including items treated as in­
direct costs and methods of distributing 
them or on the basis of previous audits 
or past experience with the particular 
contractor. Based on such a review, a 
provisional overhead rate or rates shall 
be established taking into consideration 
the prior year’s experience adjusted to 
eliminate nonrecurring costs and to re­
flect any new conditions which may be 
applicable to the future. Such rate or 
rates shall be applied to an appropriate 
base or bases for computation of the pro­
visional payments. The elements of indi­
rect cost and the base or bases used in 
computing provisional payments, shall 
not be construed as indicating the ele­
ments of expense to be distributed or the 
base or bases of distribution to be em­
ployed in the periodic determination of 
actual overhead. The aetual overhead 
shall be determined not less often than 
annually and the provisional payments 
made shall be adjusted accordingly. Prior 
to final settlement of the entire contract 
the actual overhead so determined peri­
odically shall be subject to appropriate 
subsequent adjustment including errors 
subsequently becoming known. The 
amount of any adjustment shall promptly 
be paid or credited by the AEC to the 
contractor or by the contractor to the 
AEC as the review has determined.
§ 9—15.5005—2 Compensation through 

fee.
(a) AEC compensates operating, con­

struction and on-site architect-engineer 
contractors through the fixed fee for gen­
eral and administrative expenses in­
curred in the general management and 
administration of the contractor’s busi­
ness as a whole by the contractor’s home, 
divisional or branch offices.

(b) In a particular case, the contrac­
tor may be compensated on “the basis 
of allowable cost, rather than through 
the fixed fee for some or all of the ex­
penses described in paragraph (a ) of 
this section if the Director, Division of 
Contracts, the Manager of the Field O f­
fice, or a representative having the au­

thority to approve the contract, author­
izes use of this alternative approach and 
determines that the negotiated fixed fee 
reflects proper downward adjustment 
from that which would otherwise have 
been established. In the case of no-fee 
contracts (including contracts providing 
for nominal or token fees), this category 
of expense may be either reimbursed on 
the basis of actual costs or compensated 
through a predetermined fixed amount.

(c) The above-stated policy does not 
preclude the payment of expenses merely 
because they are incurred or accounted 
for at or by the contractor’s home, di­
visional or branch offices; where expenses 
of a type typically incurred at construc­
tion or operation sites in support of the 
contract work, are, by reason of a par­
ticular contractor’s greater centraliza­
tion, incurred at such offices, rather than 
at the operation site, such expenses may 
be reimbursed.

(d) In the case of on-site architect- 
engineer contracts, the contracting offi­
cer may approve performance of some 
of the work in the contractor’s central or 
branch office location. The direct costs 
of such work and an equitable portion 
of such indirect costs at the central of­
fice or branch office location as are prop­
erly applicable and apportionable to such 
work are allowable. In such cases, the 
indirect costs attributable to the per­
formance at a central office or branch 
office location of work related directly 
and solely to individual contracts shall 
be distinguished with care from general 
and administrative expenses incurred by 
the contractor’s home or branch offices 
in the general management, supervision, 
and conduct of its business, since these 
general administrative expenses are usu­
ally compensated for through fee and, 
in any event, where allowable, are re­
lated to and apportionable over all work 
under the supervision of the office con­
cerned.

(e) As to work performed by an oper­
ating contractor in its own facilities, see 
§ 9-15.5007-3.
§ 9—15.5005—3 General basis for deter­

mination of costs.
The total reimbursable cost of an AEC 

cost-type contract is the sum of the al­
lowable direct costs necessary or incident 
to the performance of the contract, plus 
the properly allocable portion of the al­
lowable indirect costs, less applicable in­
come and other credits. In determining 
allowability and reimbursability of costs, 
there shall be considered also:

(a ) Reasonableness, including the ex­
ercise of prudent business judgment;

(b) Application of generally accepted 
accounting principles and practices ap­
propriate to identify and measure costs 
of performing the contract in accordance 
with this subpart;

(c) All exclusions of and limitations 
on types and amounts of items of cost 
set forth in the contract; and

(d) Approvals by the contracting of­
ficer required under the contract terms. 
(For examples of allowable and unallow­
able costs see §§ 9-7.5006-9 through 9-7. 
5006-12.)
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§ 9-15.5005—4 Cost determination based 

on audit.
(a ) The amount reimbursable under 

cost-type contracts shall be determined 
in accordance with the terms of the re­
spective contracts on the basis of audit. 
In the event that the contractual terms 
differ or are inconsistent (see § 9-15.5003 
for approval of deviations) with the 
principles stated herein the contractual 
terms control. The audit is performed 
directly by AEC (or by the cognizant 
Federal agency pursuant to arrange­
ments made by the AEC) in the case of 
cost-type contracts. Contracting officers 
shall assure that cost-type prime con­
tractors assume the responsibility for 
audit of subcontractors (and provide for 
the audit of lower tier subcontractors by 
the subcontractor immediately preced­
ing in the contractual chain) except as 
noted in this paragraph. Exceptions may 
be made to this general principle of sub­
contractors being audited by the next 
higher-tier contractor, where the latter is 
interrelated with the subcontractor in­
volved, does not have the necessary audit 
facilities or for other reasons is not in a 
position to perform the subcontract audit 
in a manner satisfactory to the AEC. 
In the event of such exception, the sub­
contract audit responsibility shall rest 
with the successively higher-tier con­
tractor (or ultimately AEC), but re­
sponsibility for determining the costs 
reimbursable to the subcontractor re­
mains with the next higher-tier contrac­
tor on the basis of such audit.

(b) Audit by other Federal agencies: 
Where the amount of cost-type work to 
be performed for AEC in a particular 
facility is less than that being performed 
at the same facility for other Federal 
agencies, arrangements may be made to 
have the cognizant agency perform the 
audit of the AEC contract or subcontract. 
These arrangements shall be made ad­
ministratively between AEC »and the 
other agency involved, and wherever pos­
sible shall provide for the cognizant 
agency to audit against the AEC cost 
principles. In no case, however, shall the 
arrangements preclude determination by 
the AEC contracting officer of the allow­
able and unallowable costs in accordance 
with AEC cost principles set forth in 
§§ 9-7.5006-9 through 9-7.5006-12. Steps 
appropriate in the light of the magnitude 
and nature of the costs shall be taken by 
the contracting officer to ascertain that 
the audit results properly reflect the ap­
plication of AEC cost principles (particu­
larly as to types and amounts of items of 
cost including incidence, allocability, and 
equitable distribution thereof).
§ 9—15.5005—5 Contractor’s system of 

accounting.
(a ) (1) Careful AEC study of the con­

tractor’s usual accounting procedures 
shall be made prior to arriving at an un­
derstanding with the contractor as to the 
accounting system to be employed by the 
contractor during the period of contract 
performance.

(2) The contractor’s customary ac­
counting practices are usually accepted 
if they conform to generally accepted ac­

counting principles, produce equitable re­
sults, are consistently applied, are not in 
conflict with the provisions of this sub­
part, are conducive to accurate costing of 
the contract work, and produce reports 
required by the AEC.

(b) It is the AEC’s policy to discourage 
firm contractual provisions relating to 
the contractor’s accounting system (in­
cluding methods for computing iridirect 
costs) which preclude appropriate ret­
rospective modification. No firm con­
tractual provision shall be included in the 
contract where there is no previous Gov­
ernment contracting experience with the 
contractor’s methods of operation and 
accounting. Contracting officers may, 
however, include firm contractual provi­
sions when there is a comprehensive un­
derstanding of the contractor’s methods 
of operation and accounting as a result of 
Government contracting experience in 
dealing with the contractor and the con­
tracting officer makes a determination, 
based on an AEC study thereof, that the 
contractor's accounting procedures are 
likely to produce equitable results in the 
future as in the past. Such firm con­
tractual provisions shall be subject to ad­
justment retroactively at the request of 
either party to the contract when the 
method of overhead determination has 
become inequitable as a result of

(1) Any substantial difference accru­
ing between the cost patterns of work 
under the contract and other work of the 
contractor; or

(2) Any significant change occurring 
in the nature of the business, the extent 
of subcontracting, fixed asset improve­
ment program, the inventories, the 
volume of sales and production, manu­
facturing processes, the contractor’s 
products, or other relevant circum­
stances.
§ 9—15.5006 Advance understandings on 

particular cost items.
It is important that agreement between 

AEC and its contractors be reached in 
advance of the incurrence of costs in 
categories where reasonableness or allo­
cability are difficult to determine iii order 
to avoid possible subsequent-disallowance 
or dispute. Any such agreement should 
be incorporated in cost-type contracts 
and should govern the cost treatment 
covered thereby. But the absence of such 
agreement on any element of cost will 
not, in itself, serve to make that element 
either allowable or unallowable. Ex­
amples of costs on which advance agree­
ments may be particularly important 
are:

(a) Deferred maintenance costs;
(b) Precontract costs;
(c) Professional or technical consult­

ing services;
(d) Reconversion costs;
(e) Research and development costs;
(f ) Royalties;
(g ) Selling and distribution costs;
(h) Unemployment insurance experi­

ence ratings;
(i) Employee compensation, travel in­

cluding relocation costs, and other per­
sonnel costs. AEC utilizes two basic 
methods of achieving and recording un­

derstandings with contractors as to the 
allowability of employee compensation, 
travel, and other personnel costs: Nego­
tiation of a personnel appendix to the 
contract which sets forth the policies, 
programs, and schedules which are ac­
cepted as the basis for determining the 
allowability of costs; or reviewing and 
reaching agreement on established 
policies, programs, and schedules (and 
any changes thereto during the contract 
term) applicable to the contractor’s pri­
vate operations which are Acceptable for 
contract work and which will be consist­
ently followed throughout the con­
tractor’s organization. Generally, a 
personnel appendix to the contract is 
utilized in contracts for work in Govern­
ment-owned facilities, and in other con­
tract situations when one or more of the 
following circumstances exist: When 
policies, programs, and schedules are es­
tablished specifically for contract work; 
when the contractor’s work is pre­
dominantly or exclusively made up of 
negotiated Government contract work; 
when contract work is so different from 
the organization’s private work that ex­
isting established policies, programs, 
and schedules cannot reasonably be ex­
tended to and consistently applied on 
contract work; or, when established 
policies, programs, and schedules pro­
posed for contract work are not suffi­
ciently definitive to permit a clear 
advance mutual understanding of allow­
able costs and to provide a basis for 
audit. Managers of Field Offices are au­
thorized to select the alternative method 
of achieving and recording advance un­
derstanding that they find most appro­
priate after considering the facts of the 
particular contract situation. In the case 
of contracts with an estimated annual 
expenditure of less than $250,000 for 
performance of work not located at 
Government-owned facilities, Managers 
of Field Offices may waive advance un­
derstandings in the area of compensa­
tion, travel, and other personnel costs 
where they believe that the circumstance 
does not warrant their use. Employee 
compensation, travel, and other person­
nel costs as used In this paragraph 
include:

(1) Compensation for personal serv­
ices, including wages and salaries, 
bonuses and incentives, premium pay­
ments, pay for time not worked, and sup­
plementary compensation and benefits, 
such as pension and retirement, group 
insurance, severance pay plans, and 
other forms of compensation covered by 
§ 9-15.5010-14;

(2) Morale, health, welfare, and food 
service and dormitory costs;

(3) Training and education costs; and
(4) Employee travel costs, including 

travel on official business, relocation of 
employees, foreign travel, travel of exec­
utive officers, and special or mass 
personnel movement.
§ 9—15.5007 Direct and indirect costs. 
§9-15.5007-1 Explanation of direct 

costs and indirect costs.
(a) The classification of an item of 

cost as a direct cost or as an indirect cost
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has reference to the manner in which the 
particular cost is charged to or lodged 
against the products manufactured, 
work done, or services performed. In 
general, direct costs are those which are 
identified as having been incurred spe­
cifically for or on account of a particular 
product (or lots of similar products), 
work order, job, or contract. Materials, 
labor, or expenses which relate specifi­
cally and solely to the manufacture of a 
particular product or to the performance 
of a distinct job or work are broad exam­
ples of direct costs.

(b) Indirect costs are comprised of 
items of material, labor, and expenses 
which benefit not only a particular prod­
uct or a specific unit of work but also 
other production or work and are so re­
lated to the particular product or specific 
task that the amount of the cost which 
should properly be lodged against it can­
not be precisely determined, at least 
without effort entirely disproportionate 
to the increased accuracy achieved. 
There is no universal rule that under 
every accounting system certain items of 
cost shall be treated as direct or as in­
direct costs. It is essential, however, that 
within the accounting system of any 
given organization each item of cost be 
consistently treated in the same manner. 
Also, since indirect costs must ultimately 
be lodged against the various products, 
work orders, jobs or contract which bene­
fit from their incurrence, it is necessary 
to establish ways or means of apportion­
ing or distributing these indirect costs 
equitably to all work concerned. Since 
the means of accomplishing this distri­
bution of indirect costs are necessarily 
somewhat arbitrary and not precisely 
correct, accuracy is best attained by 
treating as direct costs all items of cost 
which are susceptible of such handling 
and by limiting to the greatest practical 
extent the number of items of cost which 
are treated as indirect costs. The con­
tractor’s accounting system should be 
examined and modified so that such re­
sults are achieved. (See § 9-15.5005-5.)
§ 9-15.5007—2 Treatment of indirect 

costs.

(a) The contractor’s indirect costs, 
which must be appropriately identified 
and supported by adequate documenta- 

hitlst be carefully examined with 
the objective of excluding for reimburse­
ment purposes all types of indirect costs 
nat are either unallowable in nature 

“ St of examples in standard cost 
articles §§ 9-7.5006-9 through 9-7:5006- 

) or not properly allocable to perform­
ance of work under the AEC contract.

may be that only a portion of a given 
Sr“  °f indirect costs will fail to meet 

se tests and require such exclusion.
1 r ®x“ uding all such expenses, the 
Hnr!^ning indire<* costs require alloca- 
tho* y an, accePtable method or methods 
APrt result in equitable charges to the 
riiro fCOn̂ rac*‘ Any item or items of in- 
nr Cosi  that are so excluded in whole 
a w *  Sart s^aii include an amount for 
oth ptl.on of their appropriate share of 

r“ ated indirect and administrative 
es. Some examples of indirect

costs that should include a fair share of 
other indirect and administrative ex­
penses are: research and development 
costs, selling expenses, and bidding and 
proposal costs.

(b) The methods of allocation of in­
direct costs shall be determined in ac­
cordance with the policy and procedure 
outlined in § 9-15.5005-5 ( b ) . Careful re­
views shall be made from time,to time 
as appropriate, particularly where there 
is a significant change in the nature or 
volume of activity, to determine whether 
the method or methods of allocation 
previously used continue to be equitable. 
The ultimate objective in allocating in­
direct costs is to charge fair shares of 
the various expenses concerned to the 
AEC contract work. The appropriate 
method or methods of allocation are de­
pendent upon the particular circum­
stances and conditions; hence, no gen­
eral rules can be stated as to particular 
methods or bases of allocating indirect 
costs applicable and appropriate in all 
cases. One method may be determined 
to be appropriate for allocating certain 
indirect costs but not others, in which 
case a different method or methods must 
be established which will equitably allo­
cate the other indirect costs. This means 
that it may be necessary 'to establish 
separate pools of indirect costs for par­
ticular items of expense and to use sep­
arate methods of allocation for each pool 
in order to establish equitable results.
§ 9—15.5007—3 Company general and 

administrative expenses.
Although the AEC generally compen­

sates operating, construction and on-site 
architect-engineer contractors through 
fee for company general and administra­
tive expenses (see § 9-15.5005-2), it al­
lows such company general and adminis­
trative expenses under off-site architect- 
engineer, supply, and research contracts 
with commercial contractors perform­
ing the work in their own facilities. Con­
tractor’s general and administrative ex­
penses may, however, be included for 
reimbursement under AEC off-site archi­
tect-engineer, supply, and research con­
tracts only to the extent that they are 
established, after careful examination, to 
be allowable in nature and properly allo­
cable to the work. Work performed in a 
contractor’s own facilities under an op­
erating or construction contract may 
likewise be allowed to bear the properly 
allocable portion of allowable company 
general and administrative expense.
§ 9—15.5008 Negotiated fixed-price con­

tracts where costs incurred are a 
factor in determining the amount 
payable.

§ 9—15.5008—1 General policy.
See § 9-3.807 and PPR 1-3.807.

§ 9—15.5008—2 Cost data..
Where the use of cost data is required 

by § 9-3.807 and PPR 1-3.807, the cost 
principles outlined in this subpart, in­
cluding the items listed as unallowable 
costs in the standard cost articles, §§ 9— 
7.5006-9 through 9-7.500&-12 of this 
chapter, shall be applicable in the ac­
counting reviews of contractor’s propos­
als for pricing and in the preparation

of the advisory accounting reports which 
are to be used as a guide by the contract­
ing officer in negotiating the final price. 
An exception to this is the treatment of 
contingency reserves or allowances in 
connection with estimates of future costs. 
If contingencies are known to exist in 
such cases and the effects may be gauged 
within reasonable limits (such as antici­
pated costs of defective work), consid­
eration thereof may be included in the 
estimates. Where conditions are known 
that may give rise to a contingency but 
the effects cannot be reasonably esti­
mated (such as general business risks), 
the contingency should not be included 
as a cost factor but should be disclosed 
as a separate item for the consideration 
of the contracting officer.
§ 9—15.5008—3 Contractor’s cost ac­

counting system.
Where a fixed price contract with price 

redetermination provisions (including 
the incentive type) is involved, it should 
be determined at the inception of the 
contract that the contractor’s accounting 
system is maintained in accordance with 
generally accepted accounting principles 
and practices and will equitably reflect 
the costs of contract performance. This 
may be done either on the basis of a sur­
vey of the accounting system, previous 
experience with the contractor, or by 
such other means as may be considered 
satisfactory to the contracting officer.
§ 9—15.5009 Treatment of indirect costs.

For purposes of allowability, indirect 
costs, like direct costs, are subject to the 
requirements of § 9-15.5005-3 with re- 

aspect to the general basis for determina­
tion of costs.
§ 9—15.5009—1 Direct charging of costs.

The nature of some types of cost, 
possibly significant in amount, and their 
relationship to the contractor’s work 
may be such as to necessitate their treat­
ment as indirect costs. However, in order 
to secure the most accurate and equi­
table results, the various types of cost 
normally treated as indirect costs by the 
contractor under its regular accounting 
procedures should be examined to deter­
mine which types should, for purposes 
of reimbursement under the AEC con­
tract, be treated as direct costs. Such 
action should be taken whenever the in­
creased accuracy that results is suffi­
ciently material to justify the expendi­
ture of the additional time, effort, and 
expense entailed. Where a type of cost 
is charged direct to the AEC contract, no 
item of a similar character which on the 
same basis is properly chargeable only 
to other work should be included in 
indirect costs apportioned to the AEC 
contract. Treatment of items of cost as 
direct charges, consistently as to both 
the AEC contract and the contractor’s 
other work, should be employed to the 
fullest extent practicable, correspond­
ingly reducing the volume of costs to be 
treated as indirect costs that require 
distribution by arbitrary methods which 
are not precise and accurate and there­
fore, at best, produce only approximate 
results.
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§ 9—15.5009—2 Appropriate department 

tization.
Appropriate departmentization for 

cost-reimbursement purposes should be 
effected between different kinds of pro­
ductive activity, such as:

(a) Between manufacturing involving 
substantial expenses of machinery de­
preciation, machinery operation and 
maintenance, space, electric energy, 
tools, etc., and research generating 
relatively small overhead costs;

(b) Between heavy manufacturing re­
quiring expensive equipment and power 
machinery, and light manufacturing 
which by comparison is practically a 
hand operation;

(c) Between research work requiring 
an elaborate layout of laboratory facili­
ties and equipment, and research involv­
ing primarily the application of mental 
effort and requiring little or no equip­
ment.
The objective and result should be to 
burden manufacturing work, or different 
kinds of manufacturing work, and re­
search work, or different kinds of re­
search work, each with the indirect costs 
properly applicable to the respective 
kind of work. If a nondepartmentized 
plant or individual department is so con­
stituted that the indirect costs, rather 
than relating fairly proportionately to 
all work in the plant or department, 
particularly to the work under the AEC 
contract, relate more to some work than 
to other work, consideration should be 
given to further departmentization. The 
costing refinement may be made on a 
quasi-department basis from data fur­
nished by the existing accounting system 
or developed on as reasonable an analysis 
as the facts and circumstances permit. 
The further departmentization should 
preferably be incorporated into the con­
tractor’s own accounting system.
§9-15.5009-3 Distribution of service 

department costs to production de­
partments.

The total indirect costs of each pro­
ductive department include an appro­
priate share of the costs incurred by the 
nonproductive or so-called service de­
partments, such as the maintenance de­
partment, the power plant department, 
stores handling department, and tool 
room department. The basis used to 
distribute the costs of each individual 
service department should result in eq­
uitable allocation of the service depart­
ment costs to the productive depart­
ments, particularly those productive de­
partments in which work under the AEC 
contract is performed. In the case of 
each service department the distribution 
method used should be appropriate in the 
circumstances, whether it be based on 
number of workers, floor space occupied, 
measurable services, total labor costs, 
total labor hours, some other basis, or a 
combination of methods.
§ 9—15.5009—4 Distribution o f indirect 

costs o f productive departments to 
work done.

In order to distribute the indirect costs 
of a productive department to the work

done in the particular department, it is 
necessary that the apportionment be 
based on a factor which is common to all 
work performed in the particular de­
partment and which closely approxi­
mates the extent to which the services 
represented by the indirect costs of the 
department are utilized in performing 
the work done on the individual con­
tracts and work orders. The variety and 
complexity of production work makes it 
difficult to determine the most appro­
priate and equitable common denomi­
nator for distributing a department’s in­
direct costs to the department’s work. 
Since, insofar as the use made of services 
represented by a productive depart­
ment’s indirect costs is concerned, the 
major factor common to all work of the 
department is either direct labor cost or 
the time required for performance, the 
methods commonly used for distributing 
a department’s indirect costs, each of 
which is based on one of these two fac­
tors, are:

(a ) The direct labor cost method.
(b) The direct labor hour method.
(c) The departmental hourly rate 

method.
(d) The machine hours method.

Which of these methods is most ap­
propriate for a particular department 
depends on whether distribution of the 
department’s indirect costs equitably 
should be proportionate to the depart­
ment’s costs of direct labor, hours of di­
rect labor, or hours of machine use. If 
the contractor’s departmentization fol­
lows sound and recognized lines of or­
ganizational subdivision, one of these 
methods usually will be found sufficiently 
accurate and equitable to be accepted. 
If not, departmental refinement or quasi- 
departmentization may be required, 
or combinations of the above methods 
or the development of other methods 
equitable in the particular circum­
stances may be necessary.
§ 9—15.5009—5 General and administra­

tive expenses.
(a ) Allowability. As indicated in 

§ 9-15.5005-3, a contractor’s general and 
administrative expenses may be accepted 
for apportionment to work under an AEC 
off-site architect-engineer (see also § 9- 
3.404-50(f ) (1) (iii)), supply, or research 
contract only to the extent that they are 
established, after careful examination, to 
be allowable in nature and, on the basis 
of incidence to its performance, properly 
allocable to the work. The following are 
a few examples of expenses which, al­
though not unallowable because of their 
basic nature, are not incident to the per­
formance of an AEC contract:

(1) The salaries and expenses fit cor­
porate officers, and their staffs, whose 
services do not apply to the performance 
of the AEC contract work, e.g., those 
whose services are devoted to sales ac­
tivities promoting the marketing of the 
contractor’s manufactured products; or 
to matters completely separate from the 
contractor’s manufactured products, 
such as the merchandising of products 
made by others; or to the handling of

investments so substantial as to consti­
tute in effect a separate business.

(2) Legal and other expenses in con­
nection with applications for patents for 
the contractor’s account.

(3) Outgoing freight costs, in appli­
cable to the AEC contract products be­
cause delivery of such products is taken 
f.o.b. contractor’s plant.

(4) Expenses (depreciation, operation, 
and maintenance of buildings and equip­
ment, labor, and other costs) applicable 
to warehousing and storage of the con­
tractor’s products but not incident to the 
products under the AEC contract be­
cause they are delivered upon completion.

(5) Expenses of maintenance and re­
pairs which would normally have been 
performed in an accounting period prior 
to the period of performance of the AEC 
contract but which for some reason— 
possibly abnormal operating conditions, 
shortages or high costs of material or 
labor, or lack of funds— have been de­
ferred.

(b) Allocation. No one method of dis­
tribution can be stated to be always most 
equitable and best for purposes of dis­
tributing a contractor’s allowable and 
properly allocable general and adminis­
trative expenses to individual jobs and, 
specifically, to work for AEC. Careful 
consideration of the expenses themselves, 
of differences in work performed, and of 
the relationship of the expenses to the 
different kinds of productive activity is 
necessary in each case to assure that the 
method used produces fair and equitable 
results in the particular, circumstances. 
Several of the methods frequently em­
ployed are briefly discussed below.

(1) Total manufacturing costs (in­
cluding material) may in many cases 
be an appropriate basis for distributing 
general and administrative expenses to 
jobs in connection with which the rela­
tion to one another of the component 
cost elements is substantially the same as 
the cost pattern of the contractor’s work 
generally. However, they would be an in­
appropriate basis in the case of a job 
whose material cost component, due to 
heavy material purchases and subcon­
tracting, is abnormally high by com­
parison with the general cost pattern of 
the contractor’s total work. In such a 
case the normal generaTand administra­
tive expense rate applicable to total 
manufacturing cost, arrived at on the 
basis of the general cost pattern of the 
contractor’s work, should be appropri­
ately adjusted because of the special cir­
cumstances pertaining to the particular 
job, or a different basis of allocation 
should be used to distribute general and 
administrative expenses to the job. For 
cost reimbursement purposes, total 
manufacturing costs generally consti­
tute a more appropriate base for the dis­
tribution of general and administrative 
expenses than does either the total cost 
of goods sold or total sales. Each of these 
latter bases may be deficient and inequi­
table in that it distributes general and 
administrative expenses to work sold 
rather than to work performed during 
the period concerned.
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(2) Processing costs are used in many 
cases as the basis for allocating general 
and administrative expense. If the major 
indirect costs attributable to material—  
such as purchasing, receiving, inspect­
ing or testing, internal handling (to 
stockrooms and to jobs directly and from 
stockrooms), storing, inventorying, con­
trolling, and issuing materials— are 
either included in indirect manufactur­
ing costs or segregated and treated sep­
arately as material burden or material­
handling expense, it will probably be 
more equitable to exclude material cost 
from, than to include it in, the base for 
allocating general and administrative ex­
pense. However, exclusion of material 
cost from the base for allocation of gen­
eral and administrative expense where 
the administrative costs attributable to 
materials are accounted for as general 
and administrative expenses might well 
be subject to the criticism that costs 
which contribute to the generation of 
general and administrative expenses 
are not included in the base for their 
allocation.

(3) Direct labor cost alone is some­
times used as the basis for allocating 
general and administrative expenses. 
However, in many cases use of this 
method would be inappropriate since it 
fails to recognize that processing costs 
other than direct labor and also, to some 
extent at least, material costs serve to 
generate and to benefit from the incur­
rence of general and administrative ex­
pense. The propriety of this method 
would be subject to serious questions 
in a situation where the cost pattern of 
a particular job (i.e., the portion of the 
cost representing labor, other processing 
costs, and material) differs significantly 
from the normal cost pattern of the con­
tractor’s total work.

(c) Allocation of home office expenses 
of multiplant organizations. In the case 
of a multiplant organization there will be, 
in addition to the general and adminis­
trative expenses of the individual plants, 
overall company general and administra­
tive expenses. These latter expenses re­
quire distribution or apportionment to 
all of the company’s plants and other 
activities on an equitable basis or bases. 
Generally, these overall company ex­
penses are not distributed to the com­
pany’s various activities as a single pool 
of expense. Rather, individual classifica­
tions of expense or categories of similar 
types of expenses are spread separately 
on varied bases— such as number of em­
ployees, total payrolls, total manufactur­
ing costs, services rendered, time devoted, 
and allocations based on the results of 
detailed studies and analyses in prior 
years. The total activities of an organiza­
tion may include, in addition to manu­
facturing, separate and distinct opera- 

(such as sale and distribution of 
tandard commercial products of the 

company’s own manufacture, merchan- 
sing of products made by and pur- 

nased from other manufacturers, and 
vestment activities) so varied and 
ssimilar as to render extremely diffi- 

c t the problem of determining the 
proper factors to serve as common de­

nominators for the fair and equitable 
allocation of the overall company ex­
penses. Moreover, each expenditure 
within a given expense classification 
probably does not benefit all activities 
in the same way and to the same extent 
as does any other expenditure in the 
same expense classification. The fore­
going serves to emphasize that the rela­
tionship of company general and admin­
istrative expenses to individual plants 
and other activities is not susceptible of 
precise evaluation. The objective must 
be, as to the particular classification or 
categories of such expense, a basis of 
apportionment which accomplishes its 
reasonable and equitable, though ad­
mittedly only approximately correct, 
distribution to the company’s various 
activities, particularly those in which 
work for AEC is performed.
§ 9—15.5010 Application o f basic prin­

ciples to particular situations.
This guide contains examples of the 

application of the policy and principles 
outlined in Subpart 9-15.50 to particular 
situations.
§ 9—15.5010—1 Consideration o f costs 

confined to locations involved.
If a contractor does work for AEC at 

two or more plants, offices, or depart­
ments, the indirect costs of each plant, 
office, or department will be applied only 
to the work of the particular plant, office, 
or department. Separate treatment of 
plants, offices, and departments for ac­
counting purposes is always important; 
this importance is further accentuated 
if one of them is furnished with AEC 
equipment. Similarly, where a contractor 
that operates more than one plant, office, 
or department does work for AEC at only 
one particular location, only the costs 
applicable to the particular location in­
volved should be considered in costing 
the AEC work. The costs related to the 
other plants, offices, or departments 
which do not perform services in con­
nection with the AEC contract, are in­
applicable to the work under the AEC 
contract.
§ 9—15.5010—2 Field work.

Where a contractor conducts opera­
tional activities both at its plant and* at 
field locations, the apportionment to the 
field work of indirect operating costs in­
curred at the plant should be confined 
to only those expenses which are actually 
applicable to the field work. For example, 
indirect labor, idle time of direct labor, 
and other indirect costs applicable only 
to the contractor’s operational activities 
at the plant location should not be ap­
portioned to field work. Moreover, if the 
indirect operating expenses applicable to 
field work as well as work at the plant 
are apportioned on the basis of direct 
labor, direct labor at the field location 
should, for purposes of the apportion­
ment at least, be distinguished from in­
direct labor at that location on a basis 
paralleling the classification of labor as 
between direct labor and indirect labor 
at the plant location. Similarly, if idle 
time of personnel normally treated as 
direct labor is involved at the field loca­

tion, such idle time should be excluded 
from direct labor for purposes of distrib­
uting indirect operating costs incurred 
at the plant that are applicable to the 
field work. Also, if the field operation’s 
direct labor cost involves wage or salary 
increments for services abroad or in iso­
lated areas, such increments should be 
excluded from the direct labor cost base 
for purposes of distributing applicable 
indirect operating costs.
§ 9—15.5010—3 Use o f G ove rnm ent -  

owned facilities.
If the Government furnishes the con­

tractor, or the contractor acquires at 
Government expense, Government- 
owned equipment with which to do all 
or a significant amount of the work 
under the AEC contract, on which equip­
ment the Government is bearing the ex­
penses of depreciation, maintenance, 
insurance, and taxes, appropriate pro­
cedures must be established to avoid ap­
portioning to AEC work performed with 
AEC-owned equipment a share of the 
expenses of depreciation, maintenance, 
insurance, and taxes on the contractor’s 
equipment not used to perform such 
work. If the Government-owned equip­
ment is placed in a segregated area, that 
area should be accounted for as a sepa­
rate department. If the Government- 
owned equipment is not placed in a sepa­
rate area, other steps must be taken to 
avoid what would amount to a double 
equipment burden-on work performed 
with the Government-owned facilities. 
Such work should be so accounted for 
as to be relieved of charges for expenses 
related to contractor’s equipment not 
used in its performance.
§ 9—15.5010—4 Contractor’s costs cover­

ing plant and equipment.
Charges relating to contractor-owned 

plant and equipment should be restricted 
to the applicable costs, such as deprecia­
tion, maintenance, insurance, and taxes, 
and should not be on a rental basis. 
(Compensation in excess of cost is cov­
ered by the fixed fee.) Rentals of plant 
and equipment owned by third parties 
are normally allowable if the rates are 
reasonable in the light of the type, value, 
and condition of the property involved 
and option and other provisions of the 
lease agreement. However, where the 
plant and equipment used by the con­
tractor is rented by the contractor under 
a sale and lease-back agreement, only 
the normal costs (such as depreciation, 
maintenance, insurance, and taxes) that 
would have been incurred if the con­
tractor had retained legal title to the 
facilities should be allowed. Allowances 
for plant and equipment rented under 
agreements that are not arms-length 
transactions should be similarly 
restrictive.
§ 9—15.5010—5 Overtime, shift, and hol­

iday premiums.
(a ) Overtime, shift, and holiday pre­

miums are allowable only to the extent 
provided in the contract or approved by 
the contracting officer. The amount of 
such premiums charged to an AEC con­
tract shall be equitable in relation to the
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amount of such costs charged to other 
work currently performed in the con­
tractor’s plant and the factors which 
necessitate this incurrence of the cost. 
When the necessity for overtime, shift, 
and holiday work arises from inadequacy 
of the contractor’s plant or department 
to perform its total workload on a purely 
straight-time basis, inclusions in over­
head for apportionment to all work of 
the plant or department, as the case may 
be, appears appropriate. When particu­
lar work, AEC or other, is being specially 
expedited to a point that its fair share of 
the contractor’s purely straight-time 
efforts on a single-shift basis will not 
get the particular job completed within 
the time desired, direct charging of the 
related premiums appears appropriate.

(b) When premiums for overtime, 
shift, and holiday work are charged 
direct to the work concerned, if the op­
erating overhead of the plant or related 
department is distributed on the basis 
of direct labor (cost or hours), the pre­
miums should be excluded from the direct 
labor base for purposes of the overhead 
distribution. That is, the direct labor 
base should be, as appropriate, direct 
labor straight-time costs or direct labor 
hours actually worked. While the pre­
miums for authorized overtime, shift, 
and holiday work are acceptable as reim­
bursable costs, it is generally recognized 
that direct labor hours worked on an 
overtime, shift, or holiday basis should 
participate in indirect costs to the same 
extent as hours worked on a straight- 
time basis.
§ 9—15.5010—6 Outside technical and 

professional consultants.
Technical and professional consult­

ants, as used here, refers to private in­
dividuals acting in their own behalf who 
make their services available on a fee or 
per diem basis. Consultant arrangements 
may permit bringing to contract work 
the services of outstanding specialists 
who would not be available on a full-time 
basis, or whose employment on a full­
time basis would not be economically 
feasible. Costs of such outside consultant 
services are normally allowable (how­
ever, see §§ 9-7.5006-9(e) (26) ; 9-7.5006- 
10(e) (24) ; 9-7.5006-ll(b) ; and 9-7.5006- 
12(e) (22) ) : Provided, That, the services 
are essential to and will make a material 
contribution to the performance of con­
tract work; the services may be per­
formed more economically or more suc­
cessfully by a consultant than by the 
contractor’s regular personnel; the fee 
or per diem charged is reasonable; and 
when approved by the contracting offi­
cer. If the cost of such services is charged 
directly to the AEC contract, the cost of 
like items properly chargeable only to 
other work of the contractor must be 
eliminated from indirect costs allocable 
to the AEC contract (see § 9<-15.5009-1).

§ 9—15.5010—7 Preparatory and make- 
ready costs.

Since indirect costs are usually appor­
tioned to individual jobs wholly or sub­
stantially on the basis of the direct labor 
applied to the particular job, a contract 
will absorb no overhead by apportion-
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ment prior to the inception of the actual 
performance of direct work on the con­
tract. The effort of the contractor’s over­
head organization in preparing for one 
job and in getting it underway will thus 
be absorbed by jobs previously com­
menced and still being performed; later 
the job which in its initial stages of 
preparation and make-ready was relieved 
of expenses that were actually applicable 
to it will partially absorb, through their 
apportionment as overhead, similar costs 
equally applicable in fact to other, subse­
quently undertaken jobs. This procedure 
is in accordance with generally accepted 
accounting practices and normally is 
reasonably equitable in its results. The 
initial advantages and subsequent dis­
advantages to the individual contract 
that result from consistent application 
of the procedure tend to offset each 
other and balance out. It is quite appro­
priate, however, to employ the direct- 
charge method in connection with over­
head costs in preparing for actual 
performance by segregating such prepar­
atory and make-ready costs and identi­
fying them specifically with the contract 
to which the effort actually pertains. 
However, if preparatory and make-ready 
costs are charged direct to an AEC 
contract, care must be taken, as per­
formance of the AEC contract work pro­
ceeds toward completion, to segregate 
subsequent indirect expenses similarly 
applicable to the preparation for and 
commencement of other jobs and to ac­
count for them as direct charges to 
these other jobs.
§ 9—15.5010—8 Severance pay.

(a ) Severance pay is a payment, in 
addition to regular salaries and wages 
but exclusive of payments for vested 
rights under pension plans, by an or­
ganization to personnel whose employ­
ment is terminated. Severance pay is 
allowable as a cost only to the extent 
that it is required by law, employer- 
employee agreement, or established pol­
icy that constitutes in effect an implied 
agreement on the contractor’s part.

(b) Severance payments are divided 
into two categories as follows:

(1) Those due to normal, recurring
turnover. The actual costs of such pay­
ments shall be regarded as expense 
applicable to the current fiscal year and 
equitably apportioned to the contractor’s 
activities during that period. Accruals 
of such normal severance pay will be 
acceptable in lieu of actual severance 
pay if the accruals are reasonable in the 
light of payments actually made due to 
normal severance over a representative 
past period. ^

(2) Those due to abnormal or mass 
terminations resulting from abrupt 
cessation of substantial work and in­
ability of remaining work to afford con­
tinuing employment at the same level. 
The actual costs of such severance pay­
ments shall be regarded as expense ap­
plicable to the approximate average of 
the entire periods of employment of the 
terminated employees and equitably 
apportioned to the contractor’s activities 
during such average period. (Accruals of 
such abnormal or mass severance pay are

not allowable in view of its conjectural 
nature.)

(c) It will usually be acceptable to ap­
portion severance payments on the basis 
of the ratio of total severance payments 
to a suitable base for the period estab­
lished pursuant to paragraph (b ) (1 )  or
(2) of this section, such as payrolls of all 
employees, direct salaries and wages, etc. 
The rate so determined shall be applied 
to the corresponding element of cost on 
the individual contracts. The rate should 
be determined on the basis of the opera­
tions of individual activities or other or­
ganizational units, such as departments, 
where such separate computations effect 
more accurate and equitable results. 
Severance pay should ordinarily not be 
considered as directly applicable to any 
particular contract or contracts. The 
foregoing applies to cost-type supply and 
research contracts with commercial 
organizations.

(d) Subject to paragraph (a) of this 
section, the following standards apply in 
determining allowability of costs for 
severance pay plans of operating 
contractors:

(1) Payments should be made only 
upon involuntary termination by reduc­
tion in force (R IF) of an employee which 
results in a permanent separation from 
the employment of the contractor. How­
ever, payments may also be made upon 
voluntary separation of an employee 
within a R IF grouping but not otherwise 
scheduled for termination which thereby 
eliminates the need for terminating 
another employee involuntarily.

(2) Payments should not be provided 
for in the event of (i) temporary layoffs,
(ii) employment with a replacement con­
tractor (employer) where continuity of 
employment with credit for prior length 
of service is preserved under substan­
tially equal conditions of employment,
(iii) early or normal retirement, or (iv) 
continued employment by the contractor 
at another facility, subsidiary, affiliate, 
or parent company of the contractor.

(e) The subject of severance pay with 
reference to educational institutions is 
discussed in FPR 1-15.309-36.
§ 9 —15.5010—9 Precontract costs.

Precontract costs are those incurred 
prior to the effective date of the contract 
directly pursuant to the negotiation and 
in anticipation of the award of the con­
tract where such incurrence is necessary 
to comply with the proposed contract 
delivery schedule. Such costs are allow­
able to the extent that they would have 
been allowable if incurred after the date 
of the contract. They do not include costs 
of preparing bids or of participation in 
the negotiation. The allowability of pre­
contract costs is dependent upon appro­
priate coverage in the contract.
§ 9—15.5010—10 Plant r ec o nv e rs io n  

costs.
Plant reconversion costs are those in­

curred in the restoration or rehabilita­
tion of the contractor’s facilities to ap­
proximately the same condition existing 
immediately prior to the commencement 
of the contract work, fair wear and tear 
excepted.
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§ 9-15.5010-11 Depreciation.
(a) Depreciation is allowable subject 

to the following:
(1) The charge represents normal de­

preciation on a contractor’s plant, and 
equipment.

(2) The charge to current operations 
is a distribution of the cost of acquisition 
of a tangible capital asset, less estimated 
residual value, over the estimated useful 
life of the asset in a systematic and 
logical manner.

(3) Any generally accepted, account­
ing method consistently applied to the 
assets concerned having the approval of 
the Internal Revenue Service for Federal 
income tax purposes, if subject to the 
Internal Revenue Code of 1954, as 
amended, may be used including:

(i) The straight-line method;
(ii) The declining balance method, 

using a rate not exceeding twice the rate 
which would have been used had the an­
nual allowance been computed under the 
method described int subdivision (i) of 
this subpararaph;

(iii) The sum of the years-digits 
method;

(iv) Any other consistent method pro­
ductive of an annual allowance which, 
when added to all allowances for the pe­
riod commencing with the use of the 
property and including the current year, 
does not, during the first two-thirds of 
the useful life of the property, exceed the 
total of such allowances which would 
have been used had such allowances been 
computed under the method described in 
subdivision (ii) of this subparagraph.

(4) If a nonprofit or tax exempt or­
ganization, the method shall be such that 
it could have had the approval of the 
Internal Revenue Service had the or­
ganization been subject to the Internal 
Revenue Code of 1954, as amended.

(5) The contractor must use the same 
approved method of depreciation for 
costing his contract work as for costing 
his other work at the same facility.

(6) The method of depreciation shall 
produce equitable and-reasonable results.

(b) Depreciation of the following is 
unallowable:

(1) Idle or excess facilities (machinery 
and equipment) other than reasonable 
standby facilities;

(2) Assets fully amortized or deprec: 
ated on the contractor’s books;

(3) Unrealized appreciation of valui 
of assets;

(4) Accelerated amortization und< 
Certificates of Necessity or other systei 
hi excess of normal depreciation as con 
Puted under paragraph (a) of th 
section.
. ^  entering into contracts involv-
ng the use of “special facilities” under 
i®v*on 161 of the Atomic Energy Act of 
i»54 as amended (section 7 of Public 
naw 85-681 approved Aug. 19, 1958), the 
Percentage of the total cost of such spe- 

ai facilities devoted to contract per- 
ormance and chargeable to the 
ommission should not exceed the ratio 

peri°<i of contract deliveries 
facii't'6 an^c p̂a êtl useful life of such

§ 9—15.5010—12 Research and develop­
ment.

(a ) AEC does not accept a general al­
location of independent research and 
development costs. Such costs are con­
sidered unallowable except to the extent 
specifically set forth in the contract. Re­
search and development costs may be 
made allowable only to the extent to 
which they provide a direct or indirect 
benefit to the contract work.

(b) Independent research and devel­
opment may be determined to be of 
benefit to the contract work when it is in 
the general field of the contract work 
and where the results may well have 
some future bearing on the contract 
work. The words “direct or indirect 
benefit” are used to-allow some flexibility 
and to permit some basic research in the 
general field of the contract work.

(c) The determination that an inde­
pendent research and development proj­
ect is of benefit to the contract requires 
the exercise of technical judgment. It is 
not sufficient that the project relate to 
the field of atomic energy ; technical staff 
must find that it is related to the contract 
work. Areas of interest which may relate 
to the contract work include: Techno­
logical methods or processes, materials 
research, work in the same technical 
field, etc. For example, independent ma­
terials research on aluminum alloy prop­
erties might be related to the contract 
work if a contract concerns the manu­
facture of fuel elements using aluminum 
alloy. Beryllium research, on the other 
hand, would not be relevant in this case. 
Such research might, however, relate to 
other AEC contracts. In master contracts 
or in contracts where several tasks are 
involved, to be of benefit the independent 
research and development project must 
relate to one or more of the tasks.

(d) A technical appraisal of each of 
the projects included in the contractor’s 
independent research and development 
program is necessary to identify any that 
may be acceptable under the above prin­
ciple for allocation to the AEC contract 
work. In addition to excluding any proj­
ects which do not provide a direct or 
indirect benefit to the AEC contract 
work, the following shall also be ex­
cluded: (1) Any research and develop­
ment projects primarily of a promotional 
nature, such as projects directed to­
ward the development of new business 
or projects connected with proposals for 
new business (e.g., a new reactor con­
cept the contractor wants to sell), (2) 
any studies or projects which are in fact 
undertaken in whole or in part for other 
sources, and (3) any such otherwise ac­
ceptable project which duplicates re­

search and development work sponsored 
by AEC. The cost of research and devel­
opment which has not met the test of 
benefit to the contract work should be 
excluded from any distribution or allo­
cation of overhead to the contract.

(e) Where technical staff of proper 
skill and qualification is not available or 
the questions cannot be easily resolved 
by Field Offices, Headquarters staff 
should be called into consultation.

(f ) After segregating the research 
and development which has been de­
termined to be of benefit to the AEC con­
tract work, the cost thereof shall be allo­
cated to the contract work using the 
method approved by AEC for the dis­
tribution of other overhead expenses.

(g) When AEC is the predominant 
customer, special consideration must be 
given to whether the independent re­
search and development of benefit to the 
contract work should be performed as 
part of the contract work. This is neces­
sary to avoid the apportionment to the 
AEC of most, if not all, of independent 
research and development costs over 
which the AEC would have no direct con­
trol. Only an amount which is reason­
able under the circumstances should be 
allowed. Contracting officers may find it 
desirable to:

(1) Specify a maximum dollar limi­
tation of independent research and de­
velopment costs, an allocable portion of 
which will be accepted by AEC, or an 
allocable share of a percentage of the 
contractor’s independent research and 
development program which will be ac­
cepted by AEC.

(2) Obligate the contractor to give 
the contracting officer advance notice of 
any termination of an accepted project 
or changes which require the contract­
ing officer’s approval.

(h ) Where AEC shares in the cost of 
an independent research and develop­
ment 1 project of a contractor or subcon­
tractor and its share of the cost (prede­
termined or actual) bears the percentage 
relationship indicated below to the total 
cost for such project during the contrac­
tor’s or subcontractor’s annual account­
ing period, the following rights shall be 
obtained in and to technical data and in­
ventions or discoveries made or con­
ceived in the course of or under such 
project during the contractor’s or sub­
contractor’s accounting period:

1 The term “independent research and de­
velopment” means either research or de­
velopment or both. Because of the insignifi­
cant amount involved, the situation covered 
by § 9-15.5010-12 (k ) does not involve a con­
tribution to a contractor’s independent re­
search and development project within the 
meaning of this section.

A E C ’s Share Technical data acquired Patent rights acquired

Less than 20 
percent.

20 percent or 
more, but 
less than 
75 percent.

75 percent or 
more.

Summary reports, to the extent requested by A E  C , will be furnished 
on specific independent research and development projects.

