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NEGOTIATED CORTRACT CONTRACT NO. AF33(600)-37230

Missile Systems Division

Lockheed Aircraft Corporation

Sunnyvale, California

Contract for: Amount: 25X1

Mail Invoices to: Performance Pei-iod/nolinry

See APPENDIX 1

Administrative Date:

This contract is entered into, by and between the United States of America, hereinafter
called the Government, represented by the Contracting Officer executing this contract,
and the above-named Contractor which is a Corporation, incorporated in the State of
California, hereinafter called the Contractor.

The Parties hereto agree that the Contractor shall furnish the necessary facilities
and deliver all supplies and shall perform all the services set forth in the attached
schedule issued hereunder for the consideration stated herein.

The rights and obligations of the parties to this contract shall be subject to and
governed by the attached Schedule APPENDIX I and General Provisions, which together

th this signature page and the accompanying certificate comprise this Contract No.
AF33(600)-37230. In the event of any inconsistency between the Schedule and the Gen-
eral Provisions, the Schedule shall control.

IN WITNESS WHEREOF, the perties hereto have executed this contract as of 30
—duna 1958 -
Signatures:

Missile Systems Division
Lockheed Aircraft Corporation

. . 22

Title A ZZM’Z IN_FAeT Confracting Officer
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Contract No. AF33(600)-37230

PART I - SUPPLIES AND SERVICES TO BE FURNISHED
The Contractor shall provide the lnmiidn and services set forth in
attachnd.w.ixl, luchwixl‘uingantctthﬂehdnlonnhr
this contract.

PART II - CONBIDERATION AND PAYMENT

a. In accordance wvith the clause of this contract entitled "PAYIENTS,"
and subject to redetermination of the price in accordance with the part of
this Schedule entitled "PRICE REDETERMINATION," the Governmsnt shall pay the
Contractor upon satisfactory performsance of this comtract, as full paymsnt

s and services to be furnished hereunder, the amount of
%mumwm« set forth in Appendix I hereto. 25X1

b. As of the date of exscution of this contract, there has been
allotted for this comtract the amount set ferth above. This amount is sub-
Ject to increase or decrease, in accordance with the pexrt of this Schedule
entitled, "PRICE KEDETERMINATION." In additiom, the Government may increase
this smount from time to tims sclely at its discretion, such increased amount
t0 be subject at the proper time to the redstermination provisions of the
ypart of this Schedule emtitled "PRICE REDETERMINATION." If at any time the
Contractor has reasom to believe that by reasom of performance by it, of this
contract, the amount due it will exceed the sum allotted to this coatract,
it shall notify the Contracting Officer to that effect. Notwithstanding any
other provision of this comtract, the Comtractor shall not be chligated to
furnish any services pursuaat to this contract, if in the best Judgement of
the Comtractor, the cost of such services will exoeed the amount allotted to

this contract. The Government shall not be obligated to pay the Comtrastor
under this contract any amount in excess of the sum allotted.

PART III - DELIVERY SCHEDULE
Deliveries shall be made in accordance with the delivery schedules set
forth in Appendix I hereto. Except as otherwise specified pursuant to the

clause hereof entitled "Changes,” the units shall be delivered to the Govern-
ment £.0.b. Contrastor's plant.

¢iv)
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PART IV - PRICE REDETERNINATION

a. Because of the experimental and developmental nature of the work
called for by this contract and the great uncertainty as to the cost ef per-
formance hereunder, the parties agree that the contract prices set forth in
Appendix I hereof may be increased or decreased in accordance with the provi-
sions of this clause.

b. Upon completion of delivery of nime (9) units or upon expenditure
of 75 percent of the total contract amount as set forth in Part II hereof,
vhichever shall occur first, the parties shall negotiate to revise the price
of all items theretofore and thereafter to be delivered.

c. As soom as practicable and in no case more than 45 days after the
completion of delivery or expenditure of fumds referred to above, the con-
tractor shall furaish to the Comtracting Officer a statement showing in such
form and detail as the Comntracting Officer may prescribe the Comtraector's
cost of producing the supplies or furnishing the services called for here-
under, together with such information as may be pertinent in the negotiations
for a revised price pursuant to this clause. Such statemsnt of cost shall
fairly reflect the normal operation of the Comtractor's cost system except
to such extent, if any, as security restrictions necessitate minor departures
therefrom.

4. Upon the of the statement and other pertinent informsation
required by parsgraph (c¢) of this Clause, the Coatractor and the Contracting
Officer will promptly negotiate in good faith to agree upon a reascmable re-
vised price for the entire contract which, upon the beasis of such statement
and other pertinent informatiom, will ceastitute fair amd just compemsation
to the Contractor for the performance of this contract. In determiaing the
extent of any estimated allowance for profit to be takem into aceoumt in
fixing such revised price, consideration will be given to the extemt to
vhich the Contractor has performed the comtract with efficiency, ecomomy, and
ingenuity. 7The revised price shall be evidenced by a supplemsntal agreemsnt

the negotiations far price revisioa
in acoordance with this Clause indicate that the umcertainty as to the cost
80 as to prevent a realistic deter-
mination of the final price for the over-all completion of this comtract,
provision may de made for such future revision of the yprice as may be appro-
priate to the circumstances at that time.

e. If within 60 days after the completion of delivery or expenditure
of funds referred to in (b) above the parties shall fail to agree upon a re-
vised price in ascordance vith the provisions of this Clsuse, the failure to
agree be deemed to be a disagreemsnt as to a question of fact which
shall be disposed of in accordance with the Clause hereof entitled "Disputes.”

(v)
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f. In the event of a price increase the Government will pay or credit
to the Contrector the amount by vhich the revised prices shall exceed the
contract price aforesaid. In the event of a decrease in price, the Con-
tractor will repay or credit the amount of such dscrease to the Goverament
in such manner as the Contracting Officer may direct.

PART V - PROGRESS PAYMENTS

a. Progress payments, vhich are hereby defined as payments prior to
acceptance on work in progress for the Govermment under this comtract, may be
mnade upon the following terms and conditioms.

b. The Contracting Officer, may, from tims to time, autherize progress
o paymeats to the Contractor upon property acquired or produced and services
- performed by it for the performance of this contract:
PROVIDED, that such pregress paymsnts shall equal 90% of the prime contractors
actual incurred costs and 100% of amounts paid to subcomtractors. In mo
event, however, shall the total amount paid execeed 95% of the amount amthor-
ized for expenditure. Costs shall be determined from evidence submitted by
the Comtractor and which must be such as is satisfactory to the Comtracting
Officer as being representative of the value of the work already performed.
Provided further, theat in no event shall the total of unliquidated progress
peyments (see (05 below) and of unliquidated advance payments, if any, mede
under this comtract, exceed 80 % of the total comtract price of supplies or
services still to be delivered.

¢. Upon the making of any progress peymexts umder this comtract, title
t0 all parts, materials, inventories, work in preocess and nondureble tools
theretofore acquired or produced by the Contractor for the performsmce of this
contract, and properly chargeable thereto under sound accounting practice,
shall forthwith vest in the Govermmsnt; amd title to all like property there-
after acquired or produced dy the Contractor for the performance of this comn-
tract and properly chargeable thereto as aforesaid shall vest in the Govera-
ment forthwith upon said acquisition or production: Provided, that nothing
herein shall deprive the Comtractor of any further progress or fimal payments
due or to becoms dus hereunder; or relieve the Contractor of the Government
of any of their respective rights or ocbligations under this comtract.

d. The Contractor represents and warrants that the property, upom which
any progress payments be made hereunder, shall be cleared of all liems and
encumbrances of any kind vhatsoever upon receipt of any progress payment.

e. In meking payment for the supplies furmished hereunder, there shall
be deducted from the comtract price therefor a proportionate amount of the

Progress yayments theretofore made to the Cemtractor, under the authority
herein contained.

(vi)
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f. It is recognized that property (including, without limitation
completed supplies, spare parts, drawings, informetion, pertially completed
supplies, vork in process, materials, fabricated parts and other things
called for herein) title to wvhich is or may hereafter become vested im the
Government pursuant to this Clause will from time to time be used by or put
in the care, custody or possession of the Contractor im commection with the
yerformence of this contract. The Contractor, either before or after re-
ceipt of Notioce of Termimation at the option of the Govermment, may aequire
or dispose of property to which title is vested in the Govermment under this
Clause, upon terms approved by the Contracting Officer; provided, that after
receipt of Notice of Termimation any such property that is a part of termin-
ation inventory may be acquired or disposed of only in accordamce with the
provisions of the termination clause of this comntract and applicable laws
and regulations. The agreed price (in case of acquisition by the Comtractor
or the proceeds received by the Contractor (in case of any other disposition),
shall, to the extent that such price and proceeds 4o not exceed the unligui-
dated balance of progress peyments hereunder, be paid or credited to the Gov-
ernment as the Comtracting Officer shall direct; and such unliguidated bel-
ance shall be reduced aceordingly. Cwrent production scrap may de sold by
the Contractor without spproval of the Comtracting Officer but the proceeds
will be applied as provided in this paragraph (f), provided that any such
scrap vhich is a part of termination inventory may bde socld only ia accordance
with the provisions of the termination clause of this contract and applicable
lawvs and regulatioms. Upom ligquidatiom of all progress payments hereunder or
upon completion of deliveries called for by this comtract, title to all pro-
perty (or the proceeds therecf) vhich had not been delivered to amd accepted
by the Government under this comtract or vhich has not been ineorporated in
supplies delivered to and accepted by the Government under this contract and
to vhich title has vested in the Govermment umder this Clause shall vest in
the Contractor.

g- The provisions of this contract referring to "Lisbility for Goveram-
ment-furnished Property” and any other provisions of this comtract defining
liability for Government-furnished property shall be inapplicable to property
which the Government shall have acquired title solely by virtus of the provi-
sions of this Clause. The provisions of this Clause shall not relieve the
Contractor from risk of loss or destructiom of or damage to property to which
title vests in the Government under the provisicns hereof.

h. If this comtract (as heretofore or hereafter supplemented or
smended) contains provisions for Advence Payments, and in addition if at the
time any progress payment is to be made to the Contractor under the provi-
sions of this progress paymsnts clause any unliquidated balance of advance
payments is outstanding, then notwithstanding any other provision of the Ad-
vance Payments Clause of this contract the net smount, after appropriate

(vii)
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deduction for liguidation of the advance payment of such progress payment
shall be deposited in the special bank account or accounts msintained as
required by the provisioms of the Advamce Payments Clause, snd shall there-
after be vithidrswa only pursusat to such provisions.

PART VI - INSPECTION AND ACCEPTANCE OF SUPPLIES AND CORRECTIONS OF DEFECTS

a. The Comtractor shall provide and maintain an inspection system
acceptable to the Contracting Officer covering the supplies hereunder.

b. All supplies (imcluding rav materials, components, intermediate
assemblies snd end products) may be inspected by the Comntracting Officer at
any time during the period of msmmfacture. If the Contracting Officer so
elects by notice in writing to the Comtracter, the Comtractor shall tendsr
the supplies for acceptance at the specified delivery points specified in
Part III herecf, in vhich event the Comtracting Officer may accept them or,
if they sre defective in material or workmsnship or otherwise not in conform-
ity vith the requirements of this contract, may reject them or require their
correction. In the event the Comtracting Officer does not so elect, supplies
delivered shall be deemsd to be accepted upom the mailing by the Contractor
to the Contracting Officer of a certificate of the Comtractor, reading sub-
stantially as follows:

I hereby certify that I 4id, on the day of
, ship via s

pursusnt to Contrast ¥o. y
units (or per cent) of the supplies calied for im
Item therein: that such supplies were of the
quality calied for and were in all respects in accord
vith the spplicable specificatiomns.

c. Upon completicn of performence and final payment by the Government,
all the supplies called for herein shall be deemed to be finally accepted,
subject to the following guaranty:

The Contractor guarsantees thet at the time of delivery therecf,
the articles and/or equipment provided for under this contract will
be free from any defects in material or workmanship and will coa-
form to the requirements of this coatract. MNotice of any such de-
fect or nonconformance shall be given by the Govermment to the Con-
tracter within six months of the delivery of the defective or nom-
conforming article and/cr equipment. If required by the Govermment
within a reascnable tims after such notice, the Contractor shall
vith all possible speed correct or replace the defective or nomcon-
forming article nd/or equipment or part therecf. When such correc-
tion or replacement requireg transportation of the article and/er

(viii)

Declassified in Part - Sanitized Copy Approved for Release 2012/04/24 : CIA-RDP89B00709R000200380058-3



Declassified in Part - Sanitized Copy Approved for Release 2012/04/24 : CIA-RDP89B00709R000200380058-3

L4

equipment or part thereof, shipping costs, not exceeding usual
charges from the delivery point to the Contractor's plant and

be borne by the Contractor; the Govermmsnt shall
bear all other shipping costs. This Guaranty shall then con-

or replacing articles and/or equipment or

parts thereof, until six months after the date of redslivery.
If the Government does not require cerrection or replacement of
a defective or noncomforming article snd/or egquipment or a part
thereof, the Contractor, if required by the Contracting Officer
within a reascnable time after the notice of defect or noncom-
formance shall repay such portion of the eomntract price of the
article as is equitable in the circumstances.

