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1. DEFINITIONS

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

(a) The term “head of the agency” or “Secretary” means the Secre-
tary, the Under Secretary, any Assistant Secretary, or any other head or
assigtant head of the executive or military department or other Federal
agency; and the term “his duly authorized representative” means any
person or persons or board (other than the Contracting Officer) author -
ized to act for the head of the agency or the Secrefary.

(b) The term “Contracting Officer” means the person executingthis
contract on behalf of the Government, and any other officer or civilian
employee who is a properly designated Contracting Officer;and the term
includes, except as otherwise provided in this contract, the authorized
representative of a Contracting Officer acting within the limits of his
authority.

(c) Except as otherwise provided inthis contract, the term “subcon-
tracts” includes purchase orders under this contract.

2. CHANGES

The Contracting Officer may at any time, by a written order, and
without notice to the sureties, make changes, within the general scope of
this contract, inany one or more of the following: (i) Drawings, designs,
or specifications, where the supplies to be furnished are to be specially
manufactured for the Government inaccordance therewith; (ii) method of
shipment or packing; and (ili) place of delivery. If any such change
causes an increase or decrease in the costof, or the time required for,
the performance of any part of the work under this contract, whether
changed or not changed by any suchorder,an equitable adjustment shall
be made in the contract price or delivery schedule, or both, and the con-
tract ghall be modified in writing accordingly. Any claim by the Con-
tractor for adjustment under this clause mustbe asserted 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 as-
serted atany time prior tofinal paymentunder this contract. Where the
cost of property made obsolete or excess as a result of a change is in-
cluded in the Contractor’s claim for adjustment, the Contracting Officer
shall have the right to prescribe the manner of disposition of such prop-
erty. Failure to agree to any adjustment shall bea dispute concerning a
question of fact within the meaning of the clause of this contract entitled
“Disputes.” However, nothing in this clause shall excuse the Contractor
from proceeding with the contract as changed.

3. EXTRAS

Except as otherwise provided in this contract,nopayment for extras
shall be made unless such extras and the price therefor have been au-
thorized in writing by the Contracting Officer.

4. VARJATION IN QUANTITY

No variation in the quantity of any item called for by this contract
will be accepted unless such variation has been caused by conditions of
loading, shipping, or packing, or allowances in manufacturing processes,
and then only to the extent, if any, specified elsewhere in this contract.

5. INSPECTION

(a) All supplies (which term throughout this clause includes without
limitation raw materials, components, intermediate assemblies, and
end products) shall be subject to inspection and test by the Government,
to the extent practicable at all times and places including the period of
manufacture, and in any event prior to acceptance.

(b) In case any supplies or lots of suppliesare defective in material
or workmanship or otherwise not inconformity with the requirements of
this contract, the Government shall have the right either to reject them
(with or without instructions as to their disposition) or to require their
correction. Supplies or lots of supplies which have been rejected or

required to be corrected shall be removed or, if permitted or required
by the Contracting Officer, corrected in place by and at the expense of
the Contractor promptly after notice,and shall not thereafter be tendered
for acceptance unless the former rejection or requirementof correction
is disclosed. If the Contractor fails promptly to remove such supplies
or lots of supplies whichare required tobe removed, or promptly to re-
place or correct suchsupplies or lots of supplies, the Government either
(1) may by contract or otherwise replace or correct such supplies and
charge to the Contractor the cost occasioned the Government thereby;
or (il) may terminate this contract for default as provided. in the clause
of this contract entitled “Default.” Unless the Contractor corrects or
replaces such supplies within the delivery schedule, the Contracting Of~
ficer may require the delivery of such supplies at a reduction in price
which is equitable under the circumstances. Failuretoagree to such re-
duction of price shall be a dispute concerning a question of fact within
the meaning of the clause of this contract entitled “Disputes.”

(c) If any inspection or testis made by the Government on the prem-
ises of the Contractor or a subcontractor, the Contractor without addi-
tional charge shall provide all reasonable facilities and assistance for the
safety and convenience of the Government inspectors in the performance
of their duties. If Government inspectionor testis made at a point other
than the premises of the Contractor or a subcontractor, it shall be at the
expense of the Government exceptas otherwise providedin this contract:
Provided, That in case of rejection the Government shall not be liable
for any reduction in value of samples used in connection with such in-
spection or test. All inspections and tests by the Government shall be
performed in such a manner as not to unduly delay the work. The Gov-
ernment reserves the right to charge to the Contractor any additional
cost of Government inspection and test when supplies are not ready at
the time such inspection and test is requested by the Contractor or when
reingpection or retest is necessitated by prior rejection. Acceptance
or rejection of the supplies shall be made as promptly as practicable .
after delivery, except as otherwise provided inthis contract; but failure
to inspect and accept or reject supplies shall neither relieve the Con~
tractor from responsibility for such supplies as are not in accordance
with the contract requirements nor impose liability on the Government
therefor.

(d) The inspection and test by the Government of any supplies or lots
thereof does notrelieve the Contractor from any responsibility regarding
defects or other fallures to meet the contract requirements which may
be discovered prior to acceptance. Except asotherwise providedin this
contract, acceptance shall be conclusive exceptas regards latent defects,
fraud, or such gross mistakes as amount to fraud.

(e) The Contractor shall provide and maintain an inspection system
acceptable to the Government covering the supplies hereunder. Records
of all inspection work by the Contractor shall be kept complete and
available to the Government during the performance of this contract and
for such longer period as may be specified elsewhere in this contract.

6. RESPONSIBILITY FOR SUPPLIES

Except as otherwise provided in thig contract, (i) the Contractor shall
be responsible for the supplies covered by this contract until they are de-
livered at the designated delivery point, regardless of the point of in-
spection; (ii) after delivery tothe Governmentatthe designated point and
prior to acceptance by the Government or rejection and.giving notice
thereof by the Government, the Government shall be responsible for the
loss or destruction of or damage to the supplies only if such loss, de-
struction, or damage results from the negligence of officers, agents, or
employees of the Government acting within the scope of their employ-~
ment; and (iii) the Contractor shall bear all risks as to rejected supplies
after notice of rejection, except that the Government shall be responsible
for the loss, or destruction of, or damage to the supplies only if such
loss, destruction or damage results from the gross negligence of offi-
cers, agents, or employees of the Government acting within the scope of
thelr employment.
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7. PAYMENTS

The Contractor shall be paid, upon the submission of proper invoices
or vouchers, the prices stipulated herein for supplies delivered and ac~
cepted or services rendered and accepted, less deductions, if any, as
herein provided. Unless otherwise specified, payment will be made on
partial deliveries accepted by the Government when the amount due on
such deliveries go warrants; or,when requestedby the Contractor, pay-
ment for accepted partial deliveries shall be made Whenever such pay-
ment would equal or exceed either $1,000 or 50 percent of the total
amount of this contract.