Summary reports shall be furnished of the pertinent IR & D  project 
indicating the progress and specifying whether any inventions or 
discoveries were made or conceived during the pertinent account­
ing period and, if requested by AEO , a complete and detailed 
technical report shall also be furnished.

All technical information and data on IR & D  projects will be fur­
nished A E C  for dissemination and use as AE C  sees fit, but insofar 
as such technical information and data disclose patentable subject 
matter, the same will not be disseminated until patenting action 
has been taken.

None.

Nonexclusive, irrevocable, 
paid-up license to A E C  
for A E C  purposes.

Nonexclusive, Irrevocable, 
paid-up license to the 
Government for all pur­
poses, with the right to 
grant sub-licenses for all 
purposes.
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Upon a determination of the percent­
ages as hereinabove provided, the appro­
priate patent and technical data provi­
sion shall be incorporated in the con­
tract in accordance with § 9-9.5019.

(i) Determination of the percentage 
of AEC’s share of the cost of a contrac­
tor’s independent R&D project shall be 
made on the basis of the share of such 
cost provided by all AEC contracts and 
subcontracts during the contractor’s or 
subcontractor’s a n n u a l  accounting 
period.

(j )  The field office with the predomi­
nant contract interest will be responsible 
for determining the percentage of the 
total support provided or to be provided 
by AEC when AEC shares in the costs 
of an independent research and develop­
ment project and for including the ap­
propriate contract provisions required.

(k) When the cost of the work in­
volved in segregating the independent 
research and development which benefits 
the contract work is disproportionate to 
the amounts involved, a flat'amount not 
exceeding either (1 )5  percent of the con­
tractor’s total estimated cost of inde­
pendent research and development, or 
(2) 5 percent of the total estimated cost 
of direct labor and material under the 
contract, whichever is less, may be 
negotiated.

(l) The costs of indépendent research 
and development, whether or not ac­
cepted as allowable cost, shall include an 
amount for absorption of their appro­
priate share of related indirect and ad­
ministrative costs.

(m ) As in any overhead determina­
tion, there shall be proper coordination 
among field offices (and Headquarters, 
where desirable) in determining the 
amount of independent research and de­
velopment which is allowable where more 
than one office has a contract or con­
tracts with the same contractor. Where 
the amount is significant and more than 
one office is involved, the guidance of 
Headquarters should be sought.’

(n ) Any limitation on the reimburse­
ment of independent research and de­
velopment is not to be used to justify 
an increase in the fee.
§ 9—15.5010—13 Bidding expense and 

costs o f proposals.
(a ) The costs of preparing bids or pro­

posals (successful or unsuccessful), 
which are incurred at or properly 
chargeable to the division, plant, or other 
principal organizational component at 
which the contract work is being per­
formed, will be allowable if the subject 
matter of the bids and proposals is ap­
plicable to the AEC program. The sub­
ject matter is assumed to be applicable 
to the AEC program if the bid or pro­
posal is made either (1) to the AEC or to 
an AEC contractor for work to be per­
formed under an AEC contract, or (2) 
to others for the performance of work 
determined by the contracting officer to 
be of benefit to the AEC program.

(b) The costs of preparing bids or pro­
posals shall be allocated only as indirect 
costs. Bidding costs of the current ac­
counting period of both successful and 
unsuccessful bids and proposals normally
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will be treated as allowable indirect costs, 
in which event no bidding costs of past 
accounting periods shall be allowable in 
the current period to the AEC contract.
-, (c) The costs of preparing bids or pro­
posals shall include an amount for ab­
sorption of their appropriate share of 
related indirect and administrative costs.

(d ) The share of bidding expenses and 
costs of proposals shall not exceed 1 per­
cent of the direct material (exclusive of 
capital equipment) and the direct labor 
costs of the contract work. The expense 
¡pools should exclude negotiating and 
promotional expense, expense properly 
allocable to research and development, 
and the expense of salesmen, representa­
tives, or agents who do not provide tech­
nical services in connection with the bid 
or proposal. When the specific expense 
of bids and proposals allocable to the 
AEC program cannot readily be deter­
mined, a statistical proportion of the 
number of proposals applicable to the 
AEC program to the total number of pro­
posals may be used unless such a propor­
tion would produce unreasonable results.
§ 9—15.5010—14 Compensation for per­

sonal services.
(a ) Definition. Compensation for per­

sonal services includes all remuneration 
paid currently or accrued, in whatever 
form and whether paid immediately or 
deferred, for services rendered by em­
ployees of the contractor during the 
period of contract performance. It in­
cludes, but is not limited to, salaries, 
wages, directors’ and executive commit­
tee members’ fees, bonuses (including 
stock bonuses), incentive awards, em­
ployee stock options, employee insurance, 
fringe benefits, and contributions to pen­
sion, annuity, and management employee 
incentive compensation plans.

(b ) Allowability. Except as otherwise 
specifically provided in this § 9-15.5010- 
14, costs of compensation for personal 
services are to be treated as allowable 
to the extent that:

(1) Compensation is paid in accord­
ance with policies, programs, and proce­
dures that effectively relate individual 
compensation to the individual’s con­
tribution to the performance of contract 
work, result in internally consistent 
treatment of employees in like situations, 
and effectively relate compensation paid 
within the organization to that paid for 
similar services outside the organization;

(2) Total compensation of individual 
employees is reasonable for the services 
rendered; and

(3) Costs are not in excess of those 
costs which are allowable by the In­
ternal Revenue Code and regulations 
thereunder.

(c) Reasonableness. Compensation is 
reasonable to the extent that the total 
amount paid or accrued is comparable to 
compensation paid for similar work in 
the private competitive economy in the 
labor market in which the contractor 
competes. The application of this basic 
standard of reasonableness may vary 
according to the contract situation.

(1) When the contractor is substan­
tially engaged in private competitive 
business, compensation paid employees

on private work will usually be an ac­
ceptable standard of comparison for 
evaluating the reasonableness of com­
pensation paid employees performing 
similar work under AEC contracts pro­
vided that sufficient information is avail­
able to the AEC to permit a determina­
tion that compensation is, in fact, 
consistent.

(2) In other contract situations, in­
formation on compensation paid else­
where in the labor market(s) for similar 
work, usually as measured by compensa­
tion surveys found acceptable by the 
AEC, will be the standard of comparison 
for evaluating the reasonableness of 
compensation paid employees engaged in 
work under AEC contracts.

(3) The standard of comparison (i.e., 
subparagraph (1) or (2) of this para­
graph) for a particular contract situa­
tion is determined by the contracting 
officer after consideration of such factors 
as the extent and nature of the organiza­
tion’s private competitive business; ex­
tent to which contract work would be 
physically and organizationally inte­
grated with private work; and the con­
tractor’s systems for determining, evalu­
ating, and controlling- compensation 
levels.

(4) It is AEC policy that contractors 
justify the reasonableness of proposed 
compensation costs and provide to the 
contracting officer any supporting in­
formation he deems necessary to his 
evaluation of reasonableness.

(d) Review and approval of compen­
sation paid individual employees. In 
determining the reasonableness of com­
pensation, the compensation of each 
individual contractor employee normally 
need not be subjected to review and ap­
proval. Generally, the compensation paid 
individual employees should be left to the 
judgment of contractors subject to the 
limitations of AEC-approved compensa­
tion policies, programs, classification sys­
tems, and schedules, and amounts of 
money authorized for wage and salary 
increases for groups of employees. How­
ever, all cases of individual total com­
pensation of $25,000 or more shall require 
review and approval on an individual 
basis. In addition, it will often be neces­
sary that employee compensation be 
subjected to review and approval on an 
individual basis at a level below $25,000 
when the contracting officer finds it ap­
propriate for the particular situation. 
The contract shall specifically provide 
for the approval by the contracting offi­
cer of the cost of compensating an indi­
vidual contractor employee above the 
level determined by the contracting offi­
cer (or $25,000) if a total of 50 percent 
or more of such compensation is reim­
bursed under AEC cost-type contracts. 
For purposes of determining the level for 
individual review and approval, total 
compensation as used in this paragraph 
includes only the employee’s base salary 
and bonus or incentive compensation. As 
in the case of other personnel and com­
pensation costs, it is intended that con­
tracting officer review and approval of 
individual compensation normally will 
be prior to incurrence of costs.
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(e) Special considerations in deter­
mining allowability. Certain conditions 
require special consideration and pos­
sible limitation as to allowability for 
contract cost purposes where amounts 
appear excessive. Among such conditions 
are the following:

(1) Compensation to owners of closely 
held corporations, partners, sole pro­
prietors, or members of the immediate 
families thereof, or to persons who are 
contractually committed to acquire a 
substantial financial interest in the 
contractor’s enterprise. Determination 
should be made that such compensation 
is reasonable for the actual personal 
services rendered rather than a distribu­
tion of profits.

(2) Any change in a contractor’s 
compensation policy resulting in a sub­
stantial increase in the contractor’s level 
of compensation, particularly when it is 
concurrent with an increase in the ratio 
of Government contracts to other busi­
ness, or any change in the treatment of 
allowability of specific types of com­
pensation due to changes in Government 
policy.

(3) Compensation in lieu of salary for 
services rendered by partners and sole 
proprietors will be allowed to the extent 
that it is reasonable and dots not con­
stitute a distribution of profits.

(f) Limitations on certain forms of 
compensation. In addition to the general 
requirements in paragraphs (a) through 
(e) of this section, certain forms of 
compensation are subject to further re­
quirements as specified in paragraphs 
(g) through (o) of this section.

(g) Salaries and wages. Salaries and 
wages for current services include gross 
compensation paid to employees in the 
form of cash, products, or services, and 
are to be treated as allowable. However, 
Premiums for overtime in excess of statu­
tory requirements, extra-pay shifts, and 
multishift work are to be treated as al­
lowable to the extent approved by the 
contracting officer.

(h) Bonuses and incentive compensa­
tion. Incentive compensation and cash 
bonuses based on production, cost reduc­
tion or efficient performance ; suggestion 
awards; and safety awards are to be 
treated as allowable to the extent that 
the contractor’s overall compensation 
Pian is determined to be reasonable and 
uch costs are paid or accrued pursuant 
0 an agreement entered into in good 
aith between the contractor and the em- 

P oyees before the services were ren- 
fnii ’ or pursuant to an established plan 
enH°Wec* ky the contractor so consist- 

uy as to imply, in effect, an agreement 
k  such Payment (but see § 9-
it m-ii u ' 111 determining reasonableness, 

1 necessary to take into account 
„ °~*y bonuses and incentive compen­
di??11 Payments charged directly to the 
2 ® t  but also payments charged in- 
hpan y contract through over-

®°n.uses, awards, and incentive 
nsa^on’ w*ien any of them are de- 

thp J»V arf  k? treated as allowable to 
thi«.eXte?t Provided in paragraph (k) of 
wus section.

(1) Bonuses and incentive compensa­
tion paid to employees other than those 
whose pay is directly reimbursed will not 
be made allowable in onsite construction, 
architect-engineer, and operating con­
tracts where home office general and 
administrative expense is unallowable.

(2) Employer contributions to incen­
tive compensation plans for the purpose 
of establishing a reserve for the payment 
of incentive compensation for services 
performed in the future are unallowable.

(i) Bonuses and incentive compensa­
tion paid in stock. Costs of bonuses and 
incentive compensation paid in the stock 
of the contractor or of an affiliate are 
to be treated as allowable to the extent 
set forth in paragraph (h) of this section 
(including the incorporation of the prin­
ciples of paragraph (k) of this section 
for deferred bonuses and incentive com­
pensation), subject to the following 
additional requirements:

(1) Valuation placed on the stock 
transferred shall be the fair market value 
at the time of transfer, determined upon 
the most objective basis available; and

(2) Accruals for the cost of stock prior 
to the issuance of such stock to the em­
ployees shall be subject to adjustment 
according to the possibilities that ther 
employees will not receive such stock and 
their interest in the accruals will be 
forfeited.
Such costs otherwise allowable are to be 
made subject to adjustment according to 
the principles set forth in paragraph (k) 
(3) of this section. (But see § 9-15.5006.)

(j) Stock options. The cost of options 
to employees to purchase stock of the 
contractor or of an affiliate is to be made 
unallowable.

(k) Deferred compensation. (1) As 
used herein, deferred compensation in­
cludes all remuneration, in whatever 
form, for which the employee is not paid 
until after the lapse of a stated period 
of years or the occurrence of other events 
as provided in the plans, except that it 
does not include normal end of account­
ing period accruals. It includes (i) con­
tributions to pension, annuity, stock 
bonuses, and profit-sharing plans, (ii) 
contributions to disability, withdrawal, 
insurance, survivorship, and similar ben­
efit plans, and (iii) other deferred com­
pensation, whether paid in cash or in 
stock.

(2) Deferred compensation is to be 
treated as allowable to the extent that 
(i) except for past service pension and 
retirements costs, it is for services ren­
dered during the contract period; (ii) it 
represents, together with all other com­
pensation, a reasonable overall compen­
sation plan; (iii) it is paid pursuant to 
an agreement entered into in good faith 
between the contractor and employees 
before the services are rendered, or pur­
suant to an established plan followed by 
the contractor so consistently as to imply, 
in effect, an agreement to make such 
payments; and (iv) for a plan which is 
subject to approval by the Internal Rev­
enue Service, it falls within the criteria 
and standards of the Internal Revenue 
Code and the regulations of the Internal 
Revenue Service. (But see § 9-15.5006.)

(3) For determining the allowable cost 
of deferred compensation, contractual 
provision shall be made for appropriate 
adjustments for credits or gains, in­
cluding those arising' out of both normal 
and abnormal employee turnover, or any 
other contingencies that can result in a 
forfeiture by employees of such deferred 
compensation. Adjustments shall be 
made only for forfeitures which directly 
or indirectly inure to the benefit of the 
contractor; forfeitures which inure to 
the benefit of other employees covered 
by a deferred compensation plan with no 
reduction in the contractor’s costs will 
not normally give rise to adjustment in 
contract costs. Adjustments for normal 
employee turnover shall be based on the' 
contractor’s experience and on foresee­
able prospects, and shall be reflected in 
the amount of cost currently allowable. 
Such adjustments will be unnecessary to 
the extent that the contractor can 
demonstrate that his contributions take 
into account normal forfeitures. Adjust­
ments for possible future abnormal for­
feitures shall be effected according to the 
following rules:

(i) Abnormal forfeitures that are 
foreseeable and which can be currently 
evaluated with reasonable accuracy, by 
actuarial or other sound computation, 
shall be reflected by an adjustment of 
current costs otherwise allowable; and

(ii) Abnormal forfeitures, not within 
subdivision (i) of this subparagraph may 
be made the subject of agreement be­
tween the Government and the contrac­
tor either as to an equitable adjustment 
or a method . of determining such 
adjustment.

(4) In determining whether deferred 
compensation is for services rendered 
during the contract period or is for fu­
ture services, consideration shall be given 
to conditions imposed upon eventual pay­
ment, such as, requirements of continued 
employment, consultation after retire­
ment, and covenants not to compete.

(1) Fringe benefits. Fringe benefits are 
allowances and services provided by the 
contractor to his employees as com­
pensation in addition to regular wages 
and salaries. Subject to the determina­
tion that total compensation is reason­
able (see § 9-15.5010-14(c)), costs of 
fringe benefits such as pay for vacations, 
holidays, sick leave, military leave, em­
ployee insurance, pension, and retirement 
plans, and supplemental unemployment, 
benefit plans are to be treated as allow­
able, provided such fringe benefits meet 
the following conditions:

(1) The benefits contribute to the per­
formance of contract work and are ap­
propriate for reimbursement from public 
funds;

(2) Such benefit plans as exist in the 
contractor’s private operations that are 
inconsistent with AEC published require­
ments are'' appropriately modified or 
disallowed;

(3) Employee benefit plans especially 
established to meet the particular needs 
of the contract are in conformity with 
published AEC policy and standards ;

(4) Appropriate controls under the 
contract are established to assure that 
employees on contract work are treated
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no more or no less favorably than em­
ployees in the contractor’s private opera­
tion except to the extent that subpara­
graphs (2) and (3) of this paragraph 
apply;

(5) To the fullest extent possible, 
definite limitations or terminal points- 
are established for each of the various 
benefit plans, so that AEC’sfu ll liability 
with respect thereto is established under 
the contract; and

(6) AEC has access to all information 
necessary to complete understanding of 
the means of computing or determining 
the extent of the benefits afforded under 
the various benefit plans.

(m) Severance pay. See § 9-15.5010-8.
(n ) Training and education expenses. 

See §§ 9-7.5006-9, 9-7.5006-10, and 9-7. 
5006-12 ( d ) ( 8 ) (v).

(o) Location allowances. See FPR  
1-12.105.

§ 9—15.5010—15 Air travel.
It is the policy of the AEC to require 

the use of less than first-class air ac­
commodations for all cost-reimbursed 
travel, except when less than first-class 
accommodations are not reasonably 
available to meet necessary mission re­
quirements. For example, less than first- 
class accommodations are considered not 
reasonably available where less than 
first-class accommodations would:

(a ) Require circuitous routing,
(b) Require travel during unreason­

able hours,
(c) Greatly increase the duration of 

the flight,
(d) Result in additional costs which 

would offset the transportation savings,
(e) Offer accommodations which are 

not reasonably adequate for the medical 
needs of the traveler.
The difference in cost between first- 
class air accommodations and less than 
first-class accommodations is an un­
allowable cost except as provided for in 
this section.

§ 9—15.5010—16 Page charges in scien­
tific journals.

It is a policy of the AEC to permit AEC 
contractors to budget for and pay page 
charges for scientific journal publica­
tion as a necessary part of research costs, 
in all cases where:

(a ) The research papers report work 
supported by the Government.

•  (b ) The charges are levied impartially 
on all research papers published by the 
journal, whether by non-Govemment or 
by Government authors.

(c) Payment of such charges is in no 
sense a condition for acceptance of man­
uscripts by the journal.

(d ) The journals involved are not op­
erated for profit.

(e) The author does not receive an 
emolument from the journal for the re­
search paper.
§ 9—15.5010—17 Special funds in the 

construction industry.
Costs of special “funds,” financed by 

employer contributions, in the construc­
tion industry for such purposes as meth­
ods and materials research, public and 
industry relations, market development,

disaster relief, etc., are unallowable ex­
cept as specifically provided in the con­
tract.
§ 9—15.501(^18 E m p lo y e e  m ora l e ,  

health, welfare, and food service and 
dormitory costs.

(a) Employee morale, health, and 
welfare activities are those services or 
benefits provided by the contractor to

' its employees to improve working condi­
tions, employer-employee relations, em­
ployee morale, and employee perform­
ance. These activities include such items 
as house or employee publications, health 
or first-aid clinics, recreation, employee 
counseling services and, for the pur­
pose of this section, food service and dor­
mitory costs. However, these activities 
do not include and should be differen­
tiated from compensation for personal 
services as defined in § 9-15.5010-14. 
Food and dormitory services include op­
erating or furnishing facilities for cafe­
terias, dining rooms, canteens, lunch 
wagons, vending machines, living accom­
modations, or similar types of services 
for the contractor’s employees at or near 
the contractor’s facilities or site of the 
contract work.

(b ) Except as limited by paragraph 
(c) of this section, the aggregate of costs 
incurred on account of all activities 
mentioned in paragraph (a ) of this sec­
tion, less income generated by all such 
activities is allowable to the extent that 
the net aggregate cost of all such activi­
ties as well as the net cost of each individ­
ual activity is reasonable and allocable 
to the contract work. Additionally, 
advance understandings with respect to 
the costs mentioned in paragraph (a ) of 
this section are to be reached prior to the 
incurrence of these costs as required in 
§ 9-15.5006.

(c) Losses from the operation of food 
and dormitory services may be included 
as costs incurred under paragraph (b) 
of this section, only if the contractor’s 
objective is to operate such services at 
least on a break-even basis. Losses sus­
tained because food services or lodging 
accommodations are furnished without 
charge or at prices or rates which obvi­
ously would not be conducive to accom­
plishment of the above objective, are 
not allowable except in those instances 
where the contractor can demonstrate 
that unusual circumstances exist, such 
that, even with efficient management, 
operation of the services on a break-evén 
basis would require charging inordinately 
high prices, or prices or rates higher 
than those charged by commercial estab­
lishments offering the same services in 
the same geographical areas. Typical 
examples of such unusual circumstances 
are: (1) Where the contractor must pro­
vide food or dormitory services at remote 
locations where adequate commercial 
facilities are not reasonably available, 
or (2) where it is necessary to operate a 
facility at a lower volume than the facil­
ity could economically support. Cost of 
food and dormitory services shall include 
an allocable share of indirect expenses 
pertaining to these activities.

(d ) In those situations where the con­
tractor has an arrangement authorizing

an employee association to provide or 
operate a service such as vending ma­
chines in the contractor’s plant, and re­
tain the profits derived therefrom, such 
profits shall be treated in the same man­
ner as if the contractor were providing 
the service (but see par. (e) of this sec­
tion) .

(e) Contributions by the contractor to 
an employee organization, including 
funds set over from vending machine re­
ceipts or similar sources, may be included 
as cost incurred under paragraph (b) of 
this section only to the extent, that the 
contractor demonstrates that an equiva­
lent amount of the costs incurred by 
the employee organization would be 
allowable if incurred by the contractor 
directly.
§ 9—15.5010—19 Procurements or trans­

fers f r o m  contractor-controlled 
sources by certain cost-type contrac­
tors (See § 9—59 .006 (b )).

Allowance for all equipment, materials, 
supplies, and services which are sold or 
transferred between any division, sub­
sidiary, or affiliate of the contractor 
under a common control shall be on the 
basis of cost incurred in accordance with 
the terms of the contract, except that 
when it is the established practice of the 
transferring organization to price inter­
organization transfers of equipment, 
materials, supplies, and services at other 
than cost for commercial work of the 
contractor or any division, subsidiary, or 
affiliate of the contractor under a com­
mon control, allowance may be at a price 
when:

(a ) It is or is based on an “established 
catalog or market price of commercial 
items sold in substantial quantities to the 
general public” in accordance with FPR 
1-3.807-1 (b) (2); or

(b ) It is the result of “adequate price 
competition” in accordance with FPR 
1-3.807-1 (b) (1) (i) and (ii), and is the 
price at which an award was made to 
the affiliated organization after obtain­
ing quotations on an equal basis from 
such organization and one or more out­
side sources which normally produce the 
item or its equivalent in significant quan­
tity: Provided, That in either case:

(1) The price is not in excess of the 
transferor’s current sales price to his 
most favored customer (including any 
division, subsidiary, or affiliate of the 
contractor under a common control) for 
a like quantity under comparable con­
ditions, and

(2) The price is not determined to be 
unreasonable by the contracting officer: 
Provided, however, That if the price is 
determined unreasonable, such determi­
nation must be supported by an enumer­
ation of facts on which it is based and 
approved at a level above the contracting 
officer.
The price determined in accordance with 
paragraph (a) of this section should be 
adjusted, when appropriate, to reflect the 
quantities being procured and may be 
adjusted upward or downward to re­
flect the actual cost of any modifi­
cations necessary because of contract 
requirements.
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§ 9-15.5010—20 Relocation costs.
(a) Relocation costs, for the purpose 

of this Subpart 9-15.50, are costs incident 
to the permanent change of duty assign­
ment of an existing employee for a period 
of no less than 12 months or upon re­
cruitment of a new employee.

(b) Relocation costs may include, but 
are not limited to, the type of costs 
covered in paragraphs (c) and (d) of this 
section and are allowable to the extent 
therein set forth: Provided—

(1) The move is for the benefit of the 
employer,*

(2) Reimbursement is in accordance 
with an established policy or practice 
consistently followed by the employer in 
connection with his private operations, 
and such policy or practice is designed to 
motivate employees to relocate promptly 
and economically;

(3) The costs are not otherwise un­
allowable under the provisions of the 
contract or any other paragraph of this 
Subpart 9-15.50; and,

(4) The amounts to be reimbursed 
shall not exceed the actual (or reasonably 
estimated) expenses.

(c) Allowable relocation costs include 
the following types of expenses:

(1) Travel expenses, including costs of 
transportation, lodging, subsistence, and 
reasonable incidental expehses of the 
employee and members of his immediate 
family and transportation of his house­
hold and personal effects to the new 
location;

(2) Expenses incurred incident to lo­
cating a new home, such as advafice trips 
by employees and spouses to locate living 
quarters, and temporary lodging and 
subsistence;

(i) The period for incurrence of costs 
of the type covered in this subparagraph 
(2) shall be kept to the minimum number 
of days necessary under the circum­
stances but shall not, in any event 
exceed a cumulative total of 30 days 
including advance trip and travel time.

(3) Other necessary and reasonable 
expenses normally incident to relocation, 
such as costs of canceling an unexpired 
|ease, disconnecting and reinstalling 
household appliances, and purchase of 
insurance against damages to or loss of 
Personal property.

(i) Costs of canceling an unexpired 
lease under this subparagraph (3) shall 
not exceed three times the monthly 
rental.

The following types of relocation 
, ?®ns®s nr® allowable but the combined 
(n cos ŝ covered in subparagraphs 

« (2) of this Paragraph shall not 
Percent of the sales price of the

Property sold:

wJr fc *os*n£ costs (i.e., brokerage fee; 
tn «L  apP*aisaI fees, etc.) hidden 
at r,i,iSfle actual residence owne 
rmHfiQ̂ ° S ^ on ky the employee whei 
notified of the transfer;

Co^ ^ g costs of ownership o 
sold 2 »  f °rmer actual residence bein 

,as maintenance of buildin 
of fixing-up ex 

ance Pt^Utll*ties’ taxeS) Property insur 
datp’pf ’ a ^ r  settlement date or leas 
«ate of new permanent residence.

(e) Relocation costs incurred incident 
to recruitment of new employees are sub­
ject to this § 9-15.5010-20 except that 
expenses of the type covered in para­
graphs (c) (3) and (d) (1) and (2) of 
this section are allowable only in con­
nection with the relocation of existing 
employees and are not allowable for 
newly recruited employees. Where relo­
cation costs incurred incident to recruit­
ment of a new employee have been 
allowed either as an allowable direct or 
indirect cost and the newly hired em­
ployee resigns for reasons within his con­
trol within 12 months after hire, the 
contractor shall be required to refund or 
credit such relocation costs to the 
Government.

(f) Relocation costs of the following 
types are unallowable whether incurred 
by the employee or by the employer:

(1) Loss on sale of home;
(2) Acquisition of a home in a new 

location (i.e., brokerage fees, legal fees, 
appraisal fees, etc.);

(3) Continuing mortgage principal 
and interest payments on residence being 
sold;

(4) Payments for employee income 
taxes incident to reimbursed relocation 
costs.

PART 9- 16— PROCUREMENT FORMS
Sec.
9-16.000 Scope of part.
9-16.050 General policy.
9-16.051 Applicability.
9-16.052 Deviations.

Subpart 9-■16.1— Forms for Advertised Supply
Contracts

9-16.100 Scope of subpart.
9-16.104-50 AEC additions to Standard

Form 32, General Provisions 
(Supply Contract) (June 
1964 edition).

Subpart 9--16.3— Purchase, and Delivery Order
Forms

9-16.300 Scope of subpart.
9-16.350 Applicability.
9-16.351 AEC Standard Order Form 103

(February 1963) Instruc­
tions for Use.

9-16.352 [Reserved]
9-16.353 Numbering AEC Standard Or-

der Form 103.

Subpart 9-16.4— Forms for Advertised 
Construction Contracts

9-16.400
9-16.404

9-16.404-50

9-16.404-51

9-16.404-52

Scope of subpart.
Terms, conditions, and pro­

visions.
AEC authorized additions to 

Standard Form 19.
AEC additions to Standard 

Form 20.
AEC additions to Standard 

Form 23A, General Provi­
sions (Construction Con­
tract) (June 1964 edition).

Sec.
9-16.5002
9-16.5002-1

9-16.5002-2

9-16.5002-3

9-16.5002-4

9-16.5002-5

9-16.5002-6

9-16.5002-7
9-16.5002-8

9-16.5002-9

9-16.5002-10

9-16.5002-11

9-16.5002-12

9-16.5002-13

9-16.5002-14

Contract outlines.
Outline of a negotiated fixed- 

price supply contract.
Outline of a cost-plus-a-fixed- 

fee-supply contract (per­
formed by commercial con­
cerns in contractor’s facili­
ties) .

Outline of negotiated-fixed- 
price-construction contract.

Outline of a cost-plus-a-fixed- 
fee-construction contract.

Outline of a cost-plus-a-fixed- 
fee-architect-engineer con­
tract.

Outline of a lump-sum archi­
tect-engineer contract (with 
cost reimbursement fea­
tures) .

Outline of a letter contract.
Outline of special research 

support agreement with 
educational institutions.

Outline of cost-type contract 
for research and develop­
ment with educational in­
stitutions.

Outline of a change order for 
fixed-price construction con­
tracts.

Outline -.of a supplemental 
agreement for fixed-price 
construction contracts.

Outline of agreement for 
rental of contractor-owned 
construction equipment.

Outline of agreement for 
rental of third party-owned 
construction equipment.

Outline of inspection report 
of equipment.

A u t h o r it y  : The provisions of this Part 
9-16 issued under sec. 161 of the Atomic 
Energy Act of 1954, as amended, 68 Stat. 
948, 42 U.S.C. 2201; sec. 205 of the Federal 
Property and Administrative Services Act of 
1949, as amended, 63 Stat 390, 40 U.S.C. 486.

§ 9—16.000 Scope of part.
This part implements FPR Part 1-16 

which prescribes the standard forms for 
use in connection with the procurement 
of supplies, nonpersonal services, and 
construction and supplements FPR Part 
1-16 by prescribing certain AEC addi­
tions to the standard forms which are 
used for such procurements and by 
setting forth AEC contract outlines for 
various categories of contracts.
§ 9—16.050 General policy.

It is the policy of AEC to use standard 
forms prescribed by FPR Part 1-16 
wherever practicable. Uniformity in form 
and substance tends to insure impartial 
treatment of all contractors, expedites 
negotiation and contract review, and fa ­
cilitates contract administration..
§ 9—16.051 Applicability.

This part and FPR Part 1-16 are ap­
plicable to direct procurements of 
supplies, nonpersonal services, and 
construction.

, Subpart 9—16.9— Illustration of Forms
9-16.950
9-16.951
9-16.951-1
9-16.951-2

Scope of subpart.
AEC Forms.
(AEC 103) Order.
(AEC 103a) Purchase Order 

Terms.

Subpart 9—16.50— Contract Outlines
9-16.5000 Scope of subpart.
9-16.5001 Applicability.

§ 9—16.052 Deviations.
Deviations in the standard forms set 

forth in FPR Part 1-16 shall be made 
only in accordance with FPR 1-1.009 and 
§ 9-1.109. Deviations in the AEC addi­
tions to the standard forms prescribed 
by this part may be made if necessary in 
individual cases, if approved by Counsel. 
A  notation of the reasons for deviating
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from the AEC additions to the standard 
forms shall be included in the justifica­
tion in support of the contract. Devia­
tions in the text of articles may be made 
in accordance with §§ 9-1.109 and 
9-7.5003. If it becomes necessary to 
deviate as a matter of standard practice 
from the AEC additions to the standard 
forms prescribed by this part such 
changes shall be reported to the Director, 
Division of Contracts, so that considera­
tion can be given to modification of the 
AEC additions to the standard forms. 
The AEC contract outlines set forth in 
this part are suggested as models for 
certain categories of contracts with a 
view to standardization, to the extent 
practicable, of contracts in general use. 
If it becomes necessary to depart as a 
matter of standard practice from these 
suggested contract outlines, suggested 
revisions shall be reported to the Direc­
tor, Division of Contracts in order that 
appropriate changes in the outlines may 
be made from time to time.

Subpart 9—16.1 — Forms for Advertised 
Supply Contracts 

§ 9—16.100 Scope of subpart.
This subpart prescribes the AEC addi­

tions to the standard forms prescribed 
by FPR Subpart 1-16.1 for use in procur­
ing supplies by formal advertising.

§ 9—16.104—50 AEC additions to Stand­
ard Form 32, General Provisions 
(Supply Contract) (June 1964 edi­
tion).

(a ) The following additional articles 
and provisions shall be added to Stand­
ard Form 32:

23. Alterations and additions.
The following alterations in or additions 

to the provisions of Standard Form 32, Gen­
eral Provisions, of this contract were made 
prior to execution of the contract by the 
parties:

1. Definitions.
(i)  The following new paragraph (b ) is 

substituted for paragraph (b ) of this clause:
“ (b ) The term ‘contracting officer’ means 

the person executing this contract on behalf 
of the Government and includes his succes­
sor or any duly authorized representative 
of any such person.”

(ii) The following paragraph (d ) is added 
to this claused

“ (d ) 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’.”

24. Patent Indemnity.
The Contractor agrees to indemnify the 

Government, its officers, agents, servants and 
employees against liability of any kind (in ­
cluding costs and expenses incurred) for the 
use of any invention or discovery and for 
the infringement of any Letters Patent (not 
including liability, arising pursuant to sec­
tion 183, title 35 (1952, United States Code, 
prior to the issuance of Letters Patent) oc­
curring in the performance of this contract 
or arising by reason of the use or disposal 
by or for the account of the Government of 
items manufactured or supplied under this 
contract.

25. Reporting of Royalties.
If this contract is in an amount which 

exceeds $10,000 and if any royalty payments 
are directly involved in the contract or are

reflected in the contract price to the Gov­
ernment, the contractor agrees to report in 
writing to the Commission (Assistant Gen­
eral Counsel for Patents) during the per­
formance 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 to­
gether with the names and addresses of li­
censors to whom such payments are made 
and either the patent numbers involved or 
such other information as will permit iden­
tification of the patents or other basis on 
which the royalties are to be paid. The ap­
proval of the Commission of any individual 
payments or royalties shall not estop the 
Government at any time from contesting the 
enforceability, validity or scope of, or title, 
to, any patent under which a royalty or pay­
ments are made.

26. Renegotiation (§9-7.5004-20).
27. Federal, State, and local taxes (FPR  

1-11.401-1).
Consistent with the language of this ar­

ticle, a provision may be added on advice 
of Counsel specifically excluding from the 
contract price designated State and local 
taxes. Such added provision will not be re­
garded as a deviation.

28. Notice of labor disputes (§ 9-7.5006- 
49).

29. Termination for the convenience of 
the Gpvernment (FPR 1-8.701 or 1-8.705-1, 
as appropriate).

30. Permits (§ 9-7.5006-48).
31. Priorities, allocations, and allotments 

(§ 9-7.5006-52).

(b) Such of the following clauses as 
are appropriate shall also be added to 
Standard Form 32 and numbered in the 
proper sequence:

1. Specal clauses not inconsistent include:
(i) Security (§ 9-7.5004-11). Specific secu­

rity requirements not disclosed in this 
clause, such as physical security requirements 
shall be included or incorporated by refer­
ence to the maximum extent feasible and 
made readily available to prospective bidders.

(ii) Small business subcontracting pro­
gram (FPR 1-1.710-3 ( b ) , under the circum­
stances set forth in that section).

(iii) Labor surplus area subcontracting 
program (FPR 1-1.805-3 ( b ) , under the cir­
cumstances set forth in that section).

(iv) Classification (§9—7.5004-21).

(c) Additional special clauses not in­
consistent with the above may be added 
with the approval of Counsel.

Subpart 9—16.3— Purchase and 
Delivery Order Forms

§ 9—16.300 Scope of subpart.
This subpart supplements FPR Sub- 

part 1-16.3 by prescribing the adminis­
trative requirements for the use of AEC 
Standard Order Form 103 (February 
1963). Illustration of this form is con­
tained in § 9-16.951.
§ 9—16.350 Applicability.

AEC Standard Order Form 103 (Feb­
ruary 1963) shall be used only for direct 
AEC procurement.
§ 9 —16.351 AEC Standard Order Form 

103 (February 1963)— Instructions 
for Use.

AEC Standard Order Form 103 (Feb­
ruary 1963) is a combination purchase 
order-delivery order and is designed for 
the following uses incident to direct AEC 
procurement actions:

(a) As a delivery order, regardless of 
amount, for ordering supplies or serv­
ices:

(1) Under existing contracts, includ­
ing contracts or agreements made by 
other Government agencies, provided the 
order is issued in accordance with and 
subject to the terms and conditions of 
the basic contract or agreement to which 
specific reference is made on the form;

(2) From other Government agencies.
(b) As a purchase order for open mar­

ket or negotiated purchases when the 
amount is not in excess of $2,500 and 
when use of GSA Standard Form 44 
(Purchase Order— Invoice— Voucher),
or Standard Form 147 (Order, Invoice, 
Voucher) is not practicable.

(c) As a purchase order for negotiated 
purchases when the amount exceeds 
$2,500. When so used, the terms and con­
ditions of the forms should be supple­
mented by the applicable requirements 
of a negotiated fixed-price supply con­
tract set forth in the outline of a nego­
tiated fixed-price supply contract, 
§ 9-16.5002-1. Contracting officers should 
satisfy themselves that the Govern­
ment’s interests are adequately protected 
through use of the AEC Standard Order 
Form 103 rather than a more formal 
contractual document.

(d) GSA Standard Form 36 (Continu­
ation Sheet, Supply Contract) shall be 
used as a continuation sheet when 
required.

§ 9—16.352 [Reserved]
§ 9—16.353 Numbering AEC Standard 

Order Form 103.
AEC Standard Order Form 103 shall 

be numbered in accordance with the in­
structions in Part 9-53 “Numbering and 
Distribution of Contracts and Orders.”

Subpart 9—16.4— Forms for Advertised 
Construction Contracts 

§ 9—16.400 Scope of subpart.
This subpart prescribes the AEC addi­

tions to the standard forms prescribed 
by FPR Subpart 1-16.4 for use in procur­
ing construction by formal advertising.

§ 9—16.404 Terms, conditions, and pro­
visions.

The deletion of the words in clause 5 
of Standard Form 23A authorized by 
FPR 1-16.404(e) shall not be made with­
out the prior approval of the Director, 
Division of Contracts.
§ 9-16.404-50 AEC authorized addi­

tions to Standard Form 19.
(a ) Although certain additions to 

Standard Form 19 are authorized by this 
section, employing them tends to defeat 
the purpose of the short form, and care- 
ful consideration should be given to 
the need for any addition before it l 
included.

(b) The following additional clauses
in Standard Form 19 are authorized, 
required or deemed appropriate nnd 
certain circumstances : ,

(1) Safety, health and fire protection 
(§ 9-7.5006-47).

(2) Security (§ 9-7.5004-11).
(3) Assignment (§ 9-7.5006-46).
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(4) Renegotiation (§ 9-7.5004-20).
(5) Price adjustment for suspension, 

delay, or interruption of the work (FPR  
1-7.602-1).

(6) The following wage determination 
clause:

The wage rates set forth are the minimum 
rates which may he paid to the classifications 
of laborers and mechanics designated therein 
pursuant to the Davis-Bacon Act (Act of 
Mar. 3, 1931, as amended; 40 U.S.C. 276a 
et seq.). The Commission does not represent 
that said minimum wage rates do now, nor 
that they will at any time in the future, 
prevail In the locality of the work for such 
laborers or mechanics; nor that such me­
chanics or laborers are or will be obtainable 
at said rates for work under this contract; 
nor that said rates represent the most recent 
wage determination by the Secretary of Labor 
with respect to such classifications of laborers 
or mechanics in the locality of the work.

(b) Such of the following clauses as 
are appropriate shall also be added to 
Standard Form 23A and numbered in 
proper sequence:

(1) Security (§9-7.5004-11). Specific 
security requirements not disclosed in 
this clause, such as physical security re­
quirements, shall be included or incorpo­
rated by reference to the maximum 
extent feasible and made readily avail­
able to prospective bidders.

(2) Price adjustment for suspension, 
delay, or interruption of the work (FPR  
1-7.602-1).

(3) Classification (§ 9-7.5004-21).
(4) Small business subcontracting 

program (FPR 1-1.710-3(b ) ).
(c) Additional special clauses not in­

consistent with the above may be added 
with the approval of Counsel.

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.

5. Equal opportunity in employment. The 
Equal Opportunity clause in FPR 1-12.803-2 
is incorporated herein by reference and is ap­
plicable unless this contract is exempt under 
the rules and regulations of the Secretary 
of Labor issued pursuant to Executive Order 
No. 11246 of September 24, 1965 (30 F.R. 
12319, Sept. 28, 1965).

6. Convict Labor. In connection with the 
performance of work under this contract, the 
Contractor agrees not to employ any person 
undergoing sentence of imprisonment at hard 
labor.

7. 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 clause:

(i) “Components” means those articles, 
materials, and supplies, which are directly 
incorporated in the end products;

(ii) “End products” means those articles, 
materials, and supplies, which are to be ac­
quired under this contract for public use; 
and

(iii) A “domestic source end product” 
means (A ) an unmanufactured end product 
which has been mined or produced in the 
United States, and (B ) an end product 
manuf actured in the United States if the cost 
of the components thereof which are mined, 
produced, or manufactured in the United 
States exceeds 50 percent of the cost of all 
its components. For the purposes of this
(a ) (iii) ( B ) , components of foreign origin of 
the same type or kind as the products re­
ferred to in (b ) (ii) or (iii) of this clause 
shall be treated as components mined, pro­
duced or manufactured in the United States.

(b ) The Contractor agrees that there will 
be delivered under this contract only domes­
tic source end products, except end products:

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

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

(iii) As to which the Commission deter­
mines the domestic preference to be incon­
sistent with the public interest; or

(iv ) As to which the Commission deter­
mines the cost to the Government to be 
unreasonable.

(The foregoing requirements are admin­
istered in accordance with Executive Order 
No. 10582, dated Dec. 17, 1954.)

8. Discounts. In connection with any dis­
count offered, time will be computed from 
date of delivery of. the supplies to carrier 
when delivery and acceptance are at point 
of origin, or from date of delivery at destina­
tion or port of embarkation when delivery 
and acceptance are at either of these points, 
or from date correct invoice or voucher is re­
ceived in the office specified by the Govern­
ment if the latter date is later than the date 
of delivery. Payment is deemed to be made 
for the purpose of earning the discount, on 
the date of mailing of the Government check.

9. Inspection. Except as may be other­
wise provided in this contract, final inspec­
tion and acceptance will be made at destina­
tion. Supplies rejected at destination for 
nonconformance with specifications shall be 
removed by the Contractor at his expense 
promptly after notice of rejection.

10. Contract Work Hours Standards Act—  
Overtime Compensation. This contract, to 
the extent that it is of a character specified 
in the Contract Work Hours Standards Act—  
Overtime Compensation (40 U.S.C. 327-330)

(7) Priorities, allocations, and allot­
ments (§ 9-7.5006-52) .
§ 9-16.404—51 AEC addition to Stand­

ard Form 20.
The following addition shall be made 

to Standard Form 20 :
Wage determination. The wage rates set 

forth are the minimum rates which may be 
paid to the classifications of laborers and 
mechanics designated therein pursuant to 
the Davis-Bacon Act (Act of Mar. 3, 1931, as 
amended; 40 U.S.C. 276a et seq.). The Com­
mission does not represent that said mini­
mum rates do now, nor that they will at any 
time in the future, prevail in the locality of 
the work for such laborers or mechanics; nor 
that such mechanics or laborers are or will 
he obtainable at said rates for work under 
this contract; nor that said rates represent 
the most recent wage determination by the 
w etary  of Labor with respect to such clas- 
, ations o£ taborers or mechanics in the 
locality of the work.

 ̂^“16.404—52 AEC additions to Stand- 
ard Form 23A, General Provisions 
(Construction Contract) (June 1964 
edition).

(a) The following additional articles
S f ovlsions sha11 be added to Stand­ard Form 23A:

22. Alterations and additions. 
th P n L ,? Wlng alterations in or additions to 
P ro ^ w fi0n? of standard Form 23A, General 
to ° f thie contract were made prior

i n ^ 1.0“  of the contract by the parties:

k M d Æ ” ™ c W ° " ° " lnSPari^ raPh (C)
United su»6* ‘Commission’ means the
any d u l v ^ ^ * ? ”110 EnerSy Commission or 
including a!?th° rized representative thereof, 
the Contracting Officer except forteas ass.* the

fs9%f5CM}6̂ i7)health' “nd flre Protection

l - l l A f l K r 1’ State, and local taxes (FPR

the of this
of Counsel « !!!1? « * *  added on advice
^htract Cally excluding from the
es. Su^h a d Î^  ignated State and local tax­
as a deviation £>rovision vdll not be regarded

27.' n E 01̂ 11 (§9-7.5004-20).
49). 6 o£ iabor disputes (§9-7.5006-

( § 9-7^006^52) ’ allooations, and allotments

Subpart 9—16.9— Illustration of Forms
§ 9—16.950 Scope of subpart.

This subpart contains illustrations of 
AEC forms used in the procurement and 
contracting function.
§ 9-16.951 AEC Forms.

AEC forms are illustrated in this sec­
tion to show their text, format, and ar­
rangement and to provide a ready source 
of reference. The AEC forms set forth in 
the following subsections also show the 
AEC form numbers in parenthesis.1
§ 9-16.951-2 (AEC 103a) Purchase Or­

der Terms.
1. Definitions. As used throughout this 

contract, the following terms shall have the 
meaning set forth below:

(a ) The term “Commission” means the 
United States Atomic Energy Commission 
or any duly authorized representative 
thereof, Including the Contracting Officer ex­
cept for the purpose of deciding an appeal 
under the clause entitled “Disputes.”

(b ) The term “Contracting Officer” means 
the person executing this contract on behalf 
of the Government, and Includes his suc­
cessors or any duly authorized representa­
tives of any such person.

2. Vendor’s billing instructions. Vendor’s 
invoices shall contain the following infor­
mation: Contract or proposal number (if 
any), order number, and item number, 
description of supplies or services, sizes, 
quantities, unit prices, and extended totals. 
Bill of lading number and weight of ship­
ment will be shown for shipments made on 
Government bills of lading. If prepaid parcel- 
post charges are billed, the gross weight and 
shipping point must be shown on the invoice.

3. Convenant against contingent fees. The 
Contractor warrants that no person or selling 
agency has been employed or retained to 
solicit or secure this contract upon an agree­
ment or understanding for a commission, 
percentage, brokerage, or contingent fee, ex­
cepting 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 lia­
bility, or in its discretion to deduct from the 
contract price or consideration, or otherwise 
recover, the fu ll amount of such commission, 
percentage, brokerage, or contingent fee.

4. Officials not to benefit. No member of or 
delegate to Congress or resident commissioner

1 Form AEC 103 can be obtained from AEC 
Headquarters.
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and is not covered by the Walsh-Healey Pub­
lic Contracts Act (41 TJ.S.C. 35-45), is sub­
ject to the following provisions and to all 
other provisions and exceptions of said Con­
tract Work Hours Standards Act.

(a ) No contractor or subcontractor con­
tracting for any part of the contract work 
shall require or permit any laborer or 
mechanic to be employed on such work in 
excess of 8 hours in any calendar day or in 
excess of 40 hours in any workweek unless 
such laborer or mechanic receives com­
pensation at a rate not less than one and 
one-half times his basic rate of pay for all 
hours worked in excess of 8 hours in any 
calendar day or in excess of 40 hours in such 
workweek, whichever is the greater number 
of overtime hours.

(b ) In the event of any violation of the 
provisions of paragraph (a ), the Contractor 
and any subcontractor responsible for such 
violation shall be liable to any affected em­
ployee for his unpaid wages. In addition, 
such Contractor or subcontractor shall be 
liable to the United States for liquidated 
damages. Such liquidated damages shall be 
computed, 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 
work in excess of 8 hours or in excess of 40 
hours in a workweek without payment of the 
required overtime wages.