PARY VII - FURNISHING OF MATERTALS AND SUPPLIES AT THE GOVERNMENT'S OPTION
The Government may at its option, from times to time, furnish the Con-
tractor vith materials or supplies mot obtainsble in the open merket and
vhich are required by the Comtractor for the performsnoe of this contract.
In such event an equitable reduction in the contract price shall be made
priortothednlinryotmeh-wmtorsmuutotbmmsor

as soon thereafter as possible, but in no event later than thirty (30) days
after such dslivery.

PART VIII - WAIVER OF REQUIRRMENTS OF GENERAL PROVISIONS

Notwithstanding the requirements of any of the Gemeral Provisions of
m-mumummm,m“mmcmm,nmmd
the work under this comtract, shall find that the requirements of any of the
clauses of the General Provisioms are in eomflict with security instructions
issued to the Contractor by the Contracting Officer or by his duly anthorized
representative for security matters, the Comtractor shall call the attemtion
of the Contraecting Officer to such comflict amd the Comtracting Offiocer or
his duly suthorized represextative fer security matters -hnn.?:l) modify or
rescind Sueh security requirements or (ii) the Contracting Officer shall
issus to the Contractor a waiver of compliance with the requirements of the
General Provisiomns couflicting with such security requirements. Any waiver
dmmuuﬁmmmmam-mu-mwm
Contracting Officer shall be in writing, except that the approval by the Com-
tracting Officer of any subcontract issued hereunder dy the Comtractor shall
be deemed to comstitute approval of waiver of any clauses of the General Pro-
visions in comfliet with the stipulatioms of such subcontract.

(1x)
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PART IX - SPECIAL SECURITY RESTRICTIONS

The Contractor shall not reveal (i) the cific nature or any de-
tails of the work being performed hereumder or (ii) any information what-
sosver with respect to the department of the Government sponsoring this com-
tract and the work thereunder except as the Contractor is directed or permit-
ted to reveal such information by the Contracting Officer o by his duly
anthorized representative for security matters, and notwithstanding any
clause or section of this contract to the contrary, the Contraetor shall not
interpret any clause or section of this comtract as reguiring or permitting
divulgence of such information to any persom, public or private, or teo any
officer or depertment of the Government without the express consent of the
Contracting Officer or his duly asthorized representative for security mat-
ters.

PART X - INSPRCTION AND AUDIT

a. The Contractor agrees that its books and records and its plants,
or such part thereof as may be engaged in the performmnce of this contract
shall at all reasonable times be subject to inspeetion and audit when and to
the extent authorized by the Contracting Officer.

b. The Contractor agrees to include im each of his subcontracts here-
under which is on a cost or cost-plus-a-fixed fee or a price redetermination
basis, or on & time-and-material or labor-hour basis, provision for awdit of
such subcontract by the Centractor. The Comtractor shall conduct an awdit
of any such subcontrect vhen requested to do so by the Comntracting Offieer.

PART XI - SUBCONTRACTS FOR WORK OR SERVICES

a. No contract shall be made by the Comtrastor with any other party
for furnishing any of the completed or substantially completed articles,
apyare parts or work, herein contracted for, without the written approval of
the Contracting Officer as to sources.

b. The Contractor shall give specific advance notification to the Comn-
tracting Officer of any proposed subcontract hereunder vhick (1) is on a cost
or cost-plus-a-fixed-fee basis, or (2) is om a fixed-price basis exceeding in
dollar smount either $25,000 or five percent (5%) of the total smount of this
contract. .

¢c. The Contractor shall not, without the prior written comsent of the
Contracting Officer, place subcontract wvhich (1) 1s on a cost or cost-

plus-a-fixed-fee basis, or (2) is on a fixed-price basis exoceeding in dollar
amount either $25,000 or five percent (5%) of the total amount of this

(x)
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contract, or (3) provides for the fabricatiem, purchase, remtal, imstalla-
tion or other acquisition, of any item of industrial facilities, or of spe-
cial tooling having a value in excess of $1,000, or (4) is on & time-and-
meterial or labor-hour basis. The Contracting Officer may, in his discretion,
ratify in writing amy such subcontrect; such action shall constitute the con-
sent of the Contracting Officer as required by this parsbreph c.

d. The Contractor agrees that mo subcontract placed under this contract
shall provide for payment on a cost-plus-a-percentage-of-cost basis.

e. The Contracting Officer may, in his discretiomn, specifically spprove
in writing any of the provisions of a subcomtrect. However, such approval or
the consent of the Contracting Officer obtained as required by this clause
shall not be construed to comstitute a determimation of the acceptability of
the subcontract price, unless such sapproval specifically provides that it con-
stitutes a determination of the acoeptability of the subcomtract price.

f. The Contracting Officer may appaove all or any paxrt of the Con-
tractor’s purchasing system and from time to time rescind or reinstate such
approval. Such approval shall be deemed to fulfill the requirements for ob-
taining the Comtracting Officer's comsent to subcomtracts as prescribed in

paragraph ¢ above.
PART XII - LETTER CONTRACT SUPEREEDED

This is the Definitive Contract ooutemplated by the lLetter Comtract
issued by the Govermment and accepted by the Contractor om April 29, 1958,
effective March 15, 1958, and supersedes said Letter Contract. Work performed
and payments made, if any, under said Letter Contrect shall be deemed to be
work performed and peayments made under this Definitive Comtract. The date of
the Letter Contract shall govera for the determination of the priority status
of this Definitive Contract. In the event of comflict between this Definitive
Contract and said letter Contract, this Definitive Contract shall prevail.

(xt)
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WORK STATRMENT
DEVELOPMENT OF A SATELLITE RECONNAISSANCE AND RECOVERY SYSTEM

Develop and provide, except as specifically set forth below, all
equipment, services, and facilities necessary to complete a program of
photo-recounaissance of the Soviet Union. The photo-recomnaissance sys-
ten shall have the following design paramsters and objectives:

a. A satellite-borne system compatible with the
syster but employing the Thor booster.

b. The design will be compatible with the overt biomedi-

mmdz 25X1

Photographs shall be obtaimed at a groumd resolutiom
of 25 rootcrbottor (uwanc:m) 25X1
with a locatiomal accuracy objective of 1 mile.

d. Maximum possible ground coverage shall be obtaimed con-
sistent wvith the ground resclution requirements and payloed capa-
bility of the dooster system.

e¢. Latent image film shall be recovered by means of ballis-
tic re-entry and land or sea recovery.

25X1

f. The center of the recovery area shall be withim 200
nsutical miles of a designated looation with a dispersiom (90% of
impacts) of x = 200 meutical miles, y = 75 nsutiocal miles or
less.

Delivery of equipment to the flight test and operations shall be in
accordance with the attached schednle. The actual firing dates will be gov-
erned by target operational facters. The dates set forth on the delivery
schedule represent the flight readiness dates.

The following shall be provided by the Goverament and shall not de
developed or supplies under this comtract:

a. Thor boosters, associsted receipt checkout and launch facil-
ities, equipmsnt and services.

b. mitmnd.urvieud-nlopdorundonth:ho 25X1
gram vhick can profitably support this recommaissance program. These ele-
ments will be programmed overtly in sppropriate quantities and im a timely
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fashion., as part of either the mzem-umm”umnh 25X1
Frogrems, or of other programs &8 may be determinmed but will actually be
intemded to support this recoverable reconmaissance yrogrem. The imtent

is to retain as many elemnts of the overall operation in an overt status

as possible. Where an item or service can be yrogrammed openly without
revealing its ultimate usage, it will be charged to the cover program amd

not to this comtrect.

¢. Recovery ships and/or aircraft, amd their normsl opereting
persomnel and support. (Special equipment, training or trained perscnmel
required for search and recovery vill be provided by the comtracter).

d. 8pecial receipt and checkout space and facilities at the
launch site.

Establish and maintain technical and msnagement control of such sub-
econtrectors as are required for the proper execution of the werk statement.
Majoxr subcomtractors inelude:

&. ITEK Corporatiom will develop and msmufacture the reconmnais-
sance camsra and associated equipment.

b. General Electric Compeny will develop snd manufacture the
re-entry body.

Technical direction of the program is the joint respomsibility of sev-
eral agencies of the Goverament. In the imterest of effective management,
however, such direction will be provided primarily by and through the Air
Force Ballistic Missile Division acting as the agent for all interested com-
ponents of the Govermment. A Project Officer will be established in O as
the single day-by-day point of comtaet for the comtrsctor. This Officer will
have authority to make on-the-spot decisions within the scope of the werk
-uumtmm-tmmmummmmmumu
importance. mmwu-mmtmsemunjouw
reviev the progress of the program. The Govermment will make arrangsments
to permit the prompt rendering of major decisions comcernimg the prograam
vhich cannot be mads by the Project Officer.

Special security msasures will be required throughout the program.
The complete security plen, clearance of facilities and of individuals knowl-
edgesble of the program, and other matters relating to security will be
under the direction of a designated aunthority within the Govermment. The
contractor will yrovide such special security mseswres within his owa facili-
ties, subeentracters' facilities, or Govermment facilities provided for this
project, a3 my be required to conform with the security plan.
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Prepare monthly letter status reports which preseat in brief form
the technical and fiscal status of the yrogram. The fiscal status shall
shov separsately the status of the major subeontractors.
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DELIVERY SCHEDU

) ST

ITEM AI!JJABOIDJFIAIIJJAS

IESYAN RELRASE
Structure & Installations
Aunxiliary Power Unit
Antennss
Ground Equipment

PROTOTYPE
Fabrication & Assembly x
Test x

LI LA

Complete Space Utilization x
Complete Weight & Balance x

FLIGHT UNITS !
Assenbly & Test
Spare Gaits

FLIGRT SCHEDULE x
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GENERAL PRCVISIONS

1. DEFINITIONS

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

(a) The term "Scerctary" neans the Secretary, the Under Secre-
tary, or any Assistant Sccrcetary of the Department and the head or
any assistant head of the cxecutive agency; and the tern "his duly
authorized represcentative' means any person or persons or board (cther
than the Contracting NOfficer) authorized to act for the Secretary;and
the term "Departrment” means that corponcnt of the Government having
cognizance of this contruct and represented by the Contracting Officer
cxecuting this contract.

(b) The term "Contracting Officer" neans the person cxecuting
this contract on behalf of the Governnent, and any other officer or
civilian employce who is a properly designated Contracting Officer,
and the term includes, except as otherwise provided in this contract,
the autherized rceprescntative of a Contracting Officer acting within
the lindts of his authority.

(c) Except as otherwise provided in this ccntract, the tern
"subcontracts" includcs purchase orders under this contrach.

(d) The term "contract work” means all work to be perforned
under this contract including any studies covering fundawmental, theo-
retical, or experimental investigations; any extension of the inves-
tigative findings and theories of a scientific and technical nature
into practical application; any tangible terms, hercinafter referred
to as supplics, if called for herein, furnished to the Govermient;
and any reports, data, couputations, plans, drawings, and specifica-
tions with respect to the foregoing.

2. CHANGES

The Contracting Cfficer may at any time, by a written order, and
without notice to the surectics, make changes, within the gencral scope
of this contract, in any one or norc of the following: (i) drawings,
designs, or specifications, wherc the supplies to be furnished are to
be specially nanufacturced for the Government in accordance therewith;
(ii) method of shipment or packing; and (iii) place of delivery. If
any such change causes an increase or decrcase in the cost of, cor the
tine required for, performance of this contract, an equitable adjust-
nent shall be nade in the contract price or delivery schedule, or
both, and the contract shall be nodified in writing accerdingly. Any
clain by the Contractor for adjustient under this clausc rust be as-
serbed within 60 days from the date of receipt by the Contractor of
the notification of change; PROVIDED, however, that the Contracting
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Officer, if he decides that the facts justify such action, nay receive
and act upon any such clain asserted at any time prior to final pay-
nent under this contract. Failure to agrze to any adjustuent shall
be a dispute concerning a question of fact within the neaning of the
clause of this contract entitled "Disputes.” However, nothing in

this clausc shall excuse the Contractor from proceeding with the cen-
tract as changed.

3. EXTRAS

Except as otherwise provided in this contract, no paynent for
extras shall be rade unless such extras and the price therefor have
been authorized in writing by the Centracting Cfficer.

L. VAPIATION IN QUANTITY

No variation in the quantity of any iten called for by this ccn-
tract will be accepted unless such variation has been caused by con-
ditions of loading, shipping, or packing, or allowances in nanufac-
turing processcs, and then only to the extent, if any, specifiecd
elsewhere in this contract.

S INSPECTION™
{a—At}suppties—{whieh term-throughout—tits TlausT “inciudes
without limitation raw materials, couponcents, intermediate asscmblics,
and end products) shall be subject to inspection and test by the Goy
ermacnt, to the extent practicable at all times and places includifig
the period of nanufacture, and in any event prior to final acgeptance.