8. ASSIGNMENT OF CLAIMS

(a) Pursuant to the provisions of the Assignment of Claims Act of
1940, as amended (31 U. 8. Code 203, 41'U. S. Code 15), if this contract
provides for payments aggregating $1,000 or more, claims for monies
due or to become due the Contractor from the Government under this
contract may be assigned to a bank, trust company, or other financing
institution, including any Federal lending agency, and may thereafter be
further assigned and reassigned to any such institution. Any such as~
signment or reassignment shall cover all amounts payable under this
contract and not already paid, and shall not be made to more than one
party, except that any such assignment or reassignment may be made to
one party as agent or trustee for two or more parties participating in
such financing. Notwithstanding any provisions of this contract, payments
fo an assignee of any monies due or to become due under this contract
shall not, to the extent provided in said Act, as amended, be subject to
reduction or set-off. (The preceding sentence applies only if this con~-
tract ig with the Department of Def: e, the General Services Adminis-
tration, the Atomic Energy Commission, or any other department or

agency of the United States designated by the President pursuant to clause

4 of the proviso of section1of the Agsignment of Claims Act of 1940, as
amended by the Act of May 15, 1951, 65 Stat. 41.)

(b) In no event shall copies of this contractor of any plans, specifi-
cations, or other similar documents relating to workunder this contract,
if marked “Top Secret,” “Secret,” or ¢Confidential,” be furnished to any
agsignee of any claim arising under this contractor to any other person
not entitled to receive the same: Provided, That a copy of any part or
all of this contract so marked may be furnished, or any information
contained therein may be disclosed, to such assignee upon the prior
written authorization of the Contracting Officer. (See General Provision
33 - “Security Requirements.”)

9. ADDITIONAL BOND SECURITY

If any surety upon any bond furnished in connection with this contract
becomes unacceptable to the Government, or if any such surety fails to
furnish reports as to his financial condition from time to time as re-
quested by the Government, the Contractor shall promptly furnish such
additional security as may be required from time to time to protect the
interests of the Government and of persons supplyinglabor or materials
in the prosecution of the work contemplated by this contract.

10. FEDERAL, STATE, AND LOCAL TAXES (The provisions of this
clause shall be applicable only if the amount of the contract ex-
ceeds $2,500.00)

(a) As used throughout this clause, the term “tax inclusive date”
means the date of negotiated contracts and the date set for the opening of
bids for contracts entered into through formal advertising. As to addi-
tional supplies or services procured by modification to this contract, the
term “tax inclusive date” means the date of such modification.

(b) Except as may be otherwise provided in this contract, the con-
tract price includes all Federal, State,and local taxes and duties in effect
and applicable to this contract on the tax inclusive date, except taxes
(other than Federal transportation taxes) from which the Government, the
Contractor, or the transactions or property covered by this contract are
then exempt. Unless specifically excluded, duties are included in the
contract price, and, if freight is included in the contract price, Federal
transportation taxes are likewise included.

{c) (1) If the Contractor is required to pay or bear the burden

(1) of any tax or duty,which either was not to be included in the
contract price pursuant tothe requirements of paragraph (b), or was
specifically excluded from the contract price by a provision of this
contract; or

(i1) of an increase inrate ofanytaxor duty, whether or not such
tax or duty was excluded from the contract price;

or of any interest or penalty thereon, the contract price shall be cor-

respondingly increased; provided that the Contractor warrants in

writing that no amount for such tax, duty, or rate increase was in-
cluded in the contract price as a contingency reserve or otherwise; and
provided further that liability for such tax, duty, rate increase, in-
terest, or penalty was not incurred through the fault or negligence of
the Contractor or his failure to follow instructions of the Contracting Of-
ficer.

(2) If the Contractor is not required to pay or bear the burden,
or obtains-a refund or drawback, in whole or in part, of any tax, duty, in-
terest, or penalty which (i) was to be included in the contract price
pursuant to the requirements of paragraph (b), (ii) was included in the
contract price, or (iii) was the basis of an increase in the contract
price, the contract price shall be correspondingly decreased or the
amount of such relief, refund, or drawback shall be paid to the Gov-
ernment, as directed by the Contracting Officer. The contract price

also shall be correspondingly decreased if the Contractor, through its
fault or negligence or its failure to follow instructions of the Con~
tracting Officer, is required to pay or bear the burden, or does not
obtain a refund or drawback of any such tax, duty, interest, or penalty.
Interest paid or credited to the Contractor incident to a refund of taxes
ghall inure to the benefit of the Government to the extent that such in-
terest was earned after the Contractor was paid or reimbursed by the
Government for such taxes.

(3) Invoices or vouchers coveringany adjustment of the contract
price pursuant to this paragraph (c) shall set forth the amount thereof
as a separate item and shall identify the particular tax involved.

(4) Nothing in this paragraph (c) shall be applicable to social
security taxes; net income taxes; excess profit taxes; capital stock
taxes; Federal transportation taxes, except changes in the rate thereof,
including repeal, pertaining to shipments from the Contractor to the
Government; unemployment compensation taxes; or any State and local
taxes, except those levied on or measured by the contract or sales
price of the services or completed supplies furnished under this con-
tract, including gross income taxes, gross receipts taxes, sales and
use taxes, excise taxes, or franchise or occupation taxes measured by
gales or receipts from sales.

(5) No adjustment of less than $100 shall be made in the contract
price pursuant to this paragraph.

(d) Unless there does not exist any reasonable basis to sustain an
exemption, the Government agrees upon request of the Contractor, with-
out further liability exceptas otherwise providedinthis contract, to fur-
nish evidence appropriate to establish exemption from (i) any Federal
tax, which the Contractor warrants in writing was excluded from the con-
tract price, or (il) any State or local tax; provided that evidence appro-
priate to establish exemption from duties will be furnished, and Govern-
ment bills of lading will be issued, only at the discretion of the Con-
tracting Officer. In addition, the Contracting Officer may furnish evi-
dence appropriate toestablish exemptionfromany tax that may, pursuant
to this clause, give rise toeither anincrease or decrease in the contract
price.

(e) (1) The Contractor shall promptly notify the Contracting Officer
of all matters pertaining to Federal, State, and local taxes and duties
that reagonably may result in either anincrease or decrease in the con-
tract price.

(2) Whenever an increase or decrease inthe contractprice may
be required under this clause, the Contractor shall take action as di-
rected by the Contracting Officer, and the contract price shall be
equitably adjusted to cover the costs of such action, including any in-
terest, penalty, and reasonable attorney’s fees.

11, DEFAULT

(a) The Government may, subject to the provisions of paragraph (c)
below, by written notice of default to the Contractor, terminate the whole
or any part of this contract in any one of the following circumstances:

(i) if the Contractor fails to make delivery of the supplies or to
perform the services within the time specified hereinor any exten-
sion thereof; or

(11) if the Contractor fails toperformany of the other: provisions
of this contract, or so fails to make progress as to endanger per-
formance of this contract inaccordance withits terms, and in either
of these two circumstances does not cure suchfailure within a peri-
od of 10 days (or such longer periodas the Contracting Officer may
authorize in writing) after receipt of notice fromthe Contracting Of-
ficer specifying such failure.

(b) In the event the Government terminates this contractin whole or
in part as provided in paragraph (a) of this clause, the Government may
procure, upon such terms and in such manner as the Contracting Officer
may deem appropriate, supplies or services similar to those so ter-
minated, and the Contractor shall be liable tothe Government for any ex-
cess costs for such similar supplies or services: Provided, That the
Contractor shall continue the performance of this contract to the extent
not terminated under the provisions of this clause.