(c) The Contracting Officer may withhold, 
or cause to be withheld, from any moneys 
payable on account of work performed by 
the Contractor or subcontractor, the full 
amount of wages required by this contract 
and such sums as may administratively be 
determined to be necessary to satisfy any 
liabilities of such Contractor or subcontrac­
tor for liquidated damages as provided in 
paragraph ( b ) .

(d ) The Contractor shall insert para­
graphs (a ) through (d ) of this clause in all 
subcontracts, and shall require their inclu­
sion in all subcontracts of any tier.

(e) The Contractor shall maintain pay­
roll records containing the information spec­
ified in 29 CFR 516.2(a). Such records shall 
be preserved for 3 years from the completion 
of the contract.

11. Federal, State, and local taxes. Except 
as may be otherwise provided in this con­
tract, the contract price includes all appli­
cable Federal taxes in effect on the date of 
this contract but does not include any State 
or local sales, use, or other tax directly ap­
plicable to the completed supplies or services 
covered by this contract nor any other tax 
from which the Contractor or this transac­
tion is exempt. Upon request of the Con­
tractor, the Government shall furnish a tax 
exemption certificate or similar evidence of 
exemption with respect to any such tax not 
included in the contract price pursuant to 
this clause. For the purpose of this clause, 
the term “date of this contract” means the 
date of the Contractor’s quotation or, if no 
quotation, the date of this purchase order.

12. Renegotiation. If this contract is sub­
ject to the Renegotiation Act of 1951, as 
amended, the contract shall be deemed to 
contain all the provisions required by section 
104 of said Act.

(13) Priorities, Allocations, and Allot­
ments. The Contractor shall follow the pro­
visions of DMS Regulation 1 and all other 
applicable regulations and orders of the 
Business and Defense Services Administra­
tion in obtaining controlled materials and 
other products and materials needed to fill 
this order.

Subpart 9—16.50— Contract Outlines
§ 9—16.5000 Scope o f subpart.

This subpart contains A E C  contract 
outlines fo r  certain categories o f con­
tracts.

§ 9—16.5001 Applicability.
The A E C  contract outlines set forth  

herein are applicable to a ll A E C  direct 
procurem ent w hich is w ithin the scope o f 
the various categories covered by the 
outlines.

§ 9 —16.5002 Contract outlines.
The A E C  contract outlines are set forth  

in  this section to show their form at, 
text, and arrangem ent and to provide a  
ready source o f reference. Clauses m ay  
be omitted or added w ith  the approval o f  
Counsel. The Director, D ivision o f Con ­
tracts, m ay from  time to time am end this 
section to provide contract outlines fo r  
additional categories o f contracts.

§ 9—16.5002—1 Outline of a negotiated 
fixed-price supply contract.

(1) Appropriate provisions setting forth 
description of supplies, delivery require­
ments, shipping instructions, and price.

(2) Standard Form 32: General Provisions 
(Supply Contract).

(3) AEC additions to Standard Form 32, 
General Provisions— § 9-16.104-50.

(4) Examination of records— § 9-7.5004-10.
(5) Priorities, allocations, and allotments 

§ 9-7.5006-52.

§ 9—16.5002—2 Outline of a cost-plus-a- 
fixed-fee supply contract (performed  
by commercial concerns in contrac­
tor’s facilities).

(1) Definitions— § 9-7.5005-4.
(2) Statement of work— § 9-7.5006-56.
(3) Changes— § 9-7.5006-4.
(4) Obligation of funds, estimates of cost 

(other than o p e ra t in g  contracts)— § 9-
1.5006- 14.

(5) Allowable costs and fixed fee— § 9-
7.5006- 10.

(6) Payments— § 9-7.5006-25, or, if appro­
priate, Payments and advances— § 9-7.5006- 
23.

(7) Accounts, records, and inspection—  
§ 9-7.5006-1.

(8) Drawings, designs, specifications— § 9-
7.5006- 13.

(9) Examination of records— § 9-7.5004-10.
(10) Required bonds and insurance— Ex­

clusive of Government property— § 9-7.5006- 
51.

(11) Property— § 9-7.5006-26.
(12) Taxes— § 9-11.452.
(13) Contractor procurement— § 9-7.5006- 

29.
(14) Patents— Appropriate patent article 

or articles in accordance with Part 9-9.
(15) Security— § 9-7.5004-11, when re­

quired.
(16) Contract Work Hours Standards 

Act— Overtime Compensation— FPR 1-12.303 
with the modification necessary if § 9-12.103- 
51 applies; or Walsh-Healey Public Contracts 
Act, FPR 1—12.605, if the contract exceeds 
$10,000.

(17) Notice of labor disputes— § 9-7.5006- 
49.

(18) Buy American Act— § 9-7.5004-16.
(19) Termination for default or for con­

venience of the Government— FPR 1-8.702.
(20) Litigation and claims— § 9-7.5006-50.
(21) Renegotiation— § 9-7.5004-20.

(22) Classification— § 9-7.5004-21, in all 
contracts involving classified information.

(23) Disputes— FPR 1-7.101-12, modified 
by substituting “Commission” for “Secre­
tary.” (See § 9-7.5004-3.)

(24) Utilization of small business con­
cerns— FPR 1-1.710-3( a ) , as required by that 
section.

(25) Small business subcontracting pro­
gram— FPR 1-1.710-3 ( b ) , as required by that 
section.

(26) Utilization of concerns in labor sur­
plus areas— FPR 1-1.805-3(a ), as required by 
that section.

(27) Labor surplus area subcontracting 
program— FPR 1-1.805-3 (b ),  as required by 
that section.

(28) Changes to make-or-buy program— 
FPR 1-3.902-3, as required by that section.

(29) Covenant against contingent fees— 
§ 9-7.5004-2.

(30) Officials not to benefit—FPR 1—7.- 
101-19.

(31) Equal opportunity— FPR 1-7.101-18.
(32) Convict labor— FPR 1-12.203.
(33) Assignment— FPR 1-7.101-8 or §9-

7.5006- 46 as appropriate.
(34) Priorities, allocations and allot­

ments— § 9-7.5006-52.
(35) Excusable delays— FPR 1-8.708.
(36) [Reserved]
(37) Permits— § 9-7.5006-48.
(38) Price reduction for defective cost or 

pricing data— FPR 1-3.814-1 (a ), as required 
by that section,

( 39 ) Subcontractor cost and pricing data— 
FPR 1-3.814-3 ( a ) , as required by that section.

(40) Consultant or comparable employ­
ment services of contractor employees—§ 9-
7.5006- 45 (a ).

§ 9—16.5002—3 Outline o f negotiated 
fixed-price construction contract.

1. Standard Forms 19, “Invitation, Bid and 
Award;” 19.A., “Labor Standards Provisions;” 
23, “Construction Contract;” and 23A.., “Gen­
eral Provisions (Construction Contract)" 
and any AEC additions thereto which are 
authorized by this part may be used where 
the AEC enters directly into a fixed-price 
construction contract, by competitive pro­
posals or by other means of negotiation.

2. The Standard Forms should be modi­
fied in the following respects:

a. Delete the word “publicly” before the 
word “opened” wherever it appears.

b. Delete the word “bid” or “bids” wher­
ever used and insert the word “proposed” or 
“proposals.”

c. Delete the word “bidder” and insert the 
word “offeror” wherever it appears.

d. Delete the word “bidding” wherever it 
appears and Insert the word “proposal.”

3. Add the follow ing clauses to the Stand­
ard forms :

a. Examination of records— § 9-7.5004-10.
b. Priorities, allocations, and allotments— 

§ 9-7.5006-52.

§ 9—16.5002—4 Outline of a cost-plus-a- 
fixed-fee-construction contract.

This contract, entered into t h e ---------day
o f ______i __1__, 19__, effective as of the - - - - -
day o f ______________, 19__. between the United
States of America (hereinafter called the 
“Government”), acting through the United 
States Atomic Energy Commission (herein­
after called the “Commission”),  a n d --------
(hereinafter called the “Contractor”).

Witnesseth that:
Whereas, the Commission finds that the 

common defense and security require tha 
construction of certain facilities, hereinafte^
more particularly described, th a t ----------------
and
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(A statement of grounds which permit con­
tracting without form al advertising and ren­
der a contract on a lum p sum or unit price 
basis impracticable, should be inserted in  
this recital.)

Whereas, the Contractor is willing to un­
dertake the performance of such construc­
tion work on a cost-plus-a-fixed-fee basis; 
and

Whereas, the Commission finds that the 
Contractor is best qualified to perform the 
work, all relevant factors considered; 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.

Now therefore, the parties hereto agree as 
follows:

Article I—Definitions. Insert contract 
clause as set forth in § 9-7.5005-4.

Article II— Statement of work. Insert 
contract clause set forth in § 9-7.5006-56.

Article III— Changes. Insert contract clause 
set forth in § 9-7.5006-4.

Article IV— Obligation of funds, estimates 
of cost (other than operating contracts). In ­
sert contract clause set forth in § 9—7.5006—14.

Article V—Allowable costs and fixed 
fee. Insert contract clause set forth in 
19-7.5006-9.

(Payments for the use of the contractor’s 
own construction plant and equipment are 
made subject to an appendix to be attached 
at the time of execution of the construction 
contract or subsequently added by agreement 
of the parties. Payment for rental by the 
prime contractor of construction plant and 
equipment from third parties is made sub­
ject to rental agreements to be approved by 
the contracting officer. If such rental agree­
ments are modified to include the services of 
operators, adjustments may be required to 
avoid conflicts with the labor provisions of 
the construction contract. See Subpart 
9-18.50.)

Article VI—Payments. Insert contract 
clause set forth in § 9-7.5006-26 using 10 per­
cent in the second sentence of subparagraph

Note A. An election is permitted between 
straight reimbursement for allowable costs 
incurred and claimed by the Contractor and 
the system approved by the AEC of advances 
to the Contractor. A firm agreement should 
he reached at the outset as to one or the 
other of these methods of making payment 
for allowable costs and the appropriate ar­
ticle included in the contract. Payments on 
Recount of the fixed fee will in any case be 
“fade only as earned and claimed in accord- 
“K* With contract provisions. (See Part 
w~30.)

win0??1 B' ^ is ct^templated that advances 
be made to the Contractor, substitute 

tne clause set forth in § 9-7.5006-23 and re- 
®Pecial hank account agreement a: 

set forth in § 9-7.5Q06-24.
ArticZe V II— A ssignm ent. Insert contracl 

clause set forth in § 9-7.5006-46.
VIII—Accounts, records, and in-

8 0 -»=^' Insert contract clause set forth ir 
s 9-7.5006-1.

Note; Tbg provisions in this clause relating 
mit tv accounts are designed to per-
svatftrv,6 ^Se of AEC’s integrated accounting 
or .. whether the reimbursement methoc 
empioyedaiiVanc®s method of Payment it

control6 Examination of records. Ins< 
Art^i Clause ^  forth in § 9-7.5004-10. 

Ins«*0 ° X Workmanship and materia

§ 9-7.500Ci-32raC't ClaUSe “  Set f° rth
seffnr+v! XI~ ProPer'ty- Insert contract clat 
»ei forth in § 9-7.5006-26.
ancp^lti XP  Required bonds and insi 
sertfJ^ZUS" ,e °t  Government property. I 

ntract clause set forth in § 9-7.5006-!

Article X III— State and local taxes. The 
Contractor agrees to notify the Contracting 
Officer of any tax, fee, or charge:

(a ) Prom which exemption is granted by 
State or local law, or

(b ) Which is invalid under any provision 
of the Constitution of the United States 
levied or purported to be levied on the 
Contractor in respect of this Contract 
and to refrain from paying any such tax, 
fee, or charge unless otherwise authorized 
by the Contracting Officer* The Contractor 
further agrees to take such steps as may be 
required by the Contracting Officer to cause 
any such tax, fee, or charge to be paid under 
protest and, if so directed by the Contracting 
Officer, to cause to be assigned to the Gov­
ernment or its designee any and all rights to 
the abatement or refund of any such tax, fee, 
or charge, or to permit the Government to 
Join with the Contractor in any proceedings 
for the recovery thereof or to sue for recovery 
in the Contractor’s name.

The Government shall save the Contractor 
harmless from penalties and interest in­
curred through compliance with this article.

Article X IV — Litigation and claims. Insert 
contract clause set forth in § 9-7.5006-50.

Article X V— Contractor procurement. In ­
sert contract clause set forth in § 9-7.5006-29.

Article X V I— Safety, health, and fire pro­
tection. Insert contract clause set forth in 
§ 9-7.5006-47.

Article X V II— Contractor’s organization. 
Insert contract clause set forth in 
§ 9-7.5006-6.

Article X V III— Key personnel. Insert con­
tract clause set forth in § 9-7.5007-2.

Article X IX — Patent indemnity. Insert 
General Provision “15” of Standard Form 23A.

N ote A: Basically, no patent provisions 
beyond the usual indemnity clause should 
be included. Alteration of this clause as to 
specified items is a matter to be dealt with 
by negotiation, if the question is raised by a 
prospective contractor. In particular cases 
involving technical facilities, the inclusion 
of additional provisions relating to title and 
rights in inventions and discoveries, with 
appropriate alteration of the indemnity 
clause, will be required in the interest of the 
Government. The patent indemnity clause 
may be modified by deleting the opening 
words, “Except as otherwise provided,” and 
by adding at the end of the article an excep­
tion set forth in (1) or (2) below under cir­
cumstances therein.

(1) '  Certain construction contracts may 
call for items or parts thereof which are 
standard commercial supplies and also for 
Items which require modifications in the 
course of the performance of the work. In  
such event the patent idemnity article set 
forth above may be appropriately modified. 
To cover such circumstances, the following 
modification should be added at the end of 
the patent indemnity article:

“, except, however, infringement neces­
sarily resulting from the contractor’s com­
pliance with written specifications or provi­
sions for other than standard parts or com^ 
ponents manufactured or supplied by the 
contractor or resulting from specific written 
instructions given - by the Commission for 
the purpose of directing a manner of per­
formance of the contract not normally 
utilized by the contractor.”

(2) In some instances certain specific 
items should be excluded from the indemni­
fication, and where such items or parts can 
be identified as nonstandard commercial 
components or parts, the following provision 
may be added at the end of the patent in­
demnity article:

“except that this indemnity shall not 
apply to the following items or parts (spe­
cifically identifying and listing the items or 
parts to be excluded).”

N ote B : The alterations of the indemnity 
clause should be made upon the advice of 
the Field Patent Group or, in the absence 
of such group, on the advice of the Office 
of the Assistant General Counsel for Patents.

Article X X — Security. Insert contract 
clause set forth in § 9-7.5004-11.

N ote : The security clause includes a pro­
vision under which the contractor agrees 
to conform to all security regulations and 
requirements of the AEC. This provision will 
support security actions which are not ex­
pressly mentioned in the security article but 
are required by the AEC, whether in the 
form of general rules or “one-time” require­
ments. Examples are actions to promote 
physical security and control of classified 
matter.

Article X X I— Disputes. Insert contract 
clause as set forth in § 9—7.5004—3.

Article X X II— Labor.
(a ) Davis-Bacon Act (Act of Mar. 3, 1931, 

as amended; 40 U.S.C. 276a and following)-— 
Insert contract clause set forth in Standard 
Form 19A with the modification necessary 
if § 9-12.103-51 applies.

Note : This clause includes provisions re­
quired by regulations of the Department of 
Labor. Part 3, Title 29, Subtitle A, Code of 
Federal Regulations (7 F.R. 687 as amended) 
and Part 5, Title 29, Subtitle A, Code of 
Federal Regulations (16 F.R. 4430) as 
amended.

(b ) Contract Work Hours Standards Act—  
Overtime Compensation. Insert contract 
clause set forth in Standard Form 19A with 
the modification necessary if § 9-12.103-51 
applies.

(c) Apprentices— Insert contract clause 
set forth in Standard Form 19A.

(d ) Payrolls and payroll records. Insert 
contract clause set forth in Standard Form 
19A.

(e) Compliance with Copeland Regula­
tions. Insert contract clause set forth in 
Standard Form 19A.

(f )  Withholding of funds. Insert contract 
clause set forth in standard Form 19A.

(g ) Subcontracts. Insert contract clause 
set forth in Standard Form 19A.

(h ) Equal opportunity. Insert contract 
clause set forth in FPR 1—7.101—18.

(i) Convict labor. Insert contract clause 
set forth in FPR 1—12.203.

( j )  Contract termination— Debarment. In ­
sert contract clause set forth in Standard 
Form 19A.

Article X X III— Notice of labor disputes. 
Insert contract clause set forth in § 9-
7.5006-49.

Article X X IV — Covenant against contin­
gent fees. Insert contract clause as set forth 
in § 9-7.5004-2.

No te : In  the event a contractor is unwill­
ing to include a covenant against contingent 
fees In subcontracts and purchase orders, or 
if the contracting officer deems such inclu­
sion inadvisable, the matter shall be brought 
to the attention of the Director, Division of 
Contracts with a statement of the reasons.

Article X X V — Officials not to benefit. In ­
sert contract clause as set forth in § 9-
7.5004- 5.

Article X X V I— Buy American Act. Insert 
contract clause as set forth in § 9-
7.5004- 17.

Article X X V II— Termination for default 
or for convenience of the Government. In ­
sert contract clause set forth in FPR 1—8.702 
with the modification required by FPR 1- 
8.700-2(a ) (£ ).

Article X X V III— Drawing, designs, speci­
fications. Insert contract clause set forth in 
§ 9-7.5006-13.

Article X X IX — Permits. Insert contract 
clause set forth in § 9-7.5006-48.

Article X X X — Renegotiation. Inser« con­
tract clause set forth in § 9-7.5004-20, if the
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contract is subject to the Renegotiation Act 
of 1951, as amended.

Article X X X I— Alterations and additions. 
Insert contract clause set forth in § 9-
7.5006-2.

Article X X X II— Utilization of small busi­
ness concerns. Insert contract clause set 
forth in FPR 1-1.710-3 (a ) under the con­
ditions and in the manner prescribed in that 
section.

Article X X X III— Priorities, allocations, 
and allotments. Insert contract clause set 
forth in § 9-7.5006-52.

In witness whereof, the parties hereto 
have executed this contract as of the day and 
year above written:

U n it e d  S t a t e s  o p  
A m e r ic a

By ----------------------------------

(Title)
U n it e d  S t a t e s  A t o m ic  
E n e r g y  C o m m is s io n

(Contractor) 
B y  ......................................

(Title)
I , -------------i-------------------------- - certify that I

(Attestor)
am the ______________________ ,_____  of the

(Title)
Contractor named in this contract; that
--------------------------------- ------  who signed this

(Signatory)
contract on behalf of said Contractor was
th e n ----------------------------------------of said Con-

(Title)
tractor; that this contract was duly signed 
for and on behalf of said Contractor by 
authority of its governing body and is 
within the scope of its legal powers.

In witness whereof, I  have hereunto affixed 
my hand and the seal of said Contractor.

[s e a l ] ______________________________________

§ 9—16.5002—5 Outline of a cost-plus-a- 
fixed-fee architect-engineer contract. 

This contract, entered into t h e ______ day
o f ------------------- 19___ effective as of th e _______
day o f --------------------, 19___ between the United
States of America (hereinafter called the 
“Government”),  acting through the United 
States Atomic Energy Commission (herein­
after called the “Commission”),  a n d ______
--------------------- ---------  (hereinafter called the
“Contractor”) .

Witnesseth that:
Whereas; the Commission finds that the 

common defense and security require the 
furnishing of architect-engineer services for 
a construction project, hereinafter more par­
ticularly described, t h a t _____________________
______ and

A statement of grounds which render a 
contract on a lump-sum basis impracticable, 
should be inserted in this recital.

Whereas, the Contractor is willing to un­
dertake the performance of such architect- 
engineer services on a cost-plus-a-fixed-fee 
basis; and

Whereas, the Commission, finds that the 
Contractor is best qualified to perform such 
services, all relevant factors considered; and

Whereas the Commission certifies that this 
negotiated contract is authorized by and ex­
ecuted under the Atomic Energy Act of 1954, 
as amended, in the interest of the common 
defense and security;

N o t e : The appropriate authority under 
the Federal Property and Administrative 
Services Act of 1949, as amended, should also 
be cited.

Now therefore, the parties hereto agree as 
follows:

Article I— Definitions. Insert contract 
clause as set forth in § 9-7.5005-4.

Article II— Statement of work.

(a ) Description of construction project. 
The construction project for which architect- 
engineer services are to be furnished com­
prises _____________________________ _____________

Note: As fu ll a description as is feasible 
of the construction project should be in­
serted. If the architect-engineer work is to 
cover auxiliary facilities required for con­
struction, this paragraph should include a 
reference to such facilities.

The construction project will be located at 
______________on a s ite ________________________ _

(b ) Statement of architect-engineer serv­
ices. The Contractor shall furnish for the 
construction project the architect-engineer 
services described in T it le______ , below, sub­
ject to such further detailed requirements as 
may be appended to this Contract by agree­
ment of the parties.

Note: This paragraph shall be modified 
if necessary to omit inappropriate matter or 
to adapt it to particular circumstances. More 
detailed requirements, applying security, 
safety and other policy standards to the 
preparation of drawings and specifications 
may be incorporated in an appendix to the 
contract.

T itle I —Preliminary Services

( 1 ) Conduct or arrange for, by subcontract 
or otherwise as approved by the Contracting 
Officer, and supervise all necessary topo­
graphical and other field surveys, the prepa­
ration of maps, and necessary test borings 
and other subsurface investigations.

(2) Consult and collaborate with the Com­
mission or its designees to determine the 
requirements which will govern design of 
the project and to establish architectural and 
engineering criteria for such design.

(3) Conduct preliminary studies, and pre­
pare preliminary sketches, drawings, layout 
plans, outline specifications and reports 
showing features and characteristics of the 
design proposed to meet the Commission’s 
requirements.

(4) Prepare preliminary estimates of cost 
and time schedules for (i) completion of the 
design and working drawings and specifica­
tions, and (ii) construction.

(5) Prepare preliminary estimates of ma­
terial quantities required for construction.

T itle I I —Design Services

(1) Upon approval by the Commission of 
preliminary plans and estimates, undertake 
the design of the construction project.

(2) Undertake restudy and redesign work 
due to such changes and deviations within 
the scope of the construction project from 
approved preliminary work as may be re­
quired by the Commission.

(3) Prepare and revise, for the approval 
of the Commission, and furnish working 
drawings, details and specifications for con­
struction, and contract bidding documents 
in such form and quantity and including 
such provisions as may be required by law 
or the directions of the Commission.

(4) Prepare, or when directed by the Com­
mission, participate with others in the prep­
aration of, a detailed estimate of the cost of 
construction based on the approved design, 
and working drawings and specifications.

(5) Assist the Commission and its design­
ees in securing, analyzing, and evaluating 
proposals and bids for materials, equipment, 
and services required for construction.

(6) When requested, consult with and ad­
vise the Commission on any questions which 
may arise in connection with the architect- 
engineer services described in this contract.

T itle I I I —Supervision op Construction

(1) Furnish and maintain governing lines 
and benchmarks to provide horizontal and 
vertical controls to which construction may 

be referred.

(2) Check and approve, or require revi­
sion of, all vendors’ shop drawings to assure 
conformity with the approved design and 
working drawings and specifications.

(3) Inspect the execution of construction 
so as to assure adherence to approved draw­
ings and specifications.

(4) Inspect construction workmanship 
and materials, and equipment, and report 
to the Commission as to their conformity or 
nonconformity to the approved drawings and 
specifications.

(5) Make or procure such field or labora­
tory tests of construction workmanship and 
materials, and equipment, as the Commis­
sion may require or approve.

(6) Prepare estimates of reasonable 
amounts of increase or decrease in contract 
price and/or contract completion term for 
contract modifications, evaluate proposals 
submitted by the constructor for such con­
tract adjustments and make recommenda­
tions to the Contracting Officer for use in 
negotiating.

(7) Prepare reports and make recom­
mendations on status of deliveries of ma­
terials and equipment as the Commission 
may require or approve.

(8) Prepare monthly and other reports of 
the progress of construction, as may be re­
quired and partial, interim and final esti­
mates and reports of quantities and values 
of construction work performed, for pay­
ment or other purposes.

(9) F u rn ish______ set(s) of reproducible
“as built” record drawings of the type speci­
fied by the Commission a n d ______ set(s) of
markèdup specifications showing construc­
tion as actually accomplished.

Article I I I— Changes. Insert contract
clause set forth in § 9—7.5006—4.

Article IV — Obligation of funds, estimates 
of cost ( other than operating contracts). 
Insert contract clause set forth in § 9- 7.5006- 
14.

Article V— Allowable costs and fixed fee. 
Insert contract clause set forth in 
§ 9-7.5006-12.

N o t e : For onsite architect-engineer con­
tracts central and branch office expenses may 
be included in allowable costs only if ex­
pressly authorized by the Contracting Officer.

Article VI— Payments. Insert clause set 
forth in § 9-7.5006-25 using 10 percent in 
the second sentence of subparagraph (b).

Note A: Normally, payment for architect- 
engineer allowable costs incurred and 
claimed is made on the basis of straight 
reimbursement. Provision is made, however, 
for advancing funds to the contractor should 
that be deemed advisable. Payments on ac­
count of the fixed fee shall in any case be 
made only as earned and claimed in accord­
ance with contract provisions. See Part 9-30.

Note B: I f  it is contemplated that ad­
vances will be made to the contractor, sub­
stitute the clause set forth in § 9-7.5006-23 
and require special bank agreement set forth 
in § 9-7.5006-24.

Article V II— Assignment. Insert contract 
clause set forth  in § 9-7.5006-46.

Article V III— Accounts, records, and in­
spection. Insert contract clause set forth in
§ 9-7.5006-1.

N o t e : The provisions relating to records 
and accounts are designed to permit the use 
of AEC’s integrated accounting system 
whether the reimbursement method or the 
advance method of payment is employed.

Article IX —Examination of records. Inser 
contract clause as set forth in § 9-7.5004-1 •

Article X —Responsibility for design nn 
working drawings and specifications. Th  
granting of approvals by the Commission 
under the paragraph entitled “Statement o 
Architect-Engineer Services” of the artic e 
entitled “Statement of Work” shall not affec 
the responsibility of the Contractor for t e 
design, nor for the correctness of working 
drawings and specifications.
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Article X I—Property. Insert contract clause 
set forth in § 9-7.5006-26.

Article X II—Drawings, designs, specifica­
tions. Insert contract clause set forth in 
§ 9-7.5006-13.

Article X III— Required bonds and in­
surance-exclusive of Government prop­
erty. Insert contract clause set forth in 
§9-7.5006-51.

Article X IV— State and local taxes. The 
Contractor agrees to notify the Contracting 
Officer of any tax, fee, or charge (a ) from 
which exemption is granted by State or local 
law, or (b) which is invalid under any pro­
vision of the Constitution of the United 
States levied or purported to be levied on the 
Contractor in respect of this Contract and 
to refrain from paying any such tax, fee, or 
charge unless otherwise authorized by the 
Contracting Officer. The Contractor further 
agrees to take such steps as may be required 
by the Contracting Officer to cause any such 
tax, fee, or charge to be paid under protest 
and, if so directed by the Contracting Officer, 
to cause to be assigned to the Government 
or its designee any and all rights to the 
abatement or refund of any such tax, fee, or 
charge, or to permit the Government to join 
with the Contractor in any proceedings for 
the recovery thereof or to sue for recovery in 
the Contractor’s name. The Government shall 
save the Contractor harmless from penalties 
and interest incurred through compliance 
with this article.

Article XV—Litigation and claims. Insert 
contract clause set forth in § 9-7.5006-50.

Article XVI—Subcontracts and purchase 
orders—When subcontracts authorized— Re­
quirements applicable to subcontracts and 
purchase orders. The Contractor shall, when 
ordered by the Contracting Officer, and may, 
but only when authorized by the Contracting 
Officer, enter into subcontracts in writing for 
the performance in whole or in part of the 
work described in paragraph entitled “State­
ment of Achitect-Engineer Services” of the 
article entitled “Statement of Work.” Pur­
chase orders shall not be entered into by the 
Contractor for items whose purchase is ex­
pressly prohibited by the written directions 
of the Contracting Officer. All subcontracts 
for the performance in whole or in part of 
the work described in paragraph entitled 
Statement of Architect-Engineer Services” 

°l article entitled “Statement of Work” 
shall be submitted to the Contracting Officer 
or approval. The Government reserves the 

nght at any time to require that the Con- 
ractor submit any or all other contractual 
arrangements, including but not limited to 
P rchase orders or classes of purchase orders, 

aK>r°val, arLd provide information con- 
mertiods, practices, and procedures 

in» Pr°posed to be used in subcontraet- 
jng and purchasing. The Contractor shall use 
trapu« ’ Practices> or procedures in subcon- 
to ^,or Purchasing which are acceptable 
rhaco v >mmission. Subcontracts and pur- 
namf. °*df5s (note A ) shall be made in the 
S f n r f  tthl  Contract°r, shall not bind or 
reliai Government, shall not
thk Pnat6 contactor of any obligation under 
the r w S  (including among other things, 
M diwig tuion P ro p e r  to supervise and co- 
shaii K .i he work of subcontractors), and 
visions « in Such îarm and contain such pro- 
the arf, required by this Contract or as 
we contracting Officer may prescribe.

namTLA;vP ^_w?rds “sha11 * *  made in the 
Purnort ^ C o n tra c to r , shall not bind nor 
Æ  ̂  ^  bind the Government” are op- 

“ *7 68 “

sh2lTL Bi  ^ agraph (c> o£ § 9-7.5006-29 
S S J *  ^eluded in the contract if it is 
required13̂  ttiat the contractor will be 
teriais 0 Procure any equipment, ma- 

> upplies, or services of the kind and

character manufactured or sold by contrac­
tor-controlled sources.

Article X V II— Safety, health, and fire 
protection. Insert contract clause set forth 
in § 9-7.5006-47.

Article X V III— Contractor's organization. 
Insert contract clause set forth in 
§ 9-7.5006-6.

N o t e : For offsite architect-engineer con­
tracts, substitute the follow ing for para­
graph ( b ) :

“A competent supervising representative 
of the Contractor satisfactory to the Con­
tracting Officer shall be in charge of the 
work at all times.”

Article X IX —Key personnel. Insert con­
tract clause set forth in § 9-7.5007-2.

Article X X — Patents. Insert contract clause 
set forth in § 9-9.5003.

N o t e : The patent clause should not be 
departed from except upon the advice of the 
Field Patent Group or in the absence of such 
group on the advice of the Office of the 
Assistant General Counsel for Patents. In  
each case it will be necessary to determine 
whether or not it will be appropriate to 
add the indemnity clause with or without 
modifications. The patent indemnity clause 
is Clause 15 of Standard Form 23A. For mod­
ifications to indemnity clause see note “A ” 
under Article XIX, Patent Indemnity, 
§ 9-16.5002-4.

Article X X I— Security. Insert contract 
clause set forth in § 9-7.5004-11.

N o t e : The security clause includes a pro­
vision under which the contractor agrees to 
conform to all security regulations and re­
quirements of the AEC. This provision will 
support security actions which are not ex­
pressly mentioned in the security clause but 
are required by the AEC, whether in the 
form of general rules or “one-time” require­
ments. Examples are actions to promote 
physical security and control of classified 
matter.

Article X X II— Disputes. Insert contract 
clause as set forth in § 9-7.5004-3.

Article X X III— Labor.
(a ) Contract Work Hours Standards Act—  

Overtime Compensation. Insert contract 
clause set forth in FPR 1-12.303 with the 
modification necessary if § 9-12.103-51 
applies.

(b ) Equal opportunity. Insert contract 
clause set forth in FPR 1-7.101—18.

(c) Convict labor. Insert contract clause 
set forth in FPR 1-12.203.

Article X X IV — Covenant against contin­
gent fees. Insert contract clause as set forth 
in § 9-7.5004-2. '

Article X X V — Officials not to benefit. In ­
sert contract clause as set forth in 
§ 9-7.5004—5.

Article X X V I— Buy American Act. Insert 
contract clause as set forth in § 9-7.5004-17.

Article X X V II— Termination. Insert con­
tract clause set forth in § 9-8.751.'

Article X X V III— Permits. Insert contract 
clause set forth in § 9-7.50Q6—48.

Article X X IX — Renegotiation. Insert con­
tract clause set forth in § 9-7.5004-20, if the 
contract is subject to the Renegotiation Act 
of 1951, as amended.

Article X X X — Classification. Insert con­
tract clause set forth in § 9-7.5004-21 when 
required.

Article X X X I— [Reserved]
Article X X X II— Alterations and additions. 

Insert contract clause set forth in 
§ 9-7.5006-2.

In the event the contractor will be re­
quired to perform procurement activities, the 
following articles shall be included in the 
contract as appropriate.

Article X X X III— Utilization of small busi­
ness concerns. Insert contract clause set forth 
in FPR 1-1.710-3(a ) under the conditions 
and in the manner prescribed in that section.

Article X X X IV — Small business subcon­
tracting program. Insert contract clause set 
forth in FPR 1-1.710-3 (b ) under the condi­
tions and in the manner prescribed in that 
section.

Article X X X V — Utilization of concerns in 
labor surplus areas. Insert contract clause set 
forth in FPR 1-1.805-3 (a ) under the condi­
tions and in the manner prescribed in that 
section.

Article X X X V I— Labor surplus area sub­
contracting program. Insert contract clause 
set forth in FPR 1-1.805-3 (b ) under the con­
ditions and in the manner prescribed in that 
section.

Article X X X VII-—Priorities, allocations, and 
allotments. Insert contract clause set forth 
in § 9-7.5006-52.

In witness whereof, the parties hereto have 
executed this Contract as of the day and year 
above written:

United States op America 
By ............. ................... —  •

(Title)
United States Atomic 
Energy Commission

(Contractor) 
B y ------------------------------

(T it le )
I,  ____________________________ certify that I

(Attestor)
am th e ____________________________ of the Con-

(Title)
tractor named under this contract; that
_______ ,____________________ who signed this

(Signatory)
contract on behalf of said Contractor was
th e n ___________ ________________ of said Con-

(Title)
tractor; that this contract was duly signed 
for and on behalf of said Contractor by au­
thority of its governing body and is within 
the scope of Its legal powers.

In  witness whereof, I  have hereunto 
affixed my hand and the seal of said 
Contractor.

[seal] __________________________

§ 9—16.5002—6 Outline o f a lump-sum 
architect-engineer contract (with cost 
reimbursement features).

Note: The outline provides for lump-sum  
compensation for certain services and cost 
reimbursement for other services. I f  it is 
desired that the cost reimbursement portion 
be made on a lump-sum basis or on the basis 
of negotiated rates (e.g., a fixed amount per 
day) appropriate revisions in the form of 
contract will be required (including revision 
of the introductory recitals and of the arti­
cles entitled “Payment” and “Termination”). 

This contract, entered into t h e ______ day
o f ___________ _ 19__, effective as of th e _______
day o f ______ _ 19___ between the United States
of America (hereinafter called the “Govern­
ment”) , acting through the U.S. Atomic 
Energy Commission (hereinafter called the
“Commission”) , a n d __________________________
(hereinafter called the “Contractor” ). 

Witnesseth that:
Whereas, the Commission finds that the 

common defense and security require the 
furnishing of architect-engineer services for 
a construction project, hereinafter more 
particularly described; and

Whereas the Contractor is willing to un­
dertake the performance of certain services 
on a lump-sum basis and of certain other 
services on a cost-reimbursable basis; and 

Whereas, the Commission finds that the 
Contractor is best qualified to perform such 
services, all relevant factors considered; and 

Whereas, the Commission certifies that this 
negotiated contract is authorized by and exe­
cuted under the Atomic Energy Act of 1954,
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as amended, in the interest of the common 
defense and security;

Note : The appropriate authority under the 
Federal Property and Administrative Serv­
ices Act of 1949, as amended, should also be 
cited.

Now therefore, the parties hereto agree as 
follows:

Article I— Definition. Insert contract clause 
in accordance with § 9-7.5005-4.

Article I I— Statement of work.
(a ) Description of construction project. 

The construction project for which architect- 
engineer services are to be furnished com­
prises—

As full a description as is feasible should 
be inserted. If the architect-engineer work is 
to cover auxiliary facilities required for con­
struction, this paragraph should include a 
reference to such facilities.

_____________________ ____________________ The
construction project will be located at 
______________on a s ite ---------------------

(b ) Statement of architect-engineer serv­
ices. The Contractor shall, within the short­
est reasonable time, furnish for the con­
struction project the architect-engineer 
services described in T it le --------- - below, sub­
ject to such further detailed requirements as 
may be appended to this Contract by agree­
ment of the parties.

This paragraph (entitled “Statement of 
Architect-Engineer Services” of the clause 
entitled “Statement of Work”) shall be modi­
fied if necessary to omit inappropriate matter, 
or to adapt it to particular circumstances. 
More detailed requirements, applying secur­
ity, safety, and other policy standards to the 
preparation of drawings and specifications, 
may be incorporated in an appendix to the 
oontract.

Note: This form of contract provides for 
completion of the architect-engineer services 
“within the shortest reasonable time.” The 
form may be modified to provide for com­
pletion of separable parts of the work at dif­
ferent times. Modifications of tins character 
will require corresponding modifications of 
the default provisions of the clause entitled 
“Termination.”

T itle I— Preliminary Services

(1 ) Conduct or arrange for, by subcontract 
or otherwise as approved by the Contracting 
Officer, and supervise a ll necessary topo­
graphical and other field surveys, the prep­
aration of maps, and necessary test borings 
and other subsurface investigations.

(2) Consult and collaborate with the Com­
mission or its designee to determine the re­
quirements which will govern the design of 
the project and to establish architectural and 
engineering criteria for such design.

(3) Conduct preliminary studies, and pre­
pare preliminary sketches, drawings, layout 
plans, outline specifications and reports, 
showings features and characteristics of the 
design proposed to meet the Commission’s 
requirements. If more than three studies, 
including sketches, drawings, plans, outline 
specifications, or documents are required be­
cause of changes initiated by the Commis­
sion, an equitable adjustment in the lump­
sum compensation will be made in accord­
ance with provisions of the changes article.

(4) The drawings, plans, and outline speci­
fications and documents shall be prepared in 
such form and furnished in such quantity 
as directed by the Commission..

Specific quantities of the drawings, plans, 
outline specifications, and documents should 
be indicated here or elsewhere in the 
contract.

(5) Prepare preliminary estimates of cost 
and time schedules for (i) completion of the 
design and working drawings and specifica­
tions, and (11) construction.

(6) Prepare preliminary estimates of ma­
terial quantities required for construction.

T itle II— Design Services

(1) Upon approval by the Commission of 
preliminary plans and estimates, undertake 
the design of the construction project.

(2) Undertake restudy and redesign work 
due to minor deviations from the approved 
preliminary work as may be required by the 
Commission.

(3) Prepare and revise, for the approval 
of the Commission, and furnish complete 
sets of contract bidding documente includ­
ing, working drawings, details and specifi­
cations for construction, in. such form and 
quantity and including such provisions as 
may be required by law or the directions of 
the Commission.

Specific quantities of drawings and speci­
fications should be indicated here, or else­
where in the contract.

(4) Prepare, or when directed by the Com­
mission participate with others in the prep­
aration of, a detailed estimate of the cost 
of a construction based on the approved 
design and working drawings and 
specifications.

(5) Assist the Comftfission and its desig­
nees in securing, analyzing, and evaluating 
construction bids or proposals.

(6) When requested, consult with and ad­
vise the Commission on any questions which 
may arise in connection with the architect- 
engineer services described in this Contract.

T itle III— Supervision of Construction

( 1 ) Furnish and maintain governing lines 
and bench marks to provide horizontal and 
vertical controls to which construction may 
be referred.

(2) Check and approve, or require re­
vision of, all vendors’ shop drawings to as­
sure conformity with the approved design 
and working drawings and specifications.

(3) Inspect the execution of construction 
so as to assure adherence to approved work­
ing drawings and specifications.

(4) Inspect construction workmanship 
and materials, and equipment, and report to 
the Commission as to their conformity or 
nonconformity to the approved working 
drawings and specifications.

(5) Make or procure such field or labora­
tory teste of construction workmanship and 
materials, and equipment, as the Commis­
sion may require or approve.

(6) Prepare estimates of r e a s o n a b l y  
amounts of increase or decrease in Contract 
price and/or Contract completion time for 
contract modifications, evaluate proposals 
submitted by the constructor for such con­
tract adjustments and make recommenda­
tions to the Contracting Officer for use in 
negotiating.

(7) Prepare reports and make recom­
mendations on status of deliveries of ma­
terials and equipment as the Commission 
may require or approve.

(8) Prepare monthly and other reports 
of the progress of construction, as may be re­
quired, and partial, interim and final esti­
mates and reports of quantities and values 
of construction work performed, for pay­
ment or other purposes.

(9) Fu rn ish______ set(s) of reproducible
“as-built” record drawings of the type spec­
ified by the Commission a n d ______ set(s)
of ' mark-up specifications, showing con­
struction as actually accomplished.

Article I I I— Drawings, designs, specifica­
tions. Insert contract clause set forth in 
§ 9-7.5006-13.

Article IV — Changes. The Contracting O f­
ficer may at any time issue written directions 
requiring additional work or directing the 
omission of or variations in work covered by 
this Contract and within the general scope 
thereof. If any such direction results in a 
change in the amount of character of -the 
work covered by the lump-sum oompensa-

tion provided for herein, an equitable ad­
justment in such compensation shall be made 
and the contract modified in writing ac­
cordingly. Any claim of the Contractor for 
adjustment under this article must be as­
serted in writing within 30 days from the 
date of- receipt by the Contractor of the 
notification of change: Provided, however, 
That the Contracting Officer, if he deter­
mines that the facts justify such action, may 
receive and consider, and adjust any such 
claim asserted at any time prior to the date 
of final settlement of the Contract. If the 
parties fail to agree upon the adjustment to 
be made the dispute shall be determined as 
provided in the article entitled “Disputes." 
Nothing provided in this clause shall excuse 
the Contractor from proceeding with the 
prosecution of the work as changed. Except 
as otherwise herein provided, no charge for 
any extra work or material will be allowed.

Article V— Payment.
(a ) Lump-sum compensation. The Con­

tractor shall be paid the lump sum of $_____
which shall constitute fu ll compensation for 
all services and materials furnished under 
this Contract except for the costs hereinafter 
specified in the paragraph entitled “Reim­
bursement for Certain Costs.”

(b ) Reimbursement for certain costs. The 
Contractor shall be entitled, in addition to 
payment of the lump sum hereinbefore pro­
vided for, to reimbursement for the follow­
ing costs to the extent approved by the Con­
tracting Officer, but not to exceed a total of

(1) The actual costs of labor, materials, 
and equipment use and traveling expenses, 
and approved subcontracts and transporta­
tion of things, required for topographical 
and other field surveys, the preparation of 
maps, and test borings and other subsurface 
investigations under this Contract.

(2) The actual costs of labor, and mate­
rials and equipment use and traveling ex­
penses for the resident engineer in charge, 
field engineers and inspectors, part-time in­
spectors from the home or branch office, and 
the supporting Field Office force as required 
at the site of the construction project for 
inspection of construction;

(3 ) The actual costs of labor and materials 
and traveling expenses for expediting or in­
specting material and equipment, and check­
ing or expediting shop drawings at vendors
plants;

(4) The actual cost of onsite transporta­
tion for services listed in (1) through (3) 
above;

(5) The actual costs of labor, materials, 
and equipment use,- or an allowance in lieu 
of such actual cost at a rate or rates approved 
in advance by the Contracting Officer, for 
copies in excess of 20 prints of drawings, 
specifications, invitations for bid, or other 
related documents, and revisions thereto, 
which are reproduced after Title II design 
is approved by the Commission and whic 
are for use by the Commission and its con­
struction contractors. (This does not in°*u 
“as-built” record drawings and specific - 
tions as required under Title III services.)

(6) Compensation paid for such outsiif® 
expert technical assistance, including 
services of materials testing laboratories,
is approved in writing by the Contrac ng 
Officer in connection with the performs 
of any of the work under this contract, a

(7) Expenses of such travel of the Con­
tractor's responsible supervising represeii 
tive that might be required in addition to 
normal supervision furnished under the
or specified in the contract. mode

N ote A : If some payments are to be m 
either on the basis of actual costs or neg 
tiated rates (e.g. a fixed amount Per nL aV 
day ), a limit to the total amount that m i 
be so paid without a modification to
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contract should be provided in the payment 
article for control purposes.

Note B: Include other items listed under 
§ 9-3.404-50 that are applicable.

Note C: Include the definitions for “labor 
cost” and “traveling expenses” as set forth 
in 8 9-3.404-50(f).

(c) Partial •payments on account of lump­
sum compensation. Ninety (90) percent of 
the lump-sum compensation shall become 
due and payable in monthly installments in 
amounts based on the proportion of the 
work then completed, as determined, by the 
Contracting Officer, and the balance upon 
completion and acceptance of all work under 
this contract.

(d) Reimbursement payments. (1) Pay­
ments for costs which are reimbursable un­
der the provisions of the paragraph entitled 
“Reimbursement for certain costs” shall be 
made to the Contractor at intervals stipu­
lated by the Contractor and the Contracting 
Officer and upon completion and acceptance
of the work under this contract.

(2) Notwithstanding any other provision 
oi this contract, when the amount for which 
the Contractor shall be entitled to reim­
bursement equals the maximum amount the 
Government has agreed to reimburse the 
Contractor under this contract and any mod­
ification thereto, the Contractor shall not 
be expected or required to incur further 
expenses or obligations under paragraph (b ) 
of this Article unless and until the Govern­
ment first increases the maximum amount 
stipulated in paragraph (b ) by appropriate 
modificaton thereof, nor shall the Govern­
ment be obligated to reimburse the Contrac­
tor for expenses beyond that amount.

(e) Final payment. Upon completion of 
the work and its acceptance by the Govern­
ment, and upon the furnishing by the Con­
tractor of a release, in such form and with 
such exceptions as may be approved by the 
Contracting officer, of all claims against the 
Government under or arising out of this con­
tract, the Government shall promptly pay 
to the Contractor the unpaid balance of the 
lump-sum compensation and reimbursable 
costs less (i) deductions due under the terms 
of this contract, and (ii) any sum required 
to settle any unsettled claim which the Gov­
ernment may have against the Contractor in 
connection with this contract.

(f) Supporting documents. Claims for pay­
ment shall be accompanied by such support­
ing documents and Justifications as the 
Contracting Officer shall prescribe.
. (g ) Records and accounts relating to re­
imbursable costs— Inspection and audit. The 
Contractor agrees to keep books of account, 
records, documents, and other evidence bear- 
mg on costs which are reimbursable under 

>̂rOVlŝ ons °*  Paragraph entitled “Re­
imbursement for certain costs.” The method 

accounting employed by the Contractor 
toi reference to such costs shall be subject 

m approval of the Commission, but no 
it n er.f Ĉ ange shall be required therein if 
nm°H 0rms §erLerally accepted accounting 
ir_ tlce- AU such books of account, records, 

and other evidence relating to 
in<m ^ “ “kursable costs shall be subject to 
all C ™ 011 audit by the Commission at 
affnV,?fi?ilable and the Contractor shall
siiohtthe Cominission proper facilities for 
o tw ^ fpection and audit. Subject to such 

af positi°r1 as may be agreed upon by 
atractor and the Commission, the Con- 

¡V r T  ^ » l l ,  for a period of three (3) years 
of th na* *>â lnen  ̂ under this contract, or 
s 4«  ^me for the particular records
m C ***111 Part 1-20 of the Federal Procure-
eveT RegUlations <41 CFR Part 1-20), which- 

expires earlier, preserve such of the
other °  account* records, documents, and 

r evidence relating to reimbursable costs

as are not furnished by the Contractor to 
the Government in support of payments 
under the contract.

