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NEGOTIATED CONTRACT CONTRACT No. SP-1915

Lockheed Aircraft Corporation
Burbank, California

Contract for: (See Schedule) Amount: $2,750,000.00

Mail Invoices to: Performance Period/Delivery
Schedule: 1 July - 30
DBSUMINT NO. 27 See Scheayte Y °! = 30 June 1950
MO CHAKLE (% DLLSS, ,(
[ Blehiwlineed
CLias, wies i s 188 Inspection Point:
fe. ot b . ,‘ L T ZQ_/.Z_—- Con‘tractor's Pl&nt, Burbank
RGiz: bi ) Y and/or Bakersfield, California
DATE: Ve ER - VU UOOZ

Administrative Data:

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

The parties hereto agree that the Contractor shall furnish the
facilities and deliver all supplies and perform all the services set
forth in the attached Schedule issued hereunder, for the consideration
stated therein.

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, vwhich together with this signature page and the ac-
companying certificate comprise this Contract No. SP-1915. In the
event of any inconsistency between the Schedule and the General Provi-
sions, the Schedule shall control.

IN WITNESS WHEREOF, the parties hereto have executed this contract
as of 15 June » 1957.

Signatures:

WGEED AIRCRAFT CORPO: ON
&
By,

THE UNITED STATES OF AMERICA

By,

Title Contracting Officer

25X1

25X1
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CERTIFICATE

I, certify that I am the Secretary of the 25X1

Corporation named as Contractor herein; that Clarence L. Johnson
who signed this contract on behalf of the Contractor was then Vice
President of said corporation; that said contract was duly signed
for and in behalf of said Corporation by authority of its governing

body, and is within the scope of its Corporate powers.

25X1

___(corporate Seal)

YSignature
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Contract No. SP-1915
SCHEDULE

PART I - SUPPLIES AND SERVICES TO BE FURNISHED

The Contractor shall provide the supplies and services set forth
in the attached Appendix I, such Appendix I being a part of the
Schedule under this contract.

PART II - CONSIDERATION AND PAYMENT

a. In accordance with the clause of this contract entitled
"PAYMENTS," and subject to redetermination of the price in accord-
ance with the part of this Schedule entitled "PRICE REDETERMINATION,"
the Government shall pay the Contractor upon satisfactory performance
of this contract, as full payment for the supplies and services to
be furnished hereunder, the amount of $2,750,00C.00 which
amount is the total price set forth in Appendix I hereto.

b. As of the date of execution of this contract, there has
been allotted for this contract the amount set forth above. This
amount is subject to increase or decrease » in accordance with the
part of this Schedule entitled, "PRICE REDETERMINATION." In addi-
tion, the Govermment may increase this amount from time to time
solely at its discretion, such increased amount to be subject at
the proper time to the redetermination provisions of the part of
this Schedule entitled "PRICE REDETERMINATION." If at any time the
Contractor has reason to believe that by reason of Performance by
it, of this contract, the amount due it will exceed the sum allotted
to this contract, it shall notify the Contracting Officer to that
effect. Notwithstanding any other provision of this contract, the
Contractor shall not be obligated to furnish any services pursuant
to this contract, if in the best judgment of the Contractor, the
cost of such services will exceed the amount allotted to this con-
tract. The Government shall not be obligated to pay the Contractor
under this contract any amount in excess of the sum allotted.

PART III - DELIVERY SCHEDULE

Except as otherwise specified pursuant to the clause hereof
entitled "changes" the equipment and/or supplies covered hereunder
shall be delivered to the Government f.o.b. such transportation as
the Government may specify at the contractor's plant at Bakersfield
or Burbank, California and/or test site(s).

-l -
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PART IV - PRICE REDETERMINATION

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

b. Upon expenditure of 75 percent of the total contract amount
as set forth in Part II hereof, the parties shall negotiate to revise
the price of all items theretofore and thereafter to be delivered.

c. As soon as practicable and in no case more than 45 days after
expenditure of funds referred to above, the contractor shall furnish
to the Contracting Officer a statement showing in such form and detail
as the Contracting Officer may prescribe the Contractor's cost of pro-
ducing the supplies or furnishing the services called for hereunder s
together with such information as may be pertinent in the negotiations
for a revised price pursuant to this clause. Such statement of cost
shall fairly reflect the normal operation of the Contractor's cost
system except to such extent, if any, as security restrictions neces-
sitate minor departures therefrom.

d. Upon the filing of the statement and other pertinent informa-
tion required by paragraph (c) of this Clause, the Contractor and the
Contracting Officer will promptly negotiate in good faith to agree
upon & reasonable revised price for the entire contract which » upon
the besis of such statement and other pertinent information » Will con-
stitute fair and just compensation to the Contractor for the perform-
ance of this contract. In determining the extent of any estimated
allowance for profit to be taken into account in fixing such revised
price, consideration will be given to the extent to which the Con-
tractor has performed the contract with efficiency, economy, and in-
genuity. The revised price shall be evidenced by a supplemental agree-
ment to this contract, and in the event that the negotiations for price
revision in accordance with this Clause indicate that the uncertainty
as to the cost of complete performance is still so great as to prevent
a realistic determination of the final price for the over-all comple-
tion of this contract, provision may be made for such future revision
of the price as may be appropriate to the circumstances at that time.

e. If within 60 days after expenditure of funds referred to in
(b) above the parties shall fail to agree upon a revised price in
accordance with the provisions of this Clause, the failure to agree
shall be deemed to be a disagreement as to a question of fact which
shall be disposed of in accordance with the Clause hereof entitled
"Disputes.”
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f. In the event of a price increase the Government will pay or
credit to the Contractor the amount by which the revised prices
shall exceed the contract price aforesaid. In the event of a de-
crease in price, the Contractor will repay or credit the amount of
such decrease to the Government in such manner as the Contracting
Officer may direct.

PART V - PROGRESS PAYMENTS

a. Progress payments, which are hereby defined as payments prior
to acceptance on work in progress for the Government under this con-
tract, may be made upon the following terms and conditions.

b. The Contracting Officer may, from time to time » authorize
progress payments to the Contractor upon property acquired or pro-
duced and services performed by it for the performance of this con-
tract: PROVIDED, that such progress payments shall not exceed 90
percent of the cost to the Contractor of the property and services
upon which payment is made, which costs shall be determined from
evidence submitted by the Contractor and which must be such as is
satisfactory to the Contracting Officer as being representative of
the value of the work already performed; Provided further » that in
no event shall the total of unliquidated progress payments (see (e)
below) and of unliquidated advance payments, if any, made under this
contract, exceed 80 percent of the total contract Price of supplies
or services still to be delivered.

c. Upon the making of any progress payments under this con=
tract, title to all parts, materials, inventories, work in process
and nondurable tools theretofore acquired or produced by the Con-
tractor for the performance of this contract, and properly chargeable
thereto under sound accounting practice, shall forthwith vest in the
Government; and title to all like property thereafter acquired or
produced by the contractor for the performance of this contract and
properly chargeable thereto as aforesaid shall vest in the Government
forthwith upon said acquisition or production: Provided, that nothing
herein shall deprive the Contractor of any further progress or final
pPayments due or to become due hereunder; or relieve the Contractor or
the Government of any of their respective rights or obligations under
this contract.

d. The Contractor represents and warrants that the property,
upon which any progress payment is made hereunder » shall be cleared
of all liens and encumbrances of any kind whatsoever upon receipt of

any progress payment.

e. In making payment for the supplies furnished hereunder » there
shall be deducted from the contract price therefor & proportionate
amount of the progress payments theretofore made to the Contractor,
under the authority herein contained.

-6 -
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f. It 1s recognized that property (including, without limita-
tion completed supplies, spare parts, drawings, information, par-
tially completed supplies, work in process, materials, fabricated
parts and other things called for herein) title to which is or may
hereafter become vested in 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 in connection with the performance of
this contract. The Contractor, either before or after receipt of
Notice of Termination at the option of the Government ) may acquire
or dispose of property to which title is vested in the Government
under this clause, upon terms approved by the Contracting Officer;
provided, that after receipt of Notice of Termination any such pro=-
perty that is a part of termination inventory may be acquired or
disposed of only in accordance with the provisions of the termination
clause of this contract and applicable laws and regulations. The
agreed price (in case of acquisition by the Contractor) or the pro-
ceeds received by the Contractor (in case of any other disposition),
shall, to the extent that such price and proceeds do not exceed the
unliquidated balance of progress payments hereunder » be paid or
credited to the Government as the Contracting Officer shall direct;
and such unliquidated balance shall be reduced accordingly. Current
production scrap may be sold by the Contractor without approval of the
Contracting Officer but the proceeds will be applied as provided in
this paragraph (f), provided that any such scrap which is a part of
termination inventory may be sold only in accordance with the provie-
sions of the termination clause of this contract and applicable laws
and regulations. Upon liquidation of all progress payments hereunder
or upon campletion of deliveries called for by this contract s title
to all property (or the proceeds thereof) which had not been delivered
to and accepted by the Government under this contract or which has not
been incorporated in supplies delivered to and accepted by the Govern-
ment under this contract and to which title has vested in the Govern-
ment under this Clause shall vest in the Contractor.

g. The provisions of this contract referring to "Liability for
Government-furnished Property" and any other provisions of this con-
tract defining liability for Govermment-furnished property shall be
inapplicable to property to which the Government shall have acquired
title solely by virtue of the provisions of this Clause. The provi-
sions of this Clause shall not relieve the Contractor from risk of
loss or destruction of or damage to property to which title vests in
the Government under the provisions hereof.

h. If this contract (as heretofore or hereafter supplemented
or amended) contains provisions for Advance Payments, and in addition

if at the time any progress payment is to be made to the Contractor
under the provisions of this progress payments clause any unliquidated
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balance of advance payments is outstanding, then notwithstanding any
other provision of the Advance Payments Clause of this contract the
net amount, after appropriate deduction for liquidation of the advance
payment of such progress payment shall be deposited in the special
bank account or accounts maintained as required by the provisions of
the Advance Payments Clause, and shall thereafter be withdrawn only
pursuant to such provisions.