(b) In case any supplics or lots of supplics arc &Cfective in
naterial er workmanship or otherwise not in conforrygfy with the re-
quirenents of this contract, the Government sh ave the right
e¢ither to reject then (with or without instryefions as to their dis-
position) or to require their correction, upplics or lots of sup-
plies which have been rejected or requéfed to be corrected shall bc
removed or corracted in place, as _e€quested by the Contracting Officer,
by and at the expense of the Coafractor proumptly after notice, and
shall not again be tendered £or acceptance unless the forner tender and
either the rejection or p€quirement of correction is disclosed. If
the Contractor fails padrptly to remove such supplics or lots of sup-
plics, when requestefl by the Contracting Officer, and to proceed
pronptly with thgreplacement or corrcetion thercof, the Governrient
cither (i) may Ay contract or otherwise replace or correct such sup-
plics and chdrge to the Contractor the cost occasioned the Governnent
therceby, ¢ (ii) nay terminate this contract for default as provided
in the gfausc of this contract entitled "Default". Unless the Con-
tractef clcets to correct or replace the supplies which the Governnent
has/a right to reject and is able to make such correction or replace-
nght within the required delivery schedule, the Contracting Officer

12} requ X v —O vies PP 5 - a & o B S
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which—is—equitabicunder—thecircumstances——FoIIUre TO agree to

- reduction of pricce shall be a dispute concerning a question of fact
within the meaning of the clause of this contract entitled "Disputesf.

(c) If any inspection or test is made by the Government on tife
prenises of the Contractor nr a subcontractor, the Contractor wijfiout
additional charge shall provide all rcasonable facilitics and agsist-
ance for the safety and convenience of the Governuent inspect in
the performance of their duties. If Government inspection test is
made at a poiat other than the premises of the Contractor £r a sub-
contractor, it shall be at the expense of the Governmenty PRCVIDED,
that in casc of rejection the Govermment shall not be able for any
reduction in valuc of samples used in connection wi such inspecction
or test. All inspecticns and tests by the Govermpyeht shall be per-
formed in such a manner as nct to unduly delay t#c work. The Govern-
nent reserves the right to charge to the Cont
cost of Government inspection and test when #upplies are not ready at
the time such inspection and test is requgdted by the Contractor. Final
acceptance or rejection of the supplics £hall be nade as prompitly as
practicable after delivery, except as Gtherwise provided in this con-
tract; but failure to inspcet and g€cept or reject supplies shall
neither rclieve the Contractor frof responsibility for such suppliecs
as arce not in accordance with th€ contract requirements nor impose
liability on the Govermuient thérefor.

d test by the Government of any supplics
relieve the Contractor from any responsibility
her failures to nect the contract requirenents
red prior to final acceptance. Except as cother-

is contract, final acceptance shall bc conclusive

s latent defects, fraud, or such gross nmistakes as

(d) The inspection
or lots thereof does no
regarding defects or
which may be disco
wise provided in
except as reg
ancunt to fpeud.

The Contractor shall provide and maintain an inspection

4 acceptable to the Government covering the supplies hereunder.
rds of all inspection work by the Contractor shall be kept con~

PAete and available to the Government during-the performance of this
ontract and for such longer period as may be specified elsewhere in

jie—contract

6. RESPONSIBILITY FOR SUPPLIES

Except as otherwise provided in this contract, (i) the Contractor
shall be responsible for the supplics covered by this contract until
they are delivered at the designated delivery point, regardless of
the point of inspection, and (ii) the Contractor shall bear all
risks as to rejected work after notice of rejection.

Vo o Y W v W Jn |
F—AOSTONMERNT-OF-CEATMS

(a) Pursuant to the provisicns-of +he AesigmmEent of Claims Act
5 aionded4-3t-Hfrfede—R03, U1 U S _Cade 15), if this -

o = M=
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.. for moneys duec or to beecome due to the Contractor from the Govern-
ment under this contract may be assigned to a bank, trust company
or other financing institution, including any Federal lending
and nay thereafter be further assigned and reassigned to an
institution. Any such assignment or reassignment shall
amounts payable under this contract and not already d, and shall
not be made to more than onc party, except that such assignment
or reassignnent may be made to one party as cnt or trustee for two
or rnore parties participating in such fi ing. Netwithstanding any
pProvision of this contract, payuent to assignee of any moneys duc
or to become duc under this contract shall not, to the extent provided
in said Act as amended, be subjept to reduction or sct-cff.

(b) In no event sha topics of this contract or of any plans,
specifications, wr othepfinilar documents relating to work under
this contract, if wapkCd "TOP SECRET," "SECRET," "CONFIDENTIAL,"
be furnished to apy assignee of any claim arising under this contract
or to any othe erson not entitled to receive the same; PROVIDED,
any part or all of this contract sco marked nay be fur-
any information contained thercin may be disclesed, to such
upon the prior written authorization of the Contracting Cfficer

(¢) The Contractor shall obtain the written authorization of

le Contracting Officer prior to the assignment of any rights under
1 contrsety

8. ADDITIONAL BOND SECURITY

If any surety upon any bond furnished in connection with this
contract becomes unacceptable to the Governnent, or if any such
surcty fails to furnish reports as to his financial condition from
time to time as requested by the Government, the Contractor shall
promptly furnish such additional security as may be required fron
tine to time to protect the interests of the Government and of per-
sons 8upplying labor or materials in the prosecution of the work
conterplated by this contract.

9. FEDERAL, STATE ANDB LOCAL TAXES

(a) DEFINITIONS. As used throughout this clausc, the following
terms shall have the ncanings set forth below:

(1) The term "direct tax" means any tax or duty
dircetly applicable to the completed supplies or
services (as distinguished from taxes dircectly ap-
plicable to materials and components used in the
manufacture or furnishing of the completed supplies
or services) covered by this contract cr any other
. tax or duty from which the Contractor or this trans-
\“‘”~-"~~a£$ipg_is excript. It includes any tax or duty dircctly

-

) -
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applicable to the iuportation, producticn, processing,
nanufacture, construction, sale, or usc of such sup-
plies or services; it alsc includes any tax levied on,
with respect to, or measurced by sales, receipts fron
sales, or usc of the supplies or services covered by
this contract. The term does not include transpertation
taxes, unemployment compensation taxcs, social security
taxcs, income taxes, excess profits taxes, capital stock
taxces, property taxes, and such other taxes as are not
within the definitien of the term "dircet tax" as set
forth above in this paragraph.

(i1) The term "contract date" means the effective
date of this contract if i% is a negotiated contract
or the date set for the opening of bids if it is a
contract entered into as a result of formal advertising.
For the purpose of any additional procurenent of supplies
or scrvices called for by any agrecment supplcrental
hereto, the term "contract date" shall refer to the date
of such supplemental agreenent.

(b) FEDERAL TAXES., Except as may be otherwise provided in this
contract, the contract price includes all applicable Federal taxes in
effect cn the contract date.

(c) STATE OR LOCAL TAXES. Except as may be otherwise provided
in this contract, the contract price does not include any State or
local direct tax In effect cn the contract date.

(&) EVIDENCE OF EXEMPTION: The Government sgrees, upon request
of the Contracter, unless there exists no legal basis to sustain an
exemption, to furnish a Tax Exemption Certificate or other similar
evidence ef exemption with respect to any direct tax not included in
the contract price pursuant tn this clause; and the Contractor agrees,
in the event of the refusal of the applicable taxing authority to ac-
cept such evidence of exemption, (1) promptly to nctify the Contracting
Officer of such refusal, (ii) to cause the tax in question to be paid
in such manner as to preserve all rights to refund thereof, and (iii)
if so directed by the Contracting Officer, to take all necessary action,
in cooperation with and for the benefit of the Government, to secure
a refund of such tax (in which event the Government agrees to reim-
burse the Contractor for any and all reasonable expenses incurred at
its direction).

(e) PRICE ADJUSTMENT. If, after the contract date, (i) the
Federal Government or any State or local government either imposes
or increases (nr removes an exemption with respect to) any direct
tux, or any tax directly applicable to the materials or compcnents
used in the manufacture or furnishing of the completed supplies or
services covered by this contract, or (ii) the Federal Government or
any State or local government refuses to accept the evidence of exemp-
tion, furnished under paragraph (d) hereof, with respect to any direct
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tax excluded from the contract price, or (iii) the Federsl Government
does not furnish a tax excmption certificate or other similar evidence
of exemption with respect to any direct tax excluded from the contract
price, and if under either (1), (ii), or (1ii) the Comtractor is
cbliged to and does pay or bear the burden of any such tax (and does
got secure a refund therecf), the contract price shall be correspondingly
increased, and if interest and penalties are incurred by reason of
delgy in payment of such tax on the instruction of the Contracting
Officer, and sueh interest and penalties are legally impcsed, the con-
tract price shall be correspondingly increased, If, after the contract
dete, ‘he Contractor is relieved in whole or in part from the payment
or the burden of any Airect tax included im the contract price, or any
“ax directly applicable to the meterials or components used in the
mamafanture or furnishing of the completed supplies or services covered
by this contract, the Jontractor agrees promptly to notify the Centrac-
ting Officer of such relief, and the contract price shall be corres-
poudingly decreased or the amount of such relief paid over to the
Government. Invoices or vouchers covering any increase or decrease

i eevfract price pursuant to the provisions of this paragraph shall
state the amount thereof, as a separate added or deducted item, and

shall identify the particular tax imposed, increased, eliminated, cr
decreased

(f) REFUND OR DRAWBACK. If any tax or duty has been included
?n the coutract price er the price as adjusted under paragraph (e) of
this clause, and if the Contractor is entitled to a refund or drawback
by resson of the export or re-export of supplies covered by this con-
tract, or of materials or components used in the manufacture or fur-
Lishing of the completed supplies or services covered by this contract,
the Contractor agrees that he will promptly notify the Contracting
Officer thereof and that the amount of any such refund or drawback
obtained will be raid over to the Government or credited against amounts
due from the Government under this contract; PROVIDED, however, that
the Coutractor shall not be required to apply for such refund or draw-
back unless so requested by the Contracting Cfficer.

10  DISPUTES

.Except as otherwise provided in this contract, any dispute c¢con-
cerming a question of fact arising under this contract which is nct
disposed of by agreement shall be decided by the Contracting Officer,
who shall reduce his decision to writing and mail or otherwise turnish
& copy thereof to the Contractor. Within thirty (30) days from the
date of receipt of such copy, the Contractor may appeal by mailing or
otherwise furnishing to the Contracting Officer a written appeal ad-
dressed to the Secretary, and the decision of the Secretary oy his
duly authorized representative for the hearing of such appeals shall,
unless determined by a court of competent Jurisdiction to have been
fraudulent or capricious or arbitrary or so grossly erroneous as neces-
sgrily to imply bad faith, or not supported by substantial evidence, be
final and conclusive: PROVIDED, That, if no such appeal is taken, the
decision of the Contracting Officer shall be final and conclusive In
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cennection 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 decisicn of a dispute hereunder,
the Contractor shall proceed diligently with the performance of the
contract and in accoriance with the Contracting Cfficer's decision.

11. BUY AMERICAN ACT

The Centractor agrees that there will be delivered under this con-
tract only such unmanufactured erticles, materials and supplies (which
term "articles, materials and supplies" is hereinafter referred to in
this clause as "supplies") as have been mined or produced in the United
States, and cnly such manufactured supplies as have been manufactured
in the United States substantially all from supplies mined, produced
or manufactured, as the case may be, in the United States. Pursuant
to the Buy American Act (41 U. S. Code 10a-d), the foregoing provisicn
shall not 2pply (i) with respect to supplies excepted by the Secretary
from the applicaticn of that Act, (1i) with respect to supplies for use
outside the United States, or (iii) with respect to the supplies to be
delivered under this contract which are of a class or kind determined by
the Secretary or his duly authorized representative not to be mined, pro-
duced, or manufactured, as the case may be, in the United States in suf-
flcient and reasonably available commereial quantities and of a satis-
factory quality, or (iv) with respect to such supplies from which the
supplies to be delivered under this contract are manufactured, as are
c¢f a class or kind, determined by the Secretary or his duly authcorized
representative net to be mined, produced, or manufactured, as the case
may be, in the United States in sufficient and reascnably available com-
mercial quantities and of a satisfactory quality: PROVIDED, That this
exception (iv) shall not permit delivery of supplies manufactured out~
side the United States if such supplies are manufactured in the United
States in sufficient and reasonably available commercial quantities and
of a satisfactory quality.

12. EIGHT-HCUR LAW OF 1912

This contract, to the extent that it is of a character specifiecd
in the Eight-Hour Law of 1912 as amended (40 U. S. Cede 324-326) and
is not covered by the Walsh-Healey Public Centracts Act (hl U. S. Code
35-45) 1s subject to the following provisions and exceptions of said
Eight-Hour Law of 1912 as amended, and to all cther provisiens and ex-
ceptions of said Law.

No laborer or mechanic doing any part of the work contempla-
ted by this contract, in the employ of the Contractor or any sub-
contractor contracting for any part cf the said work shall be re-
quired or permitted tc work more than eight hours in any one cal-
endar day upon such work, except updfi theficondition that cempen-
sation is paid to such laborer or mechanic in accordance with the
provigions <f this clause. The wages of every such laberer and
mechanic employed by the Contractor or any subcontractor engaged
in the performance of this contract shall be computed on a basic day rate of

FP (0ct.8,.1956) 7 T -
. Price_Rev. RN

Declassified in Part - Sanitized Copy Approved for Release 2012/04/24 : CIA-RDP89B00709R000200380058-3



Declassified in Part - Sanitized Copy Approved for Releése 2012/04/24 : CIA-RDP89B00709R000200380058-3

L

eight hours per day; and work in excess of eight hours per day is

.. permitted only upen the condition that every such laborer and mechanic
shall be compensated for all hours worked in excess of eight hours
per day at not less than one and one-half times the bagic rate of
pay. For each violation of the requirements of this clause a penalty
of fite dollars shall be imposed upon the Contractor for each such
}aborer or mechanic for every calendar day in which such employee
1s required or permitted to labor more then eight hours upon said
work without receiving compensation computed in accordance with this
clause; and all penalties thus imposed shall be withheld for the use
and benefit of the Government.

