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C(')µP1·Rou....ER GEN ERAL OF THE UNITEC STATES 

WA.SHtNU.,♦ON t S 

Mr dear Ill". IJ u er.it.ult 

ia.ftl'WliCe .u -. to ~ lette:r ot IActcber 23, l3h7, N1?.Uttat-

11g a d.c111ao u to wther th.a Otf1ce 1IOUld b9 req-..u.rod to obje~ 

to ~ta lllld8r t.he p&111Mt pJ'OV'lsione o! a coet-~t 

contract, a dr;.!t. ~ 1lhich ~ fonarded ~ith, propoled to be 

mtered into by the Atomic ~ ergy Camm.salon with A.lsoci.&ted i!ni-

It ·ia atated in your letter that it !.JI propoaed to enter into 

the cootrut for the opera-i.1.on of th.e Brookha'ffll1 .?iatio?'.al. Laboratory, 

a •jol· at.omic 1.natal.l.a.tion of the Ato.mtc Qlergy Cmn:ri sa:i.on oow under 

conat.ru.ct.1.cn on Long Isla"ld, Nn York; that the aaici Auociated 

tlni"f'lll'ait.iee, Inc., i.e an edll.oati~ c orporation orgazrl.1ed under the 

laa o! the Sbte o.t h'1f tor.k llhose piu-ti.ei.pat.1.og mmben are nine 
.I 

eastan:i wvoni.Uu; that the contractor ha. carried on opue.tions of 

\he ~ U.t i onAl Labor ato.rr un<ier a let~ cont.ra.ct. !roa the 

Coad.Uiai, peo.d...DG the u.ceution of a def initive ~n-tra.ctJ that "T.18 

CQQtract 11 to be ad:11:L"li.aterecl by the COltlld.uulD throu.Gh Hi. O.ifice of 

.._ ?oi-k Diroetod Qper.-ti.ona"; Gnd t.h.at •au Area ~er~~ 

that. Of.t."ice 1.a at&tioned at tho l.abcrator:r lite 1c ord.er to ~ 

~to pr,,toction tor ·the in~ o f the Go'NU"mmnt. • 

·. ,.. - ... ,. :-,.I':.!" • 
• II ,. 

----·· .... 
..!" • .;-.~.: ~ 



It 1a •'t!ted furtl er that it 18 the inttt!lticn oft Ile part.l.ea 

tbAt. the eontract be a ao-pro!it arrangement unc.or 'Which toe cor.i­

tra.ctcr will be re:imlw"Nd !or all acw.al co.ta z.1d expeoaea, 
✓ 

d:i,rect or indireo~, &ctu&l.l.1' .i.ncu.ned in good .ruth, ari.a:1.ng out 

of, or cozmected nth., the 1'0l"k corere.a b.r tile contract; and th.at 

aurirlg th.I ugct.ut.1.oJJa ror t.he contrlct the contractor unacl the 

poait.1.m tJiat a prouaion ror the payment. oi a .r-, by the GoTam­

unt wu neceHar,r in order to prc'l'idB ad~ute pn,teetioe ~a.inst 

cert.ain conti.Lgenci•• a...!ai'l'\g undor t.he contract but that the con-

. tractor · ... , 1a prepared to per!orm the required work ou an actual 

coat bu1s 1! it can be aaR1"&d by·the Cat.m1.ae1oD that thia O!!ice 

Will not object to paymnts p.rcm.ded under paragraph 3 of l.rt.ic le 

IV o! the ecnt..ract. Aile>, it u stated that the Comi.saion propoS3a 

to nM a pronaion ~mUar to the said paraua.ph 3 in cerb1n other 

no-pro.fit. con-tract■ tor research a.-xi. development work where re.:im­

buramant. an an actua1 cost baa:i.1!!1 appears adn.sable. 