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

a. The Contractor shall provide and maintain an inspection

system acceptable to the Contracting Officer covering the supplies
hereunder.

b. All supplies (including raw materials, components, intermediate
assemblies and end products) may be inspected by the Contracting Officer
at any time during the period of manufacture. If the Contracting Officer
80 elects by notice in vriting to the Contractor » the Contractor shall
tender the supplies for acceptance at the specified delivery points
specified in Part IIT hereof » in which event the Contracting Officer
may accept them or, if they are defective in material or workmanship or
otherwise not in conformity with the requirements of this contract ) may
reject them or require their correction. In the event the Contracting
Officer does not so elect » supplies delivered shall be deemed to be ac~-
cepted upon the mailing by the Contractor to the Contracting Officer of

- a certificate of the Contractor, reading substantially as follows:

I hereby certify that I did, on the day of
» ship via )

pursuant to Contract No. R
units (or per cent) of the supplies called for
in Item therein: that such supplies were
of the quality called for and were in all respects
in accord with the applicable specifications.

c. Upon completion of performance and final payment by the Govern-
ment, ell the supplies called for herein shall be deemed to be finally
accepted, subject to the following guaranty:

The Contractor guarantees that at the time of delivery
thereof, the articles and/or equipment provided for under
this contract will be free from any defects in material or
workmanship and will conform to the requirements of this
contract. Notice of any such defect or nonconformance shall
be given by the Government to the Contractor within six
moaths of the delivery of the defective or nonconforming
article and/or equipment. If required by the Government

-8 -
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within a reasonable time after such notice, the Con-
tractor shall with all possible speed correct or replace
the defective or nonconforming article and/or equipment
or part thereof. When such correction or replacement
requires transportation of the article and/or equipment
or part thereof, shipping costs, not exceeding usual
charges from the delivery point to the Contractor's plant
and return, shall be borne by the Contractor; the Gov-
ernment shall bear all other shipping costs. This
Guaranty shall then continue as to corrected or replacing
articles and/or equipment or parts thereof, until six
months after the date of redelivery. If the Government
does not require correction or replacement of a defective
or nonconforming article and/or equipment or a part thereof,
the Contractor, if required by the Contracting Officer
within a reasonable time after the notice of defect or
nonconformance shall repay such portion of the contract
price of the article as is equitable in the circumstances.

%@TI_%II = FURNISHING OF MATERIALS AND SUPPLIES AT THE GOVERNMENT'S
(¢)
The Government may at its option, from time to time, furnish
the Contractor with materials or supplies not obtainable in the
open market and vhich are required by the Contractor for the per-
formence of this contract. In such event an equitable reduction in
the contract price shall be made prior to the delivery of such
materials or supplies to the Contractor, or as soon thereafter as
possible, but in no event later than thirty (30) days after such
delivery.

PART VIII - WAIVER OF REQUIREMENTS OF GENERAL PROVISIONS

Notwithstanding the requirements of any of the General Provi-
sions of this contract to the contrary, whensoever the Contractor,
in performance of the work under this contract, shall find that the
requirements of any of the clauses of the General Provisions are in
conflict with security instructions issued to the Contractor by the
Contracting Officer or by his duly authorized representative for
security matters, the Contractor shall call the attention of the Con-
tracting Officer to such conflict and the Contracting Officer or his
Quly authorized representative for security matters shall (i) modify
or rescind such security requirements or (ii) the Contracting Officer
shall issue to the Contractor a waiver of compliance with the require~
ments of the General Provisions conflicting with such security require-
ments. Any waiver of compliance with the General Provisions of this
contract issued by the Contracting Officer shall be in writing, except
that the approval by the Contracting Officer of any subcontract issued
hereunder by the Contractor shall be deemed to constitute approval of
waiver of any clauses of the General Provisions in conflict with the
stipulations of such subcontract.

- 9 -
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PART IX - SPECIAL SECURITY RESTRICTIONS

The Contractor shall not reveal (i) the specific nature or any
details of the work being performed hereunder or (11) any information
vwhatsoever with respect to the department of the Government sponsor=-
ing this contract and the work thereunder except as the Contractor
is directed or permitted to reveal such information by the Contracting
Officer or by his duly authorized representative for security matters,
and notwithstanding any clause or section of this contract to the
contrary, the Contractor shall not interpret any clause or section
of this contract as requiring or Permitting divulgence of such in-
formation to any person, public or private, or to any officer or
department of the Government without the express consent of the Con-
tracting Officer or his duly authorized representative for security
matters.,

PART X - INSPECTION AND AUDIT

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

b. The Contractor agrees to include in each of his subcontracts
hereunder which is on a cost or cost-plus-a-fixed fee or a price re-
determination basis, or on a time-and-material or labor-hour basis,
provision for audit of such subcontract by the Contractor. The Con~
tractor shall conduct an audit of any such subcontract when requested
to do so by the Contracting Officer.

PART XTI - SUBCONTRACTS FOR WORK OR SERVICES

a. No contract shall be made by the Contractor with sny other
party for furnishing any 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 which
(1) 13 on a cost or cost-plus-a=fixed-fee basis, or (2) i1s on a
fixed-price basis exceeding in dollar amount either $25,000 or five
percent (5%) of the total amount of this contract.

¢c. The Contractor shall not, without the prior written consent
of the Contracting Officer, place any subcontract which (1) is on a

cost or cost-plus-a-fixed-fee basis, or (2) is on a fixed- rice basis
exceeding in dollar amount either $25,000 or five percent ?5%) of the

- 10 -
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total amount of this contract » or (3) Provides for the fabrication,
purchase, rental, installation or other acquisition, of any item of
industrial facilities » or of special tooling having a value in ex-
cess of $1,000 or (4) is on a time-and-material or lasbor-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 paragraph c.

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

e. The Contracting Officer may, in his discretion, specifically
approve in writing any of the provisions of a subcontract. However,
such approval or the consent of the Contracting Officer obtained as
required by this clause shall not be construed to constitute a deter-
mination 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 approval. Such approval shall be deemed to fulfill the
requirements for obtaining the Contracting Officer's consent to sub-
contracts as prescribed in paragraph ¢ above.
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Contract No. SP-1915
APPENDIX I

The sections set forth hereunder shall constitute the Appendix to
Contract No. SP-1915 as refereaced in Part I of the Schedule and indicate
the supplies and servic es to be furnished by the Contractor under Comtract
¥o. SP-1915. Such scope of werk may from time-to-time be readjusted to re-
flect the development of the program.

Section A - Flight Test Program - Bstimsted Price $250,000

The Contractor shall furmish such persommel as are required by the
customer and available to the Comtractor te support a flight test program
at a site or sites to be designated by the customer. It is contemplated
that such sites shall be located within the Continemtal Umited States.
Estimated costs in commection with such program shall be in gemeral agreement
with the arrangements as set forth in Contractor's letter of May 27, 1957 to
the customer and as accepted by the customer in customer®s letter of 5 June
1957 to the Comtractor.

Section B - mig ggor Materiel Procurement, Installation, Modificatiom,
Jabrication and m. as_requ 3

(1) - Research and Development and Application 25X1
Estimated Price $450, 000

Repair and/or modification & main-

(?) tenante of 3 sr-1?13 aircraft - Istimated Price $300,000
(3) Accommodation Sales - Estimated Price $ 50,000 "
Section C - Magor Modification of an Estimated Six SP-1913 or Similar Lmhnes
Bet:lnated Price $1,7oo 000 ;-

v »‘ P
Reference is made to Contractor's proposal of June T, 1957, which propoul
is the basis for the above estimates, plus an estimated amount in addition thereto
for associated costs of flight testing, spare perts, support equipment and services,
etc.

Notwithstanding the allocation above of estimated prices to certain exist-
ing requirements stated above, it is the intent of the contracting parties that
funds obligated hereunder may be readjusted as required in the future to reflect
actual expenditures against such stated requirements, or allocated to similar
requirements wvhich may from time-to-time be substituted for or added to the i-
above stated requirements, in order that an integrated program may be carried
forward.
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GENERAL PROVISIONS

~ 1. DEFINITIONS

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

(a) The term "Sceretary" means the Secretary, the Under Secre-
tary, or any Assistant Secretary of thce Departnent and the head or
any assistant head of the executive agency; and the tern "his duly
authorized representative" neans any person or persons or board (other
than the Contracting Officer) authorized to act for the Secretary;and
the tern "Departmnent” means that component of the Government having
cognizance of this contract and represented by the Contracting Officer
executing this contract.

(b) The tern "Contracting Officer" means the pcerson exccuting
this contract on behalf of the Government, and any other officer or
civilian employece who is a properly designated Contracting Officer,
and the ternm includes, except as otherwise provided in this contract,
the authorized representative of a Contracting Officer acting within
the linits of his authority.

o

(¢) Except as otherwise provided in this ccntract, the tern
"subcontracts" includes purchase orders under this contract.

(d) The tern "contract work" neans all work to be performed
under this contract including any studies covering fundamental, 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, hereinafter referred
to as supplies, if called for herein, furnished to the Government;
and any reports, data, couputaticns, plans, drawings, and specifica-
tions with respect to the foregoing

.

2. CHANGES

The Contracting Officer may at any time, by a written order, and
without notice to the sureties, uake changes, within the general scope
of this contract, in any one or nore of she following: (i) drawings,
designs, or specifications, where the supplies to be furnished are to
be specially manufactured for the Government in accordence therewith;
(ii) method of shipnent or packing; and (iii) place of delivery. If
any such change causes an increase or decrease in the cost of, or the
tinme required for, performance of $his 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 accordingly. Any
clain by the Cgptractor for adjustiient under this clause must be as-
scryed within 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 dccides that the facts justify such action, may receive
and act upon any such clain assertcd at any time prior to final pay-
nent under this contract. Failure to agree to any adjustnent shall
be a dispute concerning a question of fact within the rieaning of the
clause of this contract entitled "Disputes.” However, nothing in

this clausc shall excuse the Contractor from procecding with the con-
tract as changed.

3. EXTRAS

Except as otherwisc provided in this contract, no paynent for
extras shall be made unless such extras and the price therefor have
been authorized in writing by the Contracting Officer.

4. VARIATICN IN QUANTITY

No variation in the quantity of any item called for by this con-
tract will be accepted unless such variation has been caused by con-
ditions of loading, shipping, or packing, or allowances in :ianufac-
turing processes, and then oaly to the extent, if any, specified
elsevhere in this contract.

- - _
:2:——ENGPE€TEUH : - — - — — — ——

(a) A11 supplies (which tern throughout this clausc includes
withoudlinitation raw materials, couponents, internediate asscrblics,
and end prqducts) shall be subject to inspection and test by the Gov-
ernnent, to e extent practicable at all times and places including
the period of nanufacture, and in any event prior to final acceptance.