(c) Except with respectto defaults of subcontractors, the Contractor
shall not be liable for any excess costs if the failure to perform the con-
tract arises out of causes beyond the control and without the fault or
negligence of the Contractor. Such causes may include, but are not re-
stricted to, acts of God or of the public enemy, acts of the Government
in either its sovereign or contractual capacity, fires, floods, epidemics,
quarantine restrictions, strikes, freight embargoes, andunusually severe
weather; but in every case the failure to perform must be beyond the
control and without the fault or negligence of the Contractor. If the
failure to perform is caused by the default of a subcontractor, and if
such default arises out of causes beyond the control of both the Con~-
tractor and subcontractor, and without the fault or negligence of either
of them, the Contractor shall not be liable for any excess costs for fail-
ure to perform, unless 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.

(d) If this contract is terminated as provided in paragraph {a) of
this clause, the Government, in addition to any other rights provided in
this clause, may require the Contractor to transfer tle and deliver to
the Government, in the manner and to the extent directed by the Con~
tracting Officer, (i) any completed supplies, and (i) such partially com~
pleted supplies and materials, parts, tools, dies, jigs, fixtures, plans,
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drawings, inférmation, and contract rights (hereinafter called “manu-
facturing materials”) as the Contractor has specifically produced or
specifically acquired for the performance of such part of this contract
as has been terminated; and the Contractor shall, upon direction of the
Contracting Officer, protect and preserve property in possession of the
Contractor in which the Government has an interest. Payment for
completed supplies delivered to and accepted by the Government shall
be at the contract price. Payment for manufacturing materials de-
livered to and accepted by the Government and for the protection and
preservation of property shall be in an amount agreed upon by the Con-
tractor and the Contracting Officer; failure to agree to such amount
shall be a dispute concerning a question of fact within the meaning of
the clause of this contract entitled “Disputes.” The Government may
withhold from amounts otherwise due the Contractor for such com-
pleted supplies or manufacturing materials such sum as the Contract-
ing Officer determines tobe necessary toprotectthe Government against
loss because of outstanding liens or claims of former lien holders.

(e) If, after notice of termination of this contract under the pro-
visions of this clause, it is determined for any reason that the Contractor
wag not in default under the provisions of this clause, or that the default
was excusable under the provisions of this clause, the rights and ob-
ligations of the parties shall, if the contract contains a clause providing
for termination for convenience of the Government, be the same as if
the notice of termination had been issued pursuant to such clause.

If, after notice of termination of this contract under the provisions
of this clause, it is determined for any reason that the Contractor was
not in default under the provisions of this clause, and if this contract
does not contain a clause providing for termination for convenience of
the Government, the contract shall be equitably adjusted to compensate
for such termination and the contract modified accordingly; failure to
agree to any such adjustment shall be a digpute concerning a question of
fact within the meaning of the clause of this contract entitled “Disputes.”

(f) The rights and remedies of the Government provided in this
clause shall not be exclusive and are in addition to any other rights
and remedies provided by law or under this contract.

12, DISPUTES

(a) Except as otherwise provided in this contract, any dispute
concerning a question of fact arising under this contract which is not
disposed of by agreement shall be decided by the Contracting Officer,
who shall reduce his decision to writing and mail or otherwise furnish
a copy thereof to the Contractor. The decision of the Contracting Of -
ficer shall be final and conclusive unless, within 30 days from the date
of receipt of such copy, the Contractor mails or otherwise furnishes
to the Contracting Officer a written appeal addressed to the Secre-
tary. The decision of the Secretary or his duly authorized representa-~
tive for the determination of such appeals shall be final and conclu-
sive unless determined by a court of competent jurisdiction to have
been fraudulent, or capricious, or arbitrary, or so grossly erroneous
as necessarily to imply bad faith, or not supported by substantial evi-
dence. In connection with any appeal proceeding under this clause,
the Contractor shall be afforded an opportunity to be heard and to offer
evidence in support of its appeal. Pending final decision of a dispute
hereunder, the Contractor shall proceed diligently with the perform-
ance of the contract and in accordance with the Contracting Officer’s
decision.

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

13, WORK HOURS ACT OF 1962--OVERTIME COMPENSATION

This contract, to the extent that itis of a character specified in the
Work Hours Act of 1962 (Public Law 87-581, 76 Stat. 357-360) and is
not covered by the Walsh-Healey Public Contracts Act (41 U.S.C, 35-45),
is subject to the following provisions and toall other provisions and ex-
ceptions of said Work Hours Act of 1962.

(a) No contractor or subcontractor contracting for any part of the
contract work shall require or permit any laborer or mechanic to be
employed on such work in excess of eight hours in any calendar day or
in excess of forty hours in any workweek'unless such laborer or me-
chanic receives compensation at a rate not less than one and one-half
times his basic rate of pay for all hours worked in excess of eight hours
in any calendar day or inexcess of forty hours in such workweek, which-
ever 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 suchviolation shall
be liable toany affected employee for his unpaid wages. In addition, such
contractor or subcontractor shall be liable to the United States for lig-
uidated 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 suchemployee was required or permitted to work in excess
of elght hours or inexcess of forty hours in a workweek without payment
of the required overtime wages.

(¢) The Contracting Officer may withhold, or cause to be withheld,
from moneys payable on account of workperformedby the contractor or
subcontractor, the full amount of wages required by this contract and
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such sums as may administratively be determined to be necessary to
satisfy any liabilities of such contractor or subcontractor for liquidated

_ damages as provided in paragraph (b).

14, WALSH-HEALY PUBLIC CONTRACTS ACT

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

15. NONDISCRIMINATION IN EMPLOYMENT

In connection with the performance of work under this contract, the
Contractor agrees as follows:

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

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

{c) The Contractor will send to each labor union or representative
of workers with which he hasa collective bargaining agreement or other
contract or understanding, a notice, to be provided by the agency Con-
tracting Officer, advising the saidlabor union or workers representative
of the Contractor’s commitments under this section,and shall post copies
of the notice in conspicuous places available to employees and applicants
for employment.

(d) The Contractor will comply with all provisions of Executive
Order No. 10925 of March 6, 1961, and of the rules, regulations, and
relevant orders of the President’s Committee on Equal Employment
Opportunity created thereby.

(e) The Contractor will furnishall informationand reports required
by Executive Order No. 10925 of March 6,1961, and by the rules, regula-
tions , and orders of the said Committee or pursuant thereto, and will
permit access to his books, records, and accounts by the Contracting
agency and the Committee for purposes of investigationto ascertain com-
pliance with such rules, regulations, and orders.

(f) In the event of the Contractor’s non-compliance withthe nondis -
crimination clauses of this contract or withany of the said rules, regula-
tions, or orders, this contract may be cancelled in whole or in part and
the Contractor may be declared ineligible for further Government con~
tracts in accordance with procedures authorized in Executive Order No.
10925 of March 6, 1961, and such other sanctions may be imposed and
remedies invoked as provided in the said Executive Order or by rule,
regulation, or order of the President’s Committee on Equal Employment
Opportunity, or as otherwise provided by law.