13. WALSH-HEALEY PUBLIC CONTRACTS ACT

_ If this contract is for the manufacture or furnishing of mater-
ials, supplies, articles or equipment in an amount which exceeds or
may exceed $10,000 and is otherwise subject to the Walsh-Healey Public
Contracts Act as amended (L1 U. S. Code 35-45), there are hereby incor-
po?ated by reference all representations and stipulations required by
said Act and regulations issued thereunder by the Secretary of ILabor,
suc? Tepresentations and stipulations being subject to all applicable
rulings and interpretations of the Secretary of Labor which are now
or ray ?ereafter be in effect, except that the Contractor shall no%
22~23333£Sga29 include this clausc in subcontracts issued hereunder
When the inclusion of this clause iu a supcontract would jeopardize
2r conflict with the security considerations established in connec-
%lou with %his contract. established in coRness

1k, NONDISCRIMINATION IN EMPLOYMENT

T (a) In connection with the pexformance of werk under this con-
" tract, the Contractor agress.not to discriminate against any employee
or ?Ppllcant for employment because of race, religion, colcr, or
nét}onal origin. The aforesaid provision shall include, but nct be
limited to, the following: employment, upgrading, demctiocn, or
t?ansfer; recruitment or recruitment advertising; 1layoff or termina-
tion; rates of pay or other forms of compensation; and selecticn
fer training, including apprenticeship. The Contractor agrees io
post.hereafter in conspicuous places, available for employees and
aPP%lcants for employment, notices to be provided by the Contracting
Officer setting forth the provisions of the nondiscrimination clause.

’/,_‘f'(b? The Contractor further agrees to insert the foregoing pro-

—-— 7 Visinon in all subcontracts issued hereunder, except subcontracts feor
standard commercial supplies or raw materials, and except as insertion
££;§2§"£Q§eg°iQE_EEQXEEESP.in a_subcontract would jeopardize or con- o w
Llict with_the securlty forsiderations established in connection with

amean this contract. o T o
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15. OFFICIALS NOT TC BENEFIT

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

16. COVENANT AGAINST CONTINGENT FEES

The Contractor warrants that no person or selling agency has been
employed or retained to solicit »r secure this contract upon an agrecment
or understanding for a commlssion, percentage, brokerage, or contingent
fee, excepting bona fide employees or bona fide established commercial
or selling agencies maintained by the contractor for the purpcse of
securing business. For breach or violation of this warranty the Govern-
@ent shall have the right to annul this centract without liability or in
its discretion to deduct from the contract price or consideration the
full amount of such commission, percentage, brokerage, or contingent fee.

17. ATRCRAFT IN THE OPEN

If.this contract is a negotiated fixed-price type of contract for
productlog or modification of aircraft (or missiles having the general
characteristics of aircraft) the clause set forth below shall apply:

(a) Subject to the definitioas and limitations prescribed in
this clause, the Government assumes the risk of damage to cr loss or
destruction of aircraft (or missiles having the general characteristics
of aircraft) in the open, PROVIDED, that such damage, loss, or destruc-
tion is caused by any of the follewing perils;

(1) Fire; lightning, windstorm, cyclone, tornado, hail; explosion;
riot, riot attending a strike, civil commoticn, vandalism and malicious
nischief; sabotage; aircraft or objects falling therefrom, vehicles running
on land or tracks, excluding vehicles owned or operated by the Contractor
or any agent or employece of the Contractor; smoke ; earthquake eor volcanic
eruption; flood, meaning thercby risingﬁof a body of water. hostile or
war}ike action, including action in hindering, combating, or defending
against an actual, impending or expected attack by any government or
sovereign power (de Jure or de facto), or by any authority using military,
naval, or air forces, or by any agent of any such govi¥¥nment, power, auth-
crity, or forces; or

(i1) Other peril of a type noﬁf?*ilgﬁgabove, if such other peril
1s customarily covered by insurance (or B¥% & reserve for self-insurance)
in accordaace with the normal practice of the Cgﬁtractor, or a prevalling
practice in the industry in which the Contractor is engaged with respect
to similar property.
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(b) For purposzs of this clause:

- (i) The term "Aircraft" means aircraft to be furnished to
the Government under this contract, including ccmplete aircraft; and
aircraft in the course of manufacture or modification, including en-
gines, instruments, subassemblies, parts, and equipment installed
therein, or in process of installation, and all uninstalled property
withdrawn from stores for installation in aircraft in the cpen or
temporarily removed from such aircraft, provided such uninstalled pro-
perty is in the npen.

(i1) The term "in the open" means located wholly outside of
buildings or roofed structures.

(c) The Government's obligation under this clause shall extend
only to aircraft in the open under conditions approved by the Contrac-
ting Cfficer, and shall not extend to the following:

(i) lnss, destruction, or damage resulting from failure of
the Contractor, due to willful misconduct or lack of good faith of any
of the Contractor's managerial personnel, to maintain and administer a
program for the maintenance, repair, protection, and preservation of
aireraft in the open, in accordance with sound industrial practice. Tne
term "Centractor's managerial personnel" means the Contractor's directors,
officers, and any of its managers, superintendents, or other equivalent
representatives who have supervision or direction of all or substantially
all of the Contractor's business, or all or substantially all of the
Contractor's operation at any one plant or separate locatien at which
this contract is performed, or a separatec and complete major industrial
operation in conneection with the performance of this contract;

(i1) loss, destruction or damage to aircraft in the possession
or contrel of any subcontractor, except to the extent that the subcon-
tract, with the approval of the Contracting Officer and consistent with
this clause, may otherwise provide.

(d) The Contractor wvarrants that the contract price dces not
and will not include any charge or regerve for insurance (including
self-insurance funds or reserves) co Ting damage to or loss or destruc-
tion of aireraft in the open caused by any of the perils set forth in
paragraph (a)‘ hereof.

(e) 1In the event of damage to or loss or ‘@8struction of air-
crafd in the open, the Contractor shall take all reasonable steps to
protect such aircraft from further G0y wgarute damaged and undam-
aged aircraft, put all aircraft in the $iesible order, and furnish

Sy

T
)

(1) the lost, destroyed, or damaged aiveraft;

(1i) the time and origin of the loss, destructicn, er damage;

(iii) all known interests in commingled property of which
aircraft in the open are a part;
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(iv) +hc insurance, if any, covering any part of the interest
in such commingled property.

The Contractor shall be reimbursed for expenditures made by it in
performing its obligations under this paragraph, to the extent approved
by the Contracting Officer and this contract shall be modified in writ-
ing accordingly.

(£) Ir prior te acceptance by and delivery tc the Government
any aircraft in the open is lost, destroyed, or damaged due to any of
the perils set forth in paragraph (a) hereof, the Government may, unless
otherwise provided in this contract, elect to require that such aircraft
be replaced by the Contractor or restored by the Contractor tc the condi-
tion in which it was immediately prior to such damage. If the Government
requires the aircraft to be replaced or restored, an equitable adjust-
ment shall be made in the amount due under this contract and in the time
required for its performance, and this contract shall be medified in
writing accordingly. Alternatively, the Government may clect to termi-
nate this contract as to any such lost, destroyed, or damaged aircraft,
and in that event the ri:hts of the parties shall be as provided in the
clause entitled Termination for Convenience of the Gevernment.

(g) In the event the Contractor is at any time reimbursed or
compensated by any third person for any damage to or loss or destruction
of any aircraft in the open caused by any peril set forth in paragraph
(a) hereof for which the Contractor has been compensated by the Govern-
ment, it shall equitably reimburse the Government. The Contractor shall
do nothing to prejudice the Government's rights to rccover against
third parties for any such loss, destruction or damage and, upon the
request of the Contracting Officer, shall at the Government's expense,
furnish to the Government all reasonable assistance and cooperation
(including the prosecution of suit and the execution of instruments of
assignment or subrogation in favor of the Government) in obtaining re-
covery.

(h) Any loss or destruction of, or damage to, preoperty fur-
nished by the Government will be governed by the clause of this con-
tract entitled "Govermment-Furnished Property," to the extent that
such clause is, by its terms, applicable.

(i) Any loss, or destruction of , or damage to, alrcraft rc-
curring in connection with operations of said aircraft will be governed
by the clause of this contract entitled "Flight Risk," to the extent
that such clause is, by its tecrms, applicable.

18. MILITARY SECURITY REQUIREMENTS

(a) The provisions of this clause shall apply to the extent that
this contract involves access to security information classified "Cen-
fidential" including "Confidential - Modified Handling Authorized" or
higher.
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(b) The Government shall notify the Contractor of the security
classification of this ccntract and the elements thereof, and of any
subsequent revisions in such sceurity classification, by the usc of a

- Security Requirements Check List (DD Form 254 and 254-I).

(c) To the extent the Government has indicated as of thc date
of this contract, or thereafter irndicates, security classification under
this contract as provided in paragraph (b) above, the Contractor shall
safeguard all classified elements of this contract and shall provide and
maintain a system of security controls within its own organization in
accordance with the requirements of:

(i) the Security Agreement (DD Form 4k41), including the Department
of Defense Industrial Security Manual for Safeguarding Classified Infor-
mation as in effect on date of this contract, and any medification to
the Security Agreement for the purpose of adapting the Manual to the
Contractor's business; and

(ii) any amendments to said Manual made after the date of this
contract, notice of which has been furnished to the Contractor by the
Security Office of the Military Department having security cognizance
cver the facility.

(a) Representatives of the Military Department having security
cognizance over the facility and representatives of the contracting
Military Department shall have the right to inspect at reasonable inter-
vals the proccdures, methods, and facilities utilized by the Contractor
in complying with the sccurity requirements under this contract. Should
the Government, through its authorized represcntative, determine that
the Contractor has not complied with such requirements, the Government
shall inform the Contractor in writing of the proper acticns to be
taken in order to effect compliance with such requirements.

(e) If, subsequent to the date of this contract, the seccurity
classifications or requirements under this contract are changed by
the Government as provided in this clause and the security costs under
this contract are thereby increased or decreased, the contract price
shall be subject to an equitable adjustment by reason of such increased
or decreased costs. Any equitable adjustment shall be accomplished in
the same manner as if such changes were directed under the "Changes"
clause in this contract.

(f) The Contractor agrees to insert, in all subcontracts hercunder
which involve access to classified security information, provisions which
shall conform substantially to the language of this clause, including
this paragraph (f) but excluding the last sentence of paragraph (c) of
this clause.

(g) The Contractor also agrees that it shall determine that any
subcontractor proposed by it for the furnishing of supplies and ser-
vices which will involve access to classified information in the Con-
tractor's custody has been granted an appropriate facility security
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clearance, which is still in effect, prior to being accorded access
to such classified security information.

19. UTILIZATION OF SMALL BUSINESS CONCERNS

(a) It is the policy =f the Government as declared by the Con-
gress to bring about the greatest utilization of small business con-
cerns which is consistent with efficient production.

(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.

20. EXAMINATION OF RECORDS

The following clause will be applicable in all negotiated fixed-
Price supply contracts and purchase arders in excess of $1,000.

EXAMINATION OF RECORDS

(a) The Contractor agrees that the Contracting Officer or any
of his duly authorized representatives shall, until the expiration
cf three years after final payment under this contract, have acccss
to and the right to examine any directly pertinent books, documents,
papers and records of the Contractor involving transacticns related
to this contract.

(b) The Contractor further agrees to include in all his sub-
contracts hereunder a provision to the effect that the subcontracter
agrecs that the Contracting Officer or any of his duly authorizecd
representatives shall, until the expiration of three years after
final payment under the subcontract, have access to and the right to
examine any directly pertinent books, documents, papers, and records
of such subcontractor involving transactions related to the subcon-
tract. The term "subcontract” as used in this clause excludes (1)
purchase orders not exceeding $1,000 and (ii) subcontracts or pur-
chasc orders for public utility services at rates established for
uniform applicability to thec general public.

21. GRATUITIES

(a) The Government may, by written notice to the Contractor,
terminate the right of the Contractor to proceced under 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 employec of the Government with a view toward securing a
contract or securing favorable treatment with respect to the awarding
or amending, or the making of any determinations with respect to the
performance of such contract; PROVIDED, That the existence of the
facts upon which the Secretary or his duly authorized representative
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makes such findings shall be in issue and may be reviewed in any com-
petent 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
of a breach sf 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 authorized representative) which shall be not less 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

22. CONVICT LABOR

In connection with the performance of work under this contract,
the Contractor agrees not to empley any person undergoing sentence of
imprisonment at hard labor.

23. NCTICE AND ASSISTANCE REGARDING PATENT INFRINGEMENT

The provisions of this clause shall be applicable only if the
amount of this contract is in excess of $5,000.