(b) In case aﬁy\supplies or lots of supplics arc defective in
naterial or workmanshiﬁ r otherwise not in conformity with the re-
quirencnts of this contra the Governrient shall have the right
either to rejeet then (with without instructicns as to their dis-
position) or to require their cdgrection. Supplies or lets of sup-
plics which have been rejected or “wequired to be corrveted shall be
retvved or corrected in place, as redwested by the Contracting Officer,
by and at the expense of the Contractor rouptly after notice, and
shall not again be tendercd for acceptanca\ynless the forier tender and
either the rejection or requirement of corredtion is discloscd. If
the Contractor fails promptly to remove such supplics or lots of sup-
plics, when requested by the Contracting Officer, and to procecd
promptly with the replacement or corrcction thereof, the Goveranent
either (i) ray by contract or otherwise replace or correct such sup-
plies and charge to the Contractor the cost occasioned the Governnent
thereby, or (ii) nay terminate this contract for default as previded
in the clause of this contract entitled "Default". Unless the -
tractor clects to correct or replace the supplics which the Governn
has a right to reject and is able to make such correction or replace--
nent within the required delivery schedule, the Contracting Officer

Roy—iaguire-the—detivery—of -such—sumpties—at—a—reduesion in-price

FP (Oct. 8, 1956) . =2 -
Price Rev.

Declassified in Part - Sanitized Copy Approved for Release 2012/06/20 : CIA-RDP89B00487R000400790039-4



Declassified in Part - Sanitized Copy Approved for Release 2012/06/20 : CIA-RDP89B00487R000400790039-4
Q.

* LY T

o
o - - Q aYalbbaut oo H O ~% a a

raduction of price shall be a dispute concerning a question of fact
withkin the neaning of the clause of this contract entitled "Disputes”.

( If any inspection or test is made by the Government on the
prenises \f the Contractor or a subcontractor, the Contractor without
additionalN\¢harge shall provide all reasonable facllities and assist-
ance for the“gafety and convenience of thce Government inspectors in
the performancd of their duties. If Government inspcction or test 1is
made ot a point dgher than the premises of the Contractor or a sub-
contractor, it shall be at the expense of the Government, PROVIDED,
that in case of rcjedpion the Govermment shall not be liable for any
reduction in valuc of Mamples used in conncction with such inspection
or test. All inspectiond and tests by the Governnent shall be per-
formed in such a manner as\pot to unduly delay the work. The Goveru-
nent res:rves the right to dkarge to the Contractor any additional
cost of Government inspection gnd test vhen supplies are not ready at
the tine such inspcetion and ted§ is requested by the Contractor. Xinal
acceptance or rejection of the supplics shall be made as promptly as
practicable after delivery, except 3 otherwise provided in this con-
tract; but failure to inspect and acdgpt or rcject supplics shall
neither relieve the Contractor from reshponsibility for such supplics
as arc not in accordance with the contrach requirenents nor inpose
liability on the Governuent therefor.

(d) The inspection and test by the Governhgnt of any supplics
or lots thercof does not relieve the Contractor f¥om any responsibility
regarding defects or other failures to mect the comfgract requirenents
which may be discovercd prior to final acceptance. cept as other-
wise provided in this contract, final acceptance shall Wg conclusive
except as rcegards latent defects, fraud, or such gross nixtzkes as
anount to fraud.

(c¢) The Contractor shall provide and naintain an inspectdwp
systen acceptable to the Government covering the supplies hereundwy.
Records of all inspection work by the Contractor shall be kept con-
plete and available to the Governnent during the performance of this
contract and for such longer period as may be specified elsewhere in

shis_cantract
N\
6. RESPONSIRILITY 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 peint, regardless of
the point of inspection; and (ii) the Contractor shall bear all
risks as to rejceted work after notice of rejection.
T ASSECIMEN GO B CLATME o
. [ poi
. —_—
(a) Pursuant to the_provisiews—of ThC Assignment of Clains Act
y-1f this
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sobtrasi—prordes—Lforpaynicnts aggregating $l,000 OL-LeXe,claius
foNyponeys due or to become due to the Contractor from the Govern-
nent Wder this contract may be assigned to a bank, trust coupany,

or otherN\{inancing institution, including any Fcderal lending agency,
and uay thdxgafter be further assigned and reassigned to any such
iastitution. ¥y such assignment or reassignment shall cover all

amounts payable dder this contract and not already paid, and shall
not be made to mordN\{han onc party, except that any such assignment

or reassignnent may b de to onc party as agent or trusteec for two
or nore parties participaNing in such financing. Notwithstanding any
provision of this contract,\payment to an assignee of any noneys due
or to become due under this cosfract shall not, to the extent provided
in said Act as amended, be subjed to reduction or sct~nff.

(b) In no event shall copics of s contract or of any plans,
specifications, or other sinilar document®N\relating to work under
this contract, if marked "TOP SECRET," "SECRET," "CONFIDENTIAL,"
be furnished to any assignee of any claim arisIng under this contract
or to any other person not entitled to receive thd\game; PROVIDED,
that a copy of any part or all of this contract so & ed nay be fur-
nished, or any information contained thercin wmay be disNescd, to such
assignee upon the prior written authorization of the Contrh¢ting Officer

(¢) The Contractor shall obtain the written authorization
the Contracting Officer prior to the assignment of any rights undc

tirdw—gontroct

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 Governnment, the Contractor shall
prouptly furnish such additional security as may be regquired fron
time to time to protect the interests of the Government and of per-
sous 8upplying labor or naterials in the prosccution of th: work
contemplated by this contract.

9. FEDERAL, STATE AND LOCAL TAXES

(a) DEFINITIONS., As used throughout this clause, the following
terns shall have the meanings sct forth below:

(L) The tern "direcet tax" means any tax or duty
directly applicable to the completed supplics or
services (as distinguished fron taxes dircetly ap-
plicable to materials and conponents used in the
manufacture or furnishing of the completed supplies

or services) covered by this contract or any other
tax or duty from which the Contractor or this trans-
action is excmpt. It includes any tax or duty dircctly
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applicable to the importation, production, processing,
nanufacture, construction, sale, or use of such sup-
plies or services; 1t also includes any tax levied on,
with respcct to, or measurcd by sales, receipts fron
sales, or use of the supplies or services covercd by
this contract. The term does not include transportation
taxes, unenployment compensation taxes, sccial security
taxes, 1ncone taxes, excess profits taxcs, capital stock
taxes, property taxes, and such other taxes as are not
within the definition of the term "dircet tax" as sct
forth above in this paragraph.

(11) The ternm "contract date" mcans the effective
Gate of this contract if it is a ncgotiated contract
or the date set for the cpening of bids if it is a
contract cntered into as a result of formel advertising.
For the purpose of any additional procurcnent of supplics
or services called for by any agreeuent supplencental
hereto, the term "contract date" shall refer to the date
of such supplemental agrecment.

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

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

(4) EVIDENCE OF EXEMPTION: The Government agrees, upon request
of the Contractor, unless there exists no legal basis to sustain an
exemption, to furnish a Tax Exemption Certificate or other similar
evidence of exemption with respect to any direct tax not included in
the contract price pursuant to this clause; and the Contractor agrees,
in the event of the refusal of the epplicable taxing authority to ac-
cept such evidence of exemption, (i) premptly to notify the Contracting
Officer of such refusal, (ii) to cause the tax in questien 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 actinon,
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 (or removes an exemption with respect to) any direct
tax, or any tax directly applicable to the materials or components
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

FP (@ct. 8. 1956)
Declassified in Part - Sanitized Copy Approved for Release 2012/06/20 : CIA-RDP89B00487R000400790039-4



Dercr:lassifriréd in Part - Sanitized Copy Approved for Release 2012/06/20 : CIA-RDP89B00487R000400790039-4

tax excluded from the contract price, or (iii) the Federal Government
does not furnish a tax exemption certificate or other similar evidence
of exemption with respect to any direct tax excluded from the contract
price, and if under either (i), (ii), or (iii) the Contractor is
obliged to and does pay or bear the burden of any such tax (and dces
not secure a refund thereof), the contract price shall be correspondinzly
increased, and if interest and penalties are incurred by reason of
delay in payment of such tax on the instruction of the Contracting
Officer, and sueh interest and penalties are legally imposed, the con-
tract price shall be correspondingly increased, If, after the contract
date, the Contractor 1s relieved in whole or in part from the payment
or the burden of any direct tax included in the contract price, or any
tax directly applicable to the materials or components used in the
menufacture or furniching of the completed supplies or services covered
by this contract, the Contractor agrees promptly to nctify the Contrac-
ting Officer of such relief, and the contract price shall be corres-
pondingly decreased or the amcunt of such relief paid over to the
Government. Invoices cr vouchers covering any increase or decrease

in contract price pursuant to the provisions of this paragraph shall
state the amount thereof, as e separate added or deducted item, and
shall identify the particular tax imposed, increased, eliminated, cr
decreased.

(f) REFUND OR JRAWBACK. If any tax or duty has been included
in the contract price or the price as adjusted under paragraph (e) of
this clause, and if the Contractor 1s entitled to a refund or drawback
by reason of the export or re-export of supplies covered by this con-
tract, or of materials or components used in the manufacture or fur-
nishing 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 pald over to the Goverament or credited against amounts
due from the Government under this coutract, PROVIDED, however, that
the Contractor shall not be required to apply for such refund or draw-
back unless so requested by the Contracting Officer.

10  DISPUTES

Except as otherwise provided in this contract, any dispute con-
cerning a question of fact arising under this contract which is not
disposed of by agreement shall be decided by the Contracting Officer,
who shall reduce his decision to writing and mail or otherwise furnish
a copy thereof to the Contractor. Within thirty (30) éays 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 Sccretary, and the decision of tre Secretary oi his
duly authorized representative for the hearing ¢f such appeals shall,
unless determined by a court of competent gurisdiction to» have been
fraudulent or capricious or arbitrary or so grossly erroneous as neces-
sarily 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 Cfficer shall be final arnd conclusive. In
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connection with any sppeal proceeding under this clause, the Contractoer
shall be afforded an opportunity to be heard and to offer evidence in
support of its appeal. Pending final decicion of a dispute hereunder,
the Contractor shall proceed diligently with the performance of the
contract and in accordance with the Contracting Cfficer’s decision.

11. BUY AMERICAN ACT

The Contractor agrees that there will be delivered under this con-
tract only such unmanufactured articles, materials and supplies (which
term "articles, materials and supplies" is hereinafter referred to in
this clause az "supplies") as have been mined cr prcduced in the United
States, axi only such manufactured supplies as have been manufactured
in the United States substantially all from supplies mined, produced
or manufs: Lured, as the case may be, in the United States. Pursuant
to the Bu: American Act (41 U. S. Code 10a~d), the foregoing provisiocn
ghall not spply ( ) with respect to supplies excs=pted by the Secretary
from the application of that Act, (11) with reepect to supplies for use
outside the United States, or (iii) with respect to the supplies to be
delivered under this contrect 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-
ficient and reasonably available commercial quantities and of a satis-~
factory quelity, or (iv) with respect to such supplies from which the
supplies to be delivered under this contract are manufactured, as are
of a class or kind, determined by the Secretary or his duly authorized
representative not to be mined, produced, or manufactured, as the case
may be, in the United States in eufficient and reasonably available com-
mercial quantities and of a satisfactory gquality: PROVIDED, That this
exception (iv) shall not permit delivery of supplies manufactured out-
side the United States 1if such supplies are manufactured in the United
States in sufficient and reasonably available commercial quantities and
of a satisfactory quality.