(g) The Contractor will include the provisions of the foregoing para~
graphs (a) through (f) in every subcontract or purchase order unless ex~
empted by rules, regulations, or orders of the President’s Committee on
Equal Employment Opportunity issued pursuant to Section 303 of Ex-
ecutive Order No. 10925 of March 6, 1961, so that such provisions will
be binding upon each subcontractor or vendor. The Contractor will take
such action with respect to any subcontract or purchase order as the con~
tracting agency may direct as a means of enforcing such provisions, in-
cluding sanctions for non-compliance; provided, however, that in the
event the Contractor becomes involved in, or is threatened with, litiga-
tion with a subcontractor or vendor as a result of such direction by the
contracting agency, the Contractor may request the United States to enter
into such litigation to protect the interests of the United States.

16. OFFICIALS NOT TO BENEFIT

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

17. COVENANT 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 agreement
or understanding for a commission, percentage, brokerage, or contingent
fee, excepting bona fide employees or bona fide established commercial
or selling agencies maintained by the Contractor for the purpose of se-
curing business. For breach or violation of this warranty the Govern-
ment shall have the right to annul this contract without liability or in its
discretion to deduct from the contract price or consideration, or other-
wise recover, the full amount of such commission, percentage, broker -
age, or contingent fee.
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18. TERMINATION FOR CONVENIENCE OF THE GOVERNMENT

(a) The performance of work under this contract may be terminated
by the Government in accordance withthis clause in whole, or from time
to time in part, whenever the Contracting Officer shall determine that
such termination is in the best interest of the Government. Any such
termination shall be effected by delivery to the Contractor of a Notice of
Termination specifying the extent to which performance of work under
the contract is terminated, and the date upon which such termination be-
comes effective.

(b) After receipt of a Notice of Termination, and except ag 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;

(ii) place no further orders or subcontracts for materials, serv-
ices or facilities, exceptas may be necessary for completion
of such portion of the work under the contract as is not
terminated;

(iii) terminate all order and subcontracts to the extent that they
relate to the performance of work terminated by the Notice
of Termination;

(lv) assign to the Government, in the manner,at the times, and to
the extent directed by the Contracting Officer, all of the
right, title, and interest of the Contractor under the orders
and subcontracts so terminated, in which case the Govern-
ment shall have the right, in its discretion, to settle or pay
any or all claims arising out of the termination of such
orders and subcontracts;

gettle all outstanding liabilities and all claimsarisingout of

guch termination of orders and subcontracts, with the ap-

proval or ratification of the Contracting Officer, to the extent
he may require, which approval or ratification shall be final
for all the purposes of this clause;

transfer title and deliver to the Government, inthe manner,

at the times, and to the extent,if any, directed by the Con-

tracting Officer, (A) the fabricated, or unfabricated parts,

“work in process, completed work,, supplies,and other mate-

rial produced as a part of, or acquired in connection with

the performance of, the work terminated by the Notice of

Termination, and (B) the completed or partially completed

plans, drawings, information,and other property which, if the

contract had been completed, would have been requiredto be
furnished to the Government;

(vil) use his best efforts to sell, in the manner, at the times, to
the extent, and at the price or prices directed or authorized
by the Contracting Officer,any property of the types referred
to in (vi) above; provided, however, that the Contractor (A)
shall not be required to extend credit toany purchaser, and
(B) may acquire any such property under the conditions pre -
seribed byandataprice or prices approved by the Contract-
ing Officer; and provided further that the proceeds of any
such transfer or disposition shall be applied in reduction of
any payments to be made by the Government to the Contrac-
tor under this contract or shall otherwise be credited to the
price or cost of the work'covered by this contract or paid in
such other manner as the Contracting Officer may direct;

(vill) complete performance of such part of the work as shall not
have been terminated by the Notice of Termination; and
(1x) take such action as may be necessary,oras the Contracting
Officer may direct, for the protection and preservation of the
property related tothis contract whichis inthe possession of
the Contractor and in which the Government hasor may ac-

quire an interest.

At any time after expiration of the plant clearance period, as defined in
Section VIII, Armed Services Procurement Regulation, as it may be
amended from time to time, the Contractor may submit to the Contracting
Officer a list, certified as to quantity and quality, of any or all items of
terminations inventory not previously disposed of , exclusive of items the
disposition of which has been directed or authorized by the Contracting
Officer, and may request the Government to remove such items or enter
into a storage agreement covering them. Notlater thanfifteen (15) days
thereafter, the Government will accept title to such items and remove
them or enter into a storage ageement coveringthe same; provided, that
the list submitted shall be subject to verificationby the Contracting Of-
ficer upon removal of the items, or if the items are stored, within forty-
five (45) days from the date of submission of the list, and any necessary
adjustment to correct the list as submitted shall be made prior to final
settlement.

i (c) After receipt of a Notice of Termination, the Contractor shall

submit to the Contracting Officer his termination claim, in the form and
with certification prescribed by the Contracting Officer. Suchclaim shall
be submitted promptly but in no event later than one year from the ef-

. fective date of termination, unless one or more extensions in writing are

granted by the Contracting Officer, upon request of the Contractor made

in writing within such one year period or authorized extension thereof.

However, if the Contracting Officer determines that the facts justify such

action, he may receive and act upon any such termination claim at any

time after suchone year period or any extension thereof. Upon fallure of
the Contractor to submit his termination claim within the time allowed,
the Contracting Officer may, subjecttoany Settlement Review Board ap-
provals required by Section VIII of the Armed Services Procurement

(v

(vi

=

- .

Regulation in effect as of the date of execution of this contract, deter-
mine, on the basis of information available to him, the amount, if any,
due to the Contractor by reason of the termination and shall thereupon
pay to the Contractor the amount so determined.

(d) Subject to the provisions of paragraph (c), and subject to any
Settlement Review Board approvals required by Section VIIIof the Armed
Services Procurement Regulation in effect as of the date of execution of
this contract, the Contractor and the Contracting Officer may agree upon
the whole or any part of the amount or amounts to be paid to the Con-
tractor by reason of the total or partial termination of work pursuant to
this clause, whichamount or amounts may include a reasonable allowance
for profit on work done; provided, that such agreed amount or amounts,
exclusive of settlement costs, shall not exceed the total contract price as
reduced by the amount of payments otherwise made and as further re-
duced by the contract price of work not terminated. The contract shall
be amended accordingly, and the Contractor shall be paid the agreed
amount. Nothing in paragraph (e) of this clause, prescribing the amount
to be paid to the Contractor in the event of failure of the Contractor and
the Contracting Officer to agree upon the whole amount to be paid to the
Contractor by reason of the termination of work pursuant to this clause,
shall be deemed to limit, restrict, or otherwise determine or affect the
amount or amounts which may be agreeduponto be paid to the Contrac-
tor pursuant to thig paragraph (d).