Article VI— Examination of records. Insert 
contract clause as set forth in § 9-7.5004-10.

Article V II— State and local taxes. Insert 
contract clause as set forth in FPR 1-11.401—1.

Article V III— Assignment. Insert contract 
clause set forth in § 9-7.5006-46.

Article IX — Responsibility for design and 
•working drawings and specifications. The 
granting of approvals by the Commission un­
der the paragraph entitled “Statement of 
architect-engineer services” of the clause en­
titled “Statement of work” shall not affect 
•the responsibility of the Contractor for the 
design, nor for the correctness of working 
drawings and specifications.

Article X — Subcontracts. The Contractor 
¿hall not enter into any contractual commit­
ment to a third party which involves the 
performance in whole or in part of a specific 
part of the work described in paragraph 
entitled “Statement of architect-engineer 
services” in the article entitled “Statement of 
work” without the written approval of the 
Contracting Officer. However, this article is 
not applicable to a contract of employment.

N ote : Paragraph (c) of § 9-7.5006-29 
should be included in the contract if deemed 
deemed necessary.

Article X I— Contractor’s organization. In ­
sert contract clause set forth In § 9-7.5006-6.

N o te : For off -site -architect-engineer con­
tracts, substitute the following for paragraph  
( b ) :

“A  competent supervising representative 
of the Contractor satisfactory to the Con­
tracting Officer shall be in charge of the 
work at all times.”

Article X II— Key personnel. Insert con­
tract clause set forth in § 9-7.5007-2.

Article X III—Patents. Insert contract 
clause set forth In § 9-9.5003.

N o t e : The patent clause should not be 
departed from except on the advice of the 
Field Patent Group, or in the absence of 
such Group, on the advice of the Office of 
the Assistant General Counsel for Patents. 
In each case it will be necessary to determine 
whether or not It will be appropriate to add 
the indemnity clause, with or without modi­
fications. N ote : The patent indemnity clause 
is Clause 15 of Standard Form 23A. For 
modifications to this indemnity clause see 
Note “A” under Article XIX, Paient indem­
nity, § 9—16.5002—4.

Article X IV — Security. Insert contract 
clause set forth in § 9-7.5004-11.

N ote : The security clause includes a para­
graph to the effect that the Contractor agrees 
to conform to all security regulations and 
requirements of the AFC. To the maximum 
extent feasible, specific security regulations 
and requirements, which are not expressly 
set forth in the security clause but to which 
the Contractor may become subject under 
the paragraph referred to above, shall 
either be set forth or incorporated by ref­
erence in an appendix to the contract.

Article X V — Disputes. Insert contract 
clause set forth in FPR 1-7.101-12.

Article X V I— Labor.
(a ) Contract Work Hours Standards Act—  

Overtime Compensation. Insert contract 
clause set forth in FPR 1-12.303 with the 
modification necessary if § 9-12.103-51 
applies. 0

(b ) Equal opportunity. Insert contract 
clause set forth in FPR 1-7.101-18.

(c) Convict labor. Insert contract clause 
set forth in FPR 1-12.203.

Article X V II— Covenant against contingent 
fees. Insert contract clause set forth in FPR 
1-1.503.

Article X V III— Officials not to benefit. 
Insert contract clause set forth in FPR  
1-7.101-19.

Article X IX — Safety, health, and fire pro­
tection. Insert contract clause set forth in 
§ 9-7.5006-47.

Article X X — Permits. Insert contract clause 
set forth in § 9-7.5006-48.

Article X X I— Termination. Insert contract 
clause as set forth in § 9-8.752.

Article X X II— Renegotiation. Insert con­
tract clause set forth in § 9-7.5004-20 if the 
Contract is subject to the Renegotiation Act 
of 1951, as amended.

Article X X III— Classification. Insert con­
tract clause set forth in § 9-7.5004-21 when 
required.

Article X X IV  [Reserved]
Article X X V — Utilization of small business 

concerns. Insert contract clause set forth in 
FPR 1-1.710-3(a ) under the conditions and 
in the manner prescribed in that section.

Article X X V I— Small business subcon­
tracting program. Insert contract clause set 
forth in FPR 1-1.710-3 (b ) under the condi­
tions and in the manner prescribed in that 
section.

Article X X V II— Utilization of concerns in 
labor surplus areas. Insert contract clause set 
forth in FPR 1-1.805-3 (a ) under the condi­
tions and in the manner prescribed in that 
section.

Article X X V III— Labor surplus area sub­
contracting program. Insert contract clause 
set forth in FPR 1-1.805-3 (b ) under the con­
ditions and in the manner prescribed in that 
section.

Article X X IX — Property. I f  the Govern­
ment furnishes the Contractor property, or 
authorizes the Contractor to procure prop­
erty (such as office furniture and equip­
ment) , a property clause should be included 
similar to the one in § 9-7.5006-27.

Article X X X — Reports. (The nature and 
quantity of any reports, such as reports of 
the progress of the architect-engineer work, 
which will be required of the Contractor 
shall be set forth in this article or incor­
porated by reference in this article and in 
an appendix to be attached to the contract. 
Contracting Officers will be expected to re­
quire in most cases that reports be furnished 
at intervals disclosing the progress of the 
architect-engineer work.)

Article X X X I— Alterations and additions. 
The following alterations in or Additions to 
the provisions of this form of contract were 
made prior to the execution of the contract 
by the parties:

In  witness whereof, the parties hereto have 
executed this contract as of the day and 
year above written.

United States of America 
B y --------------— ............ ........

(Title)
United States Atomic 
Energy Commission

(Contractor)
B y --------— ......................... .

(Title)
I , ________________ _____________ certify that I

(Attester)
am th e____________________________ of the Con-

(Title)
tractor named under this contract; that
____________________________  who signed this

(Signatory)
contract on behalf of said Contractor was
th e n __________ ;_________________ of said Oon-

(Title)
tractor; that this contract was duly signed 
for and on behalf of said Contractor by 
authority of its governing body and is within 
the scope of its legal powers.
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In  witness whereof, I  have hereunto affixed 

my hand and the seal of said Contractor.
[seal] ________________ _________

§ 9—16.5002—7 Outline o f a letter con­
tract.

1. Contract number, date, name, and ad­
dress of Contractor.

2. Direction to Contractor to proceed im­
mediately to furnish the supplies or to per­
form the work specified, followed by as de­
tailed description of the supplies to be 
furnished or work to be performed as is 
practicable, together with desired delivery 
date or date of completion.

3. Provision that letter contract contains 
and resulting definitive contract will con­
tain all applicable provisions required by 
Federal Law, Executive Order, or regulations.

4. Provision for (a ) submission by the 
Contractor of a quotation and/or estimate 
supported by a cost breakdown and agree­
ment to' enter into negotiation of a defini­
tive contract immediately and (b ) type of 
definitive contract to be used.

5. Provision for (a ) approval by the Con­
tracting Officer of subcontracts and purchase 
orders of specified types and dollar limits 
as required by Subpart 9-51.2 and (b ) dollar 
limitation on total amount the Contractor 
may expend or obligate pending execution 
of the definitive contract.

6. Time limit within which letter con­
tract will be superseded by definitive con­
tract (normally within 120 days). Provision 
for termination either (a ) at any time for 
the convenience of the Government, or (b ) 
in event the parties fail to agree upon the 
terms of, and to execute, a definitive con­
tract within the time specified on any 
extension.

7. Provision for the reimbursement of the 
Contractor for all reasonable and necessary 
costs for work performed when the termina­
tion is for the convenience of the Govern­
ment or in the event the parties fail to agree 
upon the terms of a definitive contract 
within the time specified, or any extension 
thereof. In the latter case the provision 
should exclude the payment of profit or fee.

8. The total payments under paragraph 7 
above shall be limited to the total dollar 
amount authorized to be expended by the 
letter contract and shall be contingent upon 
transfer of title to the Government of all 
material (including specifications and draw­
ings) , tools, machinery, and work in process 
for which the Contractor is receiving reim­
bursement or the obtaining of an appropriate 
disposal credit to the Government for them.

9. Appropriate security provisions.
10. Appropriate tax provisions.
11. Appropriate disputes provisions.
12. Appropriate examination of records 

provisions.
13. Provision against assignment without 

prior approval in writing of the Contracting 
Officer.

Note: Ordinarily, letter contracts will not 
eontain any provision for payments to the 
Contractor, except in the event of its termi­
nation, since it is contemplated that a defini­
tive contract will be executed within a short 
period of time. If it becomes necessary to 
provide for such payments in the letter con­
tract, such additional provisions as are 
necessary for the protection of the Gov­
ernment’s interest shall be included.

§ 9—16.5002—8 Outline of special re­
search support agreement with edu­
cational institutions.

Contract N o .______ _
This agreement, entered into the _______

day of _______________ 19 , effective the
--------- day of _______________ _ 19__, by and
between the United States of America (here­
inafter referred to as the "Government”) , as

represented by the U.S. Atomic Energy Com­
mission (hereinafter referred to as the “Com­
mission” ), and ____________________________
(hereinafter referred to as the "Contractor”).
Witnesseth That :

Whereas the Commission desires to have 
the Contractor perform certain research work, 
as hereinafter provided; and

Whereas, this agreement is authorized by 
the Atomic Energy Act of 1954, as amended, 
and section 302(c) (15) of the Federal Prop­
erty and Administrative Services Act of 1949, 
as amended;

Now, therefore, the parties agree as follows : 
Article I— T he Research To Be Performed

(a ) The Contractor shall, to the best of its 
ability, furnish personnel, facilities, equip­
ment, materials, supplies, and services, except 
such as are furnished by the Government, 
necessary for the performance of the re­
search provided for in Appendix A hereto, 
and shall perform the research and report 
thereon pursuant to the provisions of this 
contract. It is understood that Appendix A, 
a guide to the performance of this contract, 
may be deviated from by the Contractor sub­
ject to the specific requirements of this 
contract.

(b ) This work shall be conducted under
the direction o f ____________________________ or
such other member of the Contractor’s staff 
as may be mutually satisfactory to the 
parties.

Note A: The description of the research 
in Appendix A may be omitted and Appendix 
A appropriately modified to incorporate, by 
pertinent references to the proposal or other 
documents, the type of data necessary to 
describe the research as called for by Ap­
pendix A; and where there is no cost sharing, 
other features may be referenced in lieu of 
insertion in Appendix A. In  such cases, the 
referenced material will be retained as part 
of the permanent contract file.
Article n —T he Period for Performance

The period of performance under this con-
tract shall commence o n ____,___________ 19___
and expire o n _____ :__________ 19__. Perform-
ance may be extended for additional periods 
by the mutual written agreement of the 
parties. It is presently expected that this 
contract will be extended by mutual agree­
ment u n til___________ 19___.1

Article III— Consideration

(a ) In  full consideration of the Contrac­
tor’s performance hereunder, the Commission 
shall furnish the equipment, supplies, ma­
terials, and services, if any, listed in Article 
A -I I (b )  (2) and pay the Contractor the sum
of $-------------, hereinafter called the “Support
Ceiling” which sum shall be subject to ad­
justment as hereinafter provided.

(b ) Payments to the Contractor shall 
equal the “Cumulative Support Cost’.’ of 
performance of this contract, as the term 
“Cumulative Support Cost” is defined in 
Article B—XX VII: 2 Provided, however, And

notwithstanding any other provision of this 
contract, that the Government’s monetary 
liability under this contract shall not exceed 
the Support Ceiling specified in (a) above 
The Commission shall not pay more than the 
Support Ceiling or an amount equal to the 
Cumulative Support Cost, whichever is less. 
The Contractor shall be obligated to perform 
under this contract throughout the agreed- 
upon period of performance, and to bear all 
costs which the Commission has not agreed 
to pay: Provided, however, That the Con­
tractor shall have the right to cease to per­
form the research provided for in this con­
tract, upon written notice to the Commission 
to that effect, at any time when or after 
the Cumulative Support Cost equals or ex­
ceeds the Support Ceiling.

(c) The Support Ceiling specified in (a) 
above may be revised as the parties may 
mutually agree in writing. In the event the 
stated period of contract performance is 
extended, the Support Ceiling will be revised 
to reflect any increased Commission support 
for the extended period or periods.

(d) Upon termination, or expiration of the 
total period of performance, the Contractor 
shall promptly refund to the Commission 
(or make such disposition as the Commission 
may in writing direct) any sums paid by 
the Commission to the Contractor under this 
contract, through direct payment or under 
letter of credit, in excess of the cumulative 
Support Cost incurred in performance under 
the contract.

Article IV— Additional Contract 
• Provisions

Appendix B attached hereto and made a 
part hereof, sets forth additional general con­
tract provisions of this contract.

Article V— Government Property

The following items of property procured 
or fabricated by the Contractor are hereby 
listed as "Government Property.” [List all 
property and equipment, title to which is 
to remain in the Government. Insert the 
word “none” if title to all of the property is 
to be vested in the Contractor: If title to 
property procured or fabricated by the Con­
tractor is to remain in the Government, add 
appropriate provisions for payment for such 
property from plant and equipment funds. 
Such funds should be in addition to, and not 
a part of, the “Support Ceiling” funds pro­
vided under Article III.]

In witness whereof, the parties have 
executed this contract.

United States of America 
B y ............... ......................

(Title)
United States Atomic 

Energy Commission

(Contractor) 
B y --------------------------5*

1 This sentence is optional and may be 
omitted.

2 The term Cumulative Support Cost refers 
to the cost of items under A -H (a ) of Appen­
dix A, for the initial contract period plus 
any extension periods, that may be properly 
chargeable to the AEC. If proportionate cost­
sharing is involved, the Support Cost is the 
AEC’s share of such costs, and it does not 
include the cost of items excluded from 
Article A -I I (a ) ,  such as items to be con­
tributed solely by the Contractor or property 
to be furnished by the Government. Charges 
to the AEC will be reported after the con­
clusion of each contract period set forth 
in Appendix A (generally an annual period); 
in addition to the limitations on charges to 
the AEC provided for by this Article III, 
charges to the AEC for a specified contract

(Title)

period may not exceed 110 percent of the 
estimated Support Cost for that contract 
period except as approved by the AEC (see 
Article B -X X V in ). The estimated Support 
Cost for each pertinent period of contrac 
performance will be set forth in Article 
A—III. I f Article A -III  of Appendix A provides 
that the cost of the items listed under Artie 
A -I I (a )  is to be proportionately shared by 
the parties, the charges to the AEC shall b 
determined by applying the AEC’s sharing 
percentage set forth in Article A -IH  to t 
cost for items under Article A -II (a ) incurr 
during the specified contract period; su 
charges to the AEC shall also be subject 
the 110 percent limitation mentioned abo 
as well as to the provisions of this Aritcle a
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I __________________________ _ certify that I
(Attester)

am the-------------------------------------- of the Con-
(Title)

tractor named under this contract; that
____________________ ;____  who signed this

(Signatory)
contract on behalf of said Contractor was
then______- ____________________of said Con-

(Title)
tractor; that this contract was duly signed 
for and on behalf of said Contractor by 
authority of its governing body and is within 
the scope of its legal powers.

In witness whereof, I  have hereunto affixed 
my hand and the seal of said Contractor.

[SEAL] -----------------------------------

Contractor__________________ ___________
Contract No_______ _

A p p e n d i x  A

For the contract period -------------------
through----- .-------------

Article A-I. Research to be performed by 
Contractor. [Insert description of research 
activity and state the approximate percentage 
of time or effort which the principal in­
vestigator (s) expects to devote to the work.] 

Article A-II. Ways and means of perform­
ance.

[The listings under ( a ) , ( b ) , and (c ) be­
low should be in a form to permit determina­
tion of which items of cost are to be charge­
able to AEC or proportionately shared, and 
which items are to be contributed solely by 
the Contractor or solely by the AEC; the 
listing should also permit application of the 
approval requirements of the contract. Ex­
cessive detail in listing should be avoided.]

(а) Items for which support will be pro­
vided as indicated in A -H I, below. [Do not 
include in this paragraph (a ) any items 
which are to be contributed, solely by the 
Contractor; see § 9-4.5107-2 (c ) .]

(1) Salaries and wages. [List categories of 
personnel, according to scientific discipline 
or other designation, and the number of per­
sonnel in each category expected to partici­
pate in the research work. If any stipulated 
salary support amounts for professional staff 
members are established in accordance with 
§ 9-4.5106-3a, the stipulated amounts, along 
with any limitations •or requirements on the 
use of such stipulated amounts (see § 9— 
4.5106-3a(c)) should be provided for in the 
contract.]

(2) Supplies and materials. [List sepa­
rately any significant items of a special 
nature, ]

(3) Equipment to be purchased or fabri­
cated by the Contractor. [List equipment to 
he purchased^ or fabricated by the Contrac­
tor and for which title is to remain in the 
pan tractor and state the total dollar amount 
budgeted for such equipment. Such equip­
ment may be set forth in general classifica- 
flon® 85 specifically as po^ible if it is not 
easible to list them individually. However,

Piece equipment, the esti­
mated cost of which is over $1,000, will be 
eparately identified. Except where the con­

tract may otherwise specifically provide, 
®or tlle PurP°se of this paragraph 

- i i  shall mean an item of personal property 
ting a useful life expectancy in excess of 

$100  ̂ an<* 611 ac<̂ uls^ ion in excess of

(4) Publications.
(5) Travel.
(б) Other.

„.L ^  separately each significant tyi 
brio« in5'}uded in this category. Inc
senni-o+̂ i16 ° f  costs that will n<separately identified.]

Inf irect costs based upon pred 
“lined rate o f ......... percent.

[Show factor or factors of cost to which 
rate applies— generally, direct salaries and 
wages.]

(b ) Items, if any, significant to the per­
formance of this contract, but excluded from 
computation of Support Cost and from con­
sideration in proportioning costs. [See § 9- 
4.5107-2 (c ).]

(1) Items to be contributed by the Con­
tractor. In accordance with Article B -I I (c ) ,  
if a proposed Contractor contribution is in­
cluded in this paragraph (b ) (1 ) ,  the Con­
tractor shall maintain records adequate to 
permit the Commission to determine the 
extent of the contribution. If the time or 
effort of the principal investigator (s) is to 
be contributed by the Contractor and ex­
cluded from A—11(a) and A—H (b ) ,  the con­
tributed time or effort should be listed under 
A -H ic ).

(2 ) Items to be contributed by the 
Government.

(c) Time or effort of principal investiga­
tor (s) contributed by Contractor but ex­
cluded from computation of Support Cost 
and from consideration in proportioning 
costs. [Where covered under A -H (a ) or 
A - I I ( b ) ( l )  above, state: “None.” See 
§ 9-4.5107-2(d ) .]

Article A -H I. The total estimated cost of 
items under A -I I (a )  above for the contract
period stated in this Appendix A  is $ ______ ;
the Commission will pay ____ _ percent of
the actual costs of these items incurred dur­
ing the contract period stated in this Appen­
dix A, subject to the provisions of Article I II  
and Article B -X XVII. The estimated AEC 
Support Cost for the contract period stated 
in this Appendix A is $ ______ _

Contractor:____________________________ _
Contract N o .______ _

Appendix B
For the contract period ______________

through____________ _
ARTICLE B—I---DEFINITIONS

(a ) The term “Commission” means the 
U.S. Atomic Energy Commission or any duly 
authorized representative thereof, includ­
ing the contracting officer except for the pur­
pose 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 suc­
cessors or any duly authorized representa­
tive of any such person.

(c) Except as otherwise provided in this 
contract, the term “subcontracts” includes 
purchase orders under this contract.
ARTICLE B -n --- INSPECTION, REPORTS, RECORDS,

AND ACCOUNTS

(a ) The Commission shall have the right 
to inspect, in such manner and at all rea­
sonable times as it deems appropriate, all 
activities of the Contractor arising in the 
course of its undertakings under this 
contract.

(b> The Contractor shall make progress 
and other reports in such manner and at 
such times as specified in Article B -X X I. The 
Contractor shall also make such other reports 
to the Commission, with respect to its activ­
ities under this contract, as the Commission 
may reasonably require from time to time.

(c ) The Contractor agrees to keep records 
and books of account, in accordance with 
generally accepted accounting principles and 
practices, and consistent with the require­
ments of BoB Circular No. A-21 as consti­
tuted on the effective commencement date of 
the contract period, covering its costs and 
expenditures for items included under Arti­
cle A -I I (a ) of Appendix A and which are in

furtherance of the research work under this 
contract. In  the event a contractor con­
tribution is listed in Article A -I I (b ) ,  the 
Contractor shall maintain records adequate 
to permit the Commission to determine the 
extent of the contribution.' I f professional 
staff members are included under Article A -  
11(b), the Contractor shall maintain records 
on such personnel in accordance with the 
payroll distribution procedure of section 
J.7.b. of BoB Circular No. A-21.

(d ) The Commission shall at all reason­
able times be afforded access to the premises 
and to these books and records and to re­
lated correspondence, receipts, vouchers, 
memoranda, and other data of the Con­
tractor; and the Contractor shall preserve 
such books and papers, without additional 
compensation therefor, for a period of three
(3) years after completion of this contract.

ARTICLE B -H I---PUBLICATION OF RESULTS

(a ) Research results obtained under this
contract shall be made available to all 
through normal and accepted channels with­
out restriction except that no Restricted 
Data as defined in the Atomic Energy Act of 
1954, as amended, or other classified in­
formation shall be disclosed to unauthor­
ized persons. Published results shall indicate 
that the research was supported by the Com­
mission. ______ copies of each article sub­
mitted by the Contractor for publication 
shall be promptly sent to the Commission. 
The Contractor shall also inform the Com­
mission when the article is published and
furnish _______ copies of the article as
finally published.

N o t e : In determining the numbers of 
copies to be required, reference should be 
made to § 9-4.5109-8.

(b ) It is recognized that during the course 
of the work hereunder or subsequent thereto, 
the Contractor, its employees, or its subcon­
tractors, may from time to time desire to 
publish, within the limit of security re­
quirements, information regarding technical 
or scientific developments arising in the 
course of the contract. In order that public 
disclosure of such information will not ad­
versely affect the patent interest of the 
Commission, patent approval for release shall 
be secured from the Commission prior to any 
such publication.

(In  contracts for Theoretical Physics, High 
Energy Physics, Medium Energy and Neutron 
Physics, Mathematics, Computer Techniques 
and Programing, Medical Studies, Biological 
Studies, Ecological Studies, Meteorology, 
Solid-State Physics, Geology, Radiation E f­
fects, Theoretical Chemistry, Analytical 
Chemistry, Crystal Structure, Spectroscopy, 
Thermodynamics, Chemical Kinetics, Haz­
ards Evaluation, Liquid-State Studies, Cryo­
genics, Environmental Stream Pollution, and 
Site Selection, the following provision may 
be substituted for the last sentence of 
Article B—IIL )

"In  order that public disclosure of such 
information will not adversely affect the 
patent interest of the Commission, such in­
formation shall be withheld from public 
disclosure if it discloses an invention, or dis­
covery which shall be promptly reported to 
the Commission, and in such case, it shall be 
withheld for a period of four (4) months 
after submission of the information to the 
Commission for patent review and possible 
patent application, unless the Commission 
approves earlier release.”

ARTICLE B—IV— DISCLOSURE OF INFORMATION

Insert § 9-7.5004r-22.
ATICLE B—V RESPONSIBILITY FOR THE WORK

(a ) The Contractor is solely responsible 
for the conduct of the work.
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(b ) In  Instances where the carrying out 

of the contract work involves a Commission 
license, the provisions of the pertinent li­
cense shall prevail over any inconsistent pro­
visions of this contract.

ARTICLE B—VI---FELLOWSHIPS

The Contractor agrees that, unless the 
Commission shall give its prior written ap­
proval, the Contractor shall not use any of 
the funds provided by the Commission under 
this contract to pay the stipend of any ap­
pointment for which commensurate serv­
ices are not rendered under this contract or 
to pay any part of the stipend of a fellow­
ship of any kind.

ARTICLE B -V n — WRITTEN MATERIAL

(a ) The Contractor hereby grants to the 
Government a royalty-free, nonexclusive, ir­
revocable license to reproduce, translate, pub­
lish, use and dispose of, and to authorize 
others to do so, all copyrightable material 
produced or composed or delivered to the 
Government or its designees under this con­
tract, Including work not first produced or 
composed by the Contractor in the course of 
performance under this contract but incor­
porated in the material produced or composed 
or delivered under this contract (but only to 
the extent that the Contractor now has, or 
prior to final settlement of the contract may 
have, the right to grant such license to such 
previously produced or composed work with­
out becoming liable to pay compensation to 
others solely because of such grant).

(b ) The Contractor agrees that except as 
the Commission may otherwise specifically 
authorize in writing, the Contractor will not 
include in any report or other material de­
livered under this contract, or in any pub­
lished material relating to the work under 
this contract, any copyrighted material owned 
by others which such owners have not con­
sented to have so included.

(c) The Commission will not publish in 
advance of the Contractor’s publication with­
out prior consultation with the Contractor.

ARTICLE B-V IH ---PATENTS

Insert § 9-9.5003 modified by deleting para­
graphs (d ) and (e) and substituting there­
for the following paragraph (d ) :

“ (d ) Except as otherwise authorized in 
writing by the Commission, the Contractor 
will insert in all subcontracts and purchase 
orders other than purchase orders for stand­
ard commercial items, provisions making this 
article applicable to the subcontract or 
purchase order. Except as otherwise author­
ized in writing by the Commission, the Con­
tractor will insert in purchase orders for 
standard commercial items a provision in­
demnifying the Government against liability 
for use of any invention or discovery and for 
the infringement of any Letters Patent aris­
ing by reason of the purchase, use, or 
disposal by or for the account of the Govern­
ment of items manufactured or supplied un­
der the purchase order.”

ARTICLE B—IX--- PROPERTY ITEMS

(a) Except as otherwise provided in this 
paragraph (a ) and paragraph (b ) of this 
Article B -IX , title to all material, supplies, 
and equipment purchased or otherwise ac­
quired by the Contractor in the performance 
of its research activities shall be and remain 
in the Contractor. Said materials, supplies, 
and equipment shall be used for the benefit 
of research under this contract and any ex­
tensions or successor contracts hereto: And 
provided, There is no interference with said 
research, shall be made available for .use by 
investigators working on any Federal re­
search agreement at the same location. Sub­
ject to these priorities, the materials, sup­
plies, and equipment may be used as the 
Contractor wishes. Except as otherwise agreed

in writing, title to any items of property 
listed as “Government property” shall pass 
directly to the Government; such property 
shall be subject to paragraphs ( b ) , (c ) , (d ) ,
(e ) , and ( f ) of this Article B -IX .

(b ) Subject to the mutual agreement of 
the Commission and the Contractor, the 
Government may furnish the Contractor 
items of equipment, materials, supplies, or 
facilities for use by the Contractor in the 
performance of the contract work; title to 
these items shall remain in the Government 
unless otherwise agreed in writing. Such 
items of property and the items of property 
listed elsewhere in this contract as Govern­
ment property, are hereinafter referred to as 
“Government property.” Title to Govern­
ment property shall not be affected by the 
incorporation or attachment * thereof to any 
property not owned by the Government nor 
shall any such property, or any part thereof, 
be or become a fixture or lose its identity as 
personalty by reason of affixation to any 
realty.

(c) To the extent practicable, the Con­
tractor shall cause all items of Government 
property to be suitably marked with an 
identifying mark or symbol indicating that 
the items are the property of the Govern­
ment. The Contractor shall maintain at all 
times and in a manner satisfactory to the 
Commission records showing the use and 
disposition of Government property. Such 
records shall be subject to Commission in­
spection at all reasonable times and the 
Commission shall be all reasonable times 
have access to the premises wherein any 
items of Government property are located. 
Unless otherwise authorized in writing by 
the Commission, the Contractor shall use 
Government property only for the purposes 
of this contract: Provided, however, That the 
Contractor is hereby authorized to use items 
of equipment constituting Government 
property for other Federal research agree­
ments to the extent such use (1) does not 
interfere with its work under this contract, 
(2) is not prohibited by provisions of the 
other Federal agreements, and (3) is 
promptly reported by the Contractor to the 
Commission under this contract.

(d ) The Contractor shall promptly notify 
the Commission of any loss or destruction of 
or damage to Government property. It is 
understood that the Contractor shall not 
be liable for any such loss, destruction, or 
damage, unless same results from wilful mis­
conduct or lack of good faith on the part of 
any corporate officer of the Contractor, or 
of one or more of the Contractor’s rep­
resentatives having supervision or direc­
tion of all or substantially all of the 
activities under this contract. I f  the Con­
tractor is liable for any such loss, de­
struction, or damage, it shall promptly ac­
count therefor to the satisfaction of the 
Commission; if the Contractor is not liable 
therefor, and is indemnified, reimbursed, or 
otherwise compensated for such loss, destruc­
tion, or damage, it shall promptly ac­
count therefor to the satisfaction of the 
Commission.

(e) With the written approval of the Com­
mission, the Contractor may sell, transfer, or 
otherwise dispose of items of Government 
property to such parties and upon such 
terms as so approved, or itself acquire title 
to items of Government property upon such 
terms as may mutally agreed upon in writing 
by the Contractor and the Commission. The 
proceeds of any such disposition, and any 
agreed price of any such Contractor ac­
quisition, shall be paid by the Contractor to 
the Government, or credited on account of 
Commission payments to be made under 
this contract, as the Commission may direct. 
Subject to the other provisions of this con­
tract, the Contractor shall deliver Govern­
ment property to the Commission upon re­

quest (suitably packed and shipped at the 
Government’s expense).

(f )  The Contractor shall utilize for the 
benefit of the work under this contract such 
items of property available to the Contractor 
by reason of its activities under other Fed­
eral research agreements as are appropriate 
for utilization under this contract pursuant 
to the provisions of the pertinent Federal 
agreements.

ARTICLE B—X---TERMINATION FOR CONVENIENCE
OF THE GOVERNMENT

Insert FPR 1-8.704-1.
ARTICLE B—XI--- PAYMENTS

(a ) The Commission shall make payments 
to the Contractor with respect to the amount 
of consideration perscribed in Article Hi of 
this contract as follows:

(1) A maximum of 45 percent of the esti­
mated AEC Support Cost as set forth in 
Article A—III of this contract following ex­
ecution of this contract (and following the 
effectuation of each extended period).

(2) A maximum of an additional 45 per­
cent of the estimated AEC Support Cost as 
set forth in Article A -II I  of this contract 
upon receipt of a request or requests from 
the Contractor evidencing that the amount 
requested is then required in connection 
with the work under the contract.

N o te : Subparagraphs (1 ) and (2) of this 
paragraph (a ) may be revised, as deemed 
appropriate by the field office, in accordance 
with § 9-4.5112-3(a ).

(3) If, following submission of an annual 
progress report, the contract is to be ex­
tended for an additional period of perform­
ance, an additional payment may be made at 
the time of execution of the extension which, 
when added to the payments already made 
under (1) and (2) above for the expiring 
period, will not exceed the currently esti­
mated AEC Support Cost for the expiring 
period; a concluding payment for the per­
tinent period, if appropriate, may be made 
following submission of a certified state­
ment showing the AEC Support Cost and 
evidencing the Contractor’s performance 
under the contract.

(4) I f  the contract is not to be extended, 
the final payment of the consideration pro­
vided for in Article I II  of this contract shall 
be made following submission by the Con­
tractor of a final report required by Article 
B -X X I, in form and content satisfactory to 
the Commission, and submission of a cer­
tified statement showing the AEC Support 
Cost and evidencing the Contractor’s per­
formance under the contract.

(b ) The payments made pursuant to par­
agraph (a ) above shall not_ prejudice or 
otherwise affect adversely any of the Gov­
ernment’s rights under the contract. Poj 
purposes of settlement in the event of 
termination pursuant to Article B -X  hereof, 
these payments shall not be construed ®  
evidentiary, and any excess payment in 
light of Article B -X  shall be promptly re­
turned to the Commission.

(c) The Commission, at its option, may 
invoke the following with respect to »ay 
amount of the contract consideration r - 
malning to be paid at any given time:

(1) The Commission shall issue a letter 
of credit as provided for by Treasury Depar 
ment Circular No. 1075, Revised, of Fee- 
ruary 13, 1967, under which payments to 
Contractor with respect to the amount 
consideration provided for in Article IR 
this contract will be made. The Contrac 
agrees that the first ninety (90) percen 
the estimated AEC Support Cost as 
forth in Article A -in  of the contract win « 
under the letter of credit and will be 
Ject to the submission by the Contract® 
a Payment Voucher on Letter of g 
(TUS 5401), in accordance with proceaui
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based upon Treasury Department Circular 
No. 1075, Revised, of February 13, 1967, which 
are agreed to by the parties. Following sub­
mission by the Contractor of a final report 
provided for in Article B -X X I, in form and 
content satisfactory to the Commission, and 
submission of a certified statement showing 
the total expenditures and evidencing the 
Contractor’s performance under the con­
tract, and upon submission by the Contrac­
tor to the Commission of such invoices or 
vouchers as are satisfactory to the Commis­
sion, the Commission shall pay the Con­
tractor the concluding payment of the con­
sideration provided for in Article I II  of this 
contract, or said concluding payment will 
be included under the letter of credit and 
will be subject to submission by the Con­
tractor of a Payment Voucher on Letter of 
Credit, in accordance with the procedure de­
scribed above. If, following submission of an 
annual report, the contract is extended for 
an additional period of performance, an ad­
ditional payment may similarly be made at 
the time of execution of the extension which, 
when added to the payments already made 
for the expiring period, will not exceed the 
currently estimated AEC Support Cost for 
the expiring period; a concluding payment 
for the pertinent period if appropriate, may 
be made following submission of a certified 
statement showing the AEC Support Cost for 
the pertinent period and evidencing “the 
Contractor’s performance under the contract.

(2) The Commission reserves the right to 
increase, decrease, or cancel the amount cov­
ered by the letter of credit, provided that 
such action is required because of a change 
in the amount of consideration provided for 
in Article III or is taken pursuant to sub- 
paragraph (c) (1) of this article. The issuance 
and use of a letter of credit and receipt of 
funds pursuant thereto shall not prejudice 
or otherwise adversely affect any of the Gov­
ernment’s rights under the contract.

ARTICLE B-X n---EQUAL OPPORTUNITY

Insert FPR 1-12.803-2.
ARTICLE B -X III---CONVICT LABOR

Insert FPR 1-12.203.
article B—XIV— c o n t r a c t  w o r k  h o u r s  s t a n d ­

ards ACT---OVERTIME COMPENSATION

Insert Article set forth in FPR 1-12.303.
ARTICLE B—XV---DISPUTES

Insert FPR 1-7.101—12, modified by substi­
tuting “Commission” for “Secretary.” (See 
§ 9-7.5004-3.)

ARTICLE B—XVI---OFFICIALS NOT TO BENEFIT

Insert FPR 1-7.101-19.
article B-Xvn---COVENANT a g a in s t  c o n t in ­

g e n t  FEES 

Insert FPR I - 1.503.

article b- x v h i— e x a m in a t io n  OF RECORDS 

Insert Fp r  1-7.101-10.

ARTICLE B—XIX---Bu y  AMERICAN ACT

a.nïÎÎSer!',.PPI1 1-7.101-14, modified in accord- 
ance With § 9-7.5004-16.
ARTICLE B-Xx---ASSIGNMENT : SUBCONTRACTING

thM^tller contract nor any interest 
nor claim thereunder shall be as- 

ex<*or>+ ° r transferre<l  by the Contractor, 
the exPressly authorized in writing by 
s u L ^ mmission’ 1116 Contractor shall not 
wort ?tr,?Ct any research or development 

n“er this contract, except as expressly 
U orized in writing by the Commission.

ARTICLE B—XXI---REPORTS AND RENEWAL
PROPOSALS

^  ^Contractor shall furnish six (6) copies 
e following reports and renewal pro-

posals, if any, addressed to appropriate Field 
Office.

PROGRESS REPORT
The progress report shall briefly describe 

the scope of investigations undertaken and 
the significant results obtained. It shall also 
indicate compliance with the contract re­
quirements and any failures to comply. The 
report shall indicate the approximate per­
centage of time or effort which the principal 
investigator (s) has devoted to the project 
since the beginning of the current term of 
the agreement and indicate the amount of 
effort which is expected, to be devoted during 
the remainder of the current term. Techni­
cal reports and articles prepared for pub­
lication shall be listed with bibliographic 
references. Reprints or preprints of all such 
material shall be appended and material 
contained therein need not be duplicated in 
the report. Progress reports shall be sub­
mitted approximately 3 months in advance 
of the expiration of the current contract 
term and shall give the Contractor’s best 
estimate of the probable events and occur­
rences in regard to the remainder of the 
current contract term. Except as the Com­
mission may otherwise request, no further 
progress report will be required for any con­
tract year unless there has been a significant 
change in scientific results or contract com­
pliance between the latest progress report 
by the Contractor and its actual experience; 
this shall be reported promptly.

FINAL REPORT
Upon termination or expiration of the total 

period of performance, the contractor shall 
submit, promptly, a sumpaary of' its activi­
ties for the entire period, including a list 
of publications issued during the total term 
of the contract and copies of any reprints 
not previously submitted, as well as a com­
prehensive evaluation of progress in the area 
of research supported by the contract.

RENEWAL PROPOSALS
A renewal proposal, if any, shall be sub­

mitted along with the technical progress 
report, and each of the two documents shall 
be separately bound.

REPORT OF EQUIPMENT PURCHASED
OR FABRICATED

The Contractor shall itemize equipment 
having a useful life expectancy in excess of 
1 year and an acquisition cost in excess of 
$100 purchased or fabricated by the Contrac­
tor when title to such equipment is vested 
in the Contractor pursuant to the Grant 
Act (Public Law 85-934)— omit any items 
appearing in Article V— and submit a report 
thereof within 3 months after the expiration 
of the contract year specified in Article II. 
Where the cost of individual pieces of equip­
ment exceeds $1,000, they will be listed in­
dividually. Where individual items cost $100 
to $1,000, they will also be individually listed 
to the extent practical or grouped in general 
categories, such as “electronic equipment” or 
“six motors,” with the total dollar amount 
of such category. The cost of purchased 
items shall be determined by the actual in­
voice cost of such items, but the cost of 
fabricated items may be established by en­
gineering estimates. This report may be sub­
mitted in conjunction with the certified 
statement required by Article B-XXVTT of 
this contract.

ARTICLE B—XXII---FOREIGN TRAVEL

Foreign travel shall be subject to the prior 
approval of the Contracting Officer.

ARTICLE B-X XIII---PRIORITIES, ALLOCATIONS,
AND ALLOTMENTS

Insert § 9-7.5006-52.
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ARTICLE B—XXIV---UTILIZATION OF CONCERNS
IN  ¿LABOR SURPLUS AREAS

Insert the clause set forth in FPR 1-1.805- 
3 (a) under the conditions and in the man­
ner prescribed in that section.

ARTICLE B—XXV---UTILIZATION OF SMALL
BUSINESS CONCERNS

Insert the Clause set forth in FPR 1-1.710- 
3(a) under the conditions and in the manner 
prescribed in that section.

ARTICLE B—XXVI---SOVIET-BLOC CONTROLS

Insert the clause set forth in § 9-7.5006-53.
ARTICLE B—XXVII---DETERMINATION OF

SUPPORT COSTS

(a ) The term “Support Cost” as used in 
this contract means the Commission’s share1 
of the sum of costs incurred by the Contrac­
tor for items included under Article A -II (a )  
of Appendix A which are in furtherance of 
the work hereunder, which are incurred in 
accordance with the provisions of this con­
tract, and which are reported to the AEC 
in accordance with (b ) below. The term 
“Cumulative Support Cost” as used in this 
contract means the total of the Support Cost 
incurred during the initial contract period 
plus any extension periods of the contract.

(b ) Within 3 months after the end of each 
contract period set forth in Appendix A, and 
within 3 months after the termination or 
expiration of the total period of perform­
ance, the Contractor shall furnish a certified 
statement, executed by an official of the Con­
tractor and also signed by the principal in­
vestigator, showing the Contractor’s cost, and 
evidencing its performance under the con­
tract, during the contract term just com­
pleted. The statement shall show all costs 
incurred during the pertinent contract term 
set forth in Appendix A for items under Arti­
cle A -I I (a )  of Appendix A, including the 
Contractor’s share, if any, of such costs, and 
show the extent of the Contractor’s contri­
bution of items listed under Article A -I I (b )
(1) of Appendix A. Costs included in the 
certified statement may include the follow­
ing: Expenditures of cash;' the cost of ma­
terial and supplies transferred from stores 
inventory; and the amount due the Con­
tractor for indirect costs in accordance with 
the rate and factor or factors shown in 
Appendix A of the contract for the pertinent 
contract period. The costs for the pertinent 
contract period shall be consistent with the 
principles of the Bureau of the Budget Cir­
cular A—21, as constituted on the effective 
commencement date of said period. The 
certified statement shall be in the form set 
forth in Appendix C.

(c) The Contractor understands that the 
Commission expects to rely on this certified 
statement for determining the Support Cost 
for the pertinent contract period. With re­
spect to any period in which proportionate 
cost-sharing is applicable, the Support Cost 
for the pertinent period will be determined 
by applying the percentage figure included in 
Article A -II I  for the pertinent period, to the 
certified cost of items included under Article 
A -I I (a )  incurred during the pertinent con­
tract period. All charges to the AEC shall be

1 In those cases in which there is no propor­
tionate sharing of costs, the Commission’s 
“share” will be 100 percent. With respect to 
any period in which proportionate cost-shar­
ing is applicable pursuant to Article A -III, 
it is understood that the Support Cost for 
that specified period will equal the stipulated 
percent of the sum of costs incurred by the 
Contractor during the stated period for items 
under A -I I (a ) of Appendix A, not to exceed 
110 percent of the estimated Support Cost 
set forth in Article A-in for that contract 
period except as otherwise approved by the 
AEC.
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subject to the approval requirements of this 
contract.. The Contractor is expected to 
maintain auditable records as contemplated 
by Article B -II (c ) to substantiate the costs 
incurred for items under Article A -I I (a )  and 
to show the extent of the Contractor’s con­
tribution of items listed under Article 
A -I I (b ) ( i ) .

ARTICLE B—XXVIII---ADDITIONAL APPROVALS

(a ) In addition to such approvals as are 
specifically required by other provisions of 
tnia contract, the Contractor shall obtain 
the Commission’s approval for:

(1) Acquisition o f:
(1) An item of equipment, not itemized in 

Appendix A, involving an acquisition cost in 
excess of $1,000 or 2 percent of the total esti­
mated cost specified in A -III  of Appendix A, 
whichever is greater, unless such equipment 
is merely a different model of an item listed 
in Appendix A. (When plant and equipment 
funds are provided for the acquisition of 
Government property, the Headquarters Pro­
gram Divisions may require, in specific oases, 
that such funds be used only -for acquiring 
the equipment designated in Article V, unless 
prior AEC approval has been obtained.)

(ii) Any equipment not itemized in Ap­
pendix A, the acquisition cost of which will 
cause the equipment dollar level shown in 
Article A—11(a) of Appendix A to be in­
creased by $500 or more. (I f  plant and equip­
ment funds are provided for the acquisition 
of equipment, with title to be vested in the 
Government, the total cost of such equip­
ment acquisitions shall not exceed the 
amount budgeted for such equipment unless 
prior AEC approval has been obtained.)

(2) Purchase of any general-purpose 
equipment, such as office furniture or air 
conditioning, not specifically provided for 
in Appendix A, except that purchased with­
out cost to the Commission.

(3) Incurring costs during the pertinent 
contract period set forth in Appendix A, for 
items set forth in Article A - I I (a ) , in excess of 
110 percent of the estimated cost specified in 
Article A -III for the pertinent contract pe­
riod: charges to the Commission for any such 
costs incurred with the approval of the Com­
mission shall also be subject to the limita­
tions of Article III.

(4) A change of the principal investigator, 
or continuation of the research work with­
out direction by an approved principal inves­
tigator. The principal investigator may in­
crease or decrease the amount of effort which 
he devotes to the project without obtaining 
Commission approval; however, the principal 
investigator shall consult with the appro­
priate AEC Headquarters program represent­
atives if he plans to, or becomes aware that 
he will, devote substantially less effort to 
the work than anticipated in Article A -I. 
The purpose of such consultation will be to 
determine what effect, Jf any, the anticipated 
change will have on the research work.

(b ) No change in the phenomenon or 
phenomena under study, i.e., broad category 
of the research under this contract, shall be 
made without the specific written approval 
of the Commission; ordinarily, such changes, 
if approved by the Commission, will be ac­
complished through a new contract or a mu­
tually agreed-to modification. The Contractor 
may change the specific objectives in the 
research work described in this contract, 
provided it gives the Commission prompt 
notification of such changes; and the Con­
tractor may continue to follow the new ob­
jectives while the Commission determines

whether it wishes to continue the program 
under the changed approach.

A p p e n d ix  C
TT.S. ATOMIC ENERGY COMMISSION

Statement of Costs
1. Name and address of Contractor:---------

2. Contract number _____
3. Beginning and ending date of pertinent

contract period:___________ » ------------------- -—

4. Costs incurred during the pertinent 
contract period. [List only those costs which 
are to be reimbursed by the AEC or propor­
tionately shared by the parties in accordance 
with Article A -II(a ) and Article A-III.]

Cost categories 1 Amount
a. Salaries and wages________ ______ $________

[List personnel included in Ar­
ticle A—11(a) of Appendix A in, 
same detail as shown in the Con­
tractor’s payroll distribution or 
time and attendance records.]

b. Supplies and materials_________  ______
[Show in same detail as in Ap­

pendix A.]
c. Equipment _____________________  ______

[List separately the cost of each 
piece of equipment separately 
listed in Appendix A to the con­
tract or for which separate ap­
proval was obtained from AEC.]

d. Publications______________________  ______
e. Travel______________________ _______  ______
f. Other _____________________________  ______

[List separately each type of 
cost included in this category.]

g. Total Direct Expenditures______$_______
h. Indirect Charges________________ ______

[Indicate percent and expendi­
tures to which percent is applied. ]

5. Total Costs for items under Ar­
ticle A -II(a ) for pertinent con­
tract period_________ _______,  ______

6. Support Cost for the pertinent
contract period set forth in 
Appendix A, as defined in 
Article B—XXVII of the con­
tract, chargeable to AEC for the 
pertinent contract period
(percent of Total Costs using 
percent shown in Article A-III 
of Appendix A for pertinent 
period of contract)____________ ______

7. Cumulative Support Cost (Sup­
port Cost under this statement 
plus Support Cost for previous 
periods of the contract)_______  ______

8. Accumulated Support Ceiling in
Article III of the contract___ ______

9. Provide information regarding
contributions by the Contractor 
of items listed in Article A-H
(b) of Appendix A during per­
tinent contract period. State 
the extent of the Contractor’s 
actual contribution; the meas­
ure of such contributions 
should be in the same terms 
as the Contractor’s commit­
ment under Article A—11(b),
e.g., time, dollar, etc__________  ______

I hereby certify that this report is true 
and correct to the best of my knowledge 
and belief and that the oosts listed herein 
were incurred in connection with the per­
formance of the research provided for

1 The listing of categories should be con­
sistent with the itemization in Appendix A.

under this contract and in accordance with 
the terms and conditions set forth therein.