12, EIGHT-HCUR LAW CF 1912

This contract, to the extent that it is of a character specified
in the Eight-Hour Law of 1912 as amended (4O U. S. Code 324-326) and
is not covered by the Walsh-Healey Public Countracts Act (41 U. S. Code
35-45) is subject to the following provisions and cxceptions of said
Eight-Hour Law of 1912 as amended, and to all cther provisions and ex-
ceptions of said Law.

No laborer cor 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 of the said work shall be re-
quired or permitted to work more than eight hours in any one cal-
endar day upon such work, except upon the condition that compen-
sation is paid to such laborer or mechanic in accordance with the
provisions ¢f this clause. The wages of every such laborer and
mechanic employed by the Contractor or any subcontractor engaged
in the performance of thils contract shall be computed on a basic day rate of
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Ca eight hours per day; and work in excess of eight hours per day is
permitted only upon 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 basic rate of
vay. For each violation of the requirements of this clause a penalty
of five dollars shall be imposed upon the Contractor for each such
laborer or mechanic for every calendar day in which such employee

is required or permitted to labor more than eight hours upon said
work without receiving compensation computed in accordance with this
clause; and all penalties thus imposad shall be withheld for the use
and benefit of the Government.

13. WALSH-HEALEY PUBLIC CCNTRACTS 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 $l0,000 and is otherwise subject to the Walsh~Healey Public
Contracts Act as amended (41 U. S. Code 35-45), there are hereby incor-

\ porated by reference all representations and stipulations required by
said Act and regulations issued thereunder by the Secretary of Iabor,
such representations and stipulations being subject to all applicable
rulings and interpretations of the Secretary of Labor which are now
or may hereafter be in effect, except that the Contractor shall not
be required to include this clausc in subcontracts izsued hereunder
when the inclusion of this clause in a supceentract would jeopardize
or conflict with the security considerabicus established in connec-
tion with this contract.

14, NONDISCRIMINATION IN EMPLOYMENT

(a) In connection with the performance of work under this con-
tract, the Contractor agrees not to discriminate against any employee
or applicant for employment because of race, religion, color, or
national origin. The aforesaid provision shall include, but not be
limited to, the following: employment, upgrading, demotion, or
transfer; recruitment or recruitment advertising; layoff or termina-
tion; rates of pay or other forms of compensation; and selection
for training, including apprenticeship. The Contractor agrees to
post hereafter in ccnspicuous places, avallable for employees and
applicants for employment, notices to be provided by whe Contracting
Officer setting forth the provisions of the nondiscrimination clause.

PN

(b) The Contractor further agrees to insert the foregeing pro-
vision in all subcontracts issued hereunder, except subcontracts for
standard commercial supplies or raw materials, and except as insertion
of the foregoing provision in a subcontract would jeopardize or con-
flict with the~§ecurgjy;ggg§;gqgationq_established in connection with
this contract.
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15. COFFICIALS NOT TO BENEFIT

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

general benefit.
16. COVENAKT AGAINST CONTINGENT FEES

The Contiractor warrents that no person or selling agency has beea
employed or retained to solicit or secure this contract upon an agrecment
or understarding for a cormmission, percentage, brokerage, or contingent
fee, exceptling bona fide employees or bona fide eshablished commercial
or selling szencies maintained by the contractor for the purpose of
sccuring bu-ilizess. For breach or viclation of this warranty the Govern-
ment shall Lave the rigat to awnnul tiails contract without liability or in
its discretion to Za2dact from the coutract price or consideration the
full amount of such commission, perccntage, brokerage, or contingent fee.

17. AIRCRAYT IN THE OPEN

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

(a) Subject to the definitions and limitations mrescribed in
this clause, the Government assumes the risk of damage to or loss or
destrucsion of aireraft (or missiles having the general characteristics
of aircraft) in *he open, PROVIDED, that such damage, loss, or destruc-
ticn is caused by any of the following perils;

(i) Fire; lightning, windstorm, cyclone, tornado, hail; explosion;
riot, riot attending a strike, civil commotion, vandalism and malicious
mischief; sabotage; aircraft or objects fallirg therefrom, vehicles running
on land or tracks, excluding vehicles owned or operated by the Contractor
or any agent or employce of the Contractor; smoke; earthquake or volcanic
eruption; flood, meaning thercby rising of a body of water K hostile or
warlike action, including action in hindering, combating, or defending
against an actual, impending or expected attack by any govermment or
sovereign power (de Jure or de facto), or by any authority usiag military,
naval, or air forces, or by any agent of any such government, power, auth-
ority, or forces; or

(i1) Other peril of a type not listed 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 a prevailing
practice in the industry in which the Contractor is engaged with respect
to similaxr property.
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(o) For purposes of this clause:

(1) The term "Aircraft" means a.rcraft to be furnished to
the Government under this contract, including compicete aircraft; and
aircraft in the course of manufacturz 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 open or
temporarily removed from such aireraft, provided such uninstalled pro-
perty is in the open.

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

() The Government's obligation under this clause shall extend
_ orly to aireraft in the open under conditions approved by the Contrac-
‘ ting Officer, and shall not extend tn the following:

(1) loss, destruction, or damage resulting from failure of
the Contractor, due to willful misconduct or lack of good faith of any
of the Contractor's menagerial personnel, to maintain and aBminister a
program for the maintenance, repalr, protection, and preservation of
aircraft in the open, in accordancc with sound industrial practice. The
term "Contractor's maragerial perscnnel" means the Contractor's directors,
officers, and any of i+s managers, superintendents, or other equivalent
represcntatives who have supervision or direction of all or substantially
all of the Contractor's business, or all or suhbstantially all of the
Contractor's operation at any one plant or separate locction at which
this coutract is rerformed, or a separate and complete major industrial
operation in connection with the performance of this ccntract;

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

(d) The Contractor warrants that the contract price does not
and will not include any charge or rcserve for insurance (including
self-insurance funds or reserves ) covering damage to or loss or destruc-
tion of aireraft in the cpen caused by any of the perils set forth in
paragraph (aJ‘ hereof.

(e) In the event of damage to or loss or destruction cf air-
crafy in the open, the Contractor shall take all reasonable steps to
protect such aireraft from further damage, scparate damaged and undam-
aged aircraft, put all aireraft in the best possible order, and furnish
te the Contracting Officer a statement of:

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

(11) the time and origin of the loss, destruction, or damage;

(iii) all known interests in commingled property of which
aireraft in the open are a part;
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(iv) +he 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 modificd in writ-
ing accordingly.

(f) If prior to acceptance by and delivery to 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 to the condi-
tion in which it was immediately prior to such damage. If the Government
requires the aircraft to be replaced or restored, an cquitable 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. Alternatively, the Government may clect to termi-
jnate this contract as to any such lost, destroyed, or damaged aircraft,
and in that event the rishts of the parties shall be as provided in the
clause entitled Termination for Convenience of the Government.

(g) In the event the Contractor is at any time reimbursed or
compensated by any third person for any damage to or lcss 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 Gevern-
ment, it shall equitably reimburse the Government. The Contractcr shall
do nothing to prejudice the Government's rights to recover against
third parties for any such loss, destruction or damage and, upon the
request of the Contracting Cfficer, shall at the Government's expense,
furnish to the Govermment 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.

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

(i) Any loss, or dectruction of, or damage to, alrcraft oc-
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 terms, applicable.

18. MILITARY SECURITY REQUIREMENTS

(a) The provisions of this clause shall apply to the extent that
this contract involves access to security information classificed "Con-
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 contract and the elements thereof, and of any
subsequent revisions in such security classification, by the use of a
Security Requirements Check List (DD Form 254 and 254-I).

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

(1) the Security Lgreement (DD Form b1), including the Department
of Defense Yndustrial Security Manual for Safeguuriing Classified Infor-
mation as Ia effect on date of this contract, and any modification to
the Securiy Agreement for the purpose of adapting the Manual to the
Contrector's business; and

(11) any amendments to said Manual made ofter 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
over the facility.

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

(e) If, subsequent to the date of this contract, the security
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 inecreased
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.

(£) The Contractor agrees to insert, in all subcontracts hereunder
which involve access to classified securlty informetion, 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.

15. UTILIZATION OF SMALL BUSINESS CONCERNS

(a) It 1s the policy of the Government as declared by the Con-
gress to bring about the greatest utilization of emnll business con-
cerns which is consistent with efficient production.

(b) The Contractor agreces 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 negetiated fixed-
Price supply contracts and purchase orders in excess of $1,000.

N EXAMINATION OF RECORDS

(a) The Contractor agrees that the Contracting Officer or any
of his duly authorized representatives shall, until the expiration
of three yecars after final bPayment under this contract, have access
to and the right to examine any directly pertincnt books, documents,
popers and records of the Contractor involving transactions related
to this contract.

(b) The Contractor further agrees to include in all his sub-
contracts hereunder a provision to the effect that the subcontractor
agrees that the Contracting Officer or any of his duly authorized
representatives shall, uatil 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 (11) subcontracts or pur-
chase orders for public utility services at rates established for
uniform applicability to the general public.

21. GRATUITIES

(a) The Government may, by written notice to the Contractor,
terminate the right of the Contractor to proceed under this contract
if it is found, after notice and hearing, by the Secretary or his
duly authorized representative, that gratuitics (in the form of
entertainment, gifts, or otherwise) were offered or given by the
Contractor, or any agent or representative of the Contractor, to any
officer or employee of the Government with a view toward securing a
contract or securing favorable treatment with respect to the awarding
or omending, or the making of any determinations with respect to the
Performance of such contract; PROVIDED, That the existence of the
facts upon which the Seerctary or his duly authorized representative
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mekes such findings shall be in issue and may be reviewed in any com-
petent court.

(b) In the event this contract is terminsted as provided in
paragraph (a) hereof, the Government shall be entitled (1) to pursue
the same remedies against the Contractor as it could pursue in the event
of a breach of the contract by the Contractor, and (ii) as a penslty in
addition to any other damages to which it may be entitled by law, to
exemplery damages in an amount (as determined by the Secretary or his
éuly 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.

(e) The rights acd remedies of the Gover.uccut provided in this
clause shzll not be exclusive and are in additioun to any other rights
. and remec_.es provided by law cr under this contract

22. CONVICT LABOR

In connection with the performance of work undcr this contract,
the Contractor agrees not to employ any person undergoing sentence of
imprisonment at hard lsbor.