(a) The Contractor shall report to the Contracting Cfficer,
promptly and in reasonable written detail, each nctice or claim of
pratent infringement based on the performance of this contract of which
the Contractor has knowledge.

(b) In the event of litigation against the Government on account
of any claim of patent infringement arising out of the performance of
this contract or cut of the use of any supplies furnished or work or
services performed hereunder, the Contractor shall furnish to the
Government, upon request, all evidence and information in possession
of the Contractor pertaining to such litigation. Such evidence and
Informatien shall be furnished at the expense of the Government except
in those cases in which the Contractor has agreed to irdemnify the
Government against the claim being asserted.

2L, REPORTING OF ROYALTIES

The provisions eof this clause shall be applicable cnly if the
amount of the contract is in excess of $10,000.

(a) The Contractor shall report in writing (in quadruplicate) to
the Contracting Officer as soon as practicable after execution of this
contract whether or not any royalties in excess of $250 have been paid
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or are to be paid by the Contractor directly to any person or firm in
connection with the performance of this contract If royalties in ex-
cess of $250 have been paid or are to be paid to any person or firm, the
report shall include the following items of information with respect to
such royalties (including the initial $250):

(1) The name and address cf each licenscr to whom royalties in
excess of $250 have been paid or are to be paid,

(2) The patent numbers, patent applicatien serial numbers (with
filing dates), or other identification of the basis for such royalties,

(3) The manner of computing the royalties censisting cf (i)
a brief identification of each royalty-bearing uanit or process, (i1)
the total amount of royalties, and (iii) the percentage rate cr dcllars
and cents amount of royalties on each such unit or process; PRCVIIED
that if the royalties cannot be computed in terms of units cr dollars
and cents value, then nther data showing the manner in which the Con-
tractor computes the royalties.

(b) In lieu of furnishing a report under paragraph (a), the Con-
tractor may furnish a single, consolidated report for each accounting
period of the Contractor during which the Centractor has contracts with
the Government, provided the Contractor has requ:sted and obtained the
prior written approvael of the Contracting Officer. Such consclidated
report shall be furnished, when the furnishing therecf has been approved,
in the number of copies as approved, as socn as practicable after the
close cf the accounting perind covered by the report. Such consolidated
report shall be made in accordance with Contractor's established account-
ing practice, and shall include, for the accounting pericd, the tctal
anount of royalties accruing to each licensor at a rate in excess cof
$l,000 per annum on the Contractor's over-all business, together with
() the name and address of each such licensor, (ii) the patent numbers,
patent application serial numbers (with filing dates), or cther identi-
fication of the basis for such royalties, (iii) a brief descripticn cof
the subject matter of the license under which royalties are charged,
(iv) the Percentage rate or unit amount, or if the royalties do nct
accrue by rate or unit amount, such cther data showing the manner by
which the royalties accrue te licensor, and (v) an estimate o1 approxi-
mation (without detailed accounting) of the portion of such rcyalties
that may be attributable to Government contracts. The Contractor shall,
if requested by the Governmeut, furnish at Government expense a more
detailed allocation cf such royalty payments attributable to Government
contracts.

(¢) 1In the event that the Contractor requests written approval to
furnish consolidated reports under paragraph (b) above, the Contracting
Officer shall promptly consider the request and furnish to the Contrac-
tor a letter stating whether or not the request is approved and, nct-
withstanding any such approval, the Contracting 6fficer shall have the
right to questicn any such subsequently furnished report as to accuracy
or completeness of data and to ask for additional information. The
Contractor shall furnish a copy of such letter of approval to the Con-
tracting Officer admiunistering this contract.

FP (Oct. 8, 1956)
Price Rev. 15 -

Declassified in Part - Sanitized Copy Approved for Release 2012/04/24 : CIA-RDP89B00709R000200380058-3



Declassified in Part - Sanitized Copy Approved for Release 2012/04/24 : CIA-RDP89B00709R000200380058-3

(4) Af“er payment of eighty percent (80%) of the amount of this
contract, as from time to time amended, further payment shall be with-
held until a reserve of either (i) ten percent (10%) of such amount cr
(ii) $5,000, which ever is less, shall have been set aside, such reserve
or the balance thereof to be retained until the Contractor shall have
furnished to the Contracting Officer the report called fer by paragraph
(a) hereof or the copy ef the letter approving the Contractor's request
to furnish the report under paragraph (b); PRCVIDED that no amount shall
continue to be withheld from payment for the causes specified in this
paragraph (d) if the Contracting Cfficer shall find that the Contractoxr
has not. been furnished a letter as required by paragraph (c) within a
reasonable time after making written request to submit a single, con~
solidated repnrt under the provisions of paragraph (b) of this clausec;
and PROVIDED FURTHER that the Contracting Officer may, in his discre-
tion, order payment to be withheld in the amcunt and menner above pro-
vided if the report called for by paragraph (a) is unsatisfactory or {b)
is duonbwd has not beea received, or if received, is found to be unsat-
isfactory. No amount shall be withheld under this paragraph when the
minimum amount specified by this paragraph is being withheld under other
provisions of this contract The withholding of any amcunt or subsequent
Payment thereof to the Contractor shall not be construed as a waiver of
any right aceruing to the Govermment under this contract.

25. 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 is
classified "Secret" or higher, the Contractor shall, citing the thirty
(30) aay provision below, transmit the proposed application to the Con-
tracting Officer for determination whether, for reascns of national
security, such application should be placed under an order of secrecy
or sealed in accordance with the provisions of 35 U. S. Code 181-188
or the issuance of a patent should be otherwise delayed under pertinent
statutes or regulations; and the Contractor shall cbserve any instruc-
tions of the Contracting Officer with respect to the manner cf delivery
of the patent application to the U. 8. Patent Office for filing, but
the Contractor shall not be denied the right to file such ratent appli-
cation. If the Contracting Officer shall not have given any such in-
structions 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 »f or prior to the time when the Contractor files or causcs
to be filed a patent application disclosing any subject metter of this
contract, which subject matter is classified "Confidential," a copy of
such application for determination whether, for reasons of natienal
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 regulations.
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(¢) In filing any patent application coming within the scope ¢f
this clause, the Contractor shall observe all applicable seeurity regu-
lat{sns covering the transmission of classified subject metter

26. AUTHORIZATION AND CONSENT

The following clause shall be applicable in all contracts for sup-

plies (including construction work), except purchase orders of $5,000
or less: .

The Government hercby gives its authorizatinn end consent (withcus
prejudice to its rights of indempification, if such rights are provided
“for in this contract) for all use and manufacture, in the performaace of
‘this contract or any part hercof or any amendasent hereto or any subccn-
tract hereunder (including any lower-tier subcontract), of any patented
invention (i) embodied in the structure or compesiticn of any article
the delivery of which is accapted by the Goveinment under this centractt,
or (ii) utilized in the mechinery, tools, or metheds the use of which
necessarily results from compliance by the Centracter or the using sib-
contractor with (a) specifications or written previsicms ncw or hovearter
forming a purt of this contract, or (b) specific written instructicns
given ty the Contracting Officer directing the manuer of porfeormance.

The Ceriractor's entire liebility to the Goverament for patent Infringe-
ment sl be determined solcly by the provisions of the indemnity clause,
if any, included in the contract and the Govermment assumes liability for
51l other infringement to the extert of the authorization and consent
hereigubove granted. :

€7  PATENT RIGHTS
(a) As used in this clausc, the following terms shall have the
reanings set forth below::

(1) 'The term "Suhject Inveaticn" means any imverticn, improve-
mant or discovery (whether or not patentable) conceived or first actually
reduced to practice either (A) in the performance of the experimertal,
developmental, »r research work called for or required under this con-
tract, or (B) in the performaace of any experimeatal, developmental, or
regearch work relating te the subjazet matter of this contract which was
done upon an urderstanding in writing that = contract would boe awarded:
PROVIDED that the term "Subjic2t Invention” shall not include any lnven-
tion which is specifieally identifizd and lis%cd in the Schedule fox the
purpose of exeluding it fror the license granted by this clause.

(1ii) The term "Teochnical Porscnnel” meaps any person empleycd
by or working under c¢contract with the Contractor (cther than n subcen-
tractor whose responsibilities with respect to rights aceruing to the
Government in inventions arising uander subcontracts are sst forth in
paragraphs (g), (h), and (i) of this clause) who, by reascn of the
nature of his duties in counrcetion with the performance of this con-
tract, would reasonably be esxpected to make invertiors.
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(1i1) The terms "subcontract" and "subcontractor" mean any
subcontract nr subcontractor of the Contractor, and any lower-tier sub-
contract or subcounbtractor under this contract.

(v) (1) The Contractor agrecs to and does hereby grant to the Govern-
ment an irrevocable, nonexclusive, nontransferable, and royalty-free
license to practice, and cause to be practiced by or for the United
States Government throughout the world, each Subject Invention in the
manufacture, use and disposition according to law, of any article or
material, and in the use of any method No license granted herein shall
convey any right tc the Government to manufacture, have manufactured, or
use any Subject Invention for the purpose of providing services or sup-
plies to the general public in competition with the Contracter or the
Contractor's commercial licensees in the licensed fields.

(2) With respect to:

(i) any Subject Invention made by other than Technical Per-
sonnel;

(ii) any Subject Invention conceived prior to, but first
actually reduced to practice in the course of, any of the experimertal,
developmental, or research work specified in (a)(i) above: and

(iii) the practice of any Subject Invention in foreign
countries; tre obligaticn of the Contractor to grant a license as pro-
vided in (b)(1) above, to convey title as provided in (d)(ii)(B) or (a)
(iv) below, and to convey foreign rights as provided in (e) below, shall
be limited to the extent of the Contractor's right to grant the same
without incurring any obligation to pay royalties or sther compensation
to others solely on account of said grant. Nothing contained in this
Patent Rights clause shall be deemed t» grant any license under any in-
vention other than a Subject Invention.

(c) The Contractor shall furnish to the Contracting Cfficer the
following information and reports concerning Subject Inventicns which
reasonably appear to be patentable:

(;) a written disclosure promptly after conception er first
actual reduction to practice of each such Invention together with a
written statement specifying whether or not a United States patent appli-
cation claiming the Inventicn has been or will be filed by or on behalf
of the Centractor;

(i1) interim reports, at least every twelve menths, commen-
cing with the date of this contract, each listing all such Inventicns
conceived or first actually reduced to practice more than three menths
prior to the date of the report, and not listed on a prior interim re-~
port, or certifying that there are no such unreported Inventions; and

(iii) prior to final settlement of this contract, a final
report listing all such Inventions including all those previeusly listed
in interim reports.

(d) In connection with each Subject Inventicn referred to in
(c)(i) above, the Contractor shall do the following:
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(i) if the Ccntractor specifies that a United States
Patent application claiming such: Invention will be filed, the Con-
tractor shall file or cause to be filed such application in due
form and time; however, if the Contractor, after having specified
that such an application would be filed, decides not to file or cause
to be filed said application, the Contractor shall so notify the Con-
tracting Officer at the carliest practicable date and in any event
no; later than eight months after first publication, public use or
sale.

(i1) if the Contractor specifies that a United States
Patent application claiming such Invention has not been filed and will
not be filed (or having specified that such an application will be
filed thereafter notifies the (omtracting Officer to the contrary), the
Contractor shall:

(A) inform the Contracting Officer in writing at the
earliest practicable date of any publication of such Invention made by
or known to the Contractor or, wherc applicable, of any contemplated
publication by the Contractor, stating the date and identify of such
publication or contemplated publication; and

(B) convey to the Government the Contractor's entire
right, title, and interest in such Invention by delivering to the Con-
tracting Officer upon written request such duly executed instruments
(prepared by the Government) of assignment and application, and such
other papers as are deemed necessary to vest in the Government the
Contractor's right, title, and interest aforesaid, and the right to
apply for and prosecute patent applications covering such Invention
throughout the world, subject, however, to the right of the Contrac-
tor specified in (e) belcw to file foreign applicaticns, and subject
further to the reservation of a non-exclusive and royalty-free license
to the Contractor (and to its existing and future associated and affi-
liated companies, if any, within the corporate structure of which the
Contractor is a part) which license shall be assignable to the succes-
sor of that part of the Contractor's business to which such Invention
pertains:

(iii) the Contractor shall furnish promptly to the Con~
tracting Officer on request an irrevocable povwer of attorney to in-
spect and make copies of each United States patent application filed
by or on behalf of the Contractor covering any such Invention;

(iv) In the event the Contractor, or those other than the
Government deriving rights from the Contractor, elects not to continue
prosecution of any such United States patent application filed by or
on behalf of the Contractor, the Contractor shall so notify the Con-
tracting Officer not less than sixty days before the expiration of
the response period and, upon written request, deliver to the Contrac-
ting Officer such duly executed instruments (prepared by the Government)
as are deemed necessary to vest in the Government the Contractor's
cntire right, title, and interest in such Invention and the applica-
tion, subject to the reservation as specified in (d)(ii) above; and

(v) the Contractor shall deliver to the Contracting Officer
duly executed instruments fully confirmatory of any license rights
herein agreed to be granted to the Goverument.
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(e) The Contractor, nr those cther than the Government deriving
rights from the Contractor, shall have the exclusive rights to file
applications on Subject Inventions in each foreign country within:

(i) nine months from the date a corresponding United States
applicatien is filed;

(ii) six months from the date permissicn is granted to file
forcign applications where such filing had been prohibited for security
reasons; or

(iii) such longer pericd as may be approved by the Contrac-
ting Cfficer. The Contractor shall, upon written request of the Con-
tracting Officer, convey to the Government the Contractor's entire
right, title, and interest in cach Subject Invention in each foreign
country in which an application has not been filed within the time
above specified, subject to the reservation of a non-exclusive and
royalty-free license to the Contractor together with the right of the
Contractor to grant sublicenses, which license and right shall be as-
signable to the successor of that part of the Contractor's business te
which the Subject Invention pertains.