(Name and title of principal investigator) 

(Signature) (Date)

(Name and title of business officer)

(Signature) x (Date)

§ 9—16.5002—9 Outline of cost-type con­
tract for research and development 
with educational institutions.

Contract N o .______
This contract, entered into th e ______ day

o f ______ ^_____ _ 19__, effective as of the____
day o f _______________ 19__, by and between
th e  U n i t e d  S ta te s  o f  A m e r ic a  (h ere in a fte r  
r e fe r r e d  to  a s  t h e  “ G o v e r n m e n t ” ) as  repre­
sented ! b y  th e  U .S .  A t o m ic  E n e rg y  Com m is­
s io n  (h e r e in a f t e r  r e fe r r e d  to  a s  th e  “Com­
m is s io n ” ) ,  a n d  ______________________________________
(h e r e in a f t e r  r e fe r r e d  to  a s  t h e  “ C o n tra c to r” ). 
W it n e s s e t h  t h a t  :

W h e r e a s ,  th e  C o m m is s io n  d e s ire s  to  have 
t h e  C o n t r a c t o r  p e r fo r m  c e r t a in  research  
w o rk , a s  h e r e in a f t e r  p r o v id e d ; a n d

W h e r e a s ,  th e  c o n t ra c t  is  a u th o r iz e d  b y  law, 
in c lu d in g  t h e  A to m ic ,  E n e r g y  A c t  o f  1954. 
[A d d i t i o n a l  W h e r e a s  c la u s e s  m a y  b e  added  as 
a p p r o p r ia t e . ]

N e w  th e re fo re ,  t h e  p a r t ie s  a g re e  a s  fo llows: 

A r t ic l e  I — T h e  R e s e a r c h  t o  be  P erformed

T h e  C o n t r a c t o r  s h a l l  t o  t h e  b e s t  o f  its ab il­
i t y  f u r n i s h  p e r s o n n e l,  fa c i l i t ie s ,  equ ipm ent, 
m a te r ia ls ,  s u p p l ie s  a n d  se rv ic e s  (e x c e p t  such 
a s  a re  fu r n i s h e d  b y  t h e  G o v e r n m e n t )  neces­
s a ry  f o r  t h e  p e r fo rm a n c e  o f  th e  research  
p ro v id e d  f o r  in  A p p e n d ix  “ A ”  a t t a c h e d  hereto 
a n d  m a d e  a  p a r t  h e r e o f  a n d  s h a l l  perform  
th e  re s e a rc h  a n d  r e p o r t  th e r e o n  p u rsu a n t  to 
t h e  p ro v is io n s  o f  t h is  c o n t ra c t .

A r t ic l e  I I — T h e  P e r io d  o f  P e r fo r m ance

T h e  p e r io d  f o r  p e r fo rm a n c e  u n d e r  this
c o n t r a c t  s h a l l  c o m m e n c e  o n  ------------------— >
19__ , a n d  e x p ire  o n __________________ : Provided
how ever, T h a t  t h is  p e r io d  m a y  b e  extended  
f o r  a d d i t io n a l  p e r io d s  b y  w r i t t e n  agreem ent 
o f  t h e  p a r t ie s .

W h e n  a u th o r iz e d  o r  d ir e c te d  b y  th e  appro­
p r ia t e  H e a d q u a r t e r s  P r o g r a m  D iv is io n , one 
o f  t h e  f o l lo w in g  a lt e rn a t iv e  A r t ic le s  I I  may 
b e  s u b s t i t u t e d  f o r  th e  a b o v e  :

A r t ic l e  I I — T h e  P e r io d  o f  P e r fo r m ance  

ALTERNATE A

I t  is  p re s e n t ly  e s t im a te d  t h a t  th e  term  of 
t h e  c o n t ra c t  [a s  m o d if ie d  b y  Modification
N o . ________ ]  W ill  r u n  t h r o u g h  ------------------------
19__ , a n d  th e  C o n t r a c t o r  a g re e s  based  on
t h is  e s t im a te  t o  s u b m i t  i t s  recommendations 
e a c h  y e a r  re s p e c t in g  th e  w o r k  p ro g ra m  for 
t h e  s u b s e q u e n t  y e a r , a s  e ls e w h e re  in  this 
c o n t r a c t  p r o v id e d  fo r .  N e i t h e r  p a r ty  guar­
a n te e s  t h e  c o r re c tn e ss  o f  th is  estim ate , ahd, 
i n  a n y  e v e n t , i t  is  a g re e d  t h a t  th e  period 
o f  p e r fo rm a n c e  w i l l  e x p ir e  a t  th e  end o
__________________19_ _  [n o t e  t h a t  th is  w i l l  be a
y e a r ly  p e r io d ] ,  o r  o n  a n y  a n n iv e r s a ry  of’ 
d a te  d u r in g  t h e  s a id  e s t im a te d  te rm , i f  tn  
p a r t ie s  d o  n o t  m u t u a l ly  a g re e  in  w r it in g  
e x te n d  t h e  p e r io d  o f  p e r fo rm a n c e  fo r  an 

a d d i t io n a l  y e a r ly  p e r io d .

ALTERNATE B

I t  is  p re s e n t ly  e s t im a te d  t h a t  th e  term  of 
t h e  c o n t r a c t  [a s  m o d if ie d  b y  Modificato
N o . _________]  w i l l  r u n  t h r o u g h --------------
19__ , a n d  t h e  C o n t r a c t o r  a g re e s  based
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RULES AND RÉGULATIONS 15215
this estimate to submit Its recommendations 
each year respecting the work program for 
the subsequent year, as elsewhere in this 
contract provided for. Neither party guar­
antees the correctness of this estimate, and, 
in any event, it is agreed that the period 
of performance will expire ait the end of_, ia__[note that this will be
a yearly period], or on any anniversary of 
said date during the said estimated term, 
unless the Commission, at its option, by 
written notice to the Contractor prior to 
the expiration of the pertinent period, ex­
tends the period of performance for an addi­
tional yearly period,.

A r t ic l e  H I— C o n s id e r a t io n

Payment for allowable costs, as hereinafter 
provided, shall constitute complete compen­
sation to the Contractor for the performance 
of the research described in Article I  [Note 
A].

Note A: If and as an  individual transac­
tion requires, either or both of the following  
features will be incorporated in  the contract:

a, Specific mention of the contributions to 
be made by the Contractor, with the con­
tract provisions indicating that the contri­
butions are to be measured against the 
allowable cost system or otherwise pursuant 
to a defined yardstick.

b. Specific exclusion from allowable costs 
of the particular items that the parties agree 
tbiall not be reimbursable to the Contractor.
Article IV — O b l ig a t io n  o f  F u n d s , E s t im a t e s  

o f  C o s t

Insert § 9-7.5006-14, appropriately revised 
to-reflect the no-fee position of educational 
institutions.

A r t ic l e  V — K e y  P e r s o n n e l

The key personnel referred to in Article 
--------- Appendix “B” are as follows:

Article VI—G e n e r a l  C o n t r a c t  P r o v is io n s

Appendix “B,” attached hereto and made 
Apart hereof, sets forth additional General 
Contract Provisions of this contract.

In witness whereof, the parties have exe­
cuted this contract.

U n it e d  S t a t e s  o f  A m e r ic a  
By _______............... ............ ;

(Title)
U n it e d  S t a t e s  A t o m ic  

E n e r g y  C o m m is s io n

(C o n t r a c t o r )
--------------- * By __:—  .......... ....................

J (Title)
----------— -------------------------------- - c e r t i fy  t h a t  I

(A t t e s t e r )
« » t h e ------------_ _ _ _ _ _ _ _ ----------------- _ _ 0f t h e C o n -
, ( T i t l e )
«a c to r  n a m e d  u n d e r  th is  c o n t ra c t ;  t h a t

---------------------------- —  w h o  s ig n e d  t h is
(S ig n a to ry )

h ract o n  b e h a l f  o f  s a id  C o n t r a c t o r  w h o  
th en  _ _ _ _ _ _ _ _ _ _ _ _ ------------ -------------o f  said

th a t  t h is  c o n t r a c t  w a s  d u ly  

bv ail+i 0L f n d  o n  b e h a l f  o f  s a id  C o n t r a c t o r  
W tW n  o f  its  b o d y  a n d  is

Tn scoPe of it s  le g a l  p o w e rs ,  
mv w i * 88 t h e r e o f ,  I  h a v e  h e r e u n t o  a ffixed  

I s e a l ] 1 a n d  th e  se a l ^  s a id  C o n t r a c t o r .

A p p e n d i x  A  
Contractor: _____
Contract N o . *

BcrirvHmf07* ^  i o  Perform ed. In s e r t  d e -  
IT p 01 refie a rc h  a c t iv ity .

In title  to  w hich  is to  be vested
e Contractor. T i t le  t o  t h e  f o l lo w in g

equipment shall vest and remain in the Con­
tractor. Title to additional items of equip­
ment may be vested in the Contractor if ap­
proved in writing by the Contracting Officer. 
[List all equipment to be purchased or fabri­
cated by the Contractor, where it is known 
at the time the contract is executed that title 
to such equipment will vest in and remain 
in the Contractor. Where the estimated cost 
of Individual pieces of equipment exceeds 
$1,000, they will be listed individually. Where 
individual pieces cost between $100 and 
$1,000, they shall also be listed individually to 
the extent practicable, or grouped to general 
categories, such as “electronic equipment’’ 
or “six motors,” with the total dollar amount 
of such category. Insert the word “none” if 
title to all property is to be vested in the 
Government.]

III. Reports. Set forth reporting and re­
port distribution requirements, including 
reports of equipment having a useful life 
expectancy in excess of 1 year and an acqui­
sition cost in excess of $100 purchased or 
fabricated by the Contractor where title is 
to be vested in the Contractor. Where the 
cost of individual pieces of equipment ex­
ceeds $1,000 they will be listed individually. 
Where individual items cost $100 to $1,000, 
they will also be individually listed to the 
extent practicable, or grouped in general 
categories, such as “electronic equipment” or 
“six motors,” with the total dollar amount 
of such category. The cost of purchased items 
shall be determined by the actual invoice 
cost of such items, but the cost of fabricated 
items may be established by engineering 
estimates. Reproduction of final reports shall 
he performed consistent with Government 
Printing and Binding Regulations.

A p p e n d ix  B

Contractor:_____________________ L____ _
Contract N o .______ _

General Contract Provisions 

a r t ic l e  b- i — d e f in it io n s

Insert § 9-7.5005-4.
ARTICLE B—2— a l l o w a b l e  c o s t s

Insert § 9-7.5006-11.
Provisional overhead rate may be estab­

lished by an appropriate paragraph (c) in 
lieu of the paragraph (c ) entitled “Prede­
termined Overhead Rates.” If any stipulated 
salary support amounts for professorial staff 
members are established in accordance with 
§ 9-4.5106-3a, the stipulated amounts, along 
with any limitations or requirements on the 
use of such stipulated amounts (see § 9- 
4.5106-3a(c)) should be provided for in this 
article, or in another article or separate 
document referenced in this article.

a r t ic l e  b—3— s t ip e n d s  a n d  f e l l o w s h ip s

The Contractor agrees that, unless the 
Commission shall give its prior written ap­
proval, the Contractor shall not use any of 
the funds supplied by the Commission under 
this contract to pay the stipend of any ap­
pointment for which commensurate services 
are not rendered under this contract or to 
pay any part of the stipend of a fellowship 
of any kind.
ARTICLE B—4— ACCOUNTS, RECORDS, INSPECTION 

AND REPORTS

(a ) Accounts. The Contractor shall main­
tain accounts, records, documents, and other 
evidence showing and supporting [Note A ] 
all allowable costs incurred, revenues or other 
applicable credits, and the receipt, use, and 
disposition of all Government property com­
ing into the possession of the Contractor 
under this contract. The system of accounts 
employed by the Contractor shall he satisfac­
tory to the Commission and in accordance 
with generally accepted accounting principles 
consistently applied and consistent with the

requirements of BoB Circular No. A-21 as 
constituted. on the effective commencement 
date of the contract period..

N o t e  A : When the Contractor is making a 
contribution as provided for in subparagraph
(a) of Note A to Article m — Consideration—  
substitute “the total project costs of the type 
allowable under Article B—2 above, including 
the Contractor’s contribution,” for the words 
“all allowable costs.”

(b) Inspection and audit of accounts and 
records. All books of. account and records re­
lating 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 Commis­
sion 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 in­
curred are a factor in determining the 
amount payable to the subcontractor or 
vendor of any tier, that such subcontracts 
will permit the conduct of an audit by the 
Government and by the Contractor of the 
cost of the subcontract in a manner satisfac­
tory to the Contracting Officer, or in the case 
of lower tier subcontracts have the audit 
conducted by the next higher tier subcon­
tractor or vendor jn  a manner satisfactory to 
the Contractor and the Contracting Officer, 
except where the Contracting Officer elects 
to waive such audit or to approve other ar­
rangements for the conduct of the audit. Thé 
Government agrees to perform such audits, to 
tbe extent it deems audit necessary, provided 
the Contractor gives the Contracting Officer 
timely notice in writing of the fact that it 
is unable to perform such audit with its own 
forces.

(d) Disposition of records. Except as agreed 
upon by the Government, and the Contractor, 
all financial and cost reports, books of ac­
count and supporting documents, and other 
data evidencing cost allowable and revenues 
and other applicable credits under this con­
tract in the possession of the Contractor re­
lating to this contract shall be preserved by 
the Contractor for a period of three (3) years 
after final payment under this contract or 
otherwise disposed of in such manner as may 
be agreed upon by the Government and the 
Contractor.

(e) Reports. The Contractor shall make 
progress and other reports in such manner 
and at such times as specified in Appendix A. 
In addition, the Contractor shall furnish 
such other progress reports and schedules, 
financial and cost rèports, and other reports 
concerning the work under this contract as 
the Contracting Officer may from time to 
time require.

(f ) Inspections. The Commission shall 
have the right to inspect the work and activ­
ities of the Contractor under this contract, in 
such manner and at all reasonable times as 
it shall deem appropriate.

(g) Subcontracts. The Contractor further 
agrees to require the inclusion of provisions 
similar to those in paragraphs (a) through 
this paragraph (g) of this clause in all sub­
contracts (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 ) Conferences. The Contractor shall con­
fer with the Commission at mutually agree­
able times and places in regard to the 
Contractor’s activities under the contract.

ARTICLE B—5— DISCLOSURE OF INFORMATION

Insert § 9-7.5004-22.
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ARTICLE B—6— PUBLICATION OP RESULTS

(a ) Research results obtained under this 
contract shall be made available to all 
through normal and accepted channels with­
out restriction except that no restricted data 
as defined in the Atomic Energy Act of 1954 
or other classified information shall be dis­
closed to unauthorized persons. Such publi­
cation shall indicate that the research was 
supported by the Commission. A copy of each 
article submitted by the Contractor for pub­
lication shall be promptly sent to the Com­
mission. The Contractor shall also inform the 
Commission when the article is published 
and furnish a copy of the article as finally 
published.

(b ) It is recognized that during the course 
of the work hereunder or subsequent there­
to, the Contractor, its employees, or its sub­
contractors may, from time to time, desire to 
publish, within the limit of security require­
ments, information regarding technical or 
scientific developments arising in the course 
of the contract. In order that public dis­
closure of such information will not adversely 
affect the patent interest of the Commission, 
patent approval for release shall be secured 
from the Commission prior to any such pub­
lication. Note A.

Note A: In  contracts for theoretical 
physics, high energy physics, medium energy 
and neutron physics, mathematics, computer 
techniques and programing, medical studies, 
biological studies, ecological studies, mete­
orology, solid state physics, geology, radia­
tion effects, theoretical chemistry, analytical 
ohemistry, crystal structure, spectroscopy, 
thermodynamics, chemical kinetics, hazards 
evaluation, liquid state studies, cryogenics, 
environmental stream pollution, and site 
selection the following provision may be sub­
stituted for last sentence of Article B-6 
above:

“In order that public disclosure of such 
information will not adversely affect the pat­
ent interest of the Commission, such infor­
mation shall be withheld from public dis­
closure if it discloses an invention, or dis­
covery which shall be promptly reported to 
the Commission, and in such case, it shall be 
withheld for a period of four (4) months 
after submission of the information to the 
Commission for patent review and possible 
patent application, unless the Commission 
approves earlier release.

ARTICLE B—7---PATENTS

Insert § 9-9.5003 modified by deleting par­
agraphs (d ) and (e) and substituting there­
for the following paragraph:

(d ) Except as otherwise authorized in 
writing by the Commission the Contractor 
will insert in all subcontracts and purchase 
orders, other than purchase orders for stand­
ard commercial supplies, provisions making 
this article applicable to the subcontract or 
the purchase order. Except as otherwise au­
thorized in writing by the Commission, the 
Contractor will insert in purchase ̂ orders for 
standard commercial supplies a provision 
indemnifying the Government against lia­
bility for the use of any invention or dis­
covery and for the infringement of any Let­
ters Patent arising by reason of the purchase, 
use or disposal by or for the account of the 
Government of items manufactured or sup­
plied under thé purchase order.

ARTICLE B -8--- WRITTEN MATERIAL

(a ) The Contractor hereby grants to the 
Government a royalty-free, nonexclusive, ir­
revocable license to reproduce, translate, pub­
lish, use and dispose of, and to authorize 
others to do so, all copyrightable material 
produced or composed or delivered to the 
Government or its designees under this con­
tract, including work not first produced or 
composed by the Contractor in the course of 
performance under this oontract but incor­

porated in the material produced or composed 
or delivered under this contract (but only to 
the extent that the Contractor now has, or 
prior to final settlement of the contract may 
have, the right to grant such license to such 
previously produced or composed work with­
out  ̂becoming liable to pay compensation to 
others solely because of such grant).

(b ) The Contractor agrees that, except as 
the Commission may otherwise specifically 
authorize in writing, the Contractor will not 
include in any report or other material de­
livered under this contract, or in any pub­
lished material relating to the work under 
this contract, any copyrighted material 
owned by others which such owners have not 
consented to have so included.

(c) The Commission will not publish 
in advance of the Contractor’s publica­
tion without prior consultation with the 
Contractor.

ARTICLE B—9---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 Commission.

ARTICLE B—10--- TERMINATION FOR THE
CONVENIENCE OF THE GOVERNMENT

Insert PPR 1-8.70441.
ARTICLE B - I l ---FOREIGN TRAVEL

Foreign travel shall be subject to the 
prior approval of the Contracting Officer.

ARTICLE B—12--- CONVICT LABOR

Insert FPR 1-12.203.
ARTICLE B—13---CONVENANT AGAINST

CONTINGENT FEES

Insert § 9-7.5004-2.
ARTICLE B—14---DISPUTES

Insert FPR 1-7.101-12, modified by substi­
tuting “Commission” for “Secretary.” (See 
§ 9-7.5004-3.)

ARTICLE B—IS ---EQUAL OPPORTUNITY

Insert FPR 1-7.101-18.
ARTICLE B—16--- OFFICIALS NOT TO BENEFIT

Insert FPR 1-7.101-19.
ARTICLE B—17--- SAFETY, HEALTH, AND FIRE

PROTECTION

When applicable under criteria set forth in 
note A  of § 9-7.5006-47 insert the clause set 
forth in § 9-7.5006-47 modified by omission 
of the last sentence.

ARTICLE B—18---PERMITS

•Insert § 9-7.5006-48 modified by substitut­
ing “Except as the parties hereto may other­
wise mutually agree” for “Except as other­
wise directed by the Contracting Officer.”

ARTICLE B—19---EXAMINATION OF RECORDS

Insert § 9-7.5004-10.
ARTICLE B—20--- CONTRACT WORK HOURS STAND­

ARDS ACT---OVERTIME COMPENSATION

Insert Article in FPR 1—12.303 with the 
modification necessary if § 9-12.103-51 
applies.

ARTICLE B—21---BUY AMERICAN ACT

Insert FPR 1-7.101-14, modified in accord­
ance with § 9-7.5004-16.

ARTICLE B—22---LITIGATION AND CLAIMS

(a ) Initiation of litigation. I f the Govern­
ment requires the Contractor to initiate liti­
gation, including proceedings before admin­
istrative 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;

Provided, however, That in those instances 
in which such an assignment would be 
legally effective and enable the litigation or 
proceeding to be instituted and carried on 
for the Government’s purposes the Con­
tractor shall have the right to assign the 
cause to the Government for the latter’s 
initiation or prosecution. In the latter case 
the Contractor shall cooperate fully with 
the Government and provide such assistance 
as the Government shall request in the 
prosecution of the litigation.

(b ) Defense and settlement of claims. The 
Contractor shall give the Contracting Officer 
immediate notice in writing (1) of any 
action, including any proceeding before an 
administrative agency, filed against the Con­
tractor, arising out of the performance of 
this contract and which would, if successful, 
constitute a directly allowable cost and (2) 
of any claim against the Contractor the cost 
and expense of which is an allowable cost 
under the article entitled “Allowable Costs.” 
Except as otherwise directed by the Con­
tracting Officer, in writing, the Contractor 
shall furnish immediately to the Contract­
ing Officer copies of all pertinent papers re­
ceived by the Contractor with respect-to 
such action of claims. To the extent not in 
conflict with any applicable policy of insur­
ance, the Contractor may, with the Contract­
ing Officer’s approval, settle any such action 
or claim, shall effect at the Contracting 
Officer’s request an assignment and subroga­
tion 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 claims against the Contractor, 
and, if required by the Contracting Officer, 
shall authorize representatives of the Gov­
ernment to settle or defend any such action 
or claim and to represent the Contractor in, 
or to take charge of, any action: Provided, 
however, To the extent not inconsistent with 
the Government’s interests, the Contráete«' 
may, at his own expense, be associated with 
the representatives of the Government in 
settlement or defense of any such claim or 
action. If the settlement or defense of an 
action or claim against the Contractor is 
undertaken by the Government, the Con­
tractor shall furnish all reasonable assist­
ance in effecting a settlement or asserting a 
defense. Wheye an action against the Con­
tractor is not covered by a policy of insur­
ance, 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. 
The Contractor’s “charitable defense” (*•&■; 
such defense as is available to the Contract«» 
as a matter of law because of the Con­
tractor’s eleemosynary character) shall no 
be asserted if the assertion of such a defens 
contravenes the Contractor’s establish 
policy.

■ ARTICLE B—23---BONDS AND INSURANCE

Insert § 9-7.5006-51 modified by adding toe 
following sentence: “Nothing herein sn 
preclude the Contractor from obtaining 
maintaining insurance at its own cost an 
expense to cover any insurable interest
may have in such. ‘Government-owned

property.’ ”
ARTICLE B—24---DRAWINGS, DESIGNS,

SPECIFICATIONS

Insert § 9-7.5006-13 modified by adding the 
following sentence: “Theses are excep e 
from the purview of this Article.”
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ARTICLE B—25— KEY PERSONNEL

It having been determined that the indi­
viduals, if any, whose names appear else­
where in this contract as “key personnel,” 
or other persons mutually acceptable as 
persons of substantially equal abilities and 
qualifications are necessary for the successful 
performance of this contract, the Contractor 
agrees, insofar as it is able, to make available 
such employees or persons for the perform­
ance of the work under this contract. When­
ever for any reason, one or more of the afore­
mentioned employees is unavailable for per­
formance of the work under the contract, the 
Contractor shall use its best efforts to replace 
such employee with an employee of sub­
stantially equal abilities and qualifications 
who is satisfactory to the Contracting 
Officer.

ARTICLE B—26--- PROPERTY

(a) Furnishing of Government property. 
The Government reserves the right to furnish 
any property, and such services as may be 
mutually, agreed upon, for the performance 
of the work.

(b) Title to property. Title to all property 
furnished by the Government shall remain 
in the Government except as otherwise pro­
vided in this article. Except as otherwise 
provided by the Contracting Officer, title to 
all materials, equipment, supplies, and tan­
gible personal property of every kind and 
description purchased by the Contractor, the 
cost of which is allowable as a direct item 
of cost under this contract, shall pass directly 
from the vendor to the Government. The 
Government reserves the right to inspect and 
in lieu of and prior to the Contractor’s in­
spection and acceptance or rejection to ac­
cept or reject any item of such property. The 
Contractor shall make such disposition of re­
jected items as the Contracting Officer shall 
direct. Title to other property, the cost of 
which is reimbursable to the Contractor 
under this contract, shall pass to and vest in 
the Government upon: (i) Issuance for use 
of such property in the performance of this 
contract, or (il) commencement of process­
ing or use of such property in the perform­
ance bf this contract-, or (iii) reimbursement 
of the cost thereof by the Government, 
whichever first occurs. Property furnished 
by the Government and property purchased 
or furnished by the Contractor, title to which 
vests in the Government under this para­
graph, are hereinafter referred to as Govern­
ment property. Title to Government property 
shall not be affected by the incorporation 
or the property into or the attachment of it 
to any property not owned by the Govern­
ment, nor shall such Government property, 
or any part thereof, be or become a fixture 
or lose its identity as personalty by reason 
of affixation to any realty.

(c) Identification. To the extent directed 
directed by the Contracting Officer, the Con­
tractor shall identify Government property 
coming into the Contractor’s possession or 
custody by making or segregating in such 
a way, satisfactory to the Contracting Officer, 
as shall .indicate its ownership by the
Government.
si ^  Disposition. The Contractor shall make 

^position 0f Government property 
inch has come into the possession or cus- 

ds Contractor under this contract
Contracting Officer shall direct. When 

fiP Il° r ẑed in writing by the Contracting O f-
r during the progress of the work or upon 

+°"1Pletion or termination of this contract, 
ma,y> upon such terms and 

itions as the Contracting Officer may 
arm?76’ Sel* or exctiange such property, or 
bv+Lr® sucl1 property at a price agreed upon 
as +>,e Contracting Officer and the Contractor 

yalue thereof. The amount re- 
^  Contractor as the result of any

P sitioh, or thè amount of the agreed fair

value of any such property acquired by the 
Contractor, shall be applied in reduction of 
costs allowable under this contract, or shall 
be otherwise credited to account of the Gov­
ernment, as the Contracting Officer may di­
rect. Upon completion of the work or the 
termination of this contract the Contractor 
shall render an accounting, as prescribed by 
the Contracting Officer, of all Government 
property which has come into the possession 
or custody of the Contractor under this 
contract.

(e) Protection of Government property—  
classified materials. The Contractor shall take 
all reasonable precautions, as directed by the 
Contracting Officer, or in the absence of such 
directions in accordance with sound prac­
tice, 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 and ac­
counting for any classified or special mate­
rials involved in the performance of this 
contract, in accordance with the-regulations 
and requirements of the Commission.

( f )  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 un­
less such loss, destruction or damage results 
from willful misconduct or lack of good faith 
on the part of the Contractor’s managerial 
personnel, or unless such loss, destruction or 
damage results from a failure on the part of 
the Contractor’s managerial personnel, to 
take all reasonable steps to comply with any 
appropriate written directives of the Con­
tracting Officer to safeguard such property 
under paragraph (e) hereof. The term “Con­
tractor’s managerial personnel” as used 
herein means [insert appropriate definition.]

(g ) Steps to be taken in event of loss. Upon 
the happening of any loss or destruction of or 
damage to Government property in the pos­
session or custody of the Contractor, the 
Contractor shall immediately inform the 
Contracting Officer of the occasion and ex­
tent thereof, shall take all reasonable steps 
to protect the property remaining, and shall 
repair or replace the lost, destroyed, or dam­
aged property if and as directed by the Con­
tracting Officer, but shall take no action prej­
udicial to the right of the Government to 
recover therefor and shall furnish to the 
Government, on request, all reasonable as­
sistance in obtaining recovery.

(h ) Government property for Government 
use only. Government property shall be used 
only for the performance of this contract, 
except as otherwise approved by the Con­
tracting Officer.
ARTICLE B-2 7— SUBCONTRACTS AND PURCHASE 

ORDERS

The Contractor shall not subcontract any 
part of the research and development effort 
without the written approval of the Con­
tracting Officer. Purchase orders shall not be 
entered into by the Contractor for items 
whose purchase is expressly prohibited by 
the written direction of the Contracting 
Officer. The Government reserves the right, at 
any time, to require that the Contractor 
submit any or all other contractual arrange­
ments, including, but not limited to, sub­
contracts, purchase orders or classes of 
purchase orders, for approval, and provide in­
formation concerning methods, practices and 
procedures used or proposed to be used in 
subcontracting and purchasing. The Con­
tractor shall use methods, practices, or proce­
dures in subcontracting and purchasing 
which are acceptable to the Contracting Of­
ficer. Subcontracts and purchase orders shall 
be made in the name of the Contractor, shall 
not bind nor purport to bind the Govern­
ment, shall not relieve the Contractor of 
any obligation under this contract (includ­
ing, among other things, the obligation

properly to supervise and coordinate the 
work of subcontractors) and shall be in such 
form and contain such provisions as are 
required by this contract or as the Contract­
ing Officer may prescribe.
ARTICLE B-2 8---UTILIZATION OF CONCERNS IN

LABOR SURPLUS AREAS

Insert the clause set forth in FPR 1-1.805- 
3(a) under the conditions and in the manner 
prescribed in that section.

ARTICLE B-2 9--- LABOR SURPLUS ARE A
s u b c o n t r a c t in g  p r o g r a m

Insert the clause set forth in FPR 1-1 .SOS- 
Sib) under the conditions and in the man­
ner prescribed in that section.
ARTICLE B—30---UTILIZATION OF SMALL BUSINESS

CONCERNS

• Insert the clause set forth in FPR 1-1.710- 
3(a) under the conditions and in the man­
ner prescribed in that section.

ARTICLE B—31--- SMALL BUSINESS
SUBCONTRACTING PROGRAM

Insert the clause set forth in FPR 1-1.710- 
3 (b ) under the conditions and in the man­
ner prescribed in that section.

ARTICLE B—32--- COMMISSION LICENSE

In instances where the carrying out of the 
contract work involves a Commission license, 
the provisions of the pertinent license shall 
prevail over any inconsistent provisions of 
this contract.

ARTICLE B—33--- PAYMENTS

Insert § 9-7.5006-25, modified by substitu­
tion of (b ) for (c) in last sentence of para­
graph (a ) , omission of paragraph (b ) and 
the words “and any part of the fixed fee 
which has been withheld pursuant to (b ) 
above or otherwise not paid to the Contrac­
tor” in paragraph (d) and relettering o f the 
paragraphs. An additional paragraph should 
be added to provide for appropriate certifica­
tion by the Contractor, on payment invoices 
or vouchers, to meet the requirements of 
section K of BoB Circular No. A—21.
ARTICLE B—34--- PRIORITIES, ALLOCATIONS, AND

ALLOTMENTS

Insert § 9-7.5006-52.
ARTICLE B—35---TAXES

(a) The Contractor agrees to notify the 
Commission of any State or local tax, fee, or 
charge levied or purported to be levied or 
purported to be levied on or collected from  
the Contractor with respect to the contract 
work or any transaction thereunder and con­
stituting 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 Con­
tractor, is inapplicable or invalid; and the 
Contractor further agrees to refrain from  
paying any such tax, fee, or charge unless 
authorized by the Commission. Any State or 
local tax, fee, or charge paid with the ap­
proval 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 co^, shall not be disallowed 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 pro­
test and to take such actions as may be re­
quired or approved by the Commission to seek 
recovery of any payment made, including as­
signment to the Government or its designee 
of all rights to an abatement or refund
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thereof, and granting permission for the 
Government to join with the Contractor in 
any proceeding for the recovery thereof or to 
sue for recovery in the name of the Contrac­
tor. 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 he has refrained from paying in 
accordance with this Article, [the procedures 
and requirements of A rtic le--------- - “Litiga­
tion and Claims,” shall apply] 1 and the costs 
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 Con­
tractor harmless from penalties and interest 
incurred through compliance with this 
article.

ARTICLE B—36--- SOVIET-BLOC CONTROLS

Insert the clause set forth in § 9-7.5006-53.
ARTICLE B—37--- CONSULTANT OR OTHER COM­

PARABLE EMPLOYMENT SERVICES OF CONTRAC­
TOR EMPLOYEES

Insert clause set forth in either paragraph
(a ) or (b ) of § 9-7.5006-45 as appropriate.

If a substantial portion of the land or 
buildings used for the research under the 
contract are owned or controlled by AEC, add 
the following Article:

ARTICLE B—38--- CONTROLS IN  THÉ NATIONAL
INTEREST

Insert the clause set forth in § 9-7.5006-54.
ARTICLE B—39— SOURCE AND SPECIAL NUCLEAR 

MATERIALS

Source and special nuclear material in­
volved in the performance of the work under 
this contract shall be obtained and*handled 
in accordance with the Commission’s require­
ments and procedures..

ARTICLE B—40--- NUCLEAR REACTOR SAFETY

Insert clause set forth in § 9-7.5006-36 
when required by that section.

When the estimated cost of the contract 
is $250,000 or more add the following article:

ARTICLE B—41--- CONDUCT OF EMPLOYEES 2

The Contractor shall be responsible for 
maintaining satisfactory standards of em­
ployee competency, conduct, and integrity 
and shall be responsible for taking such dis­
ciplinary action with respect to his employees 
as may be necessary. The Contractor shall es­
tablish such standards and procedures as are 
necessary to implement effectively the provi­
sions 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 B—42---ADDITIONAL APPROVALS

In  addition to such approvals as are spe­
cifically required by other provisions of this 
contract, the Contractor shall obtain the 
Commission’s approval for:

1 When the contract does not include a Liti­
gation and Claims article, substitute the fol­
lowing for the phrase enclosed by brackets: 
“The Contractor shall comply with the pro­
cedures and requirements of the Commis­
sion.”

2 This article is included only in contracts 
within the scope of Subpart 9—12.54. In  the 
case of contracts not within the scope of Sub­
part 9-12.54 but where AEC has major in­
vestments in facilities, see the clause set forth 
in § 9-7.5006-55.

(Insert appropriate additional approval re­
quirements in accordance with § 9-4.5112-5.)

§ 9—16.5002—10 Outline of a change 
order for fixed-price construction 
contracts.
U.S. A tomic  Energy Co m m ission  

(Insert Office and Location)
Modification N o .--------- -

Change Order to Contract N o .--------- -
D a te :____________ _

Name of Contractor:------------------------------------
A dd ress :_____ ______________________ ___________
Gentlem en  :

(1) Reference is made to C la u se (s )---------
of the General Provisions to your Contract 
N o .______ _ d a ted _______________ for the con­
struction o f  _— :_______ _ located a t ---------

(2) It has been determined that in view 
of (insert here the reasons for modification 
of the contract), it is necessary and in the 
best interest of the Government to modify 
said contract in certain particulars as 
follows :

Note: Insert here details of the changes, 
including as appropriate: reference to per­
tinent portions of existing or added draw­
ings and specifications; change in quantities, 
together with unit prices if applicable; and 
the amount of the increase or decrease in 
contract price, a statement that there is no 
adjustment in price, or a statement that 
agreement as to price will be reached at 
an early date.

(3) It is understood and agreed that on 
account of the foregoing modification of said 
contract additional time will (will not) be 
allowed.

N ote: If additional time is allowed or if 
the contract time is decreased because of 
the change, state definitely thé change in 
time; if agreement as to time has been de­
ferred, include a  statement to that effect.

(4) All other terms and conditions of said 
contract as it heretofore may have been mod­
ified shall be and remain the same.

(5) Therefore if the foregoing modifica­
tion of said contract is satisfactory, please 
indicate your acceptance in the space pro­
vided below and retu rn ______copies to this
office. The extra copy of the modification is 
your record.

T he  United  States of 
A merica

By: U nited  States Atomic  
Energy Co m m issio n

B y ------------------------—
(Contracting Officer) 

(or Authorized Represent­
ative of Contracting 

Officer)
The foregoing modification of said contract 

is hereby accepted.
B y ----------------------------------------

(Name of company) 
T it le --------- -----------------------------

§ 9—16.5002—11 Outline of a supple­
mental agreement for fixed-price 
construction contracts.

(a ) A description of the nature and scope 
of the changes in the work.

(b ) A  description of the manner in which 
the terms or conditions of the contract are 
being modified or the circumstances that 
qualify the action as a change in the general 
scope of the contract.

(c ) The amount the contract price is in­
creased or decreased.

(d ) The adjustment in time for comple­
tion, or a statement that there is no such 
adjustment.

(e) A  statement that, except as modified 
by the supplemental agreement, the pro­

visions of the contract shall remain in full 
force and effect.

§ 9—16.5002—12 Outline o f agreement 
for rental o f contractor-owned con­
struction equipment.

N ote: This form of agreement is for use 
where AEC rents construction equipment 
from a prime cost-type construction con­
tractor, and is designed for use as an ap­
pendix to a prime cost-type construction 
contract.

Attached to and made a part of Contract 
No______ _

Contractor:-------------- ------------------------------ -
The following provisions shall govern the 

use and rental of the contractor’s construc­
tion plant and equipment (hereinafter called 
the “equipment”) under the contract:

1. Equipment rented. The contractor 
agrees to furnish for his own use in the per­
formance of the contract the equipment 
itemized in Schedule 1 (attached to and 
made part of this agreement). Each item 
of the equipment shall be clearly marked 
with the identification number assigned to 
it on Schedule 1. The. contractor and the 
Commission may from time to time amend 
Schedule 1 by deleting items or adding 
items.

2. Payments. As provided in the article oi 
the contract entitled “Allowable Costs and 
Fixed Fee,” the allowable costs of the per­
formance of the contract shall include:

(a ) Rental. Rental of equipment, for rental 
periods determined in accordance with para­
graph 4 and at the rates set forth in Sched­
ule 1 applied in accordance with para­
graph 3.

(b ) Transportation. Transportation of 
equipment in accordance with paragraph 5.

(c) Repair. Maintenance, repair, and re­
placement of equipment to the extent pro­
vided in paragraphs 6 and 7.

Payment shall be made in accordance with 
procedures set forth in the article of the 
contract entitled “Payments.”

3. Application of rates. The rates set forth 
in Schedule 1 shall be applied in accordance 
with the following rules:

(a) Basis of rates. Rates are based upon
one shift of 8 hours per day,. 40 hours per 
week, or 176 hours per month (of 30 con­
secutive days). •

(b ) Apportionment of rates. The inonthly 
rate and its pro rata shall apply to all rental 
periods of. 1 month or more. The weekly 
rate and its pro rata shall apply to all rental 
periods of 1 week or more up to 1 month. The 
daily rate and its pro rata shall apply to an 
rental periods up to 1 week.

(c) Overtime. I f  the equipment is rented
by the day, the rate for overtime is one- 
sixteenth (Vie) of the daily rate for each 
hour of use in any day in excess of 8 hours, 
if it is rented by the week, the rate for over­
time is one-eightieth (V&o) of the weekly rate 
for each hour of use in any week in excess 
of 40 hours; and if it is rented by the month, 
the overtime rate is one-three hundred an 
fifty-second (Vfe) of the monthly rate for 
each hour of use in excess of 176 hours i 
any one 30 consecutive day period. •

(d ) Insurance. Rental rates include t 
cost of insurance or self-insurance ° ° ve^ ” 
loss of or damage to the equipment during 
rental periods, as indicated in Schedule, 
and copy of policy attached. The Contractor 
agrees to maintain this insurance cove50!? 
for loss of or damage to the equipment d 
ing the entire term of this agreement.

N ote: When rental rates do not inciua 
the cost of insurance or self-insurance, su 
stitute the following paragraph;

“Rental rates do not include any 
representing the cost of insurance or s 

'insurance covering loss of or damage to 
equipment during rental periods.”
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4. Rental period. The rental period for 
which rental is payable for an item or equip­
ment shall consist of a base period, beginning 
upon the date stipulated in a written notice 
from the Contracting Officer to the contrac­
tor that the Commission has accepted the 
item of equipment at the jobsite, and ending 
upon the date stipulated in a written notice 
from the Contracting Officer to the contrac­
tor that use of the item of equipment is ter­
minated, subject to the following additions, 
deductions, and conditions:

(a) In-transit time. There shall be added 
to the base period (1) the actual in-transit 
time of inbound transportation from one 
point of shipment to the jobsite, not exceed­
ing the time required for such transportation 
by commercial carrier via the most expedi­
tious routing available, of any item of equip­
ment subsequently accepted by the Commis­
sion, and (2) the actual in-transit time of 
outbound return transportation from the 
jobsite, to the original point of inbound ship­
ment, or other destination at equal or less 
distance from the jobsite, not exceeding the 
time required for such transportation by 
commercial carrier via the most expeditious 
routing available, of any item of equipment 
whose use has been terminated by the 
Commission. ^

(b) Delay due to repairs. (1) The time re­
quired for repair of equipment shall be de­
ducted from the base period if such repair 
is necessitated by willful misconduct or lack 
of good faith on the part of the contractor’s 
managerial personnel,1 or made necessary by 
defects not reasonably ascertainable on initial 
inspection by the Commission.

(2) If an item of equipment has been ac­
cepted by the Commission, the subsequent 
withdrawal by the contractor of such 
item from the work for necessary repairs 
(due to causes other than those mentioned 
in the preceding paragraph) shall not inter­
rupt the running of the base period unless 
the Contracting Officer finds that the con­
tractor has not exercised due diligence in 
effecting the repairs or in returning the item 
to use and in such event the time which the 
Contracting Officer finds to have been exces­
sive shall be deducted from the base period.

(c) Time for repairs on termination. In the 
event the Commission in accordance with 
paragraph 6(c) elects to effect repair or 
replacement of an item of'equipment prior 
to scheduled return shipment, the time re­
quired for such repair or replacement shall 
be added to the base period.

W  Trial period. If initial inspection by 
the Commission discloses that the condition 
of an item of equipment is doubtful, it will 
not be accepted by the Commission without 
a trial period of operation to prove such 
t*m upon terms and conditions agreed upon 
y the contractor and the Commission. If the 

fgulpmefit is found unacceptable in the trial 
Period, no rental, transportation, or other 
expenses will be due the contractor.

(e) Rental limitation. When the aggregate 
rental paid for an item of equipment 

equals 75 percent of its appraised value, as 
uP °n 'by the contractor and the Con­

tracting Officer at or prior to the time of 
in C+Ŝ anCe ^  Commission and set forth 
®  initial inspection report, the rental 
P riod shall cease as to such item for pur­
poses of rental payment. Such item shall 
wiereafter remain available for vise under 
m /^^ract without further rental pay- 
tArrv, 6u1; otherwise in accordance with the 

s and conditions of this agreement, until 
the n°ntractor receives written notice from 

! J^tracting Officer that use of the item 
erminated. The limitation of rental to 75

In 82 1)61111 ‘<managerial personnel” as used 
of tv, a£reeinent is as defined in the article 

6 °°htract entitled “Property.”

percent of the agreed value shall apply to 
the total of all rental due under this para­
graph 4. A failure to agree as to the value 
of an item of equipment shall be deemed 
to be a dispute within the meaning of the 
article of the contract entitled "Disputes.”

5. Transportation. Inbound transportation 
of equipment, f.o.b. cars from the original 
point of shipment to the jobsite, and out­
bound return transportation of shipment 
f.o.b. cars to the original point of shipment 
or to another destination selected by the 
contractor, at equal or less distance from 
the jobsite, shall be at the expense of the 
Government, subject to the following 
conditions:

(a) Limitation on return transportation. 
The Government shall not bear any expense 
for outbound return transportation in excess 
of the amount paid for inbound transporta­
tion to the jobsite, except additional amounts 
representing or equivalent to increases in 
freight rates applicable to the route to the 
original point of shipment.

(b ) Limitation, on long distance transpor­
tation. Transportation over a distance in ex­
cess of 500 miles shall be subject to the ap­
proval of the Contracting Officer.
' (c) Transportation by other than common 

carrier. The expense borne by the Govern­
ment hereunder for transportation by a 
method other than common carrier shall be 
the actual expense of such transportation as 
shown by evidence satisfactory to the Con­
tracting Officer, but shall in no case exceed 
the amount which would be paid for such 
transportation by a suitable and available 
common carrier unless otherwise authorized 
by the Contracting Officer.

(d) Loading and unloading. Only such 
costs of loading and unloading equipment as 
are incurred at the jobsite shall be borne 
by the Government.

(e) Equipment not in required condition. 
The Government shall not bear the expense 
of transportation of any item of equipment 
which arrives at the job in a condition which 
does not fulfill the requirements of para­
graph 6(a) and which is not placed in the 
condition required under paragraph 6(a) by 
the contractor at the contractor’s expense 
within a reasonable time.

6. Condition of equipment—  (a ) Condition 
on delivery. The equipment shall, on delivery 
at the jobsite, be in good operating condition 
to render efficient, economical, and con­
tinuous service, and shall be equipped with 
necessary and required safety devices accord­
ing to ICC regulations and other applicable 
Federal and State laws. Each item of the 
equipment shall have been registered by the 
contractor at the contractor’s own expense 
with all Federal, State, and local authorities 
requiring registration, and registration plates 
or other evidence of registration shall be dis­
played in accordance with the requirements 
of the registering authority; the cost of 
subsequent registration shall also be borne 
by the contractor. If any item of equipment 
on arrival at the jobsite is not in the condi­
tion required by this paragraph, its use on 
the work shall not be permitted unless and 
until it is placed in the condition required 
by this paragraph at the contractor’s expense 
and within a reasonable time. If any such 
item is not placed in the condition required 
by this paragraph within a reasonable time, 
the Contracting Officer may reject the item 
and require its removal from the jobsite, 
and in that event the Government shall not 
be liable for rental, transportation, or any 
other expense in connection with such item.

(b ) Condition on the job. Equipment ac­
cepted by the Commission shall be main­
tained by the contractor in the condition 
required for its operation until use of the 
equipment is terminated by the Contract­
ing Officer. Maintenance and repair required 
to keep accepted equipment in such condi­

tion during such time and replacement (at 
the agreed value set forth in the initial in­
spection report, less depreciation) of ac­
cepted equipment lost or destroyed during 
such time, shall be at the expense of the 
Government unless such maintenance, re­
pair, or replacement is made necessary by 
loss or damage covered by any policy of in­
surance (or self-insurance), or caused by 
wilful misconduct or lack of good faith on 
the part of the contractor’s managerial per­
sonnel, or is made necessary by defects not 
reasonably ascertainable on initial inspec­
tion by the Commission.

(c) Condition on termination. Upon ter­
mination by the Commission of the use of 
any item of equipment, the item shall be 
returned by the Commission to the contrac­
tor at the job site in as good condition as 
when received by the Commission (as shown 
by the initial inspection report) less normal 
wear and tear, except for any loss or damage 
which is due to willful misconduct or lack 
of good faith on the part of the contractor’s 
managerial personnel, or defects not reason­
ably ascertainable on initial inspection by 
the Commission, or which is covered by any 
policy of insurance (or self-insurance). If 
the inspection report to be made immediately 
prior to the scheduled return shipment of 
aù item of equipment discloses the neces­
sity for repairs or replacement the cost of 
which is the responsibility of the Govern­
ment under this paragraph, the Commission 
may at its election either (1) effect such 
repairs or replacements or (2) allow the 
contractor the agreed estimated reasonable 
cost of such repairs (or the agreed value set 
forth in the initial inspection report, less 
depreciation, if replacement is required), and 
a sum in lieu of rental for the time estimated 
by the Contracting Officer to be necessary 
for such repairs.-Failure to agree as to the 
estimated reasonable cost of affecting such 
repairs or replacement under (2) above, shall 
be deemed to be a dispute within the mean­
ing of the article of the contract entitled 
“Disputes.”