23. NOTICE 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.

(&) The Contractor shall report to the Contracting Officer,
promptly aud in reascunable written detail, each notice or claim of
patent 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 cut of the performance cf
this centract or out of the use of eny supplies furnished or work or
services performed hereunder, the Contractor shall furnish to the
Government, upcn request, all evidence and informetion in possession
of the Contractor pertaining to such litigation. Such evidence and
information shall be furnished at the expense of the Government except
in those cases in which the Contractor has agreed to indemnify the
Government against the claim being asserted.

2L, REPORTING OF ROYALTIES

The provisions of this clause shall be applicable only 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 persocn or firm in
connection with the performasnce 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 licensor to whom royalties in
excess of $250 have been paid or are to be reid,

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

(3) The menner of computing the royalties consisting of (i)
8 brief identification of each royalty-bearing unit or process, (11)
the total amount of royalties, and (111) the percentage rate or dollars
and cents amount of royalties on each such unit or process; PROVILED
that if the royalties cannot be computed in terms of units cr dollars
and cents value, then other data showing the menner in which the Con-
tractor computes the royalties.

(b) In lieu of furnishing & report under paragraph (a), the Con-
tractor may furnish a single, consolidated report for each accounting
period of the Contractor during which the Contractor has contracts with
the Government, provided the Contractor has requested and cbtained the
prior written approval of the Contracting Officer. Such consolidated
report shall bc furnished, when the furnishing thereof has been approved,
in the number of copies as approved, as soon as practiczble after the
close of the accounting period 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 periocd, the total
amount of royalties accruing to each licensor at a rate in excess cf
$1,000 per annum on the Contractor's cver-all business, together with
(4) the name and address of each such licensor, (11) the patent numbers,
patent application serial numbers (with filing dates), or other identi-
fication of the basgis for such royalties, (iii) & brief description of
the subject matter of the license under which royalties are charged,
(iv) the percentage rate or unit amcunt, or if the royalties do not
accrue by rate or unit amount, such other data showing the manner by
vhiech the royalties accrue to licensor, and (v) an estimate or approxi-
mation (without detailed accounting) of the portion of such royalties
that may be attributable to Government contracts. The Contractor shall,
if requested by the Government, furnish at Government expense a more
detailed allocation of such royalty payments attributable to Government
contracts.

(¢) In 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 Ccntrac-~
tor a letter stating whether or not the request is approved and, not-
withstanding any such approval, the Contracting Officer 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 Cfficer administering this contract.

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

Sho

Declassified in Part - Sanitized Copy Approved for Release 2012/06/20 : CIA-RDP89B00487R000400790039-4



Declassified in Part - Sanitized Copy Approved for Releaée 2012/06/20 : CIA-RDP89BOO487R000400790039-4

SLisied

(4) After paymert 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
(i1) $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

nished to the Countracting Officer the report called for by parsgraph
(&) hereof or the copy of the letter approving the Contractor's request
to furnish the report under paragraph (b); PROVIDED that no amount shall
continue to be withheld from payment for the causes specified in this
paregraph (4) if the Contractinz Officer shall find that the Contractor
has not been furnished a letter as required by paragraph (c) within a
reasonable time after making written request to submit a single, con-
gollidated report under the provisions of paragrsph (b) of this clause;
and PROVIDED FURTHER that the Contracting Officer may, in his discre-
tion, order payment to be withheld in the amcur: =nd manner above pro-
vided if “he report called for by paragraph (a) is unsatisfactory or {b)
is dturbw: has not beem 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 amount or subsequent
payment thereof to the Contractor shall not be construed as a walver of
any right accruing to the Govermmeut under this contract.

25. FILING OF PATENT APPLICATIONS

(a) Before filing or causing to be filed a patent application dis-
clusing any subject matter of this contract, which subject matter is
classified "Secret" or higher, the Contractor shall, citing the thirty
(30) day provision below, transmit the proposed application to the Con-
tracting Officer for determination whether, for reasovs of national
security, such application should be placed under an order of secrecy
or scaled in accordance with the provisiors of 35 U. S, Code 181-188
or tke issuance of a patent should be ctherwise delayed under pertinent
statutes or regulations; and the Contreacior shall observe any instruc-
tions of the Contracting Officer with respect to the manner of delivery
of the patent application to the U. S. Patent Office for filing, but
the Contractor shall not be denied the right to file such patent 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 of or prior to the time when the Contractor files or causes
to be filed a patent application disclosing any subject matter of this
contract, which subject matter is classified "Confidential,” a copy of
such application for determination whether, for reasons of national
security, such application should be placed under an order of secrecy
or the issuance of a patent should be otherwise delayed under pertinent
statutes or regulations.
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(¢) In filing any patent application coming within the scope of
this clause, the Contractor shall observe all applicable security regu-
lations covering the transmission of classified subject matter.

26. AUTHORIZATION AND CONSENT

The following clause shall be applicable in all contracts for sup-
plies (including comstruction work), except purchase orders of $5,000
or less:

The Government hereby gives its authorization and consent (without
prejudice to its rights of indemnification, if such rights are provided
for in this contract) for all use and manufacture, in the performance of
this contract or any part hereof or any amendment hereto or any subcon-
tract hereunder (including any lower-tier subcontract), of any patented
invention (i) embodied in the structure or composition of any article
the delivery of which is accepted by the Government under this contract,
or (i1) utilized in the machinery, tools, or methods the use of which
necessarily results from compliance by the Contractor or the using sub-
contractor with (a) specifications or written provisions now or hereafter
forming a part of this contract, or (b) specific written instructions
given by the Contracting Officer directing the manner of performance.

The Contractor's entire liability to the Government for patent infringe-
ment shall be determined solely by the provisions of {io= Indemnity clause,
if any, included in the contract and the Govermment assvmes iiability for
all other infringement to the extent of the authorization and consent
hereinabove granted.

27  PATENT RIGHTS

(a) As used in this clause, the following terms shall have the
meanings set forth below:

(1) The term "Subject Invention" means any invention, improve-
= ment or discovery (whether or not patentable) conceived or first actually
' reduced to practice either (A) in the performance of the experimental,

developmental, or research work called for or required under this con~
tract, or (B) in the performance of any experimental, developmental, or
research work relating to the subject matter of this contract which was
done upon an understanding in writing that a contract wnuld be awarded;
- PROVIDED that the term "Subject Invention" shall not include any inven-
tion which is specifically identified and listed in the Schedule for the
purpose of excluding it from the license granted by this clause.

(11) The term "Technical Personnel" mcans any person employed
by or working under contract with the Contractor (other than a subcon-
tractor whose responsibilities with respect to rights accruing to the
Government in inventions arising under subcontracts are set forth in
paragraphs (g), (h), and (i) of this clause) who, by reason of the
nature of his duties in connection with the performance of this con-~
tract, would reasonably be expccted to make inventions.
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(111) The terms "subcontract" and "subcontractor" mean any
subcontract or subcontractor of the Contractor, and any lower-tier sub-
contract or subcontractor under this contract.

(v) (1) T™he Contractor agrees 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 azcording to law, of any article or
material, and in the use of any method No license grzated hcrein shall
convey any right to the Govermment to manufacture, have manufactureé, nr
use any SubJect Inventicn for the purpose of prcviding services or sup-
plies to the general pubiic in competition with e Contractor or the
Contractor's commerciasl licensees in the licensci fielés.

(<) With respect to:
(1) any Subject Invention made by other than Technical Per-

()

sonnel;

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

(111) the practice of any Subject Invention in foreign
countries; the obligation of the Contractor to grant a license as pro-
vided in (b)(1) above, to convey title as provided in (&)(1i)(B) or (a)
(1v) 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 other compensation
to others solely on account of sald grant. Nothing contained in this
Patent Rights clause shall be deemed to grant any licerse under any in-
ventloa other than a Subject Invention.

(c¢) The Contractor shall furnish to the Contracting Officer the
(:j, following information and reports concerning Subject Inventiors which
reasonably appear to be patentable:

(L) a written disclosure promptly after conception or 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 Invention has been or will be filed by or on behslf
of the Contractor;

(11) interim reports, at least every twelve months, commen-
cing with the date of this contract, each listing all such Inventions
concelved or first actually reduced to practice more than three months
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

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

(d) In connection with each Subject Invention referred to in
(e)(1) above, the Contractor shall 4o the following:
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(1) if the Contractor specifies that a United States
ratent 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 earliest practicable date and in any event
Lot later than eight months after first publication, public use or
sale.

(11) 1f 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 Cumtracting 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, where applicable, of any contemplated
publication by the Contractor, stating the date and identi€y of such
(:: publication or contemplated publication; and

‘ (B) convey tu the Government the Contractor's entirefy,z
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 decued necessary to vest in the Govarumernt the
Contractor's right, title, and intercst aforesaid, and ‘hae 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) below to file foreign applications, and subject
further to the reservation of a non-exclusive and royalty-free license
to the Contractor (and to its existing and future associlated and affi-
liated companies, if any, within the corpnrate structure of which the
Contractor is a part) which liccnse shall be assignable to the succes-
sor of that part of the Contractor's business to which such Invention
pertains:

(111) the Contractor shall furnish promptly to the Con-
\_/ tracting Officer on request an irrevocable power of attorney to in-
spect and make copies of each United States patent application filed
by or on bchalf of the Contractor covering any such Invention;

(1v) 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
entire right, title, and interest in such Inventiocn 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 coufirmatory of any license rights
herein agreed to be granted to the Government.

¥? (Oct. 8, 1956)
Price Rev. - 19 -

. Declassified in Part - Sanitized Copy Approved for Release 2012/06/20 : CIA-RDP89B00487R000400790039-4



Declassified in Part - Sanitized Copy Approved for Release 2012l/06/20 - CIA-RDP89B00487R000400790039-4
. T e
\.'."’.u\: el

" (e) The Contractor, or those other than the Government deriving
T rights from the Contractor, shall have the exclusive rights to file
applications on Subject Inventions in each foreign country within:

(1) nine months from the date a corresponding United States
application is filed;

(41) six months from the date permission is granted to file
foreign applications where such filing had been prohibited for security
reasonsg; or

(411) such longer period as may be approved by the Contrac-
ting Officer. 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 licencse and right shall be as-
signable to the successor of that part of the Contractor's business to
which the Subject Invention pertains.