(e) In the event of the failure of the Contractor and the Contracting
Officer to agree asprovided in paragraph (d)upon the whole amount to be
paid to the Contractor by reason of the termination of work pursuant to
this clause, the Contracting Officer shall, subject toany Settlement Re~
view Board approvals required by Section VIII of the Armed Services
Procurement Regulation in effect as of the date of execution of this con-
tract, determine, on the basis of information available to him, the
amount, if any, due to the Contractor by reason of the termination and
shall pay to the Contractor the amounts determined as follows:

(i) for completed supplies accepted by the Government (or sold
or acquired as provided in paragraph (b) (vij)above) and not
theretofore paid for, a sum equivalent to the aggregate price
for such supplies computed in accordance with the price or
prices specified in the contract, appropriately adjusted for
any saving of freight or other charges;

(ii) the total of --

(A) the costs incurred inthe performance of the work termi-
nated, including initial costs and preparatory expense
allocable thereto, but exclusive of any costs attributable
to supplies paid or tobe paidfor under paragraph (e) (1)
hereof;
the cost of settling and paying claims arisingout of the
termination of work under subcontracts or orders, as
provided in paragraph (b) (v) above,which are properly
chargeable to the terminated portion of the contract (ex-
clusive of amounts paid or payable onaccount of supplies
or materials delivered or services furnished by subcon-
tretors or vendors prior to the effective date of the No-
tice of Termination, which amounts shall be included in
the costs payable under (A) above; and

(C) a sum, as a profit, equal to 2 percent ot that part of the

amount determined under (A)above whichrepresents the
cost of articles and materials not processedby the Con-
tractor, plus a sum equal to 8 percentof the remainder
of such amount, but the aggregate of suchsums shall not
exceed 6 percent of the whole of the amount determined
under (A) above; provided, however, that if it appears
that the Contractor would have sustained a loss on the
entire contract had it been completed, no profit shall be
included or allowed under this subdivision (C)andan ap-
propriate adjustment shall be made reducing the amount
of the settlement to reflect the indicated rate of loss; and
(1i1) the reasonable costs of settiement, including accounting,
legal, clerical, and other expenses reasonably necessary for
the preparation of settlement claimsand supporting data with
respect to the terminated portion of the contract and for the
termination and settlement of subcontracts thereunder, to-
gether with reasonable storage, transportation, and other
costs incurred in connection with the protection or disposi-
tion of property allocable to this contract.
The total sum to be paidtothe Contractor under (i) and (ii) of this para-
graph {(e) shall not exceed the total contract price as reduced by the
amount of payments otherwise made and as further reduced by the con-
tract price of work not terminated. Except for normal spoilage, and
except to the extent that the Government shall have otherwise expressly
assumed the risk of loss, there shall be excluded from the amounts pay-
able to the Contractor as provided in (e) (i) and (ii) (A) above, the fair
value, as determined by the Contracting Officer, of property which is
destroyed, lost, stolen, or damaged soas tobecome undeliverable to the
Government, or to a buyer pursuant to paragraph (b) (vii).

(f) Any determination of costs under paragraph (c) or (e) hereof
shall be governed by the principles for consideration of costs set forth
in Section XV, Part 2, of the Armed Services Procurement Regulation,
as in effect on the date of this contract.

(g) The Contractor shall have the right of appeal, under the clause
of this contract entitled “Disputes,” fromany determination made by the
Contracting Officer under paragraph (c) or {e) above, except that if the

(B
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Contrhactor has’ failed to submit his claim within the time provided in
paragraph (c) above and has failed to request extension of such time, he
shall have nosuchright of appeal. Inanycase where the Contracting Of -
ficer has made a determination of the amount due under paragraph (c) or
(e) above, the Government shall pay to the Contractor the following: (1)
if there is no right of appeal hereunder of if no timely appeal has been
taken, the amount so determined by the Contracting Officer, or (ii) if
an appeal has been taken, the amount finally determined on such appeal.

(h) In arriving at the amount due the Contractor under this clause
there shall be deducted (i) all unliquidated advance or other payments
on account theretofore made to the Contractor, applicable to the ter-
minated portion of this contract, (i1) any claim which the Government
may have against the Contractor in connection with this contract, and
(iii) the agreed price for, or the proceeds of sale of, any materials, sup-
plies, or other things acquired by the Contractor or sold, pursuant to the
provisions of this clause, and not otherwise recoveredby or credited to
the Government.

(1) If the termination hereunder be partial, prior to the settlement
of the terminated portion of this contract, the Contractor may file with
the Contracting Officer a request in writing for an equitable adjustment
of the price or prices specified in the contract relating to the continued
portion of the contract (the portion not terminatedby the Notice of Ter-
mination), and such equitable adjustment as may be agreed upon shall
be made in such price or prices.

(j) The Government may from time to time, under such terms and
conditions as it may prescribe, make partial payments and payments on
account against costs incurred by the Contractor in connection with the
terminated portlon of this contract whenever in the opinion of the Con-
tracting Officer the aggregate of such payments shall be within the
amount to which the Contractor will be entitled hereunder. If the total
of such payments is in excess of the amount finally agreed or deter-
mined to be due under this clause, such excess shall be payable by the
Contractor to the Government upon demand, together withinterest com-
puted at the rate of 6 percent per annum, for the period from the date
such excess payment is received by the Contractor to the date on which
such excess is repaid to the Government; provided, however, that no in-
terest shall be charged with respect toany such excess payment attribut-
able to a reduction in the Contractor’s claim by reason of retention or
other disposition of termination inventory until tendays after the date of
such retention or disposition, or such later date as determined by the
Contracting Officer by reason of the circumstances.

(k) Unless otherwise provided for in this contract, or by applicable
statute, the Contractor, from the effective date of termination and for a
period of three years after final settlement under this contract, shall
preserve and make available to the Government at all reasonable times
at the office of the Contractor but without direct charge to the Govern-
ment, all his books, records, documents, and other evidence bearing on
the costs and expenses of the Contractor under this contract and relating
to the work terminated hereunder, or,to the extent approved by the Con-
tracting Officer, photographs, micro-photographs, or other authentic re-
productions thereof.

19. AUTHORIZATION AND CONSENT

The Government hereby gives its authorization and consent (without
prejudice to its rights of indemnification, if suchrights are provided for
in this contract) for all use and manufacture, in the performance of this
contract or any part hereof or any amendment hereto or any subcontract
hereunder (including any lower-tier subcontract), of any invention de-
scribed in and covered by a patent of the United States (1) embodied in the
structure or composition of any article the delivery of which s accepted
by the Government under this contract, or (ii)utilized in the machinery,
tools, or methods the use of which necessarily results from compliance
by the Contractor or the using subcontractor with (a) specifications or
written provisions now or hereafter forming a part of this contract, or
.(b) specific written instructions given by the Contracting Officer direct-
ing the manner of performance. The Contractor’s entire liability to the
Government for infringement of a patentof the United States shall be de-
termined solely by the provisions of the indemnity clause, if any, in-
cluded in the contract and the Government agsumes liability for all other
infringement to the extent of the authorization and consent hereinabove
granted.

20. NOTICE AND ASSISTANCE REGARDING PATENT INFRINGEMENT

The provisions of this clause shall be applicable only if the amount
of thig contract exceeds $10,000.

(a) The Contractor shall report tothe Contracting Officer, promptly
and in reasonable written detail, eachnotice or claim of patent infringe-
ment based on the performance of this contract of which the Contractor
has knowledge.