(d ) Inspection. For the purpose of estab­
lishing the condition of the equipment, each 
item of equipment shall be inspected, tested 
and inventoried by representatives of the 
Commission, and at the contractor’s option, 
together with representatives of the con­
tractor, pridr to its acceptance by the Com­
mission and also immediately prior to 
scheduled return shipment. The results of 
such inspections and tests, and the inven­
tories compiled, shall be incorporated in re­
ports submitted to the contractor and to the 
Contracting Officer. For any item of equip­
ment which the contractor has failed to 
inspect, test, and inventory, or has failed to 
report as provided herein, the contractor 
agrees that the report submitted hereunder 
by a representative of the Commission shall 
be conclusive evidence of the condition as 
of the date of inspection.

(e) Excessive repairs. The Contracting 
Officer may deduct from payments otherwise 
due the contractor any amounts previously 
allowed the contractor under this agreement 
for repairs made at the Government’s ex­
pense which the Contracting Officer finds 
to have been in excess of the requirements 
of this agreement.

7. Protection of equipment— steps to be 
taken in event of loss, (a ) The contractor 
shall take all reasonable and necessary pre­
cautions to safeguard and protect the equip­
ment. Any loss of or damage to the equip­
ment will be at the contractor's risk to the 
extent that such loss or damage is required 
to be covered by insurance under paragraph 
3(d ) of this agreement.

N ote : When paragraph 3(d ) of the agree­
ment provides that rental rates do not in­
clude any factor representing the cost of
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insurance or self-insurance covering loss of 
or damage to the equipment during rental 
periods, the following paragraph (a ) shall 
be used:

“ (a ) The contractor shall take all reason­
able and necessary precautions to safeguard 
and protect the equipment. Any loss of or 
damage to the equipment will be at the con­
tractor's risk to the extent that such loss 
or damage is covered by any policy of insur­
ance (or self-insurance)

(b ) Upon the happening of any loss or 
damage which is at the risk of the Govern­
ment under this agreement, the contractor 
shall immediately notify the Contracting 
Officer of the occasion and extent thereof, 
shall at the Contracting Officer’s request 
effect an assignment 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 loss 
or damage, shall, if required by the Con­
tracting Officer, authorize representatives of 
the Government to settle or prosecute to 
final judgment any such claims, and shall 
furnish to the Government on request all 
reasonable assistance in obtaining recovery.

8. Liquidation of indebtedness. The con­
tractor warrants full and complete title and 
right to possession of all the equipment, 
subject only to those liens, encumbrances or 
claims to title or possession securing the 
indebtedness detailed on Schedule 1, Part 2. 
The contractor agrees to apply such portion 
of the rental payment hereunder as may be 
necessary for the prompt discharge of such 
indebtedness. If at any time any person 
holding a lien, encumbrance, or claim against 
any item of equipment shall submit to the 
Commission evidence that the contractor is 
not discharging the Indebtedness secured 
thereby in accordance with the terms under 
which the indebtedness is payable or dis­
chargeable, the Commission shall have the 
right upon three (3) days’ written notice to 
the contractor to impound such part of the 
unpaid rental hereunder, as the Commission 
in its sole discretion deems necessary, until 
the rights of the contractor and any such 
person are determined and all just and 
proper claims of such person are satisfied: 
Provided, That nothing contained in this 
paragraph shall be construed to require 
the contractor to pay to sucq person any 
sum not required to be paid by the terms 
under which the indebtedness was incurred 
or to pay any sum prior to the time it be­
comes due.

9. Taxes. Unless otherwise directed by the 
Contracting Officer under the article of the 
contract entitled “State and Local Taxes,” 
the contractor shall at the contractor’s own 
expense pay and discharge any and all taxes 
levied upon any item of the equipment.

Sc h e d u l e  1

PART X--- ITEMS AND RENTAL RATES

Item description (equip­
ment No.; type of 
equipment; serial No.; 
manufacturer; year of 
model; original point of 

Item No. shipment; etc.)

Description of 
any insurance 
coverage for 
loss or damage
to equipment1 Item Rental Rates

1 Attach certified copy of insurance policy. 
(Continue, if necessary, on reverse side or 

on separate sheets.)

RULES AND REGULATIONS
PART 2--- LIENS, ENCUMBRANCES AND CLAIMS

The following is a complete and correct 
statement of the amount or amounts of any 
and all indebtedness secured by liens or other 
encumbrances of any nature, legal or equi­
table, which are held any person, firm or 
corporation against the equipment, items 
Nos. 1 through _______

(Contracte»:) 
B y -----------------------------

(Title)
Name and address of 

Item No. present creditor

Present unpaid Amounts and dates of
balance future payments

(Continue, if necessary, on reverse side or 
on separate sheets.)

§ 9-16.5002-13 Outline o f agreement 
for rental o f third party owned con­
struction equipment.

Note: This form of agreement is for use 
where an AEC prime cost-type construction 
contractor rents construction equipment 
(without operator) from a third party.

This agreement, made and entered into
t h i s ______ day of ---------------------- - 19— , by
and between------------------------------------------------

(hereinafter called the “lessor” )
and -------------------------------------------- ;-------------- -

(hereinafter called the “lessee”)
Witnesseth:
Whereas, the lessee has entered into a

contract, dated --------------------- ------------------- -
______________ (hereinafter called the “con­
struction contract” ), with the United States 
of America (hereinafter called the “Govern­
ment”), represented by the U.S. Atomic 
Energy Commission (hereinafter called the 
“Commission”) , for tlie performance of cer­
tain construction work in connection with
the construction______ _—  a t -------------------- ;
and

Whereas, the lessor is the owner of certain 
construction plant and equipment (herein­
after called the “equipment”), listed on the 
attached Schedule 1 attached to and made 
a part of this agreement; and

Whereas, the lessee desires to rent the 
equipment for use in performing the con­
struction. contract:

Now, therefore, in consideration of the mu­
tual covenants and conditions herein set 
forth, it is agreed as follows:

Article I— Equipment rented. The lessor 
agrees to furnish for use by the lessee in the 
performance of the construction contract 
the equipment itemized in Schedule 1 at 
time specified as follows:

Each item of the equipment shall be 
clearly marked with the identification num­
ber assigned to it on Schedule 1. The lessor 
and the lessee may from time to time amend 
Schedule 1 by deleting or adding items.

Article I I— Payments. Payments shall be 
made by the lessee to the lessor at monthly 
intervals on invoices rendered by the lessor 
for:

(a ) Rental. Rental of equipment, for 
rental periods determined in accordance with 
the article entitled “Rental Period” and at 
the rates set forth in Schedule 1 applied in 
accordance with the article entitled “Appli­
cation of Rates.”

(b ) Transportation. Transportation of 
equipment in accordance with the article 
entitled “Transportation.”

(c ) Repair. Maintenance, repair, and re­
placement of equipment to the extent pro­
vided in the articles entitled “Conditions of 
Equipment” and “Protection of Equipment— 
Steps to be Taken in Event of Loss.”

Article II I—̂ -Application of rates. The rates 
set forth in Schedule 1 shall be applied in 
accordance with the following rules:

(a ) Basis of rates. Rates are based upon 
one shift o f 8 hours per day, 40 hours per 
week, or 176 hours per month (of 30 consecu­
tive days).

(b ) Apportionment of rates. The monthly 
rate and its pro rata shall apply to all rental 
periods of 1 month or more. The weekly 
rate and its pro rata shall apply to all rental 
periods of 1 week or more up to 1 month. 
The daily rate and its pro rata shall apply to 
all rental periods up to 1 week.

(c) Overtime. I f the equipment is rented 
by the day, the rate for overtime is one- 
sixteenth (tie) of the daily rate for each hour 
of use in any day in excess of 8 hours; if it is 
rented by the week, the rate for overtime is 
one-eightieth (%o) of the weekly rate for 
each hour of use in any week in excess of 40 
hours; and if it is rented by the month, the 
overtime rate is one-three hundred and 
fifty-second (%52) of the monthly rate for 
each hour of use in excess of 176 hours in 
any one 30-consecutive-day period.

(d ) Insurance. Rental rates include the 
cost of insurance or self-insurance covering 
loss of or damage to the equipment during 
rental periods as indicated in Schedule 1 and 
copy of policy attached. The lessor agrees 
to maintain this insurance coverage for loss 
of or damage to the equipment during the 
entire term of this agreement.

Note: When rental rates do not include 
the cost of insurance or self-insurance, sub­
stitute the following paragraph:

“Rental rates do not include any factor 
representing the cost of insurance or self- 
insurance covering loss of or damage to the 
equipment during rental periods.”

Article IV — Rental period. The rental pe­
riod for which rental is payable for an item 
of equipment shall consist of a base period, 
beginning upon the date stipulated in a writ­
ten notice from the lessee to the lessor that 
the less.ee has accepted the item of equip­
ment at the jobsite, and ending upon the 
date stipulated in a written notice from the 
lessee to the lessor that use of the item of 
equipment is terminated, subject to the fol­
lowing additions, deductions, and conditions.

(a ) In-transit time. There shall be added 
to the base period (1) the actual in-transit 
time of inbound transportation from the 
point of shipment to the jobsite, not 'ex­
ceeding the time required for such trans­
portation by commercial carrier via the most 
expeditious routing available, of any item of 
equipment subsequently accepted by the 
lessee, and (2) the actual in-transit time of 
outbound return transportation from the 
jobsite to the original point of inbound ship­
ment, or other destination at equal or less 
distance from the jobsite, not exceeding the 
time required for such transportation by 
commercial carrier via the most expeditious 
routing available, of any item of equipment 
whose use has been terminated by the lessee.

(b ) Trial period. I f initial inspection by 
the lessee discloses that the condition of an 
item of equipment is doubtful, it will not 
be accepted by the lessee without a tria 
period of operation to prove such item upon 
terms and conditions agreed upon by the 
lessor and the lessee and approved by the 
Commission. I f  the equipment is found un' 
acceptable in the trial period, no rent .
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transportation, or other expenses will be due 
the lessor.

(c) Delay due to repairs.- (1) The time re­
quired for repair of equipment shall be 
deducted from the base period if such repair 
is necessitated by wilful misconduct or lack 
of good faith on the part of the lessor, if an 
individual, or the partners or corporate offi­
cers of the lessor, or a supervising repesenta- 
tive of the lessor, or made necessary by 
defects not reasonably ascertainable on ini­
tial inspection by the lessee.

(2) If arrangements are made for the les­
sor to repair an item of equipment, the with­
drawal of such item from work for necessary 
repairs (due to causes other than those men­
tioned in the preceding paragraph) subse­
quent to acceptance of the item by the lessee 
shall not interrupt the running of the base 
period unless the lessee or the Commission 
finds that due diligence in effecting the re­
pairs or in returning the item to use has not 
been exercised. In the latter event the time 
found to have been excessive shall be de­
ducted from the base period.

(d) Time for repairs on termination. In  
the event the lessee in accordance with the 
article entitled “Condition of Equipment” 
elects to effect repair or replacement of an 
item of equipment prior to scheduled re­
turn shipment of the item, the time required 
for such repair or replacement shall be added 
to the base period.

Article V— Transportation. Inbound trans­
portation of equipment, f.o.b. cars from the 
original point of shipment to the jobsite, and 
outbound return transportation of equip­
ment f.o.b. cars to the original point of ship­
ment or to another destination selected by 
the lessor at equal or less distance from the 
jobsite, shall be at the expense of the lessee, 
subject to the following conditions:

(a) Limitation on return transportation. 
The lessee shall not bear any expense for 
outbound return transportation in excess 
of the amount paid for inbound transporta­
tion to the jobsite, except additional 
amounts approved by the Commission rep­
resenting or equivalent to increases in 
freight rates applicable to the route to the 
original point of shipment.

(b) Limitation on long distance transpor­
tation. Transportation over a distance in ex­
cess of 500 miles shall be subject to the ap­
proval of the lessee and the Commission.

(c) Transportation by other than com­
mon carrier. The expense borne by the lessee 
hereunder for transportation by a method 
other than common carrier shall be the actual 
expense of such transportation as shown by 
evidence satisfactory to the lessee and the 
commission, but shall in no case exceed the 
Mnount which would be paid for such trans­
portation by a suitable and available com-

on carrier unless otherwise authorized by 
‘he lessee and the Commission.

Loading and unloading. Only such
ts of loading and unloading equipment 

y._ aiTe incurred at the job site shall be borne 
oy the lessee.

(e) Equipment not in required condition. 
t ® cssee shall not bear the expense of

sportatlon of any item of equipment 
wh. ? ®fnves at the job site in a condition 
tha ^Jf068 n°t fulfill the requirements of 
mpn+»rtlCLe entitled "Condition of equip­
ts,.-, and which is not placed in the condi- 
sor J : r , red under that article by the les- 
tiT*„ tne less° r ’s expense within a reasonable

,+'tSUi,red under that article by the les-
time.

VI— Condition of equipment— (a) 
onXi I0”  ° n delivery- The equipment shall, 
ine at Job site, be in good operat-
and mn+i °n render efficient, economical 
With ril nuous service, and shall be equipped 
accordinLeS+SariL and required safety devices 
Plicahi^w*!? ICC regulations and other ap- 
of thp u, d̂eral and State laws. Each item 
by thp ^uiPment shall have been registered 

essor at the lessor’s own expense

with all Federal, State, and local authorities 
requiring registration, and registration plates 
or other evidence of registration shall be dis­
played in accordance with the requirements 
of the registering authority. The cost of sub­
sequent registration shall also be borne by 
the lessor. I f  any item of equipment on ar­
rival at the job site is not in the condition 
required by this paragraph, its use on the 
work shall not be permitted unlgss and until 
it is placed in the condition required by this 
paragraph at the lessor's expense and within 
a reasonable time. If any such item is not 
placed in the condition required by this 
paragraph within a reasonable time the 
lessee may reject the item and require its 
removal from the job site, and in that event 
the lessee  ̂ shall not be liable for rental, 
transportation, or any other expense in con­
nection with such item.

(b ) Condition on the job. Maintenance 
and repair necessary to keep accepted equip­
ment in the condition required for its opera­
tion until use of the equipment is termi­
nated by the lessee, and replacement (at the 
value agreed upon by the lessor and the 
lessee with the approval of the Commission 
at or prior to the time of acceptance by the 
lessee and set forth in the initial inspection 
report, less depreciation) of accepted equip­
ment lost or destroyed during such time, 
shall 'be at the expense of the lessee. Except, 
however, such maintenance, repair, or re­
placement will not be at the expense of the 
lessee if it is made necessary by loss or dam­
age covered by any policy of insurance (or 
self-insurance), or caused by wilful miscon­
duct or lack of good faith on the part of the 
lessor, if an individual, or the partners or 
corporate officers of the lessor, of a supervis­
ing representative of the lessor, or is made 
necessary by defects not reasonably ascer­
tainable on initial inspection by the lessee.

(c ) Condition on termination. Upon ter­
mination by the lessee of the use of any 
item of equipment, the item shall be returned 
by the lessee to the lessor at the jobsite 
in as good condition as when received by the 
lessee (as shown by the initial inspection 
report), less normal wear and tear, except 
for any loss or damage which is due to 
wilful misconduct or lack o f  good faith on 
the part of the lessor, if an individual, or 
the partners or corporate officers of the lessor 
or a supervising representative of the lessor, 
or defects not reasonably ascertainable on 
initial inspection by the lessee, or which is 
covered by any policy of insurance (or self- 
insurance). If the inspection report to be 
made immediately prior to the scheduled 
return shipment of an item of equipment 
discloses the necessity for repairs or replace­
ments the cost of which is the responsibility 
of the lessee under this paragraph, the lessee 
may, at its election, either (1) effect such 
repairs or replacements, or (2) with the ap­
proval of the Commission, allow the lessor 
the agreed estimated reasonable cost of such 
repairs (or the agreed value less depreciation, 
if replacement is required), and a sum in lieu 
of rental for the time estimated by the iessee 
to be necessary for such repairs.

(d ) Inspection. For the purpose of -estab­
lishing the condition of the equipment, each 
item of equipment shall be inspected, tested, 
and inventoried by representatives of the 
lessee and, at the lessor’s option, together 
with representatives of the lessor (and of 
the Commission, if the Commission so elects), 
prior to its acceptance by the lessee and 
immediately prior to scheduled return ship­
ment. The results of such inspections and 
tests, and the inventories compiled, shall be 
incorporated in reports submitted to the 
lessor and to the lessee (and to the Com­
mission if the Commission so requires). For 
any item of equipment which the lessor has 
failed to inspect, test, and inventory, or has 
failed to report as provided herein, the lessor 
agrees that the report submitted hereunder

by a representative of the lessee shall be 
conclusive evidence of the condition as of 
the date of inspection.

(e) Excessive repairs. The Commission may 
require. the lessee to deduct from payments 
otherwise due the lessor any amounts previ­
ously allowed the lessor under this agreement 
for repairs made at the lessee’s expense which 
the Commission finds to have been in excess 
of the requirements of this agreement.

Article V II— Protection of equipment—  
Steps to be taken in event of loss, (a ) The 
lessee shall take.all reasonable and necessary 
precautions to safeguard and protect the 
equipment. Any loss of or damage to the 
equipment will be at the lessor’s risk to the 
extent that such loss or damage is required 
to be covered by insurance under Article 
111(d) of this agreement.

N ote : When Article 111(d) of the agree­
ment provides that rental rates do not in­
clude any factor representing the cost of 
insurance or self-insurance covering loss of 
or damage to the equipment during rental 
periods, the following paragraph (a ) shall 
be used:

“ (a ) The lessee shall take all reasonable 
and necessary precautions to safeguard and 
protect the equipment. Any loss of or damage 
to the equipment will be at the lessor’s risk 
to the extent- that such loss or damage is 
covered by any policy of insurance (or 
self-insurance).”

(b )  Upon the happening of any loss or 
damage which is at the risk of the lessee 
under this agreement, the lessee shall imme­
diately notify the lessor of the occasion and 
extent thereof, and the lessor shall there­
upon, at the lessee’s request effect an assign­
ment and subrogation in favor of the lessee 
or the Government of all the lessor’s rights 
and claims (except those against the lessee 
or the Government) arising out of any such 
loss or damage, shall, if required by the lessee 
or the Government, authorize representatives 
of the lessee or the Government to settle or 
prosecute to final judgment any such claims, 
and shall furnish to the lessee or the Govern­
ment on request all reasonable assistance in 
obtaining recovery.

Article V III— Liquidation of indebtedness. 
The lessor warrants full and complete title 
and right to possession of all the equipment, 
subject only to those liens, encumbrances or 
claims to title or possession securing the in­
debtedness detailed on Schedule 1, Part 2. 
The lessor agrees to apply such portion of 
the rental payable hereunder as may be 
necessary for the prompt discharge of such 
indebtedness. If at any time any person 
holding a lien, encumbrance, or claim against 
any item of the equipment shall submit to 
the lessee evidence that the lessor is not dis­
charging the indebtedness secured thereby 
in accordance with the terms under which 
the indebtedness is payable or dischargeable, 
the lessee shall have the right upon three (3) 
days’ written notice to the lessor to impound 
such part of the unpaid rental hereunder as 
the lessee, with the approval of the Com­
mission, deems necessary until the rights 
of the lessor and any such person are de­
termined and all just and proper claims of 
such person are satisfied: Provided, That 
nothing contained in this paragraph shall 
be construed to require the lessor to pay to 
such person any sum not required to be paid 
by the terms under which the indebtedness 
was incurred or to pay any sum prior to the 
time it becomes due.

Article IX — Taxes. Unless otherwise di­
rected by the Commission, the lessor shall 
at the lessor’s own expense pay and dis­
charge any and all taxes levied upon any 
item of equipment.

Article X —Examination of records. Insert 
article in accordance with § 9-7.5004-10.

Article X I— Covenant against contingent 
fees. Insert article in accordance with 
§ 9-7.5004-2.
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Article X II—Renegotiation. Insert con­

tract article set forth in § 9-7.5004-20 if the 
agreement is subject to the Renegotiation 
Act of 1951, as amended.

Article X I I I—Definition. As used herein 
the term “Commission” means the U.S. 
Atomic Energy Commission or any duly au­
thorized representative thereof, including 
the Contracting Officer under the construc­
tion contract.

In  witness whereof, the lessor and the 
lessee have executed this agreement as of the 
day and year above written.

L e s s o r : 
B y ------------

(Title)

L essee  : 
By _______

(Title)

S c h e d u l e  1

PART 1--- ITEMS AND RENTAL RATES

Item description (equip­
ment No.; type of 
equipment; serial No.; 
manufacturer; year of 

model; original point of 
Item No. shipment; etc.)

Motor N o ._____________________________ ________
Seria l_________ Tear manuf actured_____ ____
Other pertinent Nos. __________ ____ ________ _
S ize ______ T y p e ___________________________ _
No. of cylinders_______Horsepower ____r ____
Type power ______ Lifting capacity __________
Manufacturer _________________________________
A ddress_______________________________________
Shipping w eight______________________________
Cost n e w ____ _____________________ ______ _____
Present valuation est.1 ______________________ _
Estimated cost to place in good operating

condition2 ________•.________________________ _
Crawler tre ad s____________ ___ ______ _________
Boom hoist shaft and bearings_______________
Adjustments rem aining______________________
Main drive chain or g e a r_____________________
Crawler tread pins ____________ ,___________ ___
Main driving p in io n __________________ _____ _
Crawler fram e__________ ____________ __________
Main clutch___________________________________
Drive sprockets ________________________________
General condition of m otor________________ __
Hoist drum ge a r______ ______________________ _
Cab lock h o ld s__'._____________________________
Boom hoist brake fac ing_____________________
Boom hoist brake h o ld s_________________ _____
Boom hoist brake lin in g______________________
Shows sign of oil consumption______ ________
Boom hoist c lutch____________________________
Hoist brake h o lds____ _________________________
Rem arks_______________ ___________ ’____ ______

Condition 'teeth__________________ __________
Pins and bushings___________________________

Back Hoe
Condition bo om ________ ______ Length______
Dipper stick________________ _____________ ____
Crowd gears__________________________________
Sheaves _______________________________ ______
Buckets________£____________________________ _
Bucket la tc h _________________________________
Number of teeth_____________________________
Condition of teeth___________________________
Pins and bushings______________ _____________

Miscellaneous attachments such as—Hy­
draulic Control System, Air System, Light 
Plants, Starting Motor. Give full description, 
numbers, condition tools, etc.

Unit transferred t o ___________ Date
General condition__________________

PART 9-17— EXTRAORDINARY CON­
TRACTUAL ACTIONS TO FACILITATE 
THE NATIONAL DEFENSE

Sec.
9-17.000 Scope of part.

Description of 
any insurance 
coverage f o r  
loss or damage
to equipment1 Item rental rates

(Continue, if necessary, on reverse side or 
on separate sheets.)

» Attach certified copy of insurance policy.
PART 2--- LIENS, ENCUMBRANCES AND CLAIMS

The following is a complete and correct 
statement of the amount or amounts of any 
and all indebtedness secured by liens or 
other encumbrances of any nature, legal or 
equitable, which are held by any person, 
firm or corporation against the equipment, 
items numbered 1 th rough --------- -

L e s s o r :

(Title)

Name and address of 
Item No. present creditor

Present unpaid Amounts and dates of
;balance future payments

1 Attach an explanation of the valuation 
estimate.

2 Attach an explanation of the major and 
minor repairs needed.

At time of inspection, equipment was 
.— —  in good operating condition. In our
opinion, the valuation of $______  placed
upon this equipment i s ______ fair and rea­
sonable. We mutually agree upon a valua­
tion of $______ _

(Signed)

(Signed)
(Inspector)

(Inspector)
(b ) Give complete description of all at­

tachments, spare parts, etc.

C l a m s h e l l  B u c k e t

M ake______ M odel_______
Serial______ S ize_______ T ype_______
Number of teeth ______  Number of

sheaves______
Condition of sheaves_____________________ ___
Condition of sheave shafts upper ___________
Condition of sheaves low er__________________
Condition of sheave shafts lo w er___a_______
Condition of center sh a ft_____ ______________
Condition of center shaft castings__________
Condition of arm p in s _______________________
Condition of teeth____________________________
Condition of bucket general______ ___5» . ____

(Continue, if necessary, on reverse side or 
on separate sheets.)

§ 9—16.5002—14 Outline of inspection 
report o f equipment.

(a ) Inspection report for cranes, draglines, 
etc.
Project ________________________________________
D a t e ______ _______________________ ____________
Location____ :.____---------------------- ,----------------
Code No. _________ __License N o . _____________
Description _____________ — ;--------------------

(Attachments listed on reverse side)
Date and time of arriva l____:______ _____
Via ------------------- ------------------------- — ........
Owner’s name and address _____________

D rag  B u c k e t

Condition of teeth______ !_____________
Condition of chain_____________________
Condition of sheave____ ___ ___________
General condition_____________________
Fair lead _____________________________ _
Fair lead sheaves______________________

l S h o v e l  A t t a c h m e n t s

Condition boom ______________Length
Dipper stick______ ________________ :-------
Crowd gears--------- ------------------------------
Sheaves ________________________________
Buckets______ __________________________
Bucket latch  ______________________ —
Number tee th _________________________

Subpart 9—17.1 — General
9-17.101 Authority.
9-17.105 Reports.

Subpart 9—17.2-—Requests for Contractual 
Adjustment

9-17.207-1 Filing requests.
9-17.208 Processing cases.
9-17.208-4 Records.

Subpart 9—17.3— Residual Powers 
9-17.304 Records.

Subpart 9 -17 .4— Records of Requests and 
Dispositions

9-17.402 Final records.

Subpart 9 -17 .5— Act and Executive Order 
9-17.550 Contract Adjustment Board.

A u t h o r it y  : The provisions of this Part 9- 
17 issued under Sec. 161 of the Atomic Energy 
Act of 1954, as amended, 68 Stat. 948, V* 
U.S.C. 2201; sec. 205 of the Federal Property 
and Administrative Servicès Act of 1949, 88 
amended, 63 Stat. 390, 40 U.S.C. 486.

§ 9—17.000 Scope of part.
This part establishes procedures to ini- 

plement and supplement FPR Part !-**<
Subpart 9-17.1— General 

§ 9—17.101 Authority.
The General Manager and Deputy 

General Manager are authorized to ap­
prove actions in accordance with tn 
authority vested in the Atomic Energy 
Commission by Public Law 85-804 ana 
Executive Order No. 10789, as amende 
This authority is not redelegated. No r e­
quest for relief for any amount shall 
granted or denied and no contract 
amendment or modification of a contrat 
or advance payment shall be made or 
fused pursuant to this part prior 
approval by the General M an age  
Deputy General Manager.
§ 9-17.105 Reports.

Thé Director, Division of Contracts is 
responsible for preparing the annua

FEDERAL REGISTER, VOL. 34, NO. 186— SATURDAY, SEPTEMBER 27, 1969



RULES AND REGULATIONS 15223

port to the Congress required by FPR  
1-17.105.

Subpait 9-17.2— Requests for 
Contractual Adjustment

§ 9-17.207—1 Filing requests.
The request of a contractor shall be 

filed in quintuplicate.
§ 9-17.208 Processing cases.

Managers of Field Offices and Direc­
tors of Headquarters Divisions shall sub­
mit to the Director, Division of Con­
tracts four copies of the following:

Ca) The form of request decribed in 
FPR 1-17.202-2,

(b) The preliminary record required 
by FPR 1-17.207-3, and 

(c> The facts and evidence described 
in FPR 1-17.207-4, unless the Director, 
Division of Contracts shall approve their 
omission, and

(d) A recommended course of action.
§ 9—17.208—4 Records.

The Director, Division of Contracts 
shall maintain the records required by 
FPR 1-17.208-4.
Subpart 9—17.3-—Residual Powers 

§ 9-17.304 Records.
The Director, Division of Contracts 

shall retain a copy of the memorandum 
required by FPR 1-17.303(a ).

Subpart 9—17.4— Records of Requests 
and Dispositions 

§ 9—17.402 Final records.
The Director, Division of Contracts, 

shall prepare the final record described 
in FPR 1-17.402.

Subpart 9—17.5— Act and Executive 
Order

§ 9-17.550 Contract Adjustment Board.
A Contract Adjustment Board, com­

posed of the Director, Division of Con­
tracts or his duly authorized representa­
tive, as chairman, and representatives of 
the General Counsel, of the Controller, 
and of interested Headquarters Divisions 
designated by the Director, • Division of 
Contracts as members shall review cases 
submitted to the Director, Division of 
Contracts pursuant to this part and shall 
Make recommendations to the General 
Manager or Deputy General Manager 
regarding the disposition of such cases.

PART 9-18— PROCUREM ENT OF 
CONSTRUCTION AND CONTRACT­
ING FOR ARCHITECT-ENGINEER 
SERVICES

Sec.
9-18.000 Scope of part.

Subpart 9—18.1—  General Provisions
9-18.102-1
9-18.108
9-18.Hl

General.
Government estimates. 
Concurrent firm fixed-price and

9-18.112
cost-type construction con­
tracts.

Construction contracts with de­
9-18.150 sign architect-engineers. 

Abstracts of construction bids
and proposals. _

Subpart 9—18.2— Formal Advertising
Sec.
Ô—18.203-1 Preparation of invitations for

bids.
0-18.205 Prebid conferences.

Subpart 9—18.3— Negotiations
9-18.303

9-18.305

9-18.306-2

9-18.306-3

9-18.306-50

9-18.307

Price negotiation policies and 
procedures.

Subcontracting policies and 
procedures.

Cost-reimbursement type con­
tracts.

Selection of a cost-reimburse­
ment type contractor.

Preparation for negotiation—  
architect-engineer and cost- 
plus-a-fixed-fee construction 
contracts.

Negotiations.

Subpart 9—18.6— Buy American Act
9-18.600 Scope.
9-18.602-1 General.
9-18.606 Violations of Buy American Act

provisions in construction 
contracts.

9-18.650 Excepted supplies to be used in 
the construction, alteration, 
or repair of any public work.

Subpart 9—18.50— Rental of Construction 
Equipment

9-18.5000 Scope of subpart.
9-18.5001 General policy.
9-18.5002 Rental of contractor-owned

equipment.
9-18.5002-1 Rental agreement.
9—18.5002—2 Rental period.

Authority : The provisions of this Part 9- 
18 issued under sec. 161 of the Atomic Energy 
Act of 1954, as amended, 68 Stat. 948, 42 
U.S.C. 2201; sec. 205 of the Federal Property 
and Administrative Services Act of 1949, as 
amended, 63 Stat. 390, 40 U.S.C. 486.

§ 9—18.000 -Scope of part.
This part implements and supplements 

the contracting procedures peculiar to 
construction contracts set forth in FPR  
Part 1-18 and also sets forth related AEC 
requirements for architect-engineer serv­
ice contracts.

Subpart 9-18.1— General Provisions 
§ 9—18.102—1 General.

See also § 9-1.705-3.
§ 9—18.108 Government estimates.

A Government estimate of costs shall 
also be prepared for construction sub­
contracts under cost-type contracts. The 
services of the architect-engineer, oper­
ating contractor, or construction con­
tractor will be used as appropriate in 
the preparation of Government esti­
mates.
§ 9—18.111 Concurrent firm fixed-price 

and cost-type construction contracts.
See § 9-1.5407(g ).

§ 9—18.112 Construction contracts with 
design architect-engineers.

See § 9-1.5407 (g ).
§ 9—18.150 Abstracts o f construction 

bids and proposals.
Managers of Field Offices shall submit 

a copy of the certified abstract of bids or 
a certified copy of the abstract of pro­
posals to the Director, Division of Con­
struction for each fixed-price contract

and subcontract to be entered into by 
AEC and its cost-type contractors for 
construction projects oh a formal adver- 
tising or an invited proposal basis which 
is estimated to equal or exceed $250,000 
and which will require on-site labor. 
Each abstract shall be submitted 
promptly and shall include the Govern­
ment estimate.
Subpart 9—18.2— Formal Advertising:
§ 9—18.203—1 Preparation o f invitations 

for bids.
(a ) The following procedure shall be 

followed in furnishing copies of con­
structions plans and specifications:

(1) On all invitations, plans and spec­
ifications will be available on request 
to all prospective bidders, including gen­
eral contractors, subcontractors, and ma­
terial and equipment suppliers. Where 
the cost of reproduction is $10 or more, 
the charge shall be a minimum of $10 
and subject to a maximum of $25, de­
pending upon the size of the project and 
the number of drawings and the volume 
of specifications involved. Where the cost 
of reproduction is less than $10,, the Field 
Office Manager has authority to rtiake 
distribution at cost of reproduction, or 
free of charge, as a particular situation 
dictates. .

(2) No refund for the return of plans 
and specifications will be made except 
when the invitation is canceled or ho 
award is made under the invitation. 
Under such circumstances, refund of 
payments will be made upon return of 
the plans and specifications in good con­
dition to the issuing office.

(3) Plans and specifications will be 
issued without charge to such organiza­
tions as The Associated General Con­
tractors of America, American Road 
Builders’ Association, Dodge Reports, 
Blue Reports, Brown’s Letters, Inc., and 
others that maintain public plan dis­
play rooms.
§ 9—18.205 Prebid conferences.

See also § 9-1.354.

Subpart 9—18.3— Negotiations
§ 9—18.303 Price negotiation policies 

and procedures.
See also Subpart 9-1.50 and § 9- 

3.405-5.
§ 9—18.305 Subcontracting policies and 

procedures.
The provisions of FPR 1-18.305(b) and 

Part 9-59 apply to the procurement of 
construction services by AEC cost-type 
contractors.
§ 9—18.306—2 Cost-reimbursement type 

contracts.
(c) Conclusion of negotiations. Archi­

tect-engineer letter contracts should also 
include the basis for determining the fee, 
which establishes the possible range of 
fees for the work.
§ 9—18.306—3 Selection of a cost-reim­

bursement type contractor.
See Part 9-56.
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§ 9—18.306—50 Preparation for negotia­

tion— architect-engineer and cost- 
plus-a-fixed-fee construction con­
tracts.

(a) General. Before attempting to ne­
gotiate a contract, the following infor­
mation should be prepared :

(1) Description of the work. A suffi­
ciently detailed description and cost esti­
mate of the work should be provided to 
permit an evaluation of services to be 
performed by the various participants 
and the degree of complexity of its prin­
cipal components. For lump-sum A-E  
contracts, the information as to the work 
should be in more detail and on a firmer 
basis, particularly as to estimated costs, 
than for a CPFF contract. The estimated 
cost of the component items (including 
the costs of material and equipment fur­
nished by AEC) and their descriptions, 
insofar as available, should be included 
as follows:

(1) Major buildings and other struc­
tures for which complete designs and 
specifications are to be prepared by the 
architect-engineer, including number 
and cost of each type, with as much in­
formation as is available (within secu­
rity requirements) as to the functional 
requirements for such structures.

(ii) Major utilities, including classifi­
cations and costs in as much detail as 
practicable.

(iii) Special equipment to be procured 
by the operating contractor, construction 
contractor, or architect-engineer, or fur­
nished by the AEC.

(iv) Special equipment to be designed 
by the architect-engineer.

(v) Special equipment to be installed 
by the construction contractor.

(2) Estimated cost and time for com­
pletion. A  statement should be provided 
indicating total estimated cost of the 
work exclusive of the construction con­
tractor’s fee, and to the extent available, 
identifying labor, material, and indirect 
costs, and any amount included for con­
tingencies; estimated cost of architect- 
engineer services; and estimated time of 
completion of design or construction 
work, with an explanation of the basis 
for establishing the completion schedules.

(b) Extent of services— (1) Architect- 
engineer contracts. A written statement 
should be prepared which gives the ex­
tent to which the services of the archi­
tect-engineer include any of the services 
set forth below.

(i) Title I— Provide the necessary top­
ographical and other field surveys, test 
borings, and other subsurface investiga­
tions; prepare preliminary studies, 
sketches, layout plans, and outline speci­
fications; and prepare reports including 
estimates of cost of the proposed proj­
ect and of all structures, utilities, and 
appurtenances thereto.

(ii) Title n — Provide complete design 
of the work including preparation of all 
required preliminary and final working 
drawings, specifications, estimates, and 
contract documents; assist in securing, 
analyzing and evaluating bids or pro­
posals for construction; and consult with 
the AEC on all questions arising in con­

nection with the services performed by 
the architect-engineer.

(iii) Title III— Provide complete archi­
tect-engineer supervision and inspection 
of construction under the direction of a 
responsible representative, check shop 
drawings, and furnish record drawings to 
show construction has actually accom­
plished.

(iv) Process design. Process design 
normally requires the preparation of flow 
diagrams showing each operating step to 
perform the process; material and heat 
balances where required; determination 
of the nature, capacity and design char­
acteristics of production equipment; the 
general design of connecting flow lines 
to handle the calculated rates of product 
and byproduct flow; and schematic 
layouts.

(v) Procurement of materials and 
equipment. (Describe fully.)

(vi) Other special services. (Describe 
fully.)

(2) Cost-plus-a-fixed-fee construction 
contracts. See also FPR 1-18.306.2.

(3) Cost-plus-a-fixed-fee engineer-  
constructor contracts. A written state­
ment should be prepared which gives the 
extent to which the services of the con­
tractor cover the services set forth in 
subparagraphs (1) and (2) of this 
paragraph.

(4) Procurement of special equipment. 
Contracts for procurement services only 
are rarely used. Procurement of special 
equipment is generally contracted for in 
conjunction with CPFF contracts for 
construction, operating, or architect-' 
engineer services. In special situations, 
procurement of other equipment and 
construction materials is also contracted 
for in conjunction with CPFF contracts 
for operating or architect-engineer serv­
ices. The description of procurement 
services in subdivision (ii) of this sub- 
paragraph is applicable to all of these 
cases.

(i) Special equipment is equipment 
for which the purchase price is of such a 
magnitude compared to the cost of in­
stallation as to improperly reflect the 
amount of technical direction and man­
agement effort required of the con­
tractor. The determination of the specific 
items of equipment in this category re­
quires application of judgment and care­
ful study of the circumstances involved 
for each project. This category of equip­
ment would generally include items such 
as:

(a) Major items of prefabricated 
process or research equipment.

(b) Major items of preassembled 
equipment such as packaged boilers, 
generators, machine tools, and large 
electrical equipment.
In some cases it would also include spe­
cial apparatus or devices such as reactor 
vessels and reactor charging machines.

(ii) Description of procurement serv­
ices: Procurement as herein considered 
is an activity involving judgment, knowl­
edge, and experience relating to the 
manufacture, use or application of the 
article or process to be purchased. It may 
Include the development or location of 
sources of supply, and generally includes

preparation of bidding documents, solici­
tation of proposals, analysis of proposals 
received (including where necessary 
technical and sometimes complicated 
evaluation of performance characteris­
tics of the equipment of different manu­
facturers) , inspection at manufacturer’s 
plant as distinguished from inspection 
supplied under title III services of an 
architect-engineer contract,'and evalua­
tion of production capacities to meet re­
quired delivery. Procurement includes 
necessary coordination with participat­
ing contractors and the AEC for espe­
cially designed equipment, general and 
specific expediting, and special assistance 
to the manufacturers in helping to lo­
cate scarce materials and machine tools 
and in supporting allocations for critical 
materials where this is a necessary func­
tion. Procurement normally includes in­
spection and receiving upon delivery at 
the site (this may be a joint activity 
where the procuring agent is not the con­
structor) and payment. All onsite physi­
cal activities after delivery, including 
unloading, warehousing, hauling, and in­
stallation, are considered a construction 
activity and not procurement.

(iii) Selection of procuring agent: 
Coordination, timing, and technical 
know-how are important factors to be 
considered in the selection of a procuring 
agent. The advantages and disadvan­
tages of placing full responsibility in one 
contractor for construction and procure­
ment, or split responsibility where the 
procurement is placed under a contract 
with the architect-engineer or operating 
contractor, should be evaluated in the 
light of the above factors.
§ 9—18.307 Negotiations.

See also § 9-3.805-50.
Subpart 9—18.6—-Buy American Act
§ 9-18.600 Scope.

(a) This subpart implements FPR 
Subpart 1-18.6.

(b ) The requirements of FPR Subpart 
1-18.6 and this subpart apply to cost-type 
contractor procurement.
§ 9—18.602—1 General.

(a) Contracting officers may make the 
determinations required by FPR 
18.602-1 (b) and (c).

(b) The General Manager only may 
make the determination required by 
FPR 1-18.602-1 (a) and may authorize 
deviations described in FPR 1-18.603-3.
§ 9-18.606 Violations of Buy American 

Act provisions in construction con­
tracts.

Contracting officers shall make a com* 
plete written report (in triplicate) totps 
General Manager, through the Director, 
Division of Contracts, of each violation 
of the Buy American Act provisions if 
contracts for construction. See FP 
1-18.606 and Subpart 9-1.6.
§ 9-18.650 Excepted supplies to be used 

in thé construction, alteration, or r 
pair of any public work.

The following list shall be noted in the 
specifications:
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Antimony, . g|
Asbestos,,
Bauxite. .......
Chrome ore or chromite.
Cobalt. •- ’
Cork.
Graphite.
Jute and jute burlaps.
Logs, veneer, and lumber from balsa, green- 

heart, lignum vitae, mahogany, and teak. 
Mica.
Nickel.
Rubber, crude and latex.
Shellac.
Tin.

Subpart 9-18.50— Rental of 
Construction Equipment

§ 9-18.5000 Scope o f subpart.
This subpart sets forth general policy 

and instructions which shall be applied 
to rental of construction equipment for 
use by AEC cost-type contractors.
§ 9—18.5001 General policy.

It is the policy of the AEC:
(a) To use presently owned AEC con­

struction equipment to the fullest extent. 
Careful investigation shall be made of 
tiie equipment available not only at the 
Field Office concerned, but at other field 
offices, to determine whether such equip­
ment can be economically utilized on the 
job. The Director, Division of Contracts, 
can assist in the investigation of excess 
equipment available in other offices.

(b) To rent construction equipment, 
where available, rather than purchase it, 
unless, in the case of third-party-owned 
equipment, the Field Office determines 
that accrued rentals on a particular item 
of equipment will approximate the cost 
of ownership of it; except, however, that 
individual items of construction equip­
ment having an original cost of less than 
$1,000 ordinarily should be purchased 
and not rented. Where it is clearly to the 
advantage of the Government, items 
having a cost of less than $1,000 may be 
rented with the approval of the Manager 
of the Field Office. Whenever it Is prac- 
tical, cost and other factors considered, 
contractor-owned equipment shall be 
rented in preference to renting third- 
party-owned equipment.

(c) To pay rental for construction 
equipment at rates not higher than those 
Prevailing in the locality, except under 
unusual circumstances, and at as low a 
rate as is consistent with securing mod­
em equipment in good operating condi­
tion. Costs of repair, job interruption due 
to poor equipment, transportation and 
m-transit rental may well offset any ap­
parent savings in rental rates. Rental 
Paid shall be subject to any Government
l-r® ceiling regulations that may be in 
effect.

8 9—18.5002 Rental of contractor-owned 
equipment.

 ̂9-18.5002—1 Rental agreement.
terms and conditions governing 

# ^he -^ C  of construction equip- 
Hnnt from a prime cost-type constriic- 
! f i ^ ntractor are set forth in § 9- 
rentoi l 2, Outline of agreement for 

of contractor-owned construction 
** pmeht. This form of agreement is

designed for use as an appendix to an 
AEC cost-type construction contract. It 
may be modified for rental of equipment 
under other contractual arrangements, 
such as an operating contractor renting 
from a cost-type construction subcon­
tractor, and it may be modified for use as 
a separate contract or as an attachment 
to a subcontract. Some of the aspects of 
this agreement to which particular atten­
tion should be given are set forth in 
§§ 9-18.5002-2 through 9-18.5002-9.
§ 9—18.5002—2 Rental period.

The base rental period shall extend 
from the time the equipment is accepted 
at the job site until the contractor is noti­
fied in writing by the AEC’s representa­
tive that the equipment is no longer 
required. Subject to applicable limita­
tions covered in the rental agreement 
form, the contractor shall be paid rental 
during the in-transit time and during the 
time required for equipment repair or 
replacement prior to return to the 
contractor.
§ 9—18.5002—3 Rental rates.

(a ) ; Rates for rental of contractor- 
owned equipment shall be fair and equi­
table. The rental rates contemplate that 
the AEC will pay incoming and outgoing 
transportation costs and rental during 
in-transit time for both inbound and out­
bound transportation of equipment; 
however, terms more favorable to the 
AEC may be negotiated where appropri­
ate. The rental rates to be paid for the 
use of contractor-owned equipment un­
der normal conditions should not exceed 
65 percent of the rates quoted in the 
latest edition of the Associated Equip­
ment Distributors’ “Compilation of Av­
eraged Rental Rates for Construction 
Equipment.” However, Managers of Field 
Offices may approve rates in excess of 65 
percent of the current A.E.D. schedule 
when local conditions require higher 
rates. When it becomes necessary as a 
general practice to exceed 65 percent of 
the current A.E.D. schedule, the Man­
ager of the Field Office shall advise the 
Director, Division of Contracts, explain­
ing the circumstances.

(b) For items of equipment that are 
not covered by the A.E.D. schedule, use 
the latest edition of “Contractors’ Equip­
ment Ownership Expense” document 
published by TTie Associated General 
Contractors of America, Inc., and infor­
mation on prevailing local rates for de­
veloping rates that would be consistent 
with the 35 percent reduction in the 
A.E.D. rates (i.e., taking into considera­
tion the expeneses paid by the Govern­
ment under the rental agreement)...
§ 9—18.5002—4 Application o f rates.

The rental rates shall be applied in 
accordance with the following rtiles:

(a ) Basis of rates. The rates shall be 
based upon one shift of 8 hours per day, 
40 hours per week, or 176 hours per 
month of a 30-consecutive-day period.

(b) Apportionment of rates. The 
monthly rate and its pro rata shall apply 
to all rental periods of 1 month or more. 
The weekly raté and its pro rata shall

apply to all rental periods of 1 week or 
more up to 1 month. The daily rate 
and its pro rata shall apply to all rental 
periods up to 1 week.

(c) Overtime. Inasmuch as there are 
certain elements of cost to an equipment 
owner which do not change even though 
the equipment is used on more than one 
shift per day, it is believed equitable to 
pay a lower rental rate dining a second 
and third shift than would be paid dur­
ing a single shift. Therefore, the rental 
agreement form provides for payment 
for overtime at a rate equal to one-half 
the rate for the first shift.
§ 9—18.5002—5 Insurance.

(a ) Generally, rental rates should in­
clude the cost of insurance or self-insur­
ance covering loss of or damage to the 
equipment during rental periods. The 
rental agreement for contractor-owned 
equipment is so worded.

(b) However, if the contracting offi­
cer determines that it is not practical 
to include the cost of such insurance in 
the rental rates, paragraphs 3(d) and 
7(a) shall be amended as indicated in 
the applicable notes following these 
paragraphs in § 9-16.5002-12.
§ 9—18.5002—6 Rental limitation.

The rental agreement form provides 
that when the total amount. of rental 
paid to the contractor for any one unit 
of equipment equals 75 percent of the 
mutually agreed value of that unit as set 
forth in the initial inspection report* the 
equipment is to remain available for the 
work under the construction contract as 
long as it will be required without any 
further rental payments to the contrac­
tor. The rental ceiling of 75 percent of 
the agreed-upon value of the equipment 
applies to all rental paid including rental 
paid during intransit time to and from 
the site of the work and down time for 
any operating repairs or restoration of 
the4 equipment after it is no longer 
needed at the site. The purpose of this 
provision is to prevent the Government 
from paying rental in excess of the con­
tractor’s investment, and it is included 
in lieu of an “option to purchase” clause. 
Once a particular piece of equipment has 
been released, the contractor will not be 
required to return it to the job under 
the original rental period.
§ 9—18.5002—7 Record o f negotiation.