“‘ (£) If the Contractor fzils to deliver to the Contracting Cfficer
the interim reports required by (c)(ii) above, or fails to furnish the
written disclosures for all Subject Inventions required by (c){i) above
shown to be dve iIn accordance with any interim report delivered under
(¢)(i1) or otherwise known to be unreported, there sh~il be withheld
from payment until the Contractor shall have corrected. such Ffailures
elther ten percent (10%) of the amount of this contract, as from %ime
to time amended, or five thousand dollars ($5,000), whichever is less.
After payment of eighty percent (80%) of the amount of this contract,
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
or balance thereof to be retained until the Conitractor shall have fur-
nished to the Contracting Officer:

e Ei) the final report required by (e)(111) above;

‘ i1) written cdisclosures for all Subject Inventions required
by (c)(4)above which are shown to be due in accordance with interim re-
ports delivered under (c)(ii) sbove or in accordance with such final
reports or are otherwise known to be unrepcrted; and

(111) the information as to any subcontractor required by (h)
below. The maximum amount which may be withheld under thils paragraph
(£) shall not exceed ten percent (10%) of the amount of this contract
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 (£) 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 weiver 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 enfcrece compliance with the patent provisions
of a subcontract.
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(g) The Contractor shall exert ail reasonable effort in negotia-
ting for the inclusion of this Patent Rights clause in any subcontract
hereunder of three thousand dollars ($3,000) or more having experimen-
tal, developmental, or research work as one of its purposes. In the
event of refusal by a subcontractor to accept the Patent Rights clause,
the Contractor shall not proceed with the subcontract without written
authorization of the Contracting Officer, and upon obtaining such auth-
orization, shall cooperate with the Government in the negotiation with
such subcontractor cf 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 agreed to be granted to the Government by the
Contractor.

(h) The Contractor shall, at the earlicst practicable dote, 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 respect 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 Subject Inventious. The Contractor shall not be obligated to
enforce the agrecments of any subcontractor hercunder relating to Subject
Ianventions.

(1) Wwhen the Contractor shows that it has been delayed in the
performance of this contract by rcason of its inability to obtain in ac-
cordance with (g) above a suitable patcut rizhts clause from a qualified
subcontractor for any item or service required under this contract for
which the Contractor itself does not have available facilities or quali-
ficd personnel, the Contractor's delivery dates shall be extended for a
period of time equal to the duration of such delay; and, upon request
of the Contractor, the Contracting Officer shall determine to what cx-
tent, if ony, an additional extension of the delivery dates and an in-
creasc in contract prices based upon additional costs incurred by such
dclay are proper under the circumstances; and the contract shall be
modifiecd accordingly. If the Contractor, after exerting all reasonable
effort, is unable to obtain a qualified subcontractor as set forth above,
the Contractor may submit to the Contracting Officer a written request
for waiver or modification of the requirement that a suitable patent
rights clause bc included in the subcontract.

Such request shall specifically state that the Contractor has uscd
all rcasonable effort to obtain such qualified subcontractor, and shall
cite the walver or termination provision hercinafter set forth. If,
within thirty-five (35) days after the date of receipt of such request
FP (Oct. 8, 1956) i
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. for a waiver or modification of said requirement, the Contracting Offi-
cer shall fail to deny in writing such request, the requirement shall
be deemed to have been waived by the Government. If within such period
the Contractor shall receive a written denial of such request by the
Contracting Officer, this contract shall thercupon automatically ter-
-.ilaate 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 convenience of the Government.

28. COPYRIGHT

(a) The Contractor agrees to and does hereby grant to the Govern-
ment, and to its officers, agents and employces acting within the scope
of their officianl duties, (1) a royalty-free, nonexclusive and irrevo-
cable license to reproduce, translate, publish, use, and dispose of,
and to authorizc others so to do, all copyrightaoble moterial first pro-
duced or composed and delivered to the Government under this contract

o~ by the Contractor, its employeces or any individual or concern specifi-

L cally cmployed or assigned to originate and prepare such material and
(11) a licensec as aforesaid under any and all copyrightcd 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 material fur-
nished under the contract, provided that such license ghall be only to
the extent the Contractor now has, or prior to complet.rn i final set-
tlement of the contract may acquire, the right to grent such liecnse
without becoming liable to pay compensation to others zolely vecause
of such grant.

(b) The Contractor agrees that it will exert all rcasonable effort
to advise the Contracting Officer, at the time of delivering any copy-
rightable or copyrighted work furnished vader this contract, of any
adversely held copyrighted or copyrightable material incorporated in
any such work and of any invasion of the right of privacy therein con-
tained.

<::' (¢) The Contractor agrees to report to the Contracting Officer,
prcaptly and in reasonable written detail, any notice or clain of copy-
right infringement received by the Contractor with respect to any mater-
ial delivered under this contract.

29. REFRODUCTION 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 payrient
of compensation to others, the right to reproduce, usc, and disclose
for governmental purposes (including the right tc give to foreign gov-
crnments for thelr usc as the national interest of the United States
may demand) all or any part of the reports, drawings, blueprints, data,
and technieal information spceified to be delivered by the Coatractor
to the Government under this contract; PROVIDED, however, that nothing
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contained in this paragroph shall be’deemed, directly or by implication,
to grant any license under any patent now or hereafter issued or to
grant any right to reproduce anything else called for by this contract.

30. GOVERNMENT-FURNISHED PROPERTY

(a) The Government shall deliver to the Contractor, for use in
‘connection with and under the terms of this contract, the property des-
eribed in the Schedule or specifications, together with such related
dota and information as the Contractor may request and as may reason-
ably be required for the intended use of such property (hercinafter
referred to as "Government-furnished Property"). The delivery or per-
formance dates for the supplies or scervices to be furnished by the Con-
tractor under this contract arc based upon the cexpectation that Govern-
ment-furni=hed Property suitable for use will be delivered to the Con-
(:j tractor at the tines stated in the Schedule or, if not so stated, in
sufficient time to cnable the Contractor to ncet such delivery or per-
formance dates. In the event that Government-furnished Property is not
delivered to the Contractor by such tine or times, the Contracting Offi-
cer shall, upon tinely written request made by the Contractor, make a
determination of the delay occasioncd the Contractor thercby, and shall
equitably adjust the declivery 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-
troct entitled "Changes.'" In the event the Government-furnished Property
is received by the Contractor in a condition not suitable for the in-
tended use the Contractor shall, upon rcceipt therczof, notify the Con-
tracting Officer of such fact and, as directed by the Coatracting Offi-
cer, eitherx(i) return such property at the Governnent's expense or
otheiwise dispose of the property, or (ii) coffcet repairs or modifica-
tions. Upon the completion of (is or (ii) sbove, the Contracting Officer
<:j\ upon written request of the Contractor shall cquitably adjust the delivery
: or perfornance dates or the contract price, or both, and any other con~
tractunl provision affected by the rejection cr disposition, or the re-
poir or modification, in accordance with the procedures provided for in
the clausc of this contract entitled "Changes." The foregoing provisions
for adjustnent are execlusive and the Government shall not be liable to
suit for breach of contract by rcason of any delay in delivery of Gov-
ernuent-furnished Property or delivery of such property in a condition
not suitable for its intended use.

(b) By noticc in writing thc Contracting Officer may decrease 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 equitably adjust the delivery or per-

- formonce dates or the contract price, or both, and any other contrac-
tual provisions affectcd by the decreasc, in accordance with the pro-
cedures provided for in the clause of this controct entitled "Changes."
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(c) Title to the Governnent-furnished property shall remain in
the Government. Title to Government-furnished property shall not be
effected by the incorporation or attaclment thereof to any property
not owned by the Government, nor shall such Government-furnished pro-
perty, or any part thercof, be or becomc a fixture or losc its identity
as personalty by rcason of affixation to any realty. The Contractor
suall mointain adequate property control records of Government-furnished
property in accordance with the provisions of the "Manual for the Control
of Government Property in thc Posscssion of Contractors" (Appendix B,
Arned Services Procurcnient Regulation) as in effect on the date of the
contract, which Manual is hereby incorporated by reference and made a
part of this contract.

(d) Te Government-furnished property shall, unless otherwisec
provided herein, be used only for the performance of this contract.

{e)’ The Contractor shall maintain and administer, in accordance
with sound industrial practice, a program for thc maintenance, repair,
proteetion and preservation of Government-furnished property, until
disposed of by the Contractor in accordance with this clause. In the
event that any damnge occurs to Government-furnished Property the risk
of which has been assumed by the Governnment under this contract, the
Governnment shall replace such i%cns or the Contractor shall rinke such
repair of the property as the Govermment directs; provided,. however,
that if the Contractor cannot effeet such repair withi: she o me re-
quired, the Contractor shall disposec of such property v the manner
directed by the Contracting Officer. The contract price ineludes no
compensation to the Contractor for the performance of any repair or
replacenient for which the Government is responsible, and an equitable
adjustrent will be made in the contract price for any such repair or
re¢placenent of Government-furnished propcrty nade at the direction of
the Governuent. Any rcepair or replaccnieat for which the Contractor
is responsible under the provisions of this contract shall be accon-
Plished by the Contractor at its owa expensec.

(£) (1) Except for loss, destruction or darmnge resulting from a
failure of the Contractor, due to willful nisconduct or lack of good
faith of any of the Contractor!s managerial personncl as definced
hercin, to maintain and adninister the program for the mnintenance,
repoair, protection and preservation of the Govermuent-rfurnished pro-
perty as required by paragraph (e) hereof, and except as specifically
provided in clausc (8)........0f this contract or in the clausc or
clauses of this contract designated in the Schedule, the Contractor
shall not be liable for loss or destruction of or dauage to the Gove
ernnent-furnished property (A) causcd by any peril while the property
is in troansit off the Contractor's prepmises, or (B) caused by any of
the following perils while the property is on the Contractor's or sub-
contractor's premises, or on any other prenises where such property
may properly be located, or by rcmoval therefren because of any of the
following perils:
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(I) Fire; lightning; windstorm, cyclcne, tornado, hail; explo-
sion; riot, riot attending a strike, civil commotion; vandalism and mali-
cious mischief; sabotage; aircraft or objects falling therefrom; vehicles
runping on land or tracks, excluding vehicles owned or operated by the
Contractor or any agent or employee of the Contractior; 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 expected
attack by any goverument 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

(IT) Other peril, of a type not listed above, if such other
peril is customarily covered by insurance (or by a rescrve 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 hereinafter 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
property while in ite 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
absence of such approval, the subcontract shall contain appropriate pro-
visious requiring the return of all Government-Furnished property in as
good condition as when rcceived, except for reasonable wear and tear or
for the utilization of the property in accordance with the provisions of
the prime contract.

(::J The term "Contractor's managerial perscunel" as used herein means
the Contractor's directors, officers and any of its managers, superin~
tendents, or other equivalent representatives who have supervision or
direction of (I) all or substantially all of the Contractor's business;
(IT) all or substantially all of the Contractor's operation at any one

lant or separate location at which the contract is being performed;
?III) a separate and complete major industriel operation in connection
with the performance of this contract.

(ii) The Contractor represents that it is not including in the '
price hereunder, and agrees that it will not hereafter 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 caused by any excepted
peril.