(f) If the Contractor fails to deliver to the Contracting JIfficer
the interim reports required by (¢)(ii) above, or fails to furnish the
written disclosures for all Subject Inventions required by (c)(i) above
shown to be due in accordance with any interim report delivered under
(c)(ii) or otherwise known to be unreported, there shall be withheld
froem payment until the Contractor shall have corrected such failures
either ten percent (10%) of the amount of this contract, as from time
to time amended, or five thousand dollars ($5,000), whichever is less.
After payment of eighty percent (80%) of the amcunt of this centract,
as from time to time amended, payment shall be withheld until a reserve
of either ten percent (10%) of such amount, or five thousand dollars
($5,000), whichever is less, shall have been set aside, such reserve
cr balance thereof to be retained until the Centractor shall have fur-
nished to the Contracting Officer:

(1) the final report required by (c)(iii) above;

(ii) written disclosures for all Sub ject Inventions required
by (c)(1)above which are shown to be due in accordance with interim re-
ports delivered under (c)(ii) above or in accordance with such final
reports or are otherwise known to be unreported; and

(ii1) the information as to any subcontractor required by (h)
below. The maximum amount which may be withheld under this paragraph
(f) shall not exceed ten percent (10%) of the amount of this centract
or five thousand dollars ($5,000), whichever is less, and no amount
shall be withheld under this paragraph (f) when the amount specified
by this paragraph (f) is being withheld under other provisions of this
contract. The withholding of any amount or subsequent payment thereof
to the Contractor shall not be construed as a waiver of any rights ac-
cruing to the Government under this contract. This paragraph (f) shall
not be construed as requiring the Contractor to withhold any amounts
from a subcontractor to enforcce compliance with the patent provisions
of a subcontract.
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(g) The Contractor shall exert all reascnable effort in negotia~
ting for the inclusion of this Patent Rights clause in any subcontract
herecunder of three thousand dollars ($3,000) or more having cxperimen-~
tal, developmental, or rcsearch work as one of its purposes. In the
event of refusal by a suvcontractor to accept the Patent Rights clause,
the Contractor shall not proceed with the subcontract without written
authorization of the Contracting Officer, and upoun obtaining such auth-
orization, shall cooperate with the Government in the negotiation with
such subcontractor of an acceptable patent rights clause; PROVIDED,
however, that the Contractor shall in any event require the subcontrac-
tor to grant to the Government patent rights under Subject Inventions
of no less scope and on no less favorable terms than those which the
Contractor has under such subcontracts, except that in no event shall
the subcontractor be required to grant to the Government patent rights
in excess of those herein agrced to be granted to the Government by the
Contractor.

(h) The Contractor shall, at the earliest practicable date, notify
the Contracting Officer in writing of any subcontract containing a patent
rights clause, furnish the Contracting Officer a copy of such clause, and
notify the Contracting Officer when such subcontract is completed. It is
understood that with respeet to such subcontract clause, the Government
is a third party beneficiary, and the Contractor hereby assigns to the
Government all the rights that the Contractor would have to enforce the
subcontractor's obligations for the benefit of the Government with res-
pect to Subjeet Inventions. The Contractor shall net be obligated to
enforee the agrzements of any subcontractor hercunder relating to Subject
Ioventions.

(1) When the Contractor shows that it has been delayed in the
performance of this contract by reason of its inability to obtain in ac-
cordance with (g) above a suitable patent rights clause from a gqualified
subcontractor for any item or service required under this contract for
vhich the Contractor itself docs not have availablc facilities or quali-
ficd personncl, the Contractor's delivery dates shall be extended for a
period of time equal to the duration of such delay; and, upon raquest
of the Contractor, the Contracting Officer shall determine to what ex-
tent, if any, an additional extension of the delivery dates and an in-
crcase in contract prices based upon additional costs incurred by such
delay are proper uader the circumstances; and the contract shall be
modificd accordingly. I the Contractor, after exerting all reasonable
effort, is unablce to obtain o qualificd subcontractor as set forth above,
the Contractor moy submit to the Contracting Officer a written request
for waiver or modification of the requirement that a suitable patent
rights clause be included in the subcontract.

Such request shall specifically state that the Contractor has uscd
all reasonable effort to obtain such qualified subcontractor, and shall
cite the waiver or termination provision hereinafter set forth. 1If,
within thirty-five (35) days after the date of recceipt of such request
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for a waiver or modification of said requircment, the Contracting Offi-
cer shall fail to deny in writing such request, the requircment shall
be deemed to have been waived by the Goverament. If within such period
the Contractor shall receive a written denial of such request by the
Contracting Officcr, this contract shall thereupon automatically ter-
minate and the rights and obligations of the parties shall be governed
by the provisions of the clause of this contract providing for termina-
tion for the convenicnee of the Govermment.

28. (COPYRIGHT

(a) The Contractor agress to and does hercby grant to the Govern-
ment, and to its officers, agents and employces acting within the scope
of their official duties, (i) a royalty-frec, noncxclusive and irrevo-
cable licensc to reproduce, translatce, publish, use, and disposc of,
and to authorizc others so to do, all copyrightable material first pro-
duced or composcd and delivered to the Government under this contract
by the Contractor, its cmployces or any individual or concern specifi-
cally cmployed or assigned to originate and prepare such material and
(ii) a license as aforesaid under any and all copyrighted or copyright-
able work not first produced or composed by the Contractor in the per-
formance of this contract but which is incorporated in the naterial fur-
nished under the contract,; provided that such license shall be only to
the extent the Countractor now has, or pricr to completion or final set-
tlement of the contract may acquire, the right to grant such license
without beecoming liable to pay compensation to others solely because
of such grant.

(b) The Contractor agrees that it will exert all reasonable cffort
to advise the Contracting Officer, at the time of delivering wny copy-
rightoble or copyrighted work furnished under this contract, of any
adverscly held copyrighted or copyrightable material incorporated in
any such work and of any invasion of the right of privacy therein con-
taincd.

(c) The Contractor agrees to report to the Contracting Officer,
promptly and in reasonable written detail, any notice or clain of copy-
right infringement recsived by the Contractor with respect to any mater-
ial delivered under this contract.

29. REPRODUCTION AND USE OF TECHNICAL. DATA

The Contractor agrees to and does hercby grant to the Government,
to the full extent of the Contractor's right to do so without payment
of compensation to others, the right to reproduce, use, and disclesec
for governmental purposecs (including the right to give to foreign gov-
ernments for their use as the national interest of the United States
my demand) all er any part of the reports, drawings, blueprints, data,
and technical information specificd to be dclivered by the Coatractor
to the Government undcer this contract; PROVIDED, however, that nothing
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contained in this paragraph shall be deened, directly or by implication,
to grant any licensc under any potent now or hereaftor issued or to
grant any right to reproduce anything else called for by this coatract.

30. GOVERNMENT-FURNISHED PROPERTY

(a) The Government shall deliver to the Contracter, for use in
coancetion with and under the terms of this contract, the property des-
cribed in the Schedule or specifications, together with such relatced
data ard information as the Contractor may request and as may reason-
ably be required for the intended use of such property (hercinafter
referred to as "Govermnent-furnished Property"). The delivery or per-
formaace dates for the supplies or scervices to be furnished by the Con-
tractor under this contract are based upon the expectation that Govern-
nent-furnished Property suitable for use will be delivered to the Con-
tractor at the times stated in the Schedule or, if not so stated, in
sufficicnt time to enable the Contractor to nicet such dclivery or per-
formance dates. In the event that Governnent-furnished Property is not
delivered to the Contractor by such time or times, the Contracting Offi-
cer shall, upon timcly written request made by the Contractor, make a
determination of the delay occasioned the Contractor thercby, and shall
cquitably adjust the delivery or performance dates or the contract price,
or both, and any other contractual provision affected by such delay, in
accordance with the procedures provided for in the clausc of this con-
tract entitled "Changes." 1In the cvent the Government-furnished Property
is recceived by the Contractor in a condition not suitable for the in-
tended use the Contractor shall, upon rcceipt thercof, notify the Con-
tracting Officer of such fact and, as directed by the Contracting Offi-
cer, cither (i) return such property at the Governnent's expensc or
otherwise disposc of the property, or éii) effeet repairs or modifica-
tions. Upon the complcetion of (i) or (ii) above, the Contracting Officer
upon writtcen request of the Contractor shall cquitably adjust the delivery
or performance dates or the contract price, or both, and any other cou-
tractunl provision affected by the rejection or disposition, or the re-
pair or modification, in accordance with the procedurcs provided for in
the clausc of this contract entitled "Changes." The foregoing provisions
for adjustrent are cxclusive and the Govermment shall not be liable to
suit for breach of contract by recason of any delay in delivery of Gov-
crnnient-furnished Property or delivery of such property in a condition
not suitable for its intended usec.

(p) By noticc in writing the Contracting Officer may decrcasc the
property furnished or to be furnished by the Government under this con-
tract. In any such casc¢, the Contracting Officer upon the written re-
quest of the Contractor shall aquitably adjust the delivery or per-

- formance datcs or the contract priece, or both, and any other contrac-
tual provisions affectcd by the decreasc, in accordance with the pro-
cedurcs provided for in the clause of this contract cntitled "Changes."
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(c) Title to the Governrent-furnished property sholl remain in
the Government. Title to Govermuent-furnished property shall neot be
affected by the incorporation or attachment thereof to any property
not owned by the Government, nor shall such Government-furnished pro-
perty, or any part thereof, be or become a fixture or losc its identity
as personalty by rcascn of affixation to any realty. The Contractor
shall mointain adequote property control records of Government-furnished
property in accordance with the provisions of the "Manual for the Control
of Government Property in the Posscssion of Contractors” (Appendix B,
Arned Services Procurement Regulation) as in effcect on the dote of the
contract, which Manual is hercby incorporated by reference and rade o
part of this contract.

(&) The Government-furnished property shall, unless otherwise
provided hercin, be used only for the performance of this contract.

(e)‘ The Contractor shall maintain and adninister, in accordance
with sound industrial practicc, a program for the maintenance, repair,
protection and preservation of Governnent-furnished property, until
disposed of by the Contractor in accordance with this clause. In the
cevent that any damage occurs to Government-furnished Property the risk
of which has been assumced by the Government under this contract, the
Government shall replace such items or the Contractor shall rnke such
repalr of the property as the Government directs; provided, however,
that 1if the Contractor cannot effect such repair within the time re-
quired, the Contractor shall dispose of such property in the manner
directed by the Contracting Officer. The contract price includes no
compensation to the Contractor for the performance of any repair or
replacenent for which the Government is responsible, and an equitable
adjustment will be made in the contract price for any such repair or
re¢placenent of Government-furnished property made at the direction of
the Governnent. Any rcepair or replaccnent for which the Contractor
is responsible under the provisions of this contract shall be accon-
plished by the Contractor at its own expense.

(f) (1) Except for loss, destruction or damage resulting from a
failure of the Contractor, duc to willful nisconduct or lack of good
faith of any of the Contractor's managerial personncl as defined
herein, to maintain and administer the program for the maintcnance,
repalr, protection and preservation of the Govermnent~furnished pro-
perty as required by paragraph (c) hereof, and except as specifically
provided in clausec (s)........of this contract or in the clausc or
clauscs of this contract designated in the Schedule, the Contractor
shall not be liable for loss or destruction of or damage to the Gov-
ernnent-furnished property (A) caused by any peril while the property
is in transit off the Contractor's premises, or (B) causcd by any of
the following perils while the property is on the Contractor's or sub-
contractor's premises, or on any other premises where such property
may properly be locatpd or by remeval thorvefron bocause of any of the
following perils:
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(I) Fire, lightning; windstorm, cyclone, tornado, hail; explo-
sion; riot, riot attending a strike, civil commotion; vandalism and mali-
cious mischief; sabotage; aircraft or objects falling therefrom; 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; earthquake or volcanic eruption; flood, meaning thereby rising
of a body of water; hostile or warlike action, including action in hin-
dering, combating, or defending against an actual, impending or expec®ed
attack by any government or sovereign power (de jure or de facto), or by
any authority using military, naval, or air forces, or by an agent of any
such government, power, authority, or forces; or

(II) Other peril, of a type not iisted above, if such other
peril is customarily covered by insurance (or by a reserve for self-
insurance) in accordance with the normal practice of the Contractor, or
the prevailing practice in the industry in which the Contractor is en-
gaged with respect to similar property in the same general locale.

The perils as set forth in (A) and (B) above are hercinafter called
"excepted perils.”