The record of negotiation shall set 
forth the information used to determine 
the reasonableness of the rental rates, 
including a breakdown of the contrac­
tor’s equipment ownership expense sim­
ilar to that itemized in The Associated 
General Contractors of America’s docu­
ment, “Contractors’ Equipment Owner­
ship Expense.”
§ 9—18.5002—8 Responsibility for repair 

and replacement.
The rental agreement describes the re­

sponsibilities of the parties with respect 
to maintenance and repair necessary to 
the -operation of the rented equipment, 
or replacement of such equipment. The 
AEC’s responsibility includes repairs
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resulting from normal wear and tear, 
provided they were necessary in order to 
continue the equipment in service. How­
ever, when the equipment is no longer 
required on the job, the extent of the 
AEC’s obligation is only to return the 
equipment to the contractor in as good 
operating condition as when received less 
normal wear and tear.
§ 9—18.5002—9 Equipment condition and 

inspection.
(a) Inspection. Construction equip­

ment shall be given a rigid and detailed 
inspection by representatives of the AEC 
and, at the contractor’s option, by repre­
sentatives of the contractor, before its 
shipment and acceptance or use on the 
job. Equipment shall be inspected under 
actual workloads insofar as practicable. 
In cases where it is not practical to in­
spect equipment prior to its shipment to 
the jobsite, the contractor should be in­
formed of the extent of inspection and 
the expected condition .of his equip­
ment. In the event the equipment does 
not meet required standards, the trans­
portation, rental, or any other expenses 
shall not be paid by the AEC unless at 
contractor’s expense the equipment is 
repaired to acceptable standards in a 
reasonable length of time. A similar in­
spection shall be made immediately prior 
to scheduled return shipment of an item 
of equipment.

Cb) Inspection report. The detailed in­
spection report shall follow in general 
§ 9-16.5002-14— Outline of inspection 
report of equipment, and shall be signed 
by each representative inspecting. The 
initial-inspection report shall be used 
at the time of release as a basis for deter­
mining the repairs necessary to place the 
equipment in as good operating con­
dition as when accepted, less normal 
wear and tear. After necessary repairs 
are completed, a final-inspection report 
shall be completed by representatives 
of the AEC and, at his option, ¿he 
contractor.

(c) Trial period and defects. I f  initial 
detailed inspection discloses that the 
condition of the equipment is doubtful, 
arrangements should be made with the 
contractor for a trial period of operation 
to prove the equipment, with provision 
that if equipment is found unacceptable 
in the trial period, no rental, trans­
portation, or other expenses will be due 
the contractor. Repairs to equipment 
which fails in service due to defects not 
reasonably ascertainable on initial in­
spection shall be at the contractor’s 
expense.
§ 9—18.5003 Rental of third-party-owned 

equipment.
§ 9—18.5003—1 Rental agreement.

The terms and conditions governing 
rental of construction equipment with­
out operators from a third party are in 
accordance with §§9-18.5002-2, 9-18.- 
5002-4, 9-18.5002-8, and 9-18.5002-9, 
and they are set forth in § 9-16.5002- 
13— Outline of agreement for rental of 
third-party-owned construction equip­
ment. Managers of Field Offices shall as­
sure that these terms and conditions are

used by AEC cost-type construction con­
tractors and that similar terms and con­
ditions are used by other AEC cost-type 
contractors or subcontractors in renting 
construction equipment from a third 
party. These terms and conditions may be 
suitably modified to provide for rental of 
equipment with operators. Some of the 
aspects of this agreement to which par­
ticular attention should be given are set 
forth below in this section.
§ 9—18.5003—2 Rental rates.

Third-party equipment shall be rented 
on the basis of competitive bids, rental 
rates, transportation costs, and other 
factors being considered. The rental 
specifications shall be based on the cir­
cumstances of a particular case, 
including the length of rental period, the 
availability of equipment in certain 
localities, and the work requirements.
§ 9—18.5003—3 Insurance.

The provisions of § 9-18J>002-5(a) also 
apply to the rental of construction equip­
ment from a third party. However, if the 
contracting officer determines that the 
rental rates are not to include the cost 
of insurance or self-insurance covering 
loss of or damage to the equipment, 
Articles IH (d ) and V H (a ) of the rental 
agreement shall be amended as indicated 
in the applicable notes following these 
articles in § 9-16.5002-13— Outline of 
agreement for rental of third-party- 
owned construction equipment.
§ 9 —18.5803—4 Option to pu rcha se  

equipment.
When accrued rentals on a particular 

item of equipment will likely approximate 
the appraised value of equipment and a 
decision has been made not to purchase 
in accordance with § 9-18.5001 (b ), con­
sideration shall be given to including in 
the rental agreement an option to pur­
chase the equipment.

PART 9-20— RETENTION REQUIRE­
MENTS FOR CONTRACTOR AND 
SUBCONTRACTOR RECORDS
Subport 9—20.1— Purpose and Applicability 

Sec.
9-20.102-2 Exemption of Atomic Energy 

Commission contracts. 
A u t h o r it y : The provisions of this Part 

9-20 issued under sec. 161 of the Atomic 
Energy Act of 1954, as amended, 68 Stat. 948, 
42 TJ.S.C. 2201; sec. 205 of the Federal Prop­
erty and Administrative Services Act of 1949, 
as amended, 63 Stat. 390, 40 U.S.C. 486.

Subparf 9—20.1— Purpose and 
Applicability

§ 9—20.102—2 Exemption o f Atomic En­
ergy Commission contracts.

The requirements of FPR Part 1-20 
do not apply to AEC cost-type contracts 
and cost-type subcontracts. (See also 
note B  of § 9-7.5004-10 and par. (d) of 
§ 9-7.5006-1.1

PART 9-30— CONTRACT FINANCING
Sec.
9-30.000 Scope of part.

Subpart 9—3Q.1— Forms of Financing
9-30.102 Guaranteed loans— description. 
9-30,109 Partial payments— description.

Subpart 9—30.2— Basic Policies 
9-30.209 Order of preference.

Subpart 9—30.4— Advance Payments
9-30.400 Scope of subpart.
9-30.403 Interest.
9-30.404 Standards— amounts— need. 
9-30.406 Responsibility— delegation of au­

thority.
9-30.414 Agreement for special bank ac­

count and contract provisions.

Subpart 9—30.5— Progress Payments Based on 
Costs

9-30.517 Contract financing office clearance. 
9-30.528 Consideration for amendments 

providing for progress payments.

Subpart 9—30.7— Assignment of Claims 
9-30.701 General.
9-30.703 Contract clause— Assignment of 

Claims.
9-30.708 Examination of assignment.

Au t h o r it y : The provisions of this Part 
9-80 issued under sec. 161 of the Atomic 
Energy Act of 1954, as amended, 68 Stat. 948, 
42 U3.C. 2201; sec. 205 of the Federal Prop­
erty and Administrative Services Act of 1949, 
as amended, 63 Stat. 390, 40 U.S.C. 486.

§ 9—30.000 Scope of part.
This part implements and supplements 

FPR Part 1-30 for use in the placement 
and administration of contracts for the 
procurement of materials and services 
by or for the account of AEC.

Subpart 9—30.1— Forms of 
Financing

§ 9—30.102 Guaranteed loans— descrip­
tion.

The following implements the FPR 
stating AEC Procedure, Criteria and 
Policies:

(a ) Procedure. The procedure for ob­
taining a guaranteed loan is essentially 
the same as the procedure for obtaining 
a conventional loan. The contractor or 
prospective contractor, who requires ad­
ditional funds to perform the contract, 
applies to his bank for a loan or credit 
of the. required amount. The amount 
may be such that the bank can grant the 
loan for its own account. However, if for 
any reason the bank deems it necessary 
to require a guarantee, the bank may 
apply to AEC through the appropriate 
Federal Reserve Bank for the required 
guarantee. AEC certification of guaran­
teed loan applications shall be made only
Tver f.Vio fi-AriA-ral TtlftiTftffAf Of* his
for that purpose. .

(b) Criteria. The following criteria 
apply to the approval of guaranteed 
loans by AEC:

Cl) The materials or services to be 
furnished by the contractor are neces­
sary to the national defense.

(2) Such materials or services cannot 
practicably be obtained from alternate 
sources without delaying or impeding 
the national defense (see below) ,ex1<?e** 
that no small business concern shah oe 
held ineligible for the issuance of sue 
guarantee by reason of alternati 
sources of supply.
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(3) The contractor has demonstrated 
his inability to obtain the necessary 
financing in conventional credit chan­
nels without the guarantee.

(4) There is reasonable assurance that 
the loan can be repaid.

(5) The contractor is competent to 
perform the contract.
Eligibility under subparagraphs (1), 
(2), and (5) of this paragraph is deter­
mined on the basis of findings by the ap­
propriate Field Office. Eligibility under 
subdivisions (3) and (4) of this para­
graph is determined by the Office of the 
Controller, based on information con­
tained in the application, the Federal 
Reserve Bank’s report, and information 
furnished by the Field Office concerned.

(c) Policies. The following policies 
governing the exercise by AEC of its loan 
guarantee authority have been estab­
lished by the Commission:

(1) The use of the loan guarantee au­
thority is not restricted to contracts or 
subcontracts of any particular types or 
classes. Each case is to be evaluated on 
its own merits and under the particular 
circumstances applicable thereto.

(2) The fact that a contract has been 
awarded as a result of competitive bid­
ding should not of itself render the loan 
ineligible for guarantee by AEC if the 
contractor is financially responsible and 
his need for working capital is the result 
of the impact of the defense program.

(3) The guarantee authority should, in 
general, not be used in connection with 
loans to contractors required to furnish 
performance bonds, except in those 
cases in which the time likely to be re­
quired for the surety or the AEC to take 
over in the event of default will result 
in delays which cannot be tolerated by 
the particular program concerned. When 
performance bonds have been furnished, 
the surety shall be required to subordi-, 
nate its rights in favor of the guaranteed 
loan. '

(4) The criterion that the materials or 
services to be provided cannot readily be 
procured from alternative sources does 
not require the finding that the mate­
rials or services are absolutely unobtain­
able elsewhere. The criterion should be 
so applied as to permit guarantees of 
loans when, although the materials or 
services can be obtained elsewhere, such 
factors as the urgency of supply sched­
ules, technical capacity of the contractor, 
comparative prices, and time and ’ ex­
pense involved in reletting the contract, 
including tennination payments, estab- 
ish that it is to the Government’s ad­
vantage not to resort to alternative 
sô ces merely because the contractor or 
loan°ntraCt° r may require a guaranteed

^  ^  ^  *s known at the time the 
ontract is to be awarded that the low 
neror who is technically qualified and 
I?r>ê ent to furnish the required mate- 
ais and services will require a guar- 

<ihr.e?5 l°an, the contracting officer 
. .n obtain appropriate staff advice 

m reaching a decision should con­
sider at least the following:
aJ iL ? 11® ^vings to be realized by 

ding the contract to the low offeror;

(ii) The risk to the Government in 
guaranteeing a loan;

(iii) The likelihood, if award is made 
to the second low offeror, of his applying 
for a guaranteed loan at a later date.

Extreme care should be exercised in 
rejecting a low bid or proposal simply 
because the low offeror requires a guar­
anteed loan.

(6) The amount of the loan should 
bear a reasonable relationship to the 
value and terms of the contract, the 
probable investment required to be made 
by the contractor in payrolls and inven­
tories, etc., the frequency with which 
contract payments are to be made, and 
the borrower’s current working capital 
position.

(7) Borrowings for working capital 
purposes under guaranteed loans shall be 
limited to the amount necessary to per­
form the defense contracts for which the 
loan is sought. In order that the contrac­
tor will also use his own funds in the 
performance of the contracts, amounts 
outstanding under the loan or line of 
credit shall be limited to an amount not 
to exceed 90 percent of the borrower’s 
investment in his defense contracts re­
gardless of the total amount of the loan 
or line of credit authorized. The bor­
rower’s investment includes all items for 
which the borrower would be entitled to 
payment on performance or termination 
of defense contracts, but does not in­
clude any items for which no work has 
been done nor expenditures made.

(8) Unless there are exceptional cir­
cumstances, the loan should mature not 
later than 30 days after the estimated 
date of final payment under the contract.
§ 9—30.109 Partial payments— descrip­

tion.

Partial payments, as a financing de­
vice, may be used in conjunction with 
other methods of financing, such as 
guaranteed loans.

Subpart 9-30.2— Basic Policies 
§ 9—30.209 Order o f preference.

(a) With respect to cost-type procure­
ment generally, contracting officers shall 
require contractors to employ private 
financing with or without assignment 
of contract payments (FPR Subpart 
1-30.7). Periodic interim reimbursement 
on account of incurred cost and payment 
of fixed fee (if any) will normally be 
made, reducing the amount of nec­
essary financing for working capital 
(§ 9-7.5006—25). In some instances, 
where no other means of adequate 
financing is available on reasonable 
terms, the AEC may approve (in order of 
preference) a guaranteed loan or an ad­
vance payment for performance of the 
contract.

(b) Partial payments, as provided for 
in the standard form of supply contract 
(FPR 1-16.901-32), should be considered 
as a form of contractor financing in the 
second place in the order of preference.
Subpart 9—30.4— Advance Payments 
§ 9—30.400 Scope of subpart.

This subpart does not apply to financ­
ing arrangements for contracts with

AEC prime integrated cost-type contrac­
tors who are financed through special 
arrangements.
§ 9—30.403 Interest.
. (a ) Interest at the rate of 5 percent 
will be charged on all advance payments, 
provided that advance payments may be 
made without interest:

(1) Pursuant to FPR 1-30.403,
(2) In CPFF contracts for construc­

tion or engineering services, or
(3) Where the contract provides that 

title to the advance has been retained by 
the Government (§ 9-7.5006-23).
§ 9—30.404 Standards— amounts— need.

The total advance payment shall not 
exceed 90 percent of the value of the 
uncompleted portion of the contract and 
shall not include any portion of the 
anticipated profit or the fixed fee.
§ 9—30.406 Responsibility— delegation 

o f authority.
The Manager of the Field Office or his 

delegate shall have the responsibility 
and authority for making the findings 
and determinations referenced in FPR  
1-30.406.
§ 9—30.414 Agreement for special bank 

account and contract provisions.
(See § 9-7.5006-23-24 under which 

the Government retains title to the funds 
advanced.)

Subpart 9—30.5— Progress Payments 
Based on Costs

§ 9—30.517 Contract  financing office 
clearance.

The prior approval specified here shall 
be obtained from the Office of the 
Controller.
§ 9—30.528 Consideration for amend­

ments providing for progress pay­
ments.

To the extent applicable and appro­
priate, these provisions may also relate 
to a Partial Payments clause. If  justified, 
an amendment for this purpose may be 
made without consideration pursuant to 
FPR Part 1-17 and Part 9-17. When any 
such amendment is made, the consent of 
sureties, if any, should be obtained.

Subpart 9—30.7— Assignment of 
Claims

§ 9-30.701 General.
FPR 1-30.701 is implemented as 

follows:
(a) In the case of prime contracts, 

when it has been determined that the 
financing of defense contracts will be 
facilitated in the interest of the AEC 
program, it is the policy of AEC that such 
contracts provide, or be amended with­
out consideration (see Assignment of 
Claims Act of 1940) to provide, that pay­
ments to be made to an assignee shall 
not be subject to reduction or setoff:

(1) For any liability of any nature of 
the assignor to the United States or any 
department or agency thereof which 
arises independently of such contracts;

(2) For any liability of the assignor 
on account of:
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(i) Renegotiation under any renego­

tiation statute or under any statutory 
renegotiation article in the contract;

(ii) Pines;
(iii) Penalties (which term does not 

include amounts which may be collected 
or withheld from the assignor in accord­
ance with, or for failure to comply with, 
the terms of the contract) ;

(iv) ‘Taxes, social security contribu­
tions, or the withholding or nonwithhold­
ing of taxes or social security contribu­
tions, whether arising from or independ­
ently of such contract.

(b) In the case of subcontracts, when 
loans are made for the purpose of financ­
ing performance of subcontract® under 
AEC prime contracts, financing institu­
tions (or the Government as guarantor 
in those instances in which such loans 
are guaranteed) should not be required 
to incur risks of loss by reason of possible 
diversion of assigned subcontract pro­
ceeds for payment of other claims of the 
prime contractor against the borrower 
otherwise unrelated to the assigned sub­
contracts. In the interest of national de­
fense financing, Managers of Field 
Offices shall require the adoption of these 
policies and practices by AEC prime con­
tractors with respect to AEC subcontract 
work. Managers should inform the Con­
troller of each AEC contractor who is 
unwilling to adopt policies consistent 
with this paragraph and the reasons 
given in support of the contractor’s 
position.
§ 9—30.703 Cont ract  clause— Assign­

ment o f Claims.
The last two sentences of paragraph 

(a ) of the clause in PPR 1-30.703 shall 
also be deleted in all contracts for trans­
portation services.
§ 9—30.708 Examination of assignment.

(b ) In classified contracts, the assignee 
should ordinarily be furnished, upon re­
quest, with the following information, as 
applicable, in lieu of a copy of the 
contract:

(1) Name and address of the AEC 
prime contractor;

(20 Prime contract number and date;
(3) AEC office and address receiving 

the material or service;
(4) Subcontract number or purchase 

order number;
(5) Date of the subcontract or pur­

chase order;
(6) Date on Which prime contract, 

subcontract or purchase order is to be 
completed;

(7) Total amount of the. subcontract 
or purchase order;

(8) Dollar amount remaining to be 
delivered on prime contract, subcontract 
or purchase order; and

(9) A statement as to the assignability 
of the prime contract, subcontract or 
purchase order.

(c) (1) It is AEC policy that any as­
signment of claims shall cover all 
amounts payable under the contract and 
not already paid. Partial assignments 
shall not be permitted unless they are 
primarily for the benefit of the Govern­
ment, as exampled in PPR 1-30.708 (c) 
( 1 ).

PART 9-51— REVIEW AND APPROVAL 
OF CONTRACT ACTIONS

Sec.
9—61.000 Scope of part.
9-61.001 Definition.

Subpart 9—51.1 — Headquarters Review and 
Approval of Reid Office Contract Actions

9-51.100 Scope of subpart.
9-51.101 General instructions regarding 

submissions to Headquarters.
9-51.102 Contract actions requiring Head­

quarters review and approval.
9-51.103 Supporting data for contract ac­

tions requiring Headquarters 
advance approval.

9-51.103—1 Negotiation.
9-51.103-2 Formal advertising.
9-51.103-3 Request for renewals and exten­

sions.
9-51.103-4 Questions of contract policy and 

procedure.
9-51.103-5 Time of submission.

Subpart 9—51.2— Subcontracts Requiring Prior 
Authorization by AEC

9-51.200 Scope of subpart.
9-51.201 Types of actions.

Subpart 9—51,3— Other Approval Requirements 
9—51.301 Other approval requirements.

Subpart 9—51.4— Contract and Subcontract 
Review Requirements

9—51.400 Scope of subpart.
9—51.401 Applicability.
9-51.402 Responsibilities.
9-51.403 Assignment of review functions.
9—51.403—1 Contract Review Boards. 
9-51.403-2 Alternate review procedures.

Subpart 9-51.5-—Contracts or Subcontracts 
Requiring Advance Notice

9-51.500 Scope of subpart.
9-51.501 Contracts for electric power.
9-51.502 Contracts for gas.
9-51.503 Contracts let under long-term

contract authority.

Subpart 9—5 1.5— Contracts and Subcontracts Re­
quiring Clearance With the Bureau of the Budget

9-51.600 Scope of subpart.
9-51.601 Actions requiring clearance.
9-51.602 Procedure for obtaining clear­

ance, extension of clearance, 
or exemption.

A u t h o r it y : The provisions of this Part 
9—51 Issued under sec. 161 of the Atomic En­
ergy Act of 1954, as amended, 68 Stat. 948, 
42 U.S.C. 2201; sec. 205 of the Federal Prop­
erty and Administrative Service Act of 1949, 
as amended, 63 Stat. 390, 40 U.S.C. 486.

§ 9—51.000 Scope o f part,
This part sets forth administrative re­

quirements for the review and approval 
of certain contract actions, exclusive of 
contractor selection (Part 9-56).
§ 9—51.001 Definition.

(a ) For the purpose of this part, the 
term “contract actions” includes:

(1) Actions relating to the letting of 
contracts, subcontracts, agreements with 
other governmental agencies, and subse­
quent modifications, extensions and 
terminations thereof.

(2) Questions of contract policy or 
procedure which arise in the course of 
contract negotiation and administration.

(b) For the purpose of this part, the 
term “contract actions” does not in­
clude administrative functions associated 
with contract administration, such as the

development, interpretation and modifi­
cation of contract cost principles, finan­
cial plan and budget operations, labor 
relations, safety, security, audit, salary, 
and wage administration, foreign travel, 
programmatic matters (program scope, 
technical requirements or specifications, 
project schedules, etc.), and the adminis­
tration of construction activities. Such 
matters are handled directly between 
Feld Offices and the Headquarters Divi­
sion or Office having cognizance over the 
matter involved.
Subpart 9—51.1— Headquarters Re­

view and Approval of Field Office
Contract Actions 

§ 9—51.100 Scope o f subpart.
This subpart sets forth the administra­

tive requirements for Headquarters re­
view and approval of field office contract 
actions.
§ 9—51.101 General instructions regard­

ing submissions to Headquarters.
(a ) Except as provided in paragraph 

(b) of this section:
(1) The field offices at Chicago, Rich­

land, Nevada, Idaho, New York, Oak 
Ridge, Savannah River, San Francisco, 
Albuquerque, and the Brookhaven Office 
will communicate directly with the Di­
rector, Division of Contracts, on all con­
tract actions requiring Headquarters 
consideration.

(2) The field offices at Schenectady 
and Pittsburgh will communicate di­
rectly with the Director, Division of 
Naval Reactors, on all contract actions 
requiring Headquarters consideration.

(3) The Grand Junction Office will 
communicate directly with the Division 
of Raw Materials on all contract actions 
requiring Headquarters consideration.

(b) All field offices will communicate 
directly With the Director, Division of 
Construction .on all contract actions for 
electric power and gas utility services.

(c) Contract actions requiring Head­
quarters review and approval shall be 
submitted to Headquarters sufficiently in 
advance of the proposed date for final 
action by the field office to permit an or­
derly study and analysis of the proposed 
contract action. Requests for approval 
of contracts and subcontracts shall be 
accompanied by six copies of the pro­
posed contract document together with 
the required supporting data, also in 
sextuplícate.
§ 9—51.102 Contract actions r e q u ir in g  

Headquarters review and approval.

(a ) Contract actions requiring the ad­
vance attention of the General Manager 
and Commission. Managers of Field Of­
fices will submit the following con­
tract actions for advance Headquarters 
approval:

(1) Contract actions involving esti­
mated costs for the contract period in 
excess of $10 million shall be subject to 
Commission approval. A  modification to 
an existing contract which has the effect 
of bringing the total amount of the con­
tract in excess of $10 million will be 
brought to the attention of the Commis­
sion for its information.
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(2) All contractual matters of a new 
or unusual nature, or matters likely to 
provoke unusual public interest, and all 
prime contracts with foreign parties 
in excess of $300,000 are brought to 
the Commission’s attention prior to 
approval.

(b) Contract actions in excess of au­
thority delegated to Managers of Field 
Offices, requiring advance Headquarters 
review and approval. Managers of Field 
Offices will submit contract actions in 
excess of authority delegated to them 
for advance Headquarters approval 
including:

(1) Preliminary contractual agree­
ments when there is reason to believe 
that the resulting contract or subcon­
tract may exceed delegated authority.

(2) Any proposed contract or subcon­
tract which by the exercise of any 
option or options therein would exceed 
delegated authority.

(3) Any proposed contract or subcon­
tract, regardless of amount, which in the 
opinion of the Manager of the Field 
Office will, as a result of extension, fol­
low-on work, or otherwise increase the 
contract or subcontract, or lead to a con­
tract or subcontract with the same con­
tractor, in an amount in excess of his 
delegated authority.

(4) Extension or modification which 
within itself includes increases in excess 
of delegated authority.

(c) Other contract actions requiring 
advance Headquarters approval. Man­
agers of Field Offices will submit requests 
for the extension of operating contracts 
regardless of amount and the extension 
of onsite service-type contracts in excess 
of their delegated authority, and for de­
viation from prescribed contract policy 
for advance Headquarters approval.

(d) Cost-plus-incentive-fee, fixed- 
price incentive contracts or other incen­
tive arrangements in excess of $1 million 
require advance Headquarters approval. 
For such contracts and arrangements of 
$1 million and below, a copy of the con­
tract and summary of the incentive ar­
rangement should be furnished the Di­
rector, Division of Contracts, for infor­
mation after execution.

(e) Modifications to contracts or sub­
contracts previously approved by Head­
quarters need not be submitted for 
Headquarters consideration when they 
involve only periodic modifications (1) 
to establish scope and/or estimated costs 
within the approved general scope and 
fixed fees, provided the fee negotiated is 
within the allowable fee limits of AEC fee 
Policy, or (2) to increase (or decrease) 
the funds obligated or the contractual 
limitations on expenditures, when funds 
for such purposes have been allotted and 
set forth in approved financial plans.
§ 9—51.103 Supporting data for con­

tract actions requiring Headquarters 
advance approval.

§ 9—51.103—1 Negotiation.
Requests for approval of contracts and 

subcontracts to be entered into as a result 
or negotiation shall be accompanied by 
the information required by § 9-55.102.

§ 9—51.103—2 Formal advertising.
Requests for approval of contracts and 

subcontracts to be entered into as a re­
sult of formal advertising shall be ac­
companied by:

(a ) Copy of the invitation to bid and 
any amendments;

(b) A list of persons or firms invited to 
bid;

(c) Information relating to posting or 
publishing notices of the invitation and 
copies of all paid advertisements, if any 
were used;

(d) Copy of abstract of bids;
(e) An evaluation of the reasonable­

ness of the low bid accepted including 
a  comparison with the independent Gov­
ernment cost estimate, if applicable;

(f) Copy of bid received from con­
tractor to whom award is proposed; and

(g) If award is proposed to be made 
to other than the lowest bidder, a com­
plete statement of the reasons therefor.
§ 9-51.103-3 Requests for renewals and 

extensions.
Requests for the renewal or extension 

of contracts or subcontracts which re-, 
quire Headquarters approval shall be 
accompanied by:

(a ) Summary description of scope of 
work, and brief listing of some of the 
important projects which have been 
handled under this contract. A list of any 
important projects planned for assign­
ment in the future should be included.

(b) A short statement concerning ade­
quacy of contractor performance. The 
last annual management appraisal 
should be summarized and incorporated 
in the submission.

(c) A summary of the major contract 
provisions of the existing contract 
should be attached as an appendix with 
particular attention to indemnity, pat­
ents, conduct of work (control over 
work) and termination, as well as those 
which deviate from current AEC policies.

(d) Indicate cost level and fee (or 
management allowance) over past term 
and expected cost level in the future»

(e) Include an outline of the principal 
issues to be negotiated with arguments 
pro and con, as well as the AEC recom­
mended position.

(f) A brief discussion of the possi­
bilities of obtaining a suitable replace­
ment contractor, where appropriate.

(g ) Reference to the specific Standard 
contract clauses (FPR or AECPR, as ap­
propriate) to be used in the proposed 
contractual document, together with a 
draft of suggested deviations, if any, 
from other applicable standard clauses, 
with full justification for any such pro­
posed deviations and the text of proposed 
contract provisions not covered by 
standard clauses.

(h) Other appropriate recommenda­
tions, if any, supported by adequate 
justification.
§ 9-51.103-4 Questions of contract pol­

icy and procedure.
Questions of contract policy and pro­

cedure which arise in the course of con­
tract negotiation and administration

on which Headquarters consideration is 
required or desired by the field office 
shall be accompanied by sufficient infor­
mation to permit adequate review and 
analysis of the problem involved.
§ 9—51.103—5 Time of submission.

Requests for approval of contractual 
documents shall be submitted and ap­
proval shall be obtained prior to execu­
tion by either party. '
Subpart 9—51.2— Subcontracts Re­
quiring Prior Authorization by AEC
§ 9—51.200 Scope of subpart.

This subpart sets forth the require­
ment for AEC approval of cost-type 
contractors’ procurement actions.
§ 9—51.201 Types of actions.

Managers of Field Offices shall require 
cost-type contractors to obtain the ap­
proval of AEC prior to. entering into any 
subcontracts or purchase orders within 
the following categories:

(aX Contracts entered into under sec­
tion 41. Prior approval shall be required 
for the subcontracting of any work a 
contractor is obligated to perform under 
a contract entered into under section 41 
of the Atomic Energy Act of 1954, as 
amended.

(b) Specified materials, equipment, or 
services. Managers of Field Offices shall 
take such action as may be required to 
insure compliance with the procedure for 
purchases from contractor-controlled 
sources or the procurement of specific 
items, or classes of items which by the 
terms of the contract may require AEC 
approval.

(c) Specified types of procurements. 
Approval shall be required prior to enter­
ing into subcontracts in excess of $500 on 
a cost, cost-plus-a-fixed-fee or time and 
material basis.

(d) Specified dollar amounts. Approval 
shall be required prior to entering into 
subcontracts or purchase orders above 
specified dollar amounts. Dollar limits 
will be established at the discretion of 
Managers of Field Offices, taking into 
consideration such factors as the nature 
of work under each contract, the esti­
mated cost of work under the contract, 
the contractor’s procurement organiza­
tion, other controls exercised over the 
contractor’s procurement operations, and 
policies with respect to approvals estab­
lished by Headquarters or Field Offices. 
Except as provided in paragraph (e) of 
this section, subcontracts or purchase 
orders in excess of the following amounts 
shall require prior AEC approval:

(1) Construction and architect engi­
neer contracts, $10,000.

(2) Offsite research and development 
contracts, $5,000.

(3) All other contracts, $25,000.
(e) Exceptions. In the event a Man­

ager of a Field Office determines (1) 
that application of any of the dollar 
amount limitations established in para­
graph (d) of this section would impair 
the AEC program of the Field Office 
concerned or would be impracticable of 
application under the circumstances, or
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(2) that it would be in the best interests 
of the Government to establish less 
stringent limitations, he may, upon mak­
ing such determination, approve a dollar 
amount up to $100,000. Requests to estab­
lish dollar amount levels in excess of 
$100,000 shall be submitted to the Direc­
tor, Division of Contracts, for approval.

(f ) Emergency approvals. Managers 
of Field Offices may, in their discretion, 
give oral approval (or approval by tele­
phone or teletype) to any subcontract 
or purchase order requiring AEC ap­
proval under this § 9-51.201 in instances 
of compelling or unusual urgency, such 
as circumstances under which an AEC 
program would be ‘seriously hampered 
or delayed if supplies or sendees are not 
obtained by a certain date and time does 
not permit the obtaining of formal ap­
proval. Such emergency approvals shall 
be confirmed in writing.

Subpart 9—51.3— Other Approval 
Requirements

§ 9—51.301 Oth er  approval require­
ments.

Nothing in this Part 9-51 shall be con­
strued as precluding the establishment 
of additional approval requirements by 
Headquarters or Managers of Field O f­
fices with respect to contracts or sub­
contracts under their jurisdiction.

Subpart 9—51.4— Contract and Sub­
contract Review Requirements 

§ 9—51.400 Scope of subpart.
This subpart sets forth the adminis­

trative requirement for independent re­
view of proposed contracts and subcon­
tracts by AEC.
§ 9—51.401 Applicability.

All prime contracts and subcontracts 
under cost-type prime contracts in excess 
of $100,000 shall be reviewed in conform­
ance with this subpart. Such reviews 
shall be made prior to award in all cases. 
Managers of Field Offices may, if con­
sidered appropriate, exempt basic re­
search lump-sum contracts with educa­
tional institutions from the independent 
contract review board requirements of 
this subpart.
§ 9—51.402 Responsibilities^

Each Manager of a Field Office shall 
establish procedures in accordance with 
this subpart providing for an independ­
ent review of proposed contract and 
subcontract actions and to review termi­
nation settlements.
§ 9—51.403 Assignment of review func­

tions.

Responsibility for independent review 
of contract and subcontract actions shall 
be assigned to a Contract Review Board 
established under § 9-51.403-1, or such 
independent review shall be accom­
plished under the alternate review pro­
cedures set forth in § 9-51.403-2.
§ 9—51.403—1 Contract Review Boards.

(a ) Organization. Each Contract Re­
view Board shall consist of not less than 
three members with broad business and 
contracting experience. A majority of

representatives on each Board shall be 
permanent board members. Other mem­
bers may be drawn from panels of design 
nated persons as may be appropriate for 
cases under consideration. To the extent 
practicable, no person shall serve as a 
member of a Contract Review Board in 
reviewing a contract action in which he 
has participated, or a contractor selec­
tion (Part 9-56), unless such action is 
subject to approval under § 9-51.102, or 
the Manager of the Field Office shall de­
termine that his participation in the re­
view of the particular contract provides 
continuity of experience or is otherwise 
in the best interest of the Government. 
The Chairman of each Board in a Field 
Office shall be designated by the Man­
ager of the Field Office concerned and 
each Board shall be furnished with such 
staff assistance as may be requested by 
the Board and approved by the Manager 
of the Field Office. Contract Review 
Boards may be assigned additional func­
tions at the discretion of Managers of 
Field Offices provided such functions are 
related to procurement and are not in­
consistent with the Board’s responsibility 
as set forth in this subpart.

(b) Purpose of review. In negotiated 
procurements, the primary function of 
contract review is to provide an in­
dependent review and analysis of con­
tract and subcontract actions for the 
purpose of determining whether the 
negotiations (1) were competently con­
ducted, (2) were based on adequate in­
formation, (3) were in conformance with 
established policies and procedures, and
(4) resulted in a contract or subcontract 
(i) with a responsible contractor and (ii) 
that adequately protects the interests of 
the Government, including the reason­
ableness of the fixed fee or profit (if any) 
in cost-type procurements, the reason­
ableness of price in fixed-price-type con­
tracts or subcontracts including the rea­
sonableness of intermediate or final re­
pricing due to price redetermination, 
escalation, etc., with comparison of the 
proposed price with the independent 
Government cost estimate, if applicable. 
With respect to awards resulting from 
formal advertising, review will include 
such matters as determining the respon­
sibility of the contractor (§ 9-1.310), the 
reasonableness of the price of the pro­
posed award, including comparison with 
the independent Government cost esti­
mate, if applicable, the adequacy of com­
petition, the advisability of rejecting all 
bids and readvertising or negotiating, 
and, in the case of a proposed award to 
other than the low bidder, whether such 
action is in the best interest of the Gov­
ernment.

(c) Method and extent of review. 
When review is required by this Part 
9-51 or for termination settlements, the 
negotiator or purchasing officer (or con­
tract administrator in the case of sub­
contracts) shall submit a statement 
justifying the proposed action with such 
detailed information as may be required 
for an adequate review. Procedures for 
the submission of such statements shall 
be issued by each field office. Contract 
Review Boards shall determine the over­
all reasonableness of proposed actions

from the standpoint of protecting the 
interests of the Government. Such 
Boards may vary the scope and extent of 
reviews according to the size and com­
plexity of individual cases and other 
relevant factors.

(d) Results of review. Contract Re­
view Boards shall document the scope 
and extent of the review and submit writ­
ten recommendations to Managers of 
Field Offices (or to such other approving 
officials as may be appropriate) on each 
proposed contract or subcontract action 
reviewed. In the event the approving offi­
cial departs from the recommendation 
of the Review Board, the basis for such 
action shall be appropriately docu­
mented in the files.
§ 9—51.403—2 Alternate review proce­

dures.
Where it is impracticable to establish 

a Contract Review Board, or where 
additional procedures are appropriate to 
supplement a Contract Review Board, the 
following procedures shall be followed:

(a) For procurement effected through 
competition. Contracts and subcontracts 
to be entered into as a result of formal 
advertising and subcontracts which meet 
the criteria established in § 9—59.003(b) 
(1) may be reviewed by such alternate 
procedures as may be prescribed by 
Managers of Field Offices.

(b) For procurement effected "by nego­
tiation. Contracts and subcontracts other 
than those covered in paragraph (a) of 
this section may be reviewed by such al­
ternate procedures as may be prescribed 
by Managers of Field Offices: Provided:

Cl) In the judgment of the Manager 
of the Field Office concerned supple­
mental procedures are necessary, or it is 
impracticable to establish a Contract 
Review Board as set forth in §9-51.403-1;

(2) The alternate procedures assure an 
adequate independent review of contract 
and subcontract actions; and

(3) The following principles are ob­
served in establishing the alternate 
procedures:

(i) Contract or subcontract actions 
requiring review under a field office (or 
area office with respect to contract or 
subcontract actions within the approval 
authority of an Area Manager in those 
instances where Area Managers have 
been delegated contracting or approving 
authority in excess of $100,000) to the 
fullest extent practicable shall be re­
viewed by the same reviewers regardless 
of the nature of the work under the in­
dividual contracts in order to assure con­
tinuity of experience and uniformity of 
treatment.

(ii) Reviewers shall have a broad 
background of business and contracting 
experience in private industry or 
Government.

(iii) Advice in specialized fields such as 
engineering, law, and accounting shall 
be readily available to the reviewers.

(iv) Reviewers shall not negotiate or 
issist in the negotiation of any contract 
>r subcontract, including contractor se- 
ection (Part 9-56), except when the 
jontract or subcontract shall be subject 
o approval under § 9-51.102, or where 
he approving authority shall determine
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that the reviewer’s participation -pro­
vides continuity of experience oris other­
wise in the best interest of the Govern­
ment.

(c) The requirement of § 9-51.403-1 
(b) , (c), and (d ), with respect to Con­
tract Review Boards shall be met.
Subpart 9-51.5— Contracts or Subcon­

tracts Requiring Advance Notice
§ 9-51.500 Scope of subpart.

Notice of intent to enter into contracts 
or subcontracts within the categories set 
forth below shall be required as indicated 
therein. These requirements are not 
established for approval purposes but are 
for information only.

§ 9—51.503 Contracts let under long­
term contract authority.

Managers of Field Offices shall advise 
the Controller, with a copy to the Di­
rector, Division of Contracts, of any in­
tent to utilize the long-term contract 
authority provided by subsection u, sec­
tion 161 of the Atomic Energy Act of 1954 
as amended by Public Law 85-681 (72 
Stat. 633) . Such advance notice should 
be provided at an early stage of planning 
on any such proposed contract action.
Subpart 9-51.6— Contracts and Sub­

contracts Requiring Clearance With 
the Bureau of the Budget 

§ 9—51.600 Scope of subpart.

§ 9-51.501 Contracts for electric power.
Proposed contracts or subcontracts for 

the supplying of electric power shall be 
reported by Managers of Field Offices to 
the Director, Division of Construction, 
unless all of the following conditions 
exist:

(a) The requirement is for a maximum 
demand of less than 5,000 kilowatts for 
which service is available or can be made 
available;
< (b) The power is to be furnished at 
rates, terms, and conditions of an 
established rate schedule approved by 
the State public service commission hav­
ing jurisdiction;

(c) Power is to be furnished without a 
contribution to the service, or an ad­
vance or special payment of any kind 
(including provisions covering payments 
in the event of cancellation prior to 
expiration date) by or on behalf of 
AEC, other than a contribution or pay­
ment required by an approved rate 
schedule under paragraph (b) of this 
section; and

(d) The estimated cost of the power 
does not exceed $500,000 per year during 
the life of the proposed contract or sub­
contract.
§ 9—51.502 Contracts for gas.

Proposed contracts or subcontracts for 
the supplying of natural or manu­
factured gas shall be reported by Man­
agers of Field Offices to the Director, 
Division of Construction, unless all of 
the following conditions exist:

(a) The gas is to be furnished at rates, 
terms, and conditions of an established 
rate schedule approved by the State 
public service commission having juris­
diction;

(b) The gas is to be furnished without 
a contribution to the service or an ad­
vance or special payment of any kind 
(including provisions covering payments 
to the event of cancellation prior to ex­
piration date) by or on behalf of AEC;

(c) The gas is to be furnished without 
investment by AEC in facilities to be

installed off the property, other than a 
contribution or payment required by an 
approved rate schedule under paragraph 
(a) of this section; and

(d) The estimated annual cost of the 
j’8'® not exceed $120,000 per year 
during the life of the proposed contract
or subcontract.

This subpart sets forth requirements 
for the clearance of contracts and sub­
contracts with the Bureau of the Budget.
§ 9—51.601 Actions requiring clearance.

In accordance with the Federal Re­
ports Act of 1942 and Bureau of the 
Budget Circular A-40, contracts and sub­
contracts which will result in the collec­
tion of information on identical items at 
the request of or for AEC by the contrac­
tor or subcontractor, from 10 or more 
respondents, require clearance from the 
Assistant Director of the Bureau of the 
Budget and inscribing thereon an ap­
proval number or notation.
§ 9—51.602 P r o c e d u re  for obtaining 

clearance, extension of clearance, or 
. exemption.

Requests for clearance of contracts and 
subcontracts or material revision or 
change in previously approved contracts 
or subcontracts, extension of clearance 
beyond scheduled expiration date, or 
exemption from clearance shall be sub­
mitted by Managers of Field Offices or 
Directors, Headquarters Divisions or O f­
fices to the Director, Division of Con­
tracts for coordination with and trans­
mittal by the Controller to the Assistant 
Director of the Bureau of the Budget. 
Such requests shall be in the form and 
contain all of the pertinent information 
required by paragraphs 4, 5, 6, and 7 of 
BoB Circular A-40.

PART 9-53— NUMBERING AND DIS­
TRIBUTION OF CONTRACTS AND 
ORDERS

Sec.
9-53.000 Scope of part.

Subpart 9—53.100— Contracts
9-53.101 Numbering of contracts,
9-53.102 Numbering modifications.
9-53.103 Maintenance of contract files. 
9-53.104 Distribution of contracts.
9-53.105 Responsibilities.
9-53.106 Assigned contract prefixes.

Subpart 9—53.200— Orders 
9-53.201 Numbering of orders (Form AEC— 

103).
9-53.202 Procurement office symbols.

A u t h o r i t y : The provisions of this Part 
9-53 issued under sec. 161 of the Atomic 
Energy Act of 1954, as amended, 68 Stat. 948, 
42 U.S.C. 2201; Sec. 205 of the Federal 
Property and Administrative Services A0* °*  
1949, as amended, 63 Stat. 390, 40 U.S.C. 486.

§ 9—53.000 Scope of part.
This part sets forth the administrative 

requirements and procedures for num­
bering, distributing, and filing of con­
tracts (including letter contracts, all ap­
propriation transfers, and working fund 
agreements), modifications thereto, and 
the numbering of orders (including 
purchase orders).

Subpart 9—53.100-*—Contracts 
§ 9—53.101 Numbering o f contracts.

(a) Contracts are numbered with ap­
proved letter symbols and serial numbers 
primarily for identification, audit, and 
filing purposes. Prefixes for AEC contract 
num bers for prime contracts executed by 
each AEC office, are set forth in 
§ 9-53.106.

(b) The letters “AT” in each prefix 
denote the Atomic Energy Commission. 
The number before the hyphen within 
the parentheses designates the State or 
area within which the procurement office 
is located, and the number after the 
hyphen identifies the procurement office 
within that State or area. The States 
were assigned numbers in numerical se­
quence according to the alphabetical 
listing before Alaska and Hawaii were 
admitted to the Union. Alaska will be as­
signed number 52 and Hawaii assigned 
number 53. The Headquarters^ office is 
assigned number 49 with separate num­
bers assigned to each of the procurement 
offices, the Pacific Area is assigned num­
ber 50, and Puerto Rico is assigned 
number 51. The number following the 
hyphen outside the parentheses is the 
serial number assigned to the contract. 
The numbering of contracts shall be 
centrally controlled by each office for 
which contract prefix numbers have been 
designated.

(c) If  a prefix is required for an office 
not listed in this part, it should be re­
quested from the Director, Division of 
Contracts.

(d) The numerical series for sales con­
tracts begins with the serial number “1” 
prefixed by the same contract symbol as 
prescribed for other contracts plus the 
letter “S” following the parentheses. 
Thus, the first sales contract for the 
Albuquerque Operations Office is num­
bered AT(29-2)S—1.

(e) A number shall be assigned to (1) 
all contracts, involving the payment of 
$20,000 or more on a single payment 
voucher, and (2) all multiple payment 
contracts regardless of amount. Con­
tracts involving the payment of less than 
$20,000 on a single payment voucher may 
or may not be numbered, depending upon 
the needs of the office. However, in case 
of doubt as to whether the amount to be 
paid under a contractual document is 
more or less than $20,000 or whether 
more than one payment will be necessary, 
the contract shall be numbered. Numbers 
are to be placed in the upper right-hand 
corner on the original and all copies of 
contracts or purchase orders and amend­
ments and supplements thereto.

(f ) On a modification or extension of 
a contract that has been transferred 
from one contracting office. to another, 
the contract should be renumbered with
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the prefix number of the new administer­
ing office.
§ 9—53.102 Numbering modifications.

All modifications of contracts includ­
ing change orders and supplemental 
agreements, shall be numbered in one 
continuous-series, even though the con­
tract is modified by both supplemental 
agreements and change orders. In the 
upper right-hand comer of the supple­
mental agreement or change order will
be inserted “Modification N o . ______ ,”
followed by the words “Supplemental 
Agreement to” or “Change Order to.” 
For example, if the first modification to a 
contract (definitive contract or letter 
contract) is by supplemental agreement, 
the heading will read:
Modification No. 1, Supplemental Agreement

to Contract N o .______ _

If  the modification on the same con­
tract is by change order, the heading 
will read:
Modification No. 2, Change Order to Contract

No. ________

§ 9—53.103 Maintenance of contract  
files.

Managers of Field Offices and Heads of 
Headquarters Divisions and Offices shall 
maintain a file or files of all contracts 
execute«! or administered by such office 
or division. The location and distribution 
of contract files in the various offices and 
divisions are the responsibility of the 
Managers or Directors concerned.
§ 9—53.104 Distribution of contracts.

(a) Basic distribution. Managers of 
Field Offices and Heads of Headquarters 
Divisions and Offices who execute or ad­
minister contracts are responsible for 
making the following minimum distribu­
tion of such contracts:

(1) One original signed copy to the 
contract files of the office administering 
the contract, except when such copy is 
required for distribution to the General 
Accounting Office under subparagraph
(3) of this paragraph. In the latter case 
a duplicate signed copy will be furnished 
to the office administering the contract;

(2) One signed copy to the contractor. 
However, in the case of formally adver­
tised supply contracts, a purchase order 
or-Notice of Award may be furnished 
in lieu of a signed copy of the contract;

(3) One original signed copy to the 
General Accounting Office when required 
by GAO Manual, Title 7-4510.50. This 
regulation provides in part as follows:

The original of all contracts with common 
carriers of all types for linehaul freight or 
passenger transportation services, including 
passenger charter agreements but excluding 
contracts for local storage, drayage, and haul­
ing, shall be transmitted promptly, to the 
General Accounting Office, Service Subdivi­
sion, Transportation Division, Washington, 
D.C. 20548.

(4) One signed copy to the AEC field 
finance office servicing the procurement 
office and for Headquarters to the Cen­
tral Accounts Branch, Office of the 
Controller.

(b) Additional distribution of con­
tracts. Each Manager of a Field Office 
shall make the following additional dis­
tribution of conformed copies of con­
tracts i n c l u d i n g  modifications and 
a m e n d m e n t s  thereto within its 
jurisdiction:

(1) To the Office of the General Coun­
sel, one copy of:

(1) Each contract, and each subcon­
tract under a cost-type contract, where 
the proposed contract action was sub­
mitted for Headquarters approval prior 
to execution:

(ii) Each engineering or architect- 
engineering prime contract, and each 
engineering or architect-engineering 
subcontract under a cost-type prime con­
tract, involving an expenditure (actual or 
estimated) of $500,000 or more.