{b) In the event of any suit against the Government, or any claim
against the Government made before suit has been instituted, on account
of any alleged patent infringement arising outof the performance of this
contract or out of the uge of any supplies furnished or work or services
performed hereunder, the Contractor shall furnish to the Government,
upon request, all evidence and informationin possession of the Contrac-
tor pertaining to suchsuitor claim. Suchevidenceand information shall
be furnished at the expense of the Government except in those cases in
which the Contractor hag agreed to indemnify the Government against the
claim being asserted.
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21. BUY AMERICAN ACT
(a) In acquiring end products, the Buy American Act (41 U.S.C.
10a-d) provides that the Government give preference to domestic source
end products. For the purpose of this clause:
(1) “components” means those articles, materials, and sup-
plies, which are directly incorporated in the end products;

(ii) “end products” means those articles, materials, and sup-
plies, which are to be acquired under this contract for public use; and

(ii1) a “domestic source end product” means (A) an unmanu-
factured end product which has been mined or produced in the United
States and (B) an end product manufactured in the United States if the
cost of the components thereof which are mined, produced, or manu-
factured in the United States or Canada 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 referred to in
(b) (ii) of this clause shall be treated as components mined, produced,
or manufactured in the United States.

(b) The Contractor agrees that there will be delivered under this
contract only domestic 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 avail -
able commercial quantities and of a satisfactory quality;

(iii) as to which the Secretary determines the domestic prefer-
ence to be inconsistent with the public interest; or

(iv) as to which the Secretary determines the costto the Govern-
ment to be unreasonable.

(The foregoing requirements are administered in accordance
with Executive Order No. 10582, dated December 17, 1954.)

22. NOTICE TO THE GOVERMENT OF LABOR DISPUTES

(a) Whenever the Contractor has knowledge thatany actual or poten-
tial labor dispute is delaying or threatens to delay the timely perform-
ance of this contract, the Contractor shall immediately give notice there-~
of , including all relevant information with respect thereto, to the Con-
tracting Officer.

(b) The Contractor agrees toinsertthe substance of this clause, in-
cluding this paragraph (b}, in any subcontract hereunder as to which a la-
bor dispute may delay the timely performance of this contract; except
that each such subcontract shall provide thatinthe event its timely per-
formance is delayed or threatened by delay by any actual or potential
labor dispute, the subcontractor shall immediately notify his next higher
tier subcontractor, or the prime contractor, as the case may be, of all
relevant information with respect to such dispute.

23. PATENT INDEMNITY (PREDETERMINED)

The provisions of this clause shall be applicable only to such sup-~
plies, ordered hereunder which normally are or have been sold or of -
fered for sale by the Contractor to the public in the commercial open
market or are such supplies with relatively minor modifications made
thereto. If the amount of this contract is in excess of $5,000, the Con~
tractor shall indemnify the Governmentand its officers,agents, and em-
ployees against liability, including costs, for infringement ofany United
States letters patent (except letters patent issued upon an application
which is now or may hereafter be kept secret or. otherwise withheld from
issue by order of the Government) arising out of the manufacture or de~
livery of supplies or out of construction, alteration, modification, or re-
pair of real property (hereinafter referred to as “construction work”)
under this contract, or out of the use or disposal by or for the account
of the Government of such supplies or construction work. The foregoing
indemnity shall not apply unless the Contractor shall have been informed
ag soon as practicable by the Government of the suit or action alleging
such infringement, and shall have been given such opportunity as is af-
forded by applicable laws, rules, or regulationstoparticipate in the de-
fense thereof; and further, such indemnity shall notapply if: (i) the in-
fringement results from compliance with specific written instructions of
the Contracting Officer directing a change in the supplies to be delivered

" or in the materials or equipment to be used, or directing a manner of

performance of the contract not normally used by the Contractor; or (i)
the infringement results from the addition to, or change in, the supplies
furnished or construction work performed, whichaddition or change was
made subsequent to delivery or performance by the Contractor; or (iii)
the claimed infringement is settled without the consent of the Contractor,
unless required by final decree of a court of competent jurisdiction.

The foregoing shall not apply to the contract items, if any, specifi-
cally excluded herefrom in the SCHEDULE.

24. FILING OF PATENT APPLICATIONS

(a) Before filing or causing to be filed a patent application dis-
closing any subject matter of this contract, which subject matter 1s clas-
sified “SECRET” or higher, the Contractor shall, citing the thirty (30)
day provision below, transmit the proposedapplicationtothe Contracting
Officer for determination whether, for reasons of national security, such
application should be placed under an order of secrecy or sealed in ac~
cordance with the provisions of 35 U.S. Code 181 - 188 or the issuance
of a patent should be otherwise delayed under pertinent statutes or reg-
ulations; and the Contractor shall observe any instructions of the Con-
tracting Officer with respect to the manner of delivery of the patent ap~
plication to the UJS. Patent Office for filing, but the Contractor shall not
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be denied the right to file suchpatentapplication. If the Contracting Of-
ficer shall not have given any such instructions within thirty (30) days
from the date of mailing or other transmittal of the proposed application
the Contractor may file the application.

(b) The Contractor shall furnish to the Contracting Officer at the
time of or prior to the time when the Contractor files or causes to be
filed a patent application disclosing any subject matter of this contract,
which subject matter is classified “Confidential” a copy of such appli-
cation for determination whether, for reasons of national security, such
application should be placed under an order of secrecy or the issuance
of a patent should be otherwise delayed under pertinent statutes or reg-
ulations. ~ 7 7 7 e '

(c) In filing any patent application coming within the scope of this
clause, the Contractor shall observe all applicable security regulations
covering the transmission of classified subject matter,

25. DATA

(a) The term “Subject Data” asused hereinincludes writings, sound
recordings, pictorial reproductions, drawings or other graphical repre-
gentations, and works of any similar nature (whether or not copyrighted)
which are specified to be delivered under this contract. The term does
not include financial reports, cost analyses, and other information in-
cidental to contract administration.

(b) The Contractor agrees to and does hereby grantto the Govern-
ment, and to its officers, agents, and employees acting within the scope
of their official duties, a royalty -free, nonexclusive and irrevocable 1li-
cense throughout the world for Government purposes to publish, trans-
late, reproduce, deliver, perform, dispose of,and toauthorize others so
to do, all Subject Data now or hereafter covered by copyright.

(c) The Contractor shall not include in the Subject Data any copy-
righted matter, without the written approval of the Contracting Officer,
unless he provides the Government with the written permission of the
copyright owner for the Government to use such copyrighted matter in
the manner provided in paragraph (b) above.

(d) The Contractor shall reporttothe Contracting Officer, promptly
and in reasonable written detail, each notice or claim of copyright in-
fringement received by the Contractor with respect to all Subject Data
delivered under this contract.

(e) Nothing contained in this clause shall imply a license to the
Government under any patent or be construed as affecting the scope of
any license or other right otherwise granted to the Government under
any patent.

(f) Unless otherwise limited below, the Government may duplicate,
use, and disclose in any manner and for any purpose whatsoever, and
have others so do, all Subject Data delivered under this contract.