(111) Upon the happening of loss or destruction of or damage
to any Government-furnished property caused by an execepted peril, the
Contractor shall notify the Contracting Officer thereof, and shall
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commnicate 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 employed), shall take
all reasonable steps to protect the Government-furnished property from
further damnge, separate 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 origin of the loss, destruction or damage, (C) all known interests
in commingled property of which the Government-furnished property is a
part, and (D) the insurance, if any, covering any part of or interest

in such commingled property. The Contractor shall be reimbursed for

the expenditures made by it in performing its obligations under this sub-
paragraph (111)(including charges made to the Contractor by the Loss and
falvage 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 Supplemental Agree-~
ment.

(iv) With the approval of the Contracting Officer after loss
or destruction of or damage to Government-furnishcd property, and sub-
Ject to such conditions and limitations as may be imposel by the Con-
tracting Officer, the Contractor may, in order to minii.:e the loss to
the Government or in order to permit rcsumption of bus:inucss cr the like,
sell for the account of the Government any item of Goverament-furnished
property which has been damaged beyond practicable repuir, or which is
so commingled or combined with property of others, incliuding the Con-
tractor, that separation is impracticable.

(v) BExcept to the extent of any loss or destruction of or
damage to Government-furnished property for which the Contractor is re-
lieved of liability under the foregoing provisions of thia clause, and
cxcept for reasonable wear and tear or depreciation, or the utilization
of the Government-furnished property in accordance with the provisions
of this contract, the Government-furnished property (other than property
Fornitted to be sold) shall be returned to the Government in as good
condition as when received by the Contractor in conneetion with this
contract, or as repaired under paragraph (e) above.

(vi) In the event the Contractor is reimbursed 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
domage 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 in favor of the Government) in obtaining re-
covery. In addition, where a subcontractor has not been relieved from
ilability for any loss or destruction of or damage to the Government-
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Furnished property, the Contractor shall enforce the liability of the
subcontractor for such loss or destruction of or damage to the Goveran-
nent-Furnished property for the benefit of the Government.

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

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

(h) Tpon the completion of this contract, or at such carlier date
as may be fixed by the Contracting Officer, the Contractor shall submit,
in o form acceptable to the Contracting Officer, inventory schedulcs
covering all items of Government~furnished property not consumed in the
performance of this contract (including any resulting scrap), or not
theretofore delivered to the Goverument, and shall deliver or make such
other disposal of such Governnent-furnished property, as may be directed
or authorized by the Contracting Officer. Rcecoverable scrap from Gov-
ermment-furnished property shall be rcported in accordance with a pro-
cedure and in such form as thc Contracting Officer may direct. The not
preceeds of any such disposal shall be credited to the contract price or
shall be paid in such other manncr as the Contracting Officer may dircct

)

(1) Directions of the Contracting Officer and cormunications of

the Co?tiqgjai)shnll be in zgiting.

31. TION FOR CONVENIENCE OF THE GOVERNMINT

<:\ (a) The performance of work under this contract way be terminated
- by the Government in accordance with this clavse in whole, or from time
to tine in part, whenever the Contracting Officer shall determine that
such termination is in the best interest of the Government. Any such
termination shall be effected by delivery to the Contractor of a Notice
of Termination specifying the extent to which performance of work under
the contract is terminated, and the date upon which such termination be-
cones ceffective.

(b) After receipt of a Notice of Termination, and except as other-
wise directed by the Contracting Officer, the Contractor shall (1) stop
work under the contract on the date and to the extent specificd in the
Notice of Termination; (2) place no further orders or subecontracts for
naterials, scrvices, or facilities execpt as may be necessary for con-
Pletion of such portion of the work under the contract as is not ter-
rinated; (3) terminate all orders and subcontracts to the extent that
they relate to the performance of work terninated by the Notice of Ter-
nination; (4) assign to the Government, in the manner, at the tines, and
to the extent directed by the Contracting Officer, all of the right,
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title, and interest of the Contractor under the orders and subcontracts

so terninated, 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 outstonding liobi-
lities and all claims arising out of such termination of orders and sub-

to the extent he may require, which approval or ratification shall be
final for all the purposes of this clause; (6) transfer title and dcliver
to the Government, in the monner, at the tines, and to the extent, if any,
directed by the Contracting 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 complcted
or partinlly completed plans, drawings, information, and other property
which, if the econtract had been corppleted, would have been required to

be furnished to the Govermment; (7) usc its best efforts to scll, in the
maaner, at the tinmes, to the extent, and at the price or prices dirceted
or authorized by the Contracting Officer, any property of the types re-
ferred to in provision (8) of this paragraph, PROVIDED, HOWEVER, that the
Contractor (1) shall not be required to extend credit to any purchaser,
and (ii) may 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 proceeds of any such transfer or disposition
shall be applied in reduction of any payments to be mnde by the Govern-
nent to the Contractor under thils Contract or shall otherwise be credited
to the price or cost of the work covercd by this contract or paid in such
other manner as the Contracting Officer may direct; (8) complcte perfor-
nonce of such part of the work as shall not have been terminated by the
Notice of Termination; and (9) take such action as may be necessary, or
a8 the Contracting Officer may direct, for the protection and prescerva-
tion of the property related to this contract which is in the possession
of the Contractor and in which the Governuent has or may acquire an
intercest. At any tinme after expiration of the plant clearance period, as
defined in Section VIII, Armed Services Procurcment Regulation, as it moy
be anended from tine to time, the Contractor may subnit to the Contrac-
ting Officer a list, certificd as to quantity and quality, of any or all
itens of ternination inventory not previously disposed of, exclusive of
itceris the dlsposition of which has been directed or authorized by the
Contracting Officer, and may request the Government to renove such itcms
or enter into a storage agrecuent covering thau. Not later than fifteen
(15) days thereafter, the Government will accept title to such items and
renove them or enter into a storage agreement covering the same, PROVIDED
that the list subnitted shall be subject to verification by the Contrac-
ting Officer upon removal of the itens, or if the iteus are stored, within
forty-five (45) days from thc date of submission of the 1list, and any
necessary adjustnent to correct the list as submitted shall be nade prior
to final settlenent.

(c¢) After rececipt of a Notice of Termination, the Contractor shall
subriit to the Contracting Officer its termination elaim, in the form and
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with the certification prescribed by the Contracting Officer. Sueh clein
shall be subnittced promptly but in no event later thon two ycars from

the effective date of termination, unless one or nore extensions in writ-
ing are granted by the Contracting Officer, upon request of the Contrac-
tor .ode in writing within such two-year period or autbhorized extension
thercof. However, if the Contracting Officer determines that the facts
Justify such action, he nay receive and act upon any such ternination
clain at any tine after such two-ycar period or any extension thercof.
Upon failurc of the Contractor to subuit its ternination clalin within

the tine allowed, the Contracting Officer nmay deteriidne, on the basis of
inforuation available to hin, the amount, if any, due to the Contractor
by rceason of the termination and shall thercupon pay to the Contractor the
anount so deternined.

(a) sSubject to the provisions of paragraph (c), the Contractor and

the Contracting Officer niay agree upon the whole or any part of the

<:j ariount or amounts to be paid to the Contractor by reason of the total
or partial termination of work pursuant to this clause, which amount
or anounts may include a reasonable allowance for profit on work done.
The controct shall be ancnded accordingly, and the Contractor shall be
paid the agreed anount. Nothing in paragraph (c) of this clausc, prcs-
cribing the anount 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 rcason of thce termination of work
pursuant to this clausc, shall be deecued to limit, restrict, or otherwisc:
determine or affect the amnount or anounts which oy be agreed upon to be
2aid to the Contractor pursuant to this paragraph (a).

(e) In the cvent of the failure of the Contractor and the Contrac-
ting .Officer to agree as provided in paragraph (d) upon the whole amount
to be paid to the Contractor by rcason of the termination of work pursuant
to this clause, the Contracting Officer shall deternine, on the basis of
inforrntion availlable to hinm, the anount, if any, due to the Contractor
(’\ by reason of the ternination and shall pay to the Contractor the amounts
determined as follows: : _

(1) For completed supplics accepted by the Governnment (or sold
or acquired as provided in paragraph (b)(7) asbove) and not therctofore
paid for, a sun equivalent to the aggregate price for such supplies con-
puted in accordance with the price or prices specified in the contract,
appropriately adjusted for any saving of freight or other charges;

(2) The total of ~--
(1) The costs incurred in the performance of the work termina-
ted, including initial costs and preporatory cxpensce allocable thereto,

but exclusive of any costs attributable to supplics paid or to be paid
for under paragroph (e)(1) hereof;
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"y (i1) e cost of settling and paying cleims arising out of the

S0 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).

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

(3) The reasonable 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 comnection with the protection

C or disposition of property allocable to this contract.

The total sum to be paid 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 payable to the Contractor as provided in paragraph (e)(1) and
paragraph {e)(2)(1), 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).

(£) Any determination of costs under paragraph (c) or (e) hercof
shall be governed by the Statement of Principles for Consideration of
C\ Costs set forth in Part 4 of Section VIII of the Armed Services Pro-
curcment Regulation, as in effect on the date of this contract.

(g) The Contractor shall have the right of appeal, under the
clause of this contract entitled "Disputes," from any determination
made by the Contracting Officer under paragraphs (c) or (e) above,
except that if the Contractor has falled 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, th: Government shall pay
to the Contractor the following: (i) if there is no right of appeal
hercunder or if no timely appeal has been tasken, 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 amounty due the Contractor under this clause
therc shall be deducted (l) all unliquidated advance or other unliquidated
payments on account therctofore made to the Contractor, (2) any claim
vhich the Government may have against the Contractor in connection with
this contract, and (3) the agreed price for, or the proceeds of salc of,
any materials, supplies, or other things acquircd by the Contractor or
sold, pursuant to the provisions of this clause, and not otherwise rc-
covered by or credited to the Government.

(1) If the terminntion hercunder be partial, prior to the scttle-
ment of the terminated portion of this contract, the Contractor may file
with the Contracting Officer a request in writing for an equitable ad-
Justment of the price or prices specified in the contract reclating to
the continued portion of the contract (the portion not terminated by
the Notice of Termination), and such cquitable adjustment as may be

(f\\ agreed upon shall be made in such price or prices.

(3) The Government may from time to timc, under such terms and con-
ditions as it may prescribe, make partial payments and payments on account
against costs incurred by the Contractor in connection with the terminated
portion of this contract whenever in the opinion of the Contracting Offi-
cer the aggregate of such payments shall be within the amount to which
the Contractor will be entitled hereunder. If the total of such payments
is in exccss of the amount finally agreed or determined to be due under
this clause, such excess shall be payable by the Contractor to the Gov-
ernuent upon demand, together with interest computed at the rate of &%
per annum, for the period from the date such excess payuent is recelved
by the Contractor to the date on which such exceszs is repaid to the Gov-
ernnent; provided, however, that no interest shall be charged with res-
peet to any such excess payment attributable to a rcduction in the Con-
tractor's claim by recason of retention or other disposition of termina-
tion inventory until ten days after the date of such retention or dis-

(:i position.