(2) To the appropriate Headquarters 
division or office, one copy of each con­
tract sponsored by such division or office.

(3) To the Division of Contracts, one 
copy of each contract and subcontract 
where the proposed action was submitted 
for Headquarters approval prior to 
execution.

§ 9—53.105 Responsibilities.
The Office of the General Counsel, and 

the divisions or offices, Headquarters, re- 
ceivirfg a copy of contracts pursuant to 
§ 9-53.104(b ) , shall maintain a file of 
such contracts and shall be responsible 
for making the contract file available to 
Headquarters divisions and offices upon 
request.

§ 9—53.106 Assigned contract prefixes.
Prefixes for AEC contract numbers for 

each procurement office are set forth as 
follows:

Contract
Active offices prefix
San Francisco____________ ______ AT (04 -3 )-
Oanoga Park_________________ ’ AT (04 -4 )-
Grand Junction_________ ________AT (05 -1 )-
Rocky Flats------------------------------- AT (05 -2 )-
Idaho Falls____ ___________________A T (1 0 -1 )-
Chicago ------------------- ---------------- AT (11-1) —
Paducah _____________________ A T (1 5 -1 )-
Kansas City------------------- -----------AT (23 -3 )-
Nevada______ ____________________ AT (26 -1 )-
New Brunswick__________________ AT (28 -1 )-
Princeton__________ _____________ AT (28 -2 )-
Los Alamos_______________________ A T (29 -1 )-
Albuquerque_____________________AT (29-2) -
New York-----------------------------------AT (30 -1 )-
Brookhaven________________ _____ A T (30 -2 )-
Schenectady____________ _______:_ A T (30 -3 )-
Dayton------------------------ ________ A T (33 -1 )-
Portsmouth _________;___________ AT (33 -2 )-
Fernald  _______ ________________ A T (33 -4 )-
Pittsburgh ---------------------------- - AT(36—1) —
Savannah River_________________ AT (38-1 ) -
Oak Ridge___________ ______________A T (40 -1 )-
RiChland------------------------------------ AT (45 -1 )-
Headquarters:

Headquarters Services________ A T (49 -1 )-
General Manager___.__________ A T (49 -2 )-
Military Application__________ AT (49 -3 )-
Produotion_________________ __A T (49 -4 )-
Reactor Development and

Technology _____................ A T (49 -5 )-
Raw Materials-— - ____________ A T (49 -6 )-
Biology and Medicine___;_____ A T (49 -7 )-
Research------------------------------ AT (49 -8 )-
Labor Relations_____________ _ AT (49-10)-
Isotopes Development____ ______AT(49-11)-
Technical Information— ^—  AT(49-12)-

■ '■ ' - *• - - Contract
Active offices prefix'

Personnel...... ............  AT(49-13)_
Space Nuclear Propulsion-—_ SNP-
International Affairs..____—  AT(49- 14)_
Space Nuclear Systems________AT(49- 15)_
Peaceful Nuclear Explosives__AT(49-16)-

Eniwetok---------------------------------- AT (50-1)-
Puerto Rico__________ ___________ AT (51-1 )-
Inactive Offices

Los Angeles----— _____________ AT(04-1)-
Berkeley — ------------------------------AT(04-2)-
Hartford -----------------------------___ AT(06-1)-
W ilm ington_____,_______________ AT (07-1U
Spoon River______ _________  A T (ll-2 )-
Iowa (Burlington)— —_________AT(13-1)-
Ames ---------------------------------------AT (13-2)-
Detroit--------------------------------------AT (20-1)-
Centerline_____ !___________ _____ AT (20-2)-
St. Louis------------------------------------ AT (23-2)-
S an d ia ------------------------------------- AT (£9-3)-
Lockland ---------------------------------- AT (33-3)-
P an tex __________________________AT (41-1)-
Milwaukee :_______________________ AT (47-1)-
Headquarters:

Special Projects_____________ _ AT (49-9)-

Subpart 9-53.200— Orders
§ 9—53.201 Numbering of orders (Form 

AEC-103).
Procurement offices shall number all 

orders (Form AEC-103), including pur­
chase orders, with a prefix symbol to 
identify the issuing office, followed by a 
symbol consisting of the last two digits of 
the fiscal year of issuance. In addition, 
procurement offices may assign such sec­
ondary symbols and suffixes as may be re­
quired for their particular needs. This 
prefix shall precede the serial number 
assigned to the order on a chronological 
basis, starting with the number “1” at the 
beginning of each fiscal year. For ex­
ample, the first order issued by Chicago 
Operations Office in the 19xx fiscal year 
would be “CH-XX-1.”
§ 9—53.202 Procurement office symbols.

The symbols assigned for the purpose 
of identifying AEC ^procurement offices 
issuing orders are set forth as follows:
Procurement

office
Albuquerque____:____
Brookhaven _;____ ____
Chicago___„_______ ___
Cincinnati___________
Canoga Park__________
Dayton _____ ,__________
Fernald__________ ____
Grand Junction._______
Idah o_______ ___ ______
Kansas City____________
Los Angeles____________
Los Alamos.__________
New Brunswick________
Nevada________________
New York______________
Oak Ridge_____________
Pinellas_______________
Paducah______ _______
Portsm outh___Í___!____
P ittsburgh___________
Puerto Rico____________
Richland_____ _________
Rocky Flats. ___________
San Francisco_________
Schenectady___________
St. Louis_______ _____ _
Savannah River— — __. 
Headquarters Services.

O rd e r

prefix
AL-
BH-
CH-
CI-
CP-
DA-
FN-
GJ-
ID-
KC-
IA -
LS-
NB-
NV-
n y -
OR-
PA-
PD-
PM-
PT-
PR-
RL-
RF-
SAN-
SNR-
SL-
SR-
WA-
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part 9-54— CONTRACT REPORTING
S o c *
9-54.000 Scope of pant.
9-54.001. Applicability'.
9-54.002 Responsibilities.
9-54.003 Definition of “procurement ac­

tion.”

rectives-; the office which executes and 
administers the contract (regardless of 
where funds are obligated) shall report 
that contract as one of its procurement 
actions.
§ 9—54.003 Definition of “procurement 

action” .
Authority: The provisions of this Part 

9-54 issued under sec. 161 of the Atomic 
Energy Act of 1954, as amended, 68 Stat. 948, 
42 U.S.C. 2201; sec. 205 of the Federal Property 
and Administrative Services Act of 1949, as 
amended, 63 Stat. 390, 40 TJ.S.C. 486.

§ 9-54.000 Scope of part.
This part sets forth the policies and 

procedures established for uniform re­
porting to Headquarters of essential data 
on procurement actions. Such data will 
be used for management purposes, for 
informational reports and to furnish in­
formation on procurement required by 
Congressional Committees, General Serv­
ices Administration, Small Business Ad­
ministration, Department of Labor, Re­
negotiation Board, and the President’s 
Committee on Equal Employment Oppor­
tunity.

9-54.001 Applicability.
(a) Field Offices. Managers of Field 

Offices shall report data for each AEC 
procurement office and shall require re­
ports from each cost-type prime con­
tractor (except when total procurement 
actions under the contract are estimated 
at less than $250,000 on an annual basis) 
and each first-tier cost-type subcon­
tractor under a cost-type prime contract 
(except when procurement actions under 
the subcontract are estimated at less 
than $250,000 on an annual basis).

(b) Contractors. If a contractor has 
more than one procurement office, data 
will be Reported separately for each of­
fice. Also, if a contractor has more than 
one contract subject to these reporting 
requirements, data will be reported 
separately for each contract.
§ 9—54.002 Responsibilities.

(a) The Director, Division of Con­
tracts, is responsible for maintaining a 
central file of contract data and for the 
issuance of all reports and analyses of 
procurement actions on an AEC-wide 
basis.

(b) Division Directors, Heads of O f­
fices, Headquarters, are responsible for 
the preparation of all reports covering 
direct procurement actions taken by 
Headquarters divisions and offices and 
the collection, summarization, and review 
of all reports required from cost-type 
Prime and subcontractors under con­
tracts administered by Headquarters 
divisions.

(c) Managers of Field Offices are 
responsible for the preparation of:

(1) All reports covering direct pro­
curement actions by their offices and the 
collection, summarization and review of 

cost-type prime and subcontractor re­
ports under contracts administered by 
their offices, and
n Reports on Headquarters-desig- 
»Kd contraets, and contracts directed 
y other offices under procurement di­

(a) “Procurement action” as used in 
relation to the contract reporting sys­
tem for prime contracts and subcon­
tracts includes:

(1) All contracts and subcontracts 
(including both new contracts and con­
tracts superseding preliminary instru­
ments) and purchase orders;

(2) All preliminary contractual in­
struments such as letter contracts;

(3) All amendments, supplements, 
modifications, changes, cancellations, 
and terminations including letters 
changing the contract amount;

(4) Contracts which cover guaranteed 
rental;

(5) All orders placed against other 
Government agencies (such as orders on 
Federal Supply centers or working fund 
agreements covering work o r, services 
performed for AEC by other Govern­
ment agencies);

(6) All payments to utility companies. 
Payments against such contracts are to 
be reported on the basis of estimated an­
nual expenditures, with an adjustment 
made at the end of each year to indicate 
actual payments under the contract or 
subcontract during the fiscal year;

(7) All orders against existing open- 
end or indefinite quantity contracts, in­
cluding contracts with any other Gov­
ernment agency, such as job orders, task 
orders, or delivery orders. Orders against 
such contracts should be reported under 
the basic contract. Individual orders may 
be reported when placed for the articles, 
supplies, or services -rendered, or as an 
alternative, the estimated total amount 
under the contract may be reported; 
and

(8) Contracts for the acquisition of 
uranium bearing ores, concentrates, and 
other source materials.

(b) The term “procurement action” 
excludes:

(1) Contracts for the acquisition of 
land; '

(2) Purchases paid for in cash;
(3) Orders placed against other AEC 

offices or contractors involving transfers 
of excess equipment or surplus material; 
and

(4) Transportation by Government 
bill of lading and transportation of per­
sonnel by Government travel order. With 
respect to contract purpose, contractual 
arrangements falling within object clas­
sifications 01 Personal Services; 11 
Grants, Subsidies, and Contributions; 13 
Refunds, Awards, and Indemnities; 15 
Taxes and Assessments; and 16 Invest­
ments and Loans, shall be excluded.

PART 9-55— JUSTIFICATION AND 
DOCUMENTATION OF PROCURE­
MENT ACTIONS

Sec.
9-55.000 Scope of part.

Subpart 9—55.1— Justification of Procurement

9-55.100 Scope of subpart.
9-55.101 Formal advertising.
9-55.102 Negotiated procurements. 
9-55.102-1 Applicability.
9-55.102-2 Justification of AEC direct ne­

gotiated contracts.
9-55.102-3 Procurement by cost-type con­

tractors.

Subpart 9—55.2— Documentation
9-55.200 Scope of subpart.
9-55.201 Procurement files.
9-55.202 Documentation of AEC direct 

negotiated contracts.
9-55.203 Documentation of AEC procure­

ment through formal adver­
tising.

9-55.204 Documentation— cost-type con­
tractor procurement.

9-55.205 Approval files— cost-type con­
tractor procurement.

A u t h o r i t y : The provisions of this Part 9- 
55 issued under sec. 161 of the Atomic Energy 
Act of 1954, as amended, 68 Stat. 948, 42 
U.S.C. 2201; sec. 205 of the Federal Property 
and Administrative Services Act of 1949, as 
amended, 63 Stat. 390, 40 U.S.C. 486.

§ 9—55.000 Scope o f part.
This part sets forth the administrative 

requirements for the justification of AEC 
direct and cost-type contractor procure­
ment actions for equipment, supplies, 
and services (including construction) 
and for the establishment and mainte­
nance of complete files of documents in 
support of such procurement actions.

Subpart 9—55.1— Justification of 
Procurements

§ 9—55.100 Scope o f subpart.
This subpart sets forth the type of in­

formation required for justification of 
AEC direct and cost-type contractor 
procurements.
§ 9—55.101 Formal advertising.

Justification for AEC formally adver­
tised procurements shall consist of the 
information required by § 9-55.203.
§ 9—55.102 Negotiated procurements.

Justification for AEC direct and cost- 
type contractor procurements shall con­
sist of the information required by 
§§ 9-55.102-2 and 9-55.102-3, respec­
tively.
§ 9—55.102—1 Applicability.

This section is applicable to all nego­
tiated contracts and subcontracts 
(including letters of intent or letter con­
tracts) and modifications thereof in­
volving additional supplies or services, 
except: (a ) Contracts or subcontracts for 
$2,500 or less, (b) orders against Federal 
Supply Schedules, (c) orders placed 
against other Government agencies, (d) 
orders placed against other AEC offices, 
and (e) orders placed under one AEC 
management cost-type contract against 
another AEC management cost-type 
contract.
§ 9—55.102—2 Justification of AEC direct 

negotiated contracts.
The justification of negotiated prime 

contracts required for actions in excess
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of $100,000 shall be in the form of a 
narrative statement covering, to the ex­
tent applicable to the particular trans­
action, the general type of information 
as indicated in paragraphs (a) through 
(1) of this section. Actions under $100,000 

shall be supported by files containing sub­
stantially the same information required 
by paragraphs (a) through (i) of this 
section. The scope and detail of informa­
tion to be included in the contract file 
should generally be determined on the 
basis of the nature, dollar value, and 
complexity of the transaction involved.

(a ) Name and address of proposed 
contractor.

(b ) Location of plant- or work-site 
for performance of the contract.

(c) Contract number, i n c l u d i n g  
amendment number if applicable.

(d) Name of prime contractor.
(e) Nature of contract action (letter 

contract, conversion of letter contract, 
extension of existing contract, etc., as 
well as type of contract— cost, CPFF, in­
centive, etc.),
■v (f) A  reference to the program basis 
for the contract, including scope of the 
work or description of supplies or services 
being procured, delivery or construction 
schedules, period of contract, quantities, 
unit prices, and total price or estimated 
(cost. If  the procurement action is a 
contract modification the relation to the 
program under the basic contract and 
the effect thereof should be shown.

(g) A  statement justifying the use of 
negotiation in lieu of formal advertising.

(h) The methods of solicitation em­
ployed and the information requested 
from sources of supplies or services; the 
distribution and response to such solici­
tations or requests; and the basis upon 
which it is concluded that such solicita­
tions or requests were sufficient to assure 
such full and free competition as is con­
sistent with the procurement of the re­
quired supplies or services. This shall 
include:

( 1 ) A  brief summary of the request for 
proposal used as a basis for solicitation;

(2) Number of firms invited to sub­
mit proposals and a list of firms quoting, 
together with their respective quota­
tions; and

(3) The reason for selection of the 
proposed contractor, when award is to 
be made to other than the low offeror or 
there is a wide margin between the ac­
ceptable quotation and other quotations 
received.

(i) The history of negotiations with 
the proposed contractor, including the 
consideration given to appropriate fac­
tors, and the basis upon which it is 
concluded that the results of the ne­
gotiations are advantageous to the 
Government. This shall include:

(1) A brief summary or principal 
points involved in negotiation and the 
final results thereof, indicating price 
changes, if any, dining negotiations and 
explanations therefor;

(2) A  comparison of the proposed con­
tract with previous procurements of the 
same or similar supplies or services, in­
cluding dates or previous procurements, 
quantities, changes in specifications 
from last purchase, if any, and justifica­
tion for changes in price;

(3) For all contracts involving con­
struction and related engineering serv­
ices, the cost breakdown resulting from 
contract negotiations which was used to 
arrive at the total price or estimated cost 
for fee or profit computation purposes;

(4) For all contracts for the operation 
or management of AEC facilities on a 
cost or CPFF basis, a complete explana­
tion of provisions agreed on for reim­
bursing costs generated elsewhere than 
at the project site, together with com­
plete justification for fixed fee, if any;

(5) For each supply, production, and 
research and development contract, an 
appropriately detailed analysis of cost 
and price reflecting final negotiation, 
with suitable consideration of the poli­
cies and principles stated in FPR Part 
1-3, Part 9-3, and § 9-15.5008, including 
comments showing appropriate review 
and evaluation of major elements of cost 
and price by financial, technical, and 
other qualified personnel;

(6) Names and locations, when avail­
able, of prospective subcontractors and 
estimated amounts of respective subcon­
tracts which will exceed $100,000;

(7) A statement as to whether the 
contract will contain any form of price 
redetermination or escalation, including 
reasons for inclusion or omission;

(8) General types and value of Gov­
ernment property t o be furnished, or 
already furnished to the proposed con­
tractor and w h ich  w ill be used in 
performance of the work;

(9) A statement as to whether the fi­
nancial condition of the proposed con­
tractor is considered satisfactory, 
whether the contract is to be partly or 
wholly financed by Government funds, 
whether guaranteed loans are involved, 
whether the contractor’s accounting sys­
tem is satisfactory and adequate to fur­
nish information required by AEC under 
the contract, and whether or not ac­
counts under the contract are to be 
integrated with AEC accounts (if a per­
formance bond is to be furnished, state 
name of bonding company and amount 
of bond);

(10) A statement as to the technical 
ability and past performance of the pro­
posed contractor (if the contractor is 
presently performing other AEC con­
tracts, state uncompleted contract value, 
status of work thereunder and the effect 
of proposed additional contracts or back­
log on the proposed contract);

(11) The amount of funds available 
and encumbered for the proposed con­
tract, including appropriation, allot­
ment number, subprogram class and 
budget item;

(12) The basis for establishing deliv­
ery requirements or other performance 
schedules;

(13) Any other pertinent data in the 
form of explanations, comments, or com­
parisons concerning any unusual or new 
phases of the procurement or negotia­
tions relating thereto (comments or re­
port of the Division of Finance of the 
Field Office concerned as to the financial 
and pricing aspects of the proposed con­
tract should be included under this para­
graph. Recent and current contracts of 
the contractor with other field offices and 
other Government agencies with partic­

ular emphasis on a comparison of busi­
ness aspects of such contracts with the 
proposed contract should also be com­
mented upon) ; and

(14) In the case of contract actions 
requiring Headquarters approval, the 
name of the A E C  negotiator responsible 
for the transaction, together with his 
telephone number.
§ 9—55.102-3 Procurement by cost-type 

contractors.
(a) A  written justification, consisting 

of all information and data upon which 
it has been determined that the procure­
ment is in the best interests of the Gov­
ernment, shall be required for procure­
ments by cost-type contractors. The 
scope and detail of such justification 
shall be consistent with the nature, dol­
lar value, and complexity of the 
procurement involved.

(b) Except as may be otherwise re­
quired by FPR 1-3.811 (a) (4), a written 
justification is not required when cost- 
type contractors use the competitive bid 
or quotation and award method of pro­
curement, which includes the basic steps 
and objectives set forth in § 9-59.003 (b) 
(1), provided award is made without en­
tering into negotiations.

Subpart 9—55.2— Documentation 
§ 9—55.200 Scope of subpart.

This subpart sets forth the administra­
tive requirements for the establishment 
and maintenance of complete files of 
documents in support of AEC direct and 
cost-type contractor procurement actions 
for equipment, supplies, and services (in­
cluding construction).
§ 9—55.201 Documentation of AEC di­

rect negotiated contracts.
Files of essential documents for sub­

stantially all contracts and modifications 
made without formal advertising, ex­
cept files for small purchases (less than 
$2,500) see Subpart 9-3.6 shall Include 
the following:

(a ) Copy of the procurement directive, 
requisition or other document upon 
which the procurement is based; •

(b) Justification of negotiation re­
quired by § 9-55.102:

(c) Copy of request for proposals, in­
cluding drawings and specifications 
when applicable or references thereto;

(d) List of prospective contractors 
solicited;

Ce) Abstract of proposals both oral 
and written;

(f  ) Copies of written proposals or con­
firming quotations received;

(g) “Findings and Determinations” 
required by Part 9-3;

(h) Basis upon which it has been de­
termined that the contractor was finan­
cially and technically able to perform;

(i) Cost breakdown or other appropri­
ate information used to determine rea­
sonableness of price in making award, 
including a statement on the analysis 
of the price;
. (j ) Approval of appropriate reviewing 

authority when required;
(k) Conformed copy of contract or 

purchase order with specific reference to 
any unusual contract provisions and rea­
sons therefor;
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(l) Related correspondence; and
(m) Copies of any modifications.

§ 9-55.203 Documentation o f AEC pro­
curement through formal advertis­
ing.

The file covering a procurement by 
formal advertising shall include the 
following:

(a) Copy of the procurement directive, 
requisition or other document upon 
which procurement is based;

(b) Copy of the bid invitation;
(c) List of prospective b i d d e r s  

solicited;
(d) Copies of addenda or supple­

mental notices;
(e) Abstract of bids;
(f) Copy of successful bid;
(g) Evaluation of the reasonableness 

of the low bid accepted, including com­
parison with the independent Govern­
ment cost estimate, if applicable;

(h) Copy of notice of award';
(i) Conformed copy of contract;
(j) Copies of unsucessful bids;
(k) Copies of any modifications;
(l) Justification for award to other 

than the low bidder and other circum­
stances justifying award, such as basis 
for making the award in case of equal 
low bids;

(m) If performance or payment bond 
requirements on lump-sum or unit-price 
construction contracts and subcontracts 
do not conform to the requirements of 
Part 9-10, state the reason; and

(n) Related correspondence.
§ 9-55.204 Documentation— c o s t - type 

contractor procurement.
Contracting officers shall assure that 

cost-type contractors establish and 
maintain procurement files which con­
tain those documents essential to present 
an adequate and accurate record of the 
transaction.
§9-55.205 A p p r o v a l  files— cost-type 

contractor procurement.
A file shall be established in the field 

office which will document the review of 
each cost-type contractor procurement 
action submitted for approval to AEC.

PART 9-56—SELECTION OF CON­
TRACTORS BY BOARD PROCESS

Sec.
9-66.000 Scope of part.
9-56.001 Applicability.
9-56.002 Policy, cost-type contractor pro­

curement.

Subpart 9—56. T— Contract Proposal Evaluation 
Boards

9-56.100 Scope of subpart.
9-56.101 Use of Contract Proposal Evalua­

tion Boards.
9-56.102 Purpose of Contract Proposal 

Evaluation Boards.

Subpart 9—56.2 [Reserved!
Subpart 9—56.3 . [Reserved!

Subpart 9—56.4— Policy Governing Particular 
Types of Contracts

9-56.401 Replacement of contractors op­
erating AEC-owned plants or 
laboratories.
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Sec.
9-56.401 Replacement of service-type con­

tractors performing services of a  
continuing nature for the AEC 
at AEC-owned locations.

9-56.403 Selection of new onsite service 
contractors.

9-56.404 Selection of research and develop­
ment contracts for work in com­
mercial facilities.

9-56.405 Selection of contractors for en­
gineering and construction work.

A u t h o r it y  : The provisions of this Part 
9-56 issued under sec. ,161 of the Atomic 
Energy Act of 1954, as amended, 68 Stat. 948, 
42 U.S.C. 2201; sec. 205 of the Federal Prop­
erty and Administrative Services Act of 1949, 
as amended, 63 Stat. 390, 40 U.S.C. 486.

§ 9—56.000 Scope o f part.
This part sets forth AEC policies for 

the use of Contract Proposal Evaluation 
Boards and policies governing particular 
types of contracts.
§ 9—56.001 Applicability.

(a ) The policies and requirements of 
this part are to be used in the selection 
ofi

( 1 ) Operating contractors ; and
(2) Participants under the Power 

Demonstration Program.
(b) Also, they are to be used for con­

tracts estimated to exceed $500,000 in 
the selection of :

(1) Research and development con­
tractors;

(2) Architect-engineer contractors, 
including those for advance engineering;

(3) Cost-type construction contrac­
tors ; and

(4) Any other contractor where a 
judgment of relative technical and 
managerial capabilities of a group of 
firms must be made in which the primary 
objective is the selection of the best 
qualified firm.

(c) The policies and requirements of 
this part shall be used for the selection 
of the contractors for contracts referred 
to in paragraph (b) of this section esti­
mated to cost less than $500,000 when­
ever it is considered likely that later 
phases of the same project will cause the 
contract to exceed $500,000.

(d) The policies and principles of this 
part are also applicable to the selection 
of contractors for contracts estimated to 
cost less than $500,000, however, less 
formal procedures and practices than 
those described in this part may be fol­
lowed, depending on the circumstances 
in each particular selection, at the dis­
cretion of the designating official.

(e) Reserved.
(f ) The policies and requirements of 

this part do not apply to the following:
(1) Extensions of contracts where it 

has been appropriately determined that 
formal selection procedures need not be 
followed;

(2) Formally advertised contracts or 
fixed-price negotiated contracts in which 
price is the primary consideration;

(3) Research and development con­
tracts entered into under the criteria in 
Subpart 9-4.51 or 9-4.52;

(4) Determination as to whether a 
given scope of work should be performed

in AEC-owned or in commercial facil­
ities; and

(5) Determination as to which exist­
ing AEC operating contractor should 
perform a given scope of work.

(g ) In paragraphs (b ), (c), and (d) 
of this section, the $500,000 limit applies 
to the related construction costs for A -E  
contracts. For A -E  contracts, including 
selections for advance engineering work, 
where a related construction cost can­
not be determined, the limit in the pro­
visions applies to estimated contract cost 
of $50,000.
§ 9—56.002 Policy, cost-type contractor 

procurement.
For the selections of subcontractors 

under AEC cost-type contracts of the 
type identified in AECPR 9-56.001 (b ), 
evaluations normally should be made on 
the basis of group judgment by repre­
sentatives experienced in technical and 
business areas appropriate to the re­
quirement, using weighted evaluation 
factors established prior to receipt of 
proposals. Numerical ratings should be 
supplemented with supporting narrative 
explanations of the important judgments 
involved in arriving at such ratings.
Subpart 9-56.1— Contract Proposal 

Evaluation Boards
§ 9—56.100 Scope of subpart.

This subpart sets forth AEC policy, 
concerning the use of Contract Proposal 
Evaluation Boards.
§ 9—50.101 Use of Contract Proposal 

Evaluation Boards.
It is the policy of AEC to use Contract 

Proposal Evaluation Boards in the selec­
tion of contractors for contracts of the 
type referred to in § 9-56.001 (a ) , (b ) , 
and (c ) .
§ 9—56.102 Purpose o f Contract Pro­

posal Evaluation Boards.
The use of Contract Proposal Evalua­

tion Boards is designed to:
(a) Facilitate the selection of contrac­

tors;
(b) Provide for selection of the best 

contractor for a given job;
(c) Insure consistent treatment of 

firms under consideration; and
(d) Help promote mutual understand­

ing between AEC and its prospective 
contractors.

Subpart 9—56.2 [Reserved! 
Subpart 9—56.3 [Reserved!

Subpart 9—56.4— Policy Governing 
Particular Types of Contracts

§ 9—56.401 Replacement of contractors 
operating AEC-owned plants or lab­
oratories.

(a ) Where any of the following con­
ditions exist, contractors operating 
AEC-owned plants or laboratories at 
AEC-owned locations are subject to re­
placement at the time their contracts are 
proposed for extension, and they will not 
be considered for selection to continue 
to operate such plants or laboratories,
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unless that action would be contrary to 
the Government’s interest and if other 
qualified firms are available:

( 1 > Marginal performance;
(2) Conflict of interests between com­

mercial and contract activities when 
found to outweigh the advantages of us­
ing contractors who are demonstrating 
a sufficient interest in the field of atomic 
energy to have maintained their own 
commercial program and thus are assist­
ing in establishing a private, competitive 
nuclear industry ; or

(3) Overconcentration of the firm’s 
activities in the Atomic Energy Commis­
sion’s program.

(b) Where any of the following con­
ditions apply, the normal selection 
process, (i.e., requesting proposals from 
industry and others) will be considered 
for the selection of contractors described 
in paragraph (a) of this section at the 
time such existing contracts are pro­
posed for extension, if qualified firms are 
available:

(1) Where the existing operating con­
tractor’s performance is considered not 
better than average; or

(2) Where the circumstances under­
score the high desirability of giving ade­
quate opportunity to other organiza­
tions to compete for the business of 
supplying services to the AEC,
§ 9—56.402 Replacement of service-type 

contractors performing services of a 
1 continuing nature for the AEC at
! AEC-owned locations.

r The policy set forth in § 9--56.401 
above is applicable to the replacement of 
onsite service-type contractors.
§ 9—56.403 Selection o f new onsite serv­

ice contractors.
' Normally a firm will not be considered 
for selection for an onsite service con­
tract where the work to be performed 
under the AEC contract, together with 
work being performed for other Govern­
ment agencies and others, would place 
the firm in a predominant position in a 
field of industrial activity germane to 
the contract work, unless that action 
would be contrary to the Government’s 
interest and if other qualified firms are 
available.
§ 9—56.404 Selection o f research and de­

velopment contracts for work in com­
mercial facilities.

In selecting recipients of research and 
development work, it is basic AEC policy 
to assign the work where it can be done 
most effectively and efficiently. Where it 
is otherwise appropriate to assign the 
work to a commercial concern, it is also 
the policy of the AEC to make such wide 
distribution of contract awards as will 
encourage broad participation by quali­
fied research and development contrac­
tors performing work in their own facili­
ties in order to:

(a ) Maintain a competitive industrial 
base; and

(b) Prevent firms from attaining a 
predominant position in a major seg­
ment of the atomic energy industry.

RULES AND REGULATIONS
§ 9—56.405 Selection of contractors for 

engineering and construction work.
(a ) It is the policy of the AEC to 

encourage broad participation by quali­
fied architect-engineers and construc­
tors in the atomic energy programs to 
the fullest extent practicable in order to :

(1) Avoid undue concentration of 
work with any firm or group of firms in 
a particular field of work (architect- 
engineer or construction) ; and

(2) Develop and maintain a broad 
base of contractors with atomic energy 
experience and/or nuclear capability 
which may be used for AEC or commer­
cial requirements.

(b) A  firm currently under contract 
to AEC or to a cost-type AEC contractor 
shall not be invited to submit a proposal 
for work in the same field if the pro­
posed project would be performed con­
currently with the existing contract and 
if the estimated cost of the new con­
struction work involved is in excess of 
$10 million or the estimated cost of the 
architect-engineer services is in excess 
of $1 million where a construction cost 
estimate cannot be determined. If, for 
cogent reasons, the designating official 
believes that such a firm should be 
invited, approval shall be obtained from 
the Division of Contracts. This require­
ment shall not apply to:

(1) Firms currently engaged only on 
AEC fixed-price construction contracts 
awarded as a result of formal advertising 
or invited bids;

(2) Any firm currently engaged on 
AEC contracts in the same field, the total 
of which involves construction costs of 
less than $10 million; or

(3) Any architect-engineer firm after 
it has completed title II work, exclusive 
of checking shop drawings, even though 
it still has title III inspection services to 
perform.

(c) Normally, only those firms which 
are compatible with the size and com­
plexity of the job requirements should 
be invited ; that is, for a small relatively 
simple job, firms whose resources and 
qualifications are far in excess of the 
job requirements should not be solicited, 
and where size and simplicity of the job 
permit, invitees should be limited to the 
geographic area of the job.

PART 9-59— ADMINISTRATION OF 
COST-TYPE CONTRACTOR PRO­
CUREMENT ACTIVITIES

Sec.
9-59.000 Scope of part.
9-59.001 General.
9-59.002 Responsibility of contracting offi­

cers.
9-59.003 Policies for cost-type contractor 

procurement.
9-59.004 AECPR-FPR provisions pertaining 

to cost-type contractor procure­
ment.

9-59.005 Procedures for handling mistakes 
under cost-type contractor pro­
curement.

9-59.006 Procurement from contractor- 
controlled sources.

A u t h o r i t y : The provisions of this Part
9-59 issued under sec. 161 of the Atomic

Energy Act of 1954, as amended, 68 Stat. 948 
42 U.S.C. 2201; sec. 205 of the Federal Prop­
erty and Administrative Services Act of 1949 
as amended, 63 Stat. 390, 40 U.S.C. 486.

§ 9—59.000 Scope o f part.
This part establishes AEC policy and 

requirements for administration of cost- 
type contractor procurement.
§ 9—59.001 General.

(a ) AEC utilizes cost-type contractors 
for the operation of its facilities, for the 
performance of research and develop­
ment, and for other services. Such con­
tractors are generally selected for tech­
nical and managerial capabilities, and 
are expected to make full use thereof in 
order to achieve the flexibility and high- 
quality products and services required for 
AEC programs.

(b) Procurement activities of AEC 
cost-type contractors are governed by 
the requirements of applicable contract 
provisions. Federal Procurement Reg­
ulations generally are not directly appli­
cable to AEC cost-type contractors. 
There are, however, requirements of cer­
tain Federal laws, executive orders, and 
regulations, including Federal Procure­
ment Regulations, which pertain to pro­
curements by cost-type contractors. 
These requirements, together with im­
plementing AEC Procurement Regula­
tions, and certain additional AECPR’s 
which apply ta contractor procurement, 
are listed in § 9-59.004. In addition, AEC 
has established certain procurement 
policies for its cost-type contractors. 
These are found in § 9-59.003.
§ 9—59.002 Responsibility of contract­

ing officers.
(a ) Contracting officers are responsi­

ble for assuring that procurement by 
cost-type contractors conforms to con­
tract requirements and provides effective 
and timely support to agency programs. 
In carrying out this responsibility, con­
tracting officers: ( I )  Assure that AEC 
cost-type contracts include those provi­
sions required by law or regulations, and 
such other provisions as are appropriate 
to implement AEC policies and require­
ments; (2) review contractor procure­
ment systems (including policies) as re­
quired by this section and in accordance 
with the provisions of their contracts;
(3) review individual procurement ac­
tions of certain types or above stated dol­
lar levels established in accordance with 
Subpart 9-51.2; and (4) make periodic 
appraisals of the contractor’s perform­
ance of the procurement function in 
accordance with criteria established by 
the Director, Division of Contracts.

(b ) Contracting officers shall require 
cost-type contractors to submit written 
descriptions of procurement systems and 
methods used or proposed to be used in 
the contract work when:

(1) The contract is for the construc­
tion, operation, or maintenance of an 
AEC facility (including research and de­
velopment facilities) which is segregated 
from the contractor’s regular business; 
or.
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(2) The contract provides for substan­
tial procurement services incident to the 
construction of AEC facilities; or

(3) The contractor has set up a sepa­
rate supply function under AEC con­
tracts; or

(4) Expected procurement is consid­
ered sufficiently significant by the con­
tracting officer to warrant such action.

(c) In reviewing cost-type contractor 
descriptions of procurement systems and 
methods, contracting officers shall assure 
that such statements are not inconsistent 
with this part.
§9-59.003 Policies for cost-type con­

tractor procurement.
The following policies are established 

for cost-type contractor procurement. 
Within these policies it is expected that 
procurement systems and methods will 
vary according to the types and kinds of 
procurement to be made, the needs of the 
particular programs, and the experience, 
methods, and practices of the particular 
contractor. In the development of pro­
curement systems and methods, contrac­
tors should be encouraged to make maxi­
mum utilization of their experience and 
initiative to the extent consistent with 
the requirements of this part.

(a) Procurement systems and meth­
ods utilized for AEC contract work should 
be well defined and consistently applied 
and should accord with good business 
practices for the type and amount of 
procurement involved.

(b) Procurement should be effected in 
the manner most advantageous to the 
Government—price, quality, and other 
factors considered. In order to assure this 
objective and the award of business on an 
impartial basis, procurement (from  
sources other than Government sources) 
shall be effected by methods calculated 
to assure such full and free competition 
as is consistent with securing the re­
quired supplies and services. Generally, 
procurement actions are carried out 
through one of the following methods;

(1) Competitive bids or quotations and 
award. The competitive bid or quotation 
aQ(l award method of procurement, 
which normally assures the greatest de­
gree of full and free competition, gen­
erally involves the following basic steps 
and objectives:

(i) Preparation of invitations for bids 
or requests for quotations setting forth 
the contract terms and conditions and 
describing the requirement clearly, ac­
curately, and completely, but avoiding 
unnecessarily restrictive specifications or 
requirements.

(ii) Publicizing such invitations or 
requests by distribution to a reasonable

Prospective bidders and by 
2, . r means as may be appropriate, 

jn sufficient time to permit the prepara-
on and submission of bids or quotations 

time set for opening or receipt
i bids or quotations.

*U) ^ an® ing bids or quotations in a 
trpof Cr Ŵ cl1 Provides fair and equal 

to all prospective contractors, 
tiv* ^ aking an award to the prospec- 
rn« «2° , ract°r whose bid or quotation, 
will Krnung the invitation or request, 
mfmf6 m.os*' advantageous to the Govem- 

• Price and other factors considered.

However, if upon evaluation of written 
bids or quotations it is determined to be 
in the best interests of the Government 
to enter into negotiations with prospec­
tive contractors before award, such nego­
tiations should be conducted in accord­
ance with (?) below with respect to 
according fair and equal treatment to 
prospective contractors.

(2) Negotiation. Procurement by this 
method normally should be conducted by 
competitive negotiations through the 
solicitation and evaluation of proposals, 
from an adequate number of qualified 
sources to assure effective competition, 
consistent with securing the required 
supplies or services. Negotiated procure­
ment involves advance planning, descrip­
tion of procurement and delivery require­
ments, and consideration of the effect 
these requirements may have on prices 
and competition. Requests for proposals 
should describe the property or services 
required as completely as possible; allow 
sufficient time for the submission of pro­
posals;. and establish a closing date for 
receipt of proposals. Proposals should be 
handled in a manner which provides fair 
and equal treatment to all prospective 
offerors. Selection of offerors for nego­
tiation and award shall be consistent with 
FPR 1-3.805 and § 9-3.805.

(c) Price or cost analyses shall be per­
formed in accordance with the require­
ments of PPR 1-3.807 and §9-3.807, 
Pricing Techniques and FPR 1-3.809 and 
§ 9-3.809, Contract audit as a pricing aid. 
Profits and fees paid shall be consistent 
with limitations established in § 9-3.808- 
51.

(d) Supplies and services normally 
should be procured through the use of 
suitable specifications, standards, and/or 
purchase descriptions which clearly and 
accurately describe the supplies or serv­
ices to be procured. If such specifications, 
standards, and/or purchase descriptions 
are not available and it is impractical or 
uneconomical to prepare them, “brand 
name or equal” descriptions may be used, 
provided the particular physical, func­
tional, or other characteristics of the 
brand name item which are deemed es­
sential are clearly identified and 
described.

(e) A  fair proportion of supplies and 
services shall be procured from small 
business concerns.

( f ) The need for access authorizations 
to classified information shall not be a 
limiting factor in obtaining competition 
except where time will not permit secur­
ing additional access authorizations.

(g) Awards shall be made only to re­
sponsible prospective contractors. Awards 
shall not be made to firms or individuals 
on the AEC List of Disqualified Bidders 
and Ineligible Contractors.

(h) Selection of the type of contract to 
be used should be based on consideration 
of the nature of the supplies and services 
required and other circumstances sur­
rounding the procurement. The cost- 
plus-percentage-of-cost system of con­
tracting shall not be used in any event.

(i) Small purchases (less than $2,500) 
should be made by methods designed to
(1) obtain fair and reasonable prices,
(2) reduce administrative costs of mak­
ing such purchases to the minimum re­

quired to establish the propriety of plac­
ing the order at the price paid with the 
supplier concerned, and (3) improve op­
portunities for small business concerns 
within the local trade area to obtain a 
fair proportion of purchases.

(j) Subcontracts and purchase orders 
for supplies and services for the AEC  
work normally should include provisions 
for resolving disputes to the same extent 
and in the same manner as in similar 
AEC direct contracts. A  disputes clause 
which can be used to carry out this policy 
is set forth in § 9-7.5004-3 (b ) .
§ 9—59.004 AECPR—FPR provisions per­

taining to cost-type contractor pro­
curement.

The AECPR-FPR provisions referenced 
below pertain to cost-type contractor 
procurements and are listed in this part 
to facilitate administration. Some of 
these provirions are implementations of 
statutory or other requirements and 
AEC-wide policies, which provide little or 
no basis for the exercise «of judgment. 
However, to the extent such provisions 
permit or provide for the exercise of 
judgment, contracting officers should be 
guided by good business practice and the 
best interests of the Government.

Subject
Federal Paper Specifica­

tions..
Contingent Fees__________
Small Business and Labor 

Surplus Area Concerns.

Qualified Products-----------
Organizational Conflicts 

of Interest.
Price Negotiation Policies 

and Techniques.
Subcontracting Policies 

and Procedures.
Livestock Products______
Indemnity Representa­

tion.
Measurement Differences, 

SSNM Transfers.
Enriched Uranium Agree­

ments.
Multiyear Procurement__
Special and Directed 

Sources.
Foreign Purchases________

C lauses_________________ _

Termination ------------------
Patents and Copyrights—

Bonds and Insurance____
Taxes____________ ________

Labor _____________________
Cost Principles-__________
Construction____________

Contract Finance.

Approval of Contracts—

Reference 
9-1.305-1 (b ).

9-1.501.
9-1.710-1 (a ) and 

( c ) , 9-1.702(b) 
(2 ), 1-1.805-1. 

9-1.11.
9-1.5408.

1-3.8, 9-3.800.

1-3.9,9-3.90L

9-4.601.
9-4.5008.

9-4.5300.

9-4.5400.

9-4.5500. 
1-1.319, 9-5.000.

9-6.100, 9-6.800, 
0-18.600.

9-7.000-50,9-14.- 
5002, 9-7.5003 
(c ).

9-8.000.
9-9.5001, 9-9.-

5101.
9-10.000.
9-11.203, 9-11.-

350, 9-11.4.
9-12.000, 1-12.8.
9-15.50.
9-18.150, 1-18.-

305(b), 9-18.-
305, 9-18.50, 9- 
18.108.

1-30.4, 1-30.5, 9- 
30.4, 9-30.5, 9- 
30.7.

9-51.200, 9-51.-
400, 9-51.500,
9-51.600.

Procedures for handling 9-59.005. 
mistakes under cost- 
type contractor pro­
curement.

Contractor-controlled 9-59.006. 
sources.

Subcontractor Selection- 9-56.002, 9-56.-
405.
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Subject
Records and Reports

Reference
Small Business and Labor 

Surplus Reports. 
Possible Antitrust Viola­

tions.
Identical Bids____________
Dissemination of Procure­

ment Information.
Contract Reporting______
Justifications____________ .

9-1.709,9-1.807.

9-1.901.

9-1.1603.
9-3.103.

9-54.
9-55.102-3, 9-55.- 

204.

§ 9—59.005 Procedures for handling 
mistakes under cost-type contractor 
procurement.

(a ) Managers of Field Offices may 
authorize the withdrawal of bids or the 
correction of mistakes in bids submitted 
to, and contracts awarded by, cost-type 
contractors in accordance with this 
section.

(1) Contractors may permit the with­
drawal of bids upon a showing of clear 
and convincing evidence of the alleged 
mistake.

(2) Contractors may correct obvious 
clerical errors in bids disclosed prior to 
award, regardless of amount.

(3) Except as provided in paragraph
(4) of this section, contractors may cor­
rect other mistakes in bids and contracts 
as provided in this section.

(4) Managers’ of Field Offices approval 
shall be required for:

(i) Any corrections of mistakes which 
would cause the bid or contract price 
(a) to exceed that of the second low bid, 
or (b) to displace one or more lower 
acceptable bids;

(ii) Any corrections of mistakes in 
bids, other than obvious clerical errors, 
in procurement actions which require 
AEC approval;

(iii) Any correction of mistakes in 
contracts disclosed after award which 
exceed $1,000; and

(iv) Any rescission of a contract.
(b) Corrections of mistakes are au­

thorized under paragraph (a) (3) and
(4) of this section when:

(1) There is clear and convincing evi­
dence to support both the assertion of a 
mistake and the amount thereof;

(2) The mistake was made in good 
faith;

(3) The mistake is of such a nature 
that correction thereof is justified by 
considerations of fair dealing; and

(4) The mistake is of the type that 
would be corrected under the contrac­
tor’s private procurement practices, or 
with respect to mistakes in bids in excess 
of $1,000, or which otherwise require ap­
proval of Managers of Field Offices, a de­
termination is made that relief would be 
granted under applicable Federal law.

(c) The authority of this section may 
not be used to make a bid responsive.

(d) Where rescission is an appropriate 
remedy, the Manager may authorize a 
modification in a specific amount, or ap­
prove revisions in other terms and condi­
tions, in lieu of rescission.

(e) Where a contract is executed or 
work is continued after assertion of a 
mistake, the alleged mistake may be con­
sidered on its merits as of the time it was 
asserted, provided the contract was exe­
cuted or the work continued pursuant to 
an understanding that such action did 
not constitute a waiver of any rights.

(f ) Corrections of mistakes or other 
remedial actions taken pursuant to this 
section shall be documented by a written 
statement setting forth the circum­
stances and basis for such action and 
shall be made a part of the procurement 
file.

(g) When correction of mistakes or 
other relief cannot be granted under the 
criteria of this section, Managers of Field 
Offices may deny the request or forward 
the file to the Director, Division of Con­
tracts, with their recommendation for 
action.
§ 9—59.006 Procurement from contrac­

tor-controlled sources.
(a) When a cost-type contractor 

maintains a separate procurement func­
tion for performance of work in AEC 
facilities on AEC sites, procurement from 
contractor-controlled sources (any divi­
sion, subsidiary, or affiliate of the con­
tractor under a common control) may be 
treated in the same manner as procure­
ment from other sources provided:

(1) The procurement is made under 
the same terms and conditions as would 
apply if the purchase was from a third 
party;

(2) The procurement is made in ac­
cordance with policies and procedures

particularly designed to permit fair and 
open competition which have been ap­
proved by the contracting officer; and

(3) The procurement is made in a 
manner which results in legally enforce­
able terms and conditions.
When any of the conditions above cannot 
be met, procurements involving contrac­
tor-controlled sources should be made di­
rectly by, or with the prior approval of 
AEC.

(b) Guidance with respect to  reim­
bursement for procurements or transfers 
from contractor-controlled sources by 
cost-type contractors other th a n  those 
identified in paragraph (a) of this sec­
tion is set forth in § 9-15.5010-19. In 
these cases adequate provisions should be 
made to give the Government the bene­
fit of customary warranties and protec­
tion against patent infringement ap­
plicable under the circumstances.

(c) Subcontracts for -performance of 
contract work itself (as distinguished 
from procurement of supplies and serv­
ices needed in connection with the per- 
fonpance of work) require AEC author­
ization which may involve an adjust­
ment of the contractor’s fixed fee (see, 
for example, § 9-7.5006-56, Note (a)). If 
the cost-type contractor seeks authoriza­
tion to have some part of the contract 
work performed by a contractor-con­
trolled source, and the contractor’s per­
formance of that work was a factor in 
the negotiated fixed fee, AEC approval 
would normally require (1) that the con­
tractor-controlled source perform such 
work on a cost basis without profit or 
(2) an equitable downward adjustment 
to the contractor’s (i.e., the contracting 
component’s) fixed fee.

Effective date. These regulations are 
effective upon publication in the F e deral  

R e g is t e r .

Dated at Germantown, Md., this 17th 
day of September 1969.

For the U.S. Atomic Energy Commis­
sion.

J o s e p h  L . S m it h , 
Director, Division of Contracts.

[F.R. Doc. 69-11303; Filed, Sept. 26, 1969;
8:45 a.m.]
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