(g) The Contractor recognizes that the Government, or a foreign
government with funds derived through the Mutual Security Program
or otherwise through the United States Government, may contract for
property or services with respect to which the vendor may be liable
to the Contractor for charges for the use of Subject Data on account
of such a contract. The Contractor further recognizes that it is the
policy of the Government not to pay in connection with its contracts, or
to allow to be paid in connection withcontracts made with funds derived
through the Mutual Security Program or otherwise through the United
States Government, charges for data which the Government has a right
to use and disclose to others, or which is in the public domain, or with
respect to which the Government has been placed in possession without
restrictions upon its use and disclosure to others. This policy does not
apply to reasonable reproduction, handling, mailing, and similar admin-
istrative costs incident to the furnishing of such data. In recognition of
this policy, the Contractor agrees to participate inand make appropriate
arrangements for the exclusion of such charges from such contracts or
for the refund of amounts received by the Contractor with respect to any
such charges not so excluded.

(h) Notwithstanding any provisions of this contract concerning in-
spection and acceptance, the Government shall have the right at any time
to modify, remove, obliterate or ignore any marking not authorized by
the terms of this contract on any piece of Subject Data furnished under
this contract.

26. DATA - WITHHOLDING OF PAYMENT
If “Subject Data” (as defined in the clause of this contract entitled
*Data”), or any partthereof, is not delivered within the time specified by
this contract or is deficient upon delivery (including having restrictive
markings not, specifically authorized by the contract), the Contracting Of-
ficer may, until such data is delivered or deficiencies are corrected,
withhold payment to the Contractor of ten percent (10%) of the contract
price unless a lesser withholding is specifiedinthe schedule. Payments
. ghall not be withheld nor any other action taken pursuant to this clause
where the Contractor’s failure to make timely deliveryor to deliver data
without deficiencies arises out of causes beyond the control and without
the fault or negligence of the Contractor within the meaning of the clause
- hereof entitled “Default.” The withholding of any amount or subsequent
payment thereof to the Contractor shall not be construed as a waiver of
any rights accruing to the Government under this contract.

27. UTILIZATION OF SMALL BUSINESS CONCERNS

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

(b) The Contractor agrees to accomplish the maximum amount of
subcontracting to small business concerns that the Contractor finds to be
consistent with the efficient performance of this contract.

28. EXAMINATION OF RECORDS

The provisions of the clause are applicable if the amount of the con-
tract exceeds $2,500 and was entered into by means of negotiation, but is
not applicable if entered into by means of formal advertising.

(a) The Contractor agrees that the Comptroller of the Contracting
Agency or any of his duly authorized representatives shall, until the ex-
piration of three years after final payment under this contract, have ac~
cess to and the right to examine any directly pertinent books, documents,
papers, and records of the Contractor, involving transactions related to
this contract.

(b) The Contractor further agrees to include inall his subcontracts
hereunder a provision to the effect that the subcontractor agrees that
the Comptroller of the Contracting Agency or any of his duly authorized
representatives shall, until the expiration of three yearsafter final pay-
ment under the subcontract, have access to and the right to examine any
directly pertinent books,documents, papers, and records of such subcon-
tractor, involving transactions related to the subcontract. The term
%gubcontract” as used in the clause excludes (i) purchase orders not ex-
ceeding $2,500 and (ii) subcontracts or purchase orders for public utility
gervices at rates established for uniform applicability tothe general pub-
lie.

29. GRATUITIES

(a) The Government may, by written notice tothe Contractor, ter -
minate the right of the Contractor to proceedunder this contract if it is
found, after notice and hearing, by the Secretary or his duly authorized
representative, that gratuities (in the form of entertainment, gifts, or
otherwise) were offered or given by the Contractor, or any agent or
representative of the Contractor, to any officer or employee of the
Government with a view toward securinga contract or securing favorable
treatment with respect to the awarding or amending, or the making of any
determinations with respect to the performing of such contract; provided,
that the existence of the factsupon whichthe Secretary or his duly auth-
orized representative makes such findings shall be in issue and may be
reviewed in any competent court.

(b) In the event this contract is terminated as provided in paragraph
(a) hereof, the Government shall be entitled (i) to pursue the same
remedies against the Contractor as it could pursue in the event ofa
breach of the contract by the Contractor,and (ii) as a penalty in addition
to any other damages to which it may be entitled by law, to exemplary
damages in an amount (as determined by the Secretary or his duly au-
thorized representative) which shall be notless than three nor more than
ten times the costs incurred by the Contractor in providing any such
gratuities to any such officer or employee.

(c) The rights and remedies of the Government provided in this
clause shall not be exclusive and are in addition to any other rights and
remedies provided by law or under this contract.

30. CONVICT LABOR

In connection with the performance of work under this contract, the
Contractor agrees not to employ any person undergoing sentence of im-~
prigonment at hard labor.

31. PRIORITIES, ALLOCATIONS, AND ALLOTMENTS

The Contractor shall follow the provisions of DMS Reg. 1 and all
other applicable regulations and orders of the Business Defense Services
Administration in obtaining controlled materials and other productsand
materials needed to fill this order.

32. PACKING AND PROCESSSING CHARGES
The prices herein include all charges for packingand processing in
accordance with the provisions of this contract.

33. IDENTIFICATION AND MARKING OF SHIPMENTS

1. General:

A. It is an express condition of this contract that the Contractor
will make no reference of any nature tothe purchaser in connection
with the shipment of materials or the shipping documents pertaining
to this contract. This includes, but it is not limited to the items
being furnished, instruction books, blueprints, manuals, packing
lists, instruction plates or identification plates. Neither shall
there be any reference to the purchaser on or in any shipping con-
tainer, shipping documents or billing documents.

II. Bills of Lading:
A. The Bill of Lading shall show the consignee as cited on Schedule
“A” of the contract.

III. Exterior Markings:
A. No stenciling shall be applied to the shipping container except for
the following:
(1) Weight, dimensions and cubic content of container
(2) Caution markings for handling purposes, such as; “DELI-
CATE INSTRUMENT”, “THIS SIDE UP”, “FRAGILE”, AND
“CENTER OF BALANCE" (on large items), and etc.
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B. The consignee address as given above inparagraphIl A shall be
marked on a shipping tag or label that shall be securely fixed on the
container by use of a waterproof adhesive or stapled to the container.
Such markings shall be protected by a coat of transparent water~
repellant material.

C. Container Numbering

(1) Each exterior container shall bear a number relative to the
total number of containers inthe shipment,e.g. PKG. 1 of 5.

(2) Set marking -- where an equipment item constitutes a set,
and is packed and shipped unassembled intwoor more sep-
arate pieces, each container shall be marked withthe set or
assembly number, the number of the container relative to the
number of containers comprising the complete set, and
the total number of containers in the particular set or as-
sembly, together with a brief description of the component
part contained therein. Thus, a box containing a control
panel which is the third container of a group of four making
up set number two would require the following special set
markings: Set No. 2, Package 3 of 4, Control Panel.

(3) Container numbering shall not be stenciled on the containers
but shall be applied by tag or label as described in paragraph
I B.