(k) Unless otherwise provided for in this contract, or by appli-
coble statute, the Contractor, from the effective date of termination
ond for a period of six years after final scettlement under this con-
tract, shall prescrve and make available to the Government at all rea-
sonable times at the office of the Contractor but without dircect 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 relating to the work terminated hereunder, or, to the cxtent ap-
proved by the Coatracting Officer, photographs, micro-photographs, or
other authentic reproductions thereof.

32  PAYMENTS

The Contractor shall be paid, upon the submnission of properly ccr-
tified invoices or vouchers, the prices stipulated herein for supplies
delivered and accepted or services rendcred and accepted, less dcductions,
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"y if any, as herein provided. Unless otherwisec specified, payment will
. be made on partial deliveries accepted by the Government when the
amount due on such deliverizs so warrants; or, when requested by the
Contractor, payment for accepted partial deliveries shall be made when-
ever such payment would equal or cxceed either $1,000 or 50% of the
total amount of this contract.

33. DEFAULT

(a) The Government may, subject to the provisions of paragroph
(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-
cumstances :

(1) If the Contractor fails to make delivery of the supplies or
to perform the services within the time specified herein or any exten-
sion thereof; or

(i1) 1If the Contractor fails to perform any of the other provi-
sions of this contract, or so foils to make progress as to endanger
performance of this contract in accordance with its terms, and in cither
of these two circumstances does not cure such failure within a period
of 10 days (or such longer period as the Contracting Officer may auth-
~orize in writing) after rcceipt of notice from the Contracting Officer
specifying such failurc.

@)

(b) The Contractor shall not be liable for any excess costs, if
any failure to perform the contract arises out of causes beyond the
control and without the fault or negligence of the Contractor. Such
causes include, but arc not restricted to, acts of God or of the
public enemy, acts of the Government, fires, floods, epidemics, quar-
antine restrictions, strikes, freight cubargoes, unusually severe
weather, and defaults of svbcontractors due to any of such causes

‘ unless the Contracting Officer shall determine that the supplies or
C:j' services to be furnished by the subcontractor were obtainable fronm
g other sources in sufficicent time to permit the Contractor to meet the
required delivery schedulc.

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

(d) If this contract is terminated as provided in paragraph (a)
of this clouse, the Government, in addition to any other rights pro-
vided in this clause, moy require the Contractor to transfer title
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and deliver to the Government, in the manner and to the extent directed
by the Contracting Officer, (1) any completed supplies, and (11) such
rortially complcted supplies and moterials, parts, tools, dies, Jigs,
fi<tures, plans, drawings, information and contract rights (hercin-
afler called "monufacturing materials") as the Contractor has speci-
fically produced or specifically acquired for the performance of such
part of this contract as has been terninated; and the Contractor shall,
upon direcetion of the Contracting Officer, protecet and preserve pro=-
perty in possession of the Contractor in which the Governnient has an
intercest. The Governnent shall pay to the Contractor the contract
price for completed supplics delivered to and accepted by the Govern-
ment, and the amount agreed upon by the Contractor .and the Contrac-
ting Officer for monufacturing materials delivered to and accepted
by the Government and for the protection and preservation of property.
Failurc *o agree shall be a disputc concerning a question of fact

<:T within the meaning of the clausc of this contract entitled " isputes.”

(e) 1If, after notice of termination of this contract under the
provisions of paragraph (a) of this clause, it is determined that the
fallure to perform this contract is due to causcs beyond the control
and without the fault or ncgligence of the Contractor pursuant to the
provisions of paragraph (b) of this clausc, such Notice of Default
shall be deemed to have becn issued pursuant to the clausc of this
contract entitled "Termination for Convenience of the Government," and
tlic rights and obligations of the pertics hercto shall in such cvent
be governed by such claus.. Except as otherwise provided in this
contract, this paragraph () applies only if this contract is with a
military department.

(f) The rights and remedies of the Fovernnent provided in this
clause shall not be exclusive and-arc in «ddition to any other rights
— and rencdies provided by law or under this contract.

34. ALTERATIONS IN CONTRACT

The fcllowing alteraticuns were made in this contract prior to
signature therecf by the rarties to this contract:

(a) In paragraph 2 entitled "Changes” on Page 1 of the General
Provisions change the figure 60" to read “90" in the next to last line.

(b) Delete Paragraph 5 entitled "Inspection® cn Page 2 of the
General Provisions Section. See PART VI of the Schedule.

(c) Delete Paragraph 7 entitled "Assignment of Claims™ on Page 3
of the General Provisions in its entirety and substitute the . following
therefor:
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“T. Assignment of Claims.
(a) No sssignment of claims shall be made by the
Contractor under this contract without the written
approval of the Contracting 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 Governmment, 1t 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 appropriate, wvhich
revisions shall be evidenced by an amendment of this
contract.”

N~ () In Paragraph 27(4)(11)(B) entitled "Patent Rights” on Page 19
of the General Provisions after the words "to which the Subject Invention
pertains:” add the following:

“and subject also to the obligations, if any, of the
Contractor, under all the texrms and conditions set
forth in that agreement known as the Cross License
Agreement of the Manufacturers'! Aircraft Association
Inc., in effect as of 31 December 1928 as supplemented

by the agreement of 30 September 1935."

(e) In Paragraph 30 entitled "Govermment Furnished Property” add
the following sub-clauses:

"(J) Where the words "managers, superintendents or
C other  equivalent representatives” are used or re-
' ferred to, they shall be construed for the purpose
of this clsuse as meaning "menufacturing menagers,
Plant menagers, production menagers, work menagers,
division superintendents, or other equivalent repre-
sentatives.”

"(k) The provision of this clause shall apply to

all supplies accepted and delivered but left in the
possession of the Contractor for modification, testing,
or any other reason or purpose in comnection with this
contract."

(£) AdAd the following Paragraphs to the General Provisions:
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"35. FLIGHT RISKS

(a) Bach 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, whether or not the aircraft is in motion during
the making of any such test or the operation of any such power
plant )(1) to be furnished to the Govermment under this contract,
or (2) furnished to the Contractor by the Govermment for the per-
formance of this contract, vhether conducted by the Contractor,
by the Govermment or by any person suthorized by the Govermment,
shall be coaducted at the risk of the Govermment insofar as loss
or destruction of or damage to such aircraft (including equipment
and accessories installed therein) is concerned, notwithstanding

C\ sny other provision of this sgreement; provided that if personnel

S conducting such operation are not either furnished by the Govern-

ment or approved in writing by the Contracting Officer as defined
herein, such operation shall be conducted at the risk of the Con-
tractor and the Contractor shall be lisble for loss and destruction
of and damege 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 Govermment-owned property, shall
be liable for loss and destruction of and damege to such aircraft,
equipment and accessories occurring in the course of such operation
and resulting from willful misconduct or failure to exercise good
faith on the part of Contractor's managerial personnel as defined

in Paragraph 3@(:)(1) hereof.

(b) If prior to final acceptance by the Government any
aircraft defined under paragraph (a)(1) above, are lost, destroyed,
or damaged during such operation thereof and if the risk of such
loss, damage or destruction is borne by the Govermment under pera-
graph (a) hereof, the Government shall have the right to terminate
this contract with respect to such aircraft, or in case such air-
craft is damsged, the Govermment may elect to reguire that such
aireraft be restored by the Contractor to the condition in which
it wvas immediately prior to such damage. If the Government elects
to texrminate this contract with respect to such aircraft, the Con-
tractor shall deliver to the Government at the place at or from
vhich such operation is conducted all or such parts of such aircraft
as the Comtracting Officer may designate, and the Contractor shall
be paid the contract price for said aircraft less such amount as
shall be determined by the Contracting Officer as the reasonsble
value of any portion of said aircraft not completed at the commence-
ment of said operation. If the Government requires the aircraft,
if damaged, to be restored as aforesaid, an equiteble adjustment
shall be made in the amount &ue under this contract and in the time

"
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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 deter-
mined as provided in the Clause hereof éntitled "Disputes”.

(¢c) This Clause shall be deemed to cover the
operstions by the Contractor of aircraft manufactured under
the terms of this contract notvithstanding the fact that such
an aircraft may bave become the property of the Government and
provided that such operations shall be -ubiect to any authori-
gations or approval required in paragraph (a) above.

36. REPORTS

The Contractor shall submit, at intervals of approxi-
mately six weeks, reports of progress in order that the Con-
tracting Officer may have a current record of the status of

performance.
37. PATERT INDEMNITY
(s) The Contrector agrees to indemnify the Government

and its officers, agents and employees against lisbility, in-
cluding costs and expenses, for infringement upon any Letters

Patent of the United Btates (except Letters Patent issued upon

an application wvhich is now or may hereafter be, for reasons

of aational security, ordered by the Government to be kept secret
or otherwise withheld from issue) arising out of the performance
of this contract or ocut of the use or disposal by or for the
account of the Government of supplies furnished or comstruction
work performed hereunder. The foregoing indemnity shall not
apply unless the Comtractor shall have been informed as soon

as practicable by the Govermment of the suit or action alleging
such infringement and shall have been given an opportunity to
present recommendations as to the defense thereof; and further,
such indemnity shall not apply in any one of the following
situations: (1) any infringement resulting from the addition
to any such supplies of other supplies not furnished by the Con-
tractor for the purpose of such addition: (ii) any settlement
of a claim of infringement mede without the consent of the Con-
tractor, unless required by final decree of a court of competent
Jurisdiction: (11i) any claim of infringement arising from use
or disposal outside the scope of any license limitation under
vhich the Contractor is bound: Provided, That the Contractor
has notified the Govermment of the limitation prior to first
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delivery under this contract; (iv) any infringement necessarily
resulting from changes (other than the substitution of another
standard commercial part or component mamufactured or supplied
by the Contractor) ordered pursuant to this contract, or from
specific written instructions given by the Contracting Officer
directing a manner of performing the contract not normelly
utilized by the Contractor.

(b) The foregoing indemmity shall apply only to contract
items or parts thereof which are standard commercial supplies.

38. RENEGOTIATION-VINSON-TRANMEL ACT
This contract shall not be subject either to the pro-
visions of the Vinsom-Trammel Act as smended and extended (3L
= U.8. Code 496, and 10 U. 8. Code 311) or to sny other act of the

Congress, vhether heretofore or hereafter enacted, providing for
the renegotiation of Government contracts.”
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