This clause shall not be construed as relieving a subcontractor from
liability for loss or destruction of or damage to the Government~Furnished
propert;” while in its possession or control, except to the extent that
the subcontract, with the prior approval of the Contracting Officer, may
provide for the relief of the subcontractor from such liability. In the
absenc2 ¢f such approval, the subcontract shall contain appropriate pro-
visions requiring the return of all Government-Furnished property in as
gcod condition as when received, except for reasonable wear and tear or
for the utilization of the property in accordance with the provisions of
the prime contract.

The term "Contractor's managerial personnel" as used herein means
) the Contractor's directors, officers and any of its managers, superin-
vendents, or other equivalent representatives who have supervision or ]
éirection of (I) all or substantially all of the Contractor's business;
(II) all or substantially all of the Contractor's operation at any onec

~  Pplant or separate location at which the contract is being performed;
(III) a secparate and complete major industrial operation in connection

with the performance of this contract.

~

i (ii) The Contractor represents that it is not including in the
 pricc hercunder, and agrees that it will not hercatter include in any
; price to the Government, any charge or reserve for insurance (including
' self-insurance funds or reserves) covering loss or destruction of or
' damage to the Government-furnished property causced by any excepted
peril.

v e

(iii) Upon the happening of loss or destruction of or damage
to any Government-furnished property caused by an cxcepted peril, the
Contractor shall notify the Contracting Officer thereof, and shall

Al o
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communicate with the Loss and Salvage Organization, if any, now or here-
after designated by the Contracting Officer, and with the assistance of
the Loss and Salvage Organization so designated (unless the Contracting
Officer has directed that no such organization be cmployed), shall take
all reasonable steps to protect the Government-furnished property from
further domage, seporate the damaged and undamaged Government-furnished
property, put all the Government-furnished property in the best possible
order, and furnish to the Contracting Officer a statement of: (A) the
lost, destroyed and damaged Government-furnished property (B) the time
and or’gin of the loss, destruction or damage, (C) 2ll known interests
in commingled property of which the Government-furnished property is a
pert, and (D) the insurance, if any, covering any part of or intercst

in such commingled property. The Contractor shall be reimbursed for

the expenditures made by it in performing its obligations under this sub-
paragraph (iii)(including charges made to the Contractor by the Loss and
Salvage Organization, except any of such charges the payment of which
the Government has, at its option, assumed directly), to the extent ap-
proved by the Contracting Officer and set forth in a Suppleuental Agrec-
ment.

(iv) With the approval of the Contracting Officer after loss
or destruction of or damage to Government-furnished property, and sub-
Ject to such conditions and limitations as may be imposed by the Con-
tracting Officer, the Contractor may, in order to minimize the loss to
the Government or in order to permit resumption of business or the like,
sell for the account of the Government any item of Governuent-furnished
property which has been damaged beyond practicable repair, or which is
so comuningled or combined with property of others, including the Con-
tractor, that separation is impracticable.

(v) Except to the extent of any loss or destruction of or
domage to Government-furnished property for which the Contractor is re-
lieved of liability under the foregoing provisions of this clause, and
except for reasonable wear and tear or depreciation, or the utilization
of the Govermment-furnished property in accordance with the provisions
of this contract, the Government-furnished property (othcr than property
permitted to be sold) shall be rcturned to the Government in as good
condition as when received by the Contractor in connection with this
contract, or as repaired under paragraph (e) above.

(vi) In the event the Contractor is reimburscd or compensated
for any loss or destruction of or damage to the Govermment-furnished
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
damoge and, upon the request of the Contracting Officer, shall at the
Government's expense, furnish to the Government all reasonoble assistance
and cooperation (inecluding the prosecution of suit and the execution of
instruments of assignment in favor of the Government) in obtaining re-
covery. In addition, where a subcontractor has not been relieved from
liability for any loss or destruction of or damage to the Government-~
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Furnished property, the Ccatractor shall enforce the liability of the
subcontractor for such loss or destruction of or damage to the Govern-
nent-Furnished property for the benefit of the Government.

(vii)(Where applicable). In the eveat any aircraft are to be
furnished under this contract, any loss or destruction of, or damnge to,
such aircraft or other Government-furnished property occurring in con-
nection with operations of said aircraft will be governed by the clause
of this contract captionod "Flight Risks", to the extent such clause is,
by its terms, applicable.

(g) Tne Government shall at all rcasonable times have access to
the premises wherein any Government-furnished property is located.

(h) Upon the completion of this contract, or at such carlicr date
os may be fixed by the Contracting Officer, the Contractor shall submit,
in a form acceptable to the Contracting Officer, inventory schedules
covering all items of Government-furnished property not consumed in the
performance of this contract (ineluding any resulting scrap), or not
theretofore delivercd to the Goverament, and shall deliver or make such
other disposal of such Government-furnished property, as may be directed
or authorized by the Contracting Officer. Rccoverable scrap from Gov-
ernment-furrished property shall be reported in accordance with a pro-
cedure and in such form as thc Contracting Officer may direct. The net
procceds of any such disposal shall be credited to the contract price or
shall be paid in such other manncer as the Contracting Officer may direct

(i) Directions of the Contracting Officer and commmunications of
the Contractor shall be in writing.

31. TERMINATION FOR CONVENIENCE OF THE GOVERNMENT

(a) The performance of work under this contract may be terminated
by the Government in accordance with this 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 effectad by delivery to the Contractor of a Notice
of Termination specifying the extent to which performancce of work under
the coatract is terminated, and the date upon which such termination be-
cones effective.

(b) After receipt of a Notice of Termination, and cexcept as other-
wise directcd by the Contracting Officer, the Coutractor shall (1) stop
work under the contract on the date and to the extent specificd in the
Notice of Termination; (2) place no further orders or subcontracts for
materials, services, or facilities cxcept as may be necessary for conm-
pletion of such portion of the work under the contract as is not ter-
minated; (3) ternminate all orders and subcontracts to the extent that
they relate to the performonce of work terminated by the Notice of Ter-
mination; (h) assign to the Goveranent, in the monner, ot the tines, and
to the extent directed by the Contracting Officer, all of the right,
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title, ond interest of the Contractor under the orders and subcontracts
so terninatced, in which case the Government shall have the right, in its
discretion, to settle or pay any or all claims arising out of the termina-
tion of such orders and subcontracts; (5) settle all outstanding liabi-
lities and all claims arising out of such termination of orders and sub-
contracts, with the approval or ratification of the Contracting Cfficer,
to the extent he may require, which approval or ratification shall be
final for all the purposes of this clausc; (6) transfer title and deliver
to the Government, in the monner, at the times, and to the extent, if any,
directed by the Comtracting Officer, (1) the fabricated or unfabricated
parts, work in process, completed work, supplies, and other material pro-
duced as a part of, or acquired in connection with the performance of,
the work terminated by the Notice of Termination, and (ii) the completed
or partially completed plans, drawings, information, and other property
which, if the contract had been cormpleted, would have been required to

be furnished to the Govermment, (7) usc its best efforts to sell, in the
manner, at the tines, to the extent, and at the price or prices dirccted
or authorized by the Contracting 6fficer, any property of the types re-
ferred to in provision (&) of this paragraph, PROVIDED, HOWEVER, that the
Contractor (i) shall not be required to extend credit to any purchaser,
and (ii) moy acquire any such property under the conditions prescribed
by and at a price or prices approved by the Contracting Officer; and
PROVIDED further that the procceds of any such transfer or disposition
shall be applicd in reduction of any payments to be made by the Govera-
nent to the Contractor undsr this Contract or shall otherwise be credited
to the price or cost of the work coverced by this contract or paid in such
other monner as the Contracting Officer may direct; (8) complcte perfor-
monce cf such part of the work as shall not have been terminated by the
Notice of Termination; and (9) take such action as ray be nccessary, or
as the Contracting Officer may dircet, for the protection and prescrva-
tion of the property related to this contract which is in the possession
of the Contractor and in which the Govermment has or may acquirc an
Interest. At any time after expiration of the plant clearance period, as
defined in Scetion VIIT, Armed Services Procurcerent Regulation, as it may
be amended from tine to-timejy—the Contractor may subnit to the Contrac-
ting Officer a 1list, certificd as to quantity and quality, of any or all
items of termination inventory not »previously disposcd of, exclusive of
items the disposition of which has been dirccted or authorized by the
Contracting Officer, and may request the Government to remove such itens
or cnter into a storage agrecnent covering them. Not later than fifteen
(15) days thercafter, the Governnent will accepd title to such itcis and
renove them or enter inte a storage agrecnent covering the same, PROVIDED
that the list submitted shall be subject to verification by the Contrac-
ting Officer upon removal of the items, or if the items are stored, within
forty-five (45) days from thce date of submission of the list, and any
neeessary adjustment to corrcet the list as submitted shall be nade prior
to final scttlement.

(c) After rceceipt of a Notice of Termination, the Contractor shiall
subriit tou the Contracting Officer its termination eclain, in the form and
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with the certification prescribed by the Contracting Officer. Such clain
shall be subnitted promptly but in no event later than two ycars fron
the effcetive date of ternination, unless one or nore extensions in writ-
ing arc granted by the Contracting Officer, upon request of the Contrac-
tor made in writing within such two-year period or autborized cxtension
thereof. However, if the Contracting Officer dctermines that the facts
Justify such action, he may reccive and act upon any such ternination
clain at any time after such two-year period or aay extension thercof.
Upon failure of the Contractor to subuit its termination claim within

the tine aliowed, the Contracting Officer may dcternine, on the basis of
infornation available to him, the amount, if any, due to the Contractor
by reason of the ternination and shall thercupon pay to the Contractor the
anount so deternined.

(d) Subjeet to the provisions of paragraph (c), the Contractor and
the Contracting Officer may agree upon the whole or any part of the
anount or amounts to be paid to the Contractor by reason of the total
or partial termination of work pursuvant to this clause, which amount
or anounts may include o reasonable allowance for profit on work donc.
The contract shall be amended accordingly, and the Contractor shall be
paid the agreed amount. Nothing in paragraph (¢) of this clausc, pros-
cribing the anouat to be paid to the Contractor in the event of failure
of the Contractor and the Contracting Officer to agree upon the whole
anount to be paid to the Contractor by reason of the termination of work
pursuant to this clausc, shall be decuied to limit, restrict, or otherwisce
deternine or affect the amount or amounts which may be agreed upon to be
paid to the Contractor pursuant to this paragraph (d).

(c) In the event of the failure of the Contractor and the Contrac-
ting Officer to agrec as provided in paragraph (a) upon the whole anount
to be paid to the Contractor by rceason of the termdnation of work pursuant
to this clausc, the Contracting Officcer shall deternine, on the basis of
information available to him, the amount, if any, due to the Contractor
by recason of the termination and shall pay to the Contractor the amounts
deternined as follows:

(l) For completed supplics accepted by the Government (or sold
or acquired as provided in paragraph (b)(7) above) and not theretofore
paid for, a sun cquivalent to the aggregote price for such supplics con-
putcd in aceordance with the price or prices spcecified in the contract,
appropriately adjusted for any saving of freight or other charges;

(2) Te total of --

(1) The costs incurrcd in the performance of the work termina-
ted, including initial costs and preporatory cxpense allocable thercto,
but exclusive of any costs attributable to supplics paid or to be paid
for under paragroph (¢)(1) hercof;
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(ii) The cost of settling and paying claims arising out of the
termination of work under subcontracts or orders, as provided in para-
graph (b)(5) above, which are properly chargeable to the terminated
portion of the contract {exclusive of amounts paid or payable on account
of supplies or materials delivered or services furnished by subcontrac-
tors or vendors prior to the effective date of the Notice of Termina-
tion,)which amounts shall be included in the costs payable under (i)
above ).

(iii) An sllowance for profit in keeping with the provisions
of the clause, "Price Redetermination," of the Schedule hereto.

(3) The reasonsble costs of settlement, including accounting,
legal, clerical, and other expenses reasonably necessary for the prepara-
tion of settlement claims and supporting data with respect to the ter-
minated portion of the contract and for the termination and settlement
of subcontracts thereunder, together with reasonable storage, trans-
portation, and other costs incurred in connection with the protection
or disposition of property allocable to this contract.

The total sum to be paiu to the Contractor under (1) and (2) of
this paragraph (e) shall not exceed the total contract price as re-
duced by the amount of payments otherwise made and as further reduced
by the contract price of work not terminated. Except for normal spoil-
age, and except to the extent that the Government shall have otherwise
expressly assumed the risk of loss, there shall be excluded from the
amounts paysble to the Contractor as provided in paragraph (e)(1) and
paragraph (e)(2)(i), the fair value, as determined by the Contracting
Officer, of property which is destroyed, lost, stolen, or damaged so as
to become undeliverable to the Government, or to a buyer pursuant to

paragraph (b)(7).