=

Interior Markings:
A. No markings shall be applied onany interior packaging material
or container that would identify the purchaser.

B. Each primary wrapper, envelope, bag, folding carton or other
‘packaging material, enclosing each assembly, part or group of
similar parts shall be marked or labeled so that it may be readily
identified against the packing list. Each secondary and all other
overwrap material shall be marked as to the contents enclosed in
the package. The markings shall include the following:
(1) One of the following headings:
a. Part of basic unit (removed to facilitate packing)
b. Operating Spare Parts
c. Base Spare Parts
d. Tools
e. Service Equipment
f. Other category indicated in the contract
(2) Brief Nomenclature
(3) Quantity

Items that are notenclosed ina wrapper or carton shall be iden-
tified with a tag that includes the above information.

V. Packing Lists
A. A master packing list shall accompany each shipment or be for -
warded under separate cover so that it reachesthe consignee prior

to the receipt of the shipment. The master packing list shall in~
clude: .
(1) Name and address of consignor
(2) Name and address of consignee as in paragraph II A above
(3) Contract or Purchase order number
(4) Government Bill of Lading Number covering the shipment if any
(5) Items being shipped shall be listed as required under one or
more of the headings listed in paragraph IV B (1) above
{6) Stock and item number
(7) Nomenclature of item
(8) Quantity of each item
(9) Location of each item by container number and set number when
applicable
(10) Any data specifically required to be included onthe packing list,
by the terms of the contract.

VI. Unassembled Items
A. Identification of connection components
When it 1s necessary to remove components to facilitate packing,
all connecting wires, conduits, leads and other objects discon~
nected shall be tagged in sucha manner so as to readily identify
lines of the various components.

w

Shipping bolts, collars and etc.

All objects that are attached to assemblies for packing purposes
that require removal before the item can be put in operation,
ghall be labelled accordingly in a conspicuous manner.

34. SECURITY REQUIREMENTS (Applicable only if the Schedule of the
Contract specifies a Security Classification)

(a) Disclosure of Information. Itisunderstood that disclosure of in-
formation relating to the work contracted for hereunder, to any person
not entitled toreceive it, or failure to safeguard all SECRET and CONFI-
DENTIAL matter that may come to the Contractor or any person under
his control in connection with the work under this contract, may subject
the Contractor, his agents, employees and subcontractors to criminal
liability under the laws of the United States (18 U.S. Code 793, 794, 798).
See “Contractor’s Security Agreement” and “Security Requirements for
Contractor’s” which are incorporated herein by reference only.

(b) Subcontractors. When it is deemed necessary todisclose clag-
sified information to a subcontractor to accomplish the purposes of this
contract the Contractor will request permission of the Contracting Offi~
cer prior to such disclosure. Upon the granting of permission, the Con-
tractor shall cause to be ingerted inall subcontracts under this contract
a provision similar to (a) above.

(c) Employment of Aliens. No aliens employed by the Contractor
shall be permitted to have access to the plans or specifications, or the
work under construction, or to participate inthe contract trials, without
the written consent beforehand of the Contracting Officer.

7
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mautﬁcuicm of Association

The association of the Sponsor with this Contractor is classified
Secret.

Classification of Work

The overall classification of the work to be performed under
this contrast will be as high as Top Secret and will be furnizhed to
the Comtractor by the Contracting Officer with each work directive,
The Sponsor's resident Project Officer or resident Security Officer
will provide intertm segurity guldance relative to the nppropriste
classification for interim veports, records, and phasez of the work,
but the averall classification can be changed only by the Contracting
Oificer.

It is understood that under thiz contract other materials received
and generated with different markings and controls will be handled in
accordance with additional security reguirements furnished to the Con~
tractor by the Contracting Officer at the appropriate time.

- Physical Security Requirements

~ The Contractor's facility for the receipt, handling, retention,

storage and transmission of ¢lassified materials must meet the physical
security requirements of the Spensor. The detailed security require-
jments will be based upon & phrysioul security inspection conducted by the
Sponsor. No classified work under the contract will be undertaken by the
Contractor until the specified reguirementa have been met and approved

by the Caniracting Officer. If a new facility is to ba builr, the construction
plans and contracts must be submitted to the Sponsor for the purpose of
incorporating special security construction requirements relating to the
storage facilities for classified materials.

Security Officer

The Sponsor will assign & Sseurity Officer at the project on a
temporary basis. The Sponsor also reserves the right under the contract
to sstablish within the Contractor's facility e Security Officer who will
be a full time employee of the Government and to whom certain security

Approved For Release 1999/08/27 ;. ClA,
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responsibilities will be dalegated in writing by the Contracting Officer.
A copy of these listed responsibilities will be furnished the Contrector.
Proper allocable charges relating to the Security Officer will be a
recognized charge to the contract; however, the Contracting Officer re-
serves the right to approve the allocation of such expenses.

Security Clearances for C,jmtracmr‘s Pexsenns!

Contractor's personnel proposed for utilisation undeyr this contract
will require contract security suthoriastions. In sddition, auch other
persemnel security measures as may be desmed appropriate by the Sponsor
in consultation with the Contractor will be required to meet the lovel of
security clearance for the classification of the work being performed under
this contract. Failure to meet the Sponsor's personnsl securily require~
menta will result in the discontinuance of the processing.

'2'
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Date:

MEMORANDUM OF UNDERSTANDING

1. In consideration of the axecution of classified contract No.
betwean & United States Government activity, hersinafter referred to as
25X1A5a1 the "Bponsor, " and| I . hcreinafter raferred to as the
Contractar, the Contractor agrees to the following:

8, Persomel proposed by the Contractor must
meet the security clearance regquirements of the
dponsor. Contractor's personnel being processed
for possible utilization under the contract referred
to shove will voluntarily agree to be sxaminad by a
competent commercial polygraph examiner. Tha
agreement shown in Teb A, which will be executed
by the Contractor's peresonnel and the Contractor
prior to their polygraph exsmination, will be furnishad
to the Sponsor.

b. The Contractor fully agrees to the format to
be utilized during the polygraph examination as shown
in Tab B.

¢. Results of the polygruph examination will be
made known by the Contractor to the Sponsor,

d. The determination concerning the utiiiszation
of personnel proposed by the Contractor will be baswed
not snly upon the results of the polygraph exsmination,
but also upon sll other factors such as professional
qualifications, security, and suitability.

Z. B iz understood that the provisions of this memorandum of under-
standing are incorporated by reference and made & part of the contract
referred to above between ths United States Government and

25X1A5a1

25X1A5a1
The iinited States of Amaerica

By: o , By: ,
' President ' Contracting Officer
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POLYGRAPH AGREEMENT

L ‘ » et s . ; hereby

i ey

voluntarily sgree to participate in polygraph testing for the mutual benefit

2§5X1A5a1 of myaelf uzd_ in considerstion of the position of trust

for which I am being processed.

I agree of my own free will and without any compulsion, duress,

or promise of reward or lmmunity, to sald interview conducted by

-+

In witness whereof, I have hersto sat my hand and seal on this

_ day of _ 7 19 .
“Sigmatore
I 29X 1A%
By

“Security Ollicer
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