(f) Any determination of costs under paragraph (e) or (e) hereof
shall be governcd by the Statement of Principles for Consideration of
Costs set forth in Part 4t of Section VIII of the Armed Services Pro-
curement 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 cntitled "Disputes,” from any determination
made by the Contracting Officer under paragrapts (c) or (e) above,
except that if the Contractor has failed to submit its claim within
the time provided in paragraph (c) above and has failed to request
extension of such time, he shall have no such right of appeal. In
any case where the Contracting Officer has made a determination of the
amount due under paragraph (c) or (e) above, the Government shall pay
to the Contractor the following: (i) if there is no right of appeal
hereunder or if no timely appeal has been taken, the amount so deter-
mined by the Contracting Officer, or (ii) if an appeal has been taken,
the amount finally determined on such appeal.
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_ (h) In arriving at the amount duc the Contractor under this clause
¢ - there shall be dedueted {1) all unliquidated advance or other unliquidated

payments on account therctofore made to the Contractor, (2) any claim
which the Government may have against the Contractor in connection with
this contract, and (3) the agreed price for, or the proceeds of sale of,

any materials, supplies, or other things acquired by the Contractor or
sold, pursuant to the provisions of this clause, and not otherwise re-
covered by or credited to the Government.

{(¢) If the termination hercunder be partial, prior to the settle-
ment oi the termivated portion of this contract, the Contractor may file
with the Contracting Officer a request in writing for an cquitable ad-
justment of the price or prices specified in the contract reclating to
the continued portion cf the contract (the portion not terminated by
the Notdce of Termination), and such equitable adjustment as may be
agreed gpon ghall be made in such price or prices

(JE The Government may from time to timc, under such terms and con-
ditions ai it moy prescribe, make partial payments and payments on account
azgainst costs incurred by the Contractor in conncction with the terminated
portion of this countract whencever in the opinion of the Contracting Offi-
cer the aggregate of such payments shell be within the amount to which
the Contractor will be entitled hercunder. If the total of such payments
is in excess of the amount finally agreed or detecrmined to be duc under
this clause? such cxcess shall be payable by the Contractor to the Gov-
crnment upon demand, togothor with interest computed ab the rate of %
per annum, for the period from the date such cxcess payment is received
by thz Contractor to the date on which such excess is repaid o the Gov-
ernment ; provided, however, thai no intercst shall be charged with res-
peet to any such cxcess payment attributable to a rcduction in the Con-~
tractor's ¢laim by rcason of rctention or other disposition of termina-
tion inventory until ten days after the date of such rctention or dis-
position. !

(k) WUnless otherwise provided for in this contract, or by appli-
cable statute, the Contractor, from the effective date of termination
and for a period of six ycars after final settlement under this con-
tract, shall preserve and make available to the Government at all rca-
sonable times at the office of the Contractor but without dircct charge
to the Government, all its books, records, documents, and other evidence
bearing on the costs and cxpenses of the Contractor under this contract
and reclating to the work terminated hereunder, or, to thc oxtent ap-
proved by the Contracting Officer, photographs, micro-photographs, or
other authentic reproductions thereof.

32  PAYMENTS
The Contractor shall be paid, upon the submission of properly cer-
tified invoices or vouchers, the prices stipulated herein for supplics

delivercd and accepted or services rendered and accepted, less deductioans,
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' if any, as herein provided. Unless otherwise specified, payment will
be made on partial deliverics accepted by the Government when the
amount duc on such deliverics so warrants; or, when requested by the
Contractor, payment for accepted partial deliveries shall be made when-
ever such payment would equal or cxceed cither $1,000 or 50% of the
total amount of this contract.

33. DEFAULT

{a) The Government may, subject to the provisions of paragraph
(v) below, by written Notice of Default to the Contractor, terminate
the whole or any part of this contract in any one of the following cir-
cunstances:

(1) 1If the Contractor fails to make delivery of the supplics or
to perform the services within the time specified herein or any extoen-
sion thercof; or

(ii) If the Contractor fails to perform any of the other provi-
sions of this contract, or so fails to make progress as to endonger
performance of this contract in accordance with its terms, and in cither
of these two circumstances docs not curce such failure within a period
of 10 days (or such longer period as the Contracting Officer may auth-
orize in writing) after receipt of notice from the Contracting Officer
specifying such failure. .

(b) The Contractor shall not be liable for any cxcess costs, if
any faillure to perform the contract arisces out of causes beyond the
control and without the fault or negligence of the Contractor. Such
causes include, but are not restricted to, acts of God or of the
public encmy, acts of thc Government, fires, floods, cpidemics, quar-
antine restrictions, strikes, freight embargozs, unusually severc
weather, and defaults of subcontractors duc to any of such causcs
unless the Contracting Officer shall determine that the supplies or
services to be furnished by the subcontractor were obtainable fronm
other sources in sufficicnt time to permit the Contractor to mcet the
required delivery schedulc

(¢) 1In ¢he event the Government terminates this contract in whole
or in part as provided in paragraph (a) of this clause, the Govermment
nay procure, upon such terms and in such nanner as the Contracting
Officer may decnl appropriate, supplics or scrvices similar to thosc so
terninated, and the Contractor shall be liable to the Government for
any excess costs for such sinilar supplies or services, PROVIDED that
the Contractor shall continue the performance of this contract to the
extent not terminated under the provisions of this clausec.

(d) If this contract is terminated as provided in paragraph (a)
of this clause, the Government, in addition to any other rights pro-
vided in this clause, may require the Contractor to transfer title
FP (Oct. 8, 1956)
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) ' and deliver to the Government, in the menner and to the extent
directed by the Coniracting Officer, (i) eny completed supplies,
and (1i) such partially completed supplies and materials, parts,
tools, dles, Jigs, fixtures, plans, drawings, informstion and con-
tract rights (hereinafter called "manufacturing mater'z1s") as the
Contractor has specifically produced or specifically wcquired for
the performance of such part of this contract as has been terminated;
and the Contractor shall, upon direction of the Countracting Officer,
protect and preserve property in possession of the Countractor ia
vhich the Government has en interest. The Government shall pay to
the Contractor the contract price for completed supplies delivered
to and accepted by the Government, and the amount agreed upon by the
Contractor and the Contracting Officer for menufacturing materials
delivered to and accepted by the Government and for the protection
and preservation of property. Failure to agree shall be a dispute
concerning a question of fact within the meaning of the clause of
this contract entitled "Disputes.”

(e) If, after notice of termination of this contract under
the provisions of paragraph (a) of this clause, it is determined
that the failure to perform this contract is due to causes beyond
the control and without the fault or negligence of the Contractor
pursuent to the provisions of paragraph (b) of this clause, such
Notice of Default shall be deemed to have been issued pursuant to
the clause of this contract entitled "Termination for Convenience
of the Government” and the rights and obligations of the parties
hereto shall in such event be governed by such clause. Except as
otherwise provided in this contract, this paragraph (e) applies only
if this countract is with a military department.

() The rights and remedies of the Government provided in this

clause shall not be exclusive and are in addition to ary other rights
and remedies provided by law or under this contract.

34. SUBCONTRACTS FOR WORK OR SERVICES

if

(a) No contract shall be made by the Contractor with any other
party for furnishing eny of the completed or substantially completed
articles, spare parts or work, herein contracted for, without the
written approval of the Contracting Officer as to sources.

(b) The Contractor shall give specific advance notification
to the Contracting Officer of any proposed subcontract hereunder
vhich (1) ie on a cost or cost-plus-a-fixed-fee basis, or (ii) is
on a fixed-price basis exceeding in dollar amount either $25,000
or five percent (5%) of the total amount of this contract.
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(c) The Contractor shall not » without the prior written comn-
sent of the Contracting Officer, place auy subcontract which (1)
is on a cost or cost-plug-a-fixed-fee basis, or (1i) 1s on a fixed-
price basis exceeding in dollar amount either $25,000 or five percent
(5%) of the total amount of this contract, or (1ii) provides for the
fabrication, purchase, rental, installation or other acquisition, of
any item of industrial facilities, or of special tooling having a
value in excess of $1,000, or (iv) is on a time-and-material or lebor-
hour basis. The Contracting Officer may, in his discretion, ratify
in writing any such subcontract; such action shall constitute the
consent of the Contracting Officer as required by this paragrsph (c).

(d) The Contractor agrees that no subcontract placed under
this contract shall provide for payment on a cost-plus-a-percentage-
of-cost basis.

(e) The Contracting Officer may, in his discretion, specifi-
cally approve in writing any of the provisions of a gubcontract.
However, such approval or the consent of the Contracting Officer
obtained as required by this clause shall not be construed to con-
stitute a determination of the acceptability of the subcontract price,
unless such approval specifically provides that it constitutes a
determination of the acceptability of the subcontract price.

(f) The Contracting Officer may approve all or any part of the
Contractor's purchasing system and from time to time rescind or rein-
state such approvel. Such approval shall be deemed to fulfill the
requirements for ocbtaining the Contracting Officer's consent to sub-
contracts as prescribed in paragraph (c) above.

T
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35. EMPLOYMENT OF ALIENS

If this contract calls for furnishing or constructing aircraft,
aircraft parts, or aeronsutical accessories, no aliens employed by the
Contractor shall be permitted to have access to the plans or specifica-
tions, or the work under construction, or to participate in the contract
trials, without the written consent beforehand of the Secretary or his
duly authorized representative.

36. FLIGHT RISKS

(a) Each and every operation of any aircraft (including in the term

"operation” tests of aircraft, test of equipment and accessories installed

§ therein, and the operation of any power plant installed therein, vhether

or not the aircraft is in motion during the making of any such test or the
operation of sny such power plant) (1) to be furnished to the Government
under this contract, or (2) furnished to the Contractor by the Government
for the performance of this contract, whether conducted by the Contractor,
by the Government or by any person suthorized by the Govermment, shall be
conducted at the risk of the Government insofar as loss or destruction of
or damage to such aircraft (including equipment and accessories installed
therein) is concerned, notwithstanding any other provision of this agree-
ment; provided that if personnel comducting such operstion are not either
furnished by the Government or spproved in writing by the Contracting offi-
cer as defined herein, such operation shall be conducted at the risk of the
Contractor and the Contractor sball be liable for loss and destruction of
and damage to Government property occurring in the course of such operation,
and further provided that the Contractor shall bear the risk of and, with
respect to Government-owned property, shall be lisble for loss and destruc-
tion of and damage to such aircraft, equipment and accessories occurring
in the course of such operation and resulting from willful miscomduct or
failure to exercise good faith on the of Contractor's managerial per-
sonnel as defined in Paragraph 28 (f) (i) herectf.

——

(b) If prior to final acceptance by the Government any saircraft de-
fined under paragraph (a) (1) above, are lost, destroyed, or damaged dur-
ing such operation thereof and if the risk of such loss, damage or destruc-
tion is borne by the Government under paragraph (a) hereof, the Government
shall have the right to terminate this contract with respect to such air-
craft, or in case such aircraft is damaged, the Government may elect to re-
quire that such aircraft be restored by the Contractor to the condition in
which it was immedistely prior to such damage. If the Governmment elects to
terminate this contract with respect to such aircraft, the Contractor shall
deliver to the Government at the place at or from which such operation is
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conducted all or such parts of such aircraft as the Contracting Officer
may designate, and the Contractor shall be paid the comtract price for
said aircraft less such amount as shall be determined by the Contracting
Officer as the reascnable value of any portion of said aircraft not com-
pleted at the commencement of said operation. If the Govermment requires
the aircraft, if damaged, to be restored as aforesaid, an equitable adjust-
ment shall be made in the amount due under this contract and in the time
required for its performance and this contract shall be modified in writing
accordingly. Any disputes that may arise under the provisions of this
Clause shall be determined as provided in the Clause hereof intitled "Dis-
putes".

(c) This Clause shall be deemed to cover the operations by the Con-
tractor of aircraft manufactured under the terms of this comtract notwith-
standing the fact that such an aircraft may have become the property of
the Government and provided that such operations shall be subject to any
authorizations or approval required in paragraph (a) above.

37. RENEGOTIATION-VINSON-TRAMMEL ACT

This contract shall not be subject either to the provisions of the
Vinson-Trammel Act as amended and extended (34 U.S. Code 496, and 10 U.S.
Code 311) or to any other act of the Congress, whether heretofcre or here-
after enacted, providing for the renegotiation of Government contracts.

38. ALTERATIONS IN CONTRACT

The following alterations were made in this contract prior to signa-
ture thereof by the perties to this contract:

(a) Delete Paragraph 5 entitled "Inspection" on page 2 of the Gen-
eral Provisions Section, Part VI of the Schedule.

(b) Delete Paragraph 7 entitled "Assignment of Claims" on page 3 of
the General Provisions in its entireily and substitute the following there-
for:

"7. Assigoment of Claims.
(a) No assigoment of claims shall be made by the Contractor
under this contract without the written approval of the Con-
tracting Officer under this contract.

(b) If the Government determines at any future time that
the administration of this contract should be assigned or
transferred by it to any other agency of the Government, it
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will notify the contractor and the parties shall review
the procedures applicable hereto, and shall negotiate
such revisions thereof and of this contract as may be ap-
propriate, which revisions shall be evidenced by an amend-
ment of this contract.”

(c) In Parsgraph 30 entitled "Government Furnished Property” add
the following sub-clauses.

"(J) vhere the vords "managers, superintendents or other
equivalent representatives” are used or referred to, they
shall be construed for the purpose of this clause as mean-
ing "manufacturing managers, plant mansgers, production
managers, work managers, division superintendents, or other
equivalent representatives."”

, "(k) The provision of this clause shall apply to all sup-
Plies accepted and delivered but left in the possession of
the Contractor for modification, testing, or any other rea-
son or purpose in connection with this contract."”
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