ftla uatt. or con~ propoM<i to be entered into with Associated 

Om:rerntiu, Inc.~ "on an actual coat basis" contea:plate. that, in 

the int...Niet of .,.oomp] :i ahing the purpontt of the .ltomi.c ~l'C1 Act 
/ 7.3"'P 

d 1946, appl"(M!d hl.,.-rast l, 1916, 6o Stat. 755, the eont.raetor llha.l.l 
I 

Ol"ganue, ope.rate, Mel maintain ~e Brookh.aVE.n Nati~ Labo rat.or., 

lor c~t. o! stlldies, expe~eotal invest:igat.i:nia, and t.e.at.o in 

ce.rtain fielda o! ecienee tlurin.;; the te.r:n ~ci.ng on J~ 11 19L7, 

88d cant.:ianjni until Decet:be.r 31, 1?50, subject to ~xtensicm ior 

furthar per:1.,c.da upon ;mtu.:u a~~..:nent. 1t is i.m:i.C3tcc. in the ~i.·;nt.h 
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••har1aaa• el..auao of tile pro-posoo contract th3.t ti::e contract i.a 

authorued by and will ~ a.xecuted un.tler th" •Atc..mi.c ~ ergy !ct 
/ . 

of 1946u and ~u.tive Ordal' flo. 981.6, dated ueea_ber Jl, l9k6, 

in the interest 0£ tho eomnon defen.11e and MCUZ'i.tr. 

Section )(a) of the l&id :O'.Ct direct. the Comdssiun t.o e.3lBZ'Cue 

it• powcra in ~Ji zaanner as to inaure the continued conduct o! r... 

search and UNlopmen~ e.ctiviU..• in the !iel.d.a ot ac1.ence speciliod 

therein by prl:,ate or y.ihlic inn.itut.ioM or pereom and to a.esist 

in the &cquid.t1on o! ~ aver-e:.a:pao~ !u.nd o.! t.heontial and 

practJ.cu lawaledge in such fiold•• It u pl'O'Y1dad in Aid aection 

that tho CuaRiaaioo 1a authorhed and d.i.rected to makB &J:TcJgementa 

(incllMiing contract.,, agreement s, and loon.1 ) for the conduct of 

~ aim ~t, act1V1t1t>• relst:iJle to th~ fielcu o! Bci.ence 

19p9C1.0.e(l therein, and that.-

•* * • the ConmlHiGD mr,;y make ,ucll arrangementa w1 tbaut regard 
to tile p~ ot NC'Ucl1 J'l<YJ o.! the Bev1aed Sta.t-o.te• {U.S.C., 
tit.lb Ju, uc. 5) 1lpal cartit1catian br the CGm1aaian tbat 8UDh 
action is neceaat7 in tbe intcreat of the ca,am <krenn and security, 
or upon & lboW.i.ng that, ad'nrtJ..1:1.Dg 11 not 1"8UO-lAhlJ' practicable, a 
u, man part1&l. aid ldftDce p~ under SDCh ar~, and mrJ' 
llllka an1ll'ble :Or UJII 1n coonec\ian ~th NCh ot 1u eqoJ.pm,nt 
aod. f&dllt.;1,q u it 'flllq dee& d.al1.Nbl.e. Sucb &rrangeaeJlt8 lhall. 
<lOClt.aiJl eucb prna1ou to protec:t. be.J.~ to m1nia1.se cqger !net 
9-Xploaio.n and ot.ha.i- ha&&nie to lite or prapert,-1 and 1o re:{O,irs tbe 
report.1ng and t.ct pvait the inlPIICti.oD ol -.ork perr-orad tbereu:ndar, u 
~ Coma1aoiaD ,.,- dei.ol'm:i.neJ bo:t. ab&ll t7Qt ecnt&:1.Il airr pl"OYUi.ona or 
eoocil.t.1.ons •bicb. pren&1t the d.i:a.tati.li.ati.on ot ac:ieuWic or te02m.i.eal 
1.n!onaatioa, except to th.a «ir,,cn:~ .uc.h diNCte:t1 r..ation i,s prohil.d.ted bJ 
1.aw.• 

ParagraJ,b.a l &n.d 2 or the referred-to Artie1e lV of the propozse,d 

~ont.ract -,uld provide ~ toll.owe: 

• l. The C<rinusion 8.9"008 to rei.J:b-ur3e t...'le Contractor tor all 
eo™ L"l.Curreci 't:rj it. i!l ca.rryir,6 out. t.bis cont,iwne-t 1n ~.ccorc.a.neo with 
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1w ~. ~ coat.a a.re to .1nola.de direct, indirect and. O'Telilead 
cost. and are t.o be detel'Jlinod in ac:eordance 111th generally acceptec! 
1CC4UJ1Ung prlJlcipl.N a;,pl1cabl.e to o}>el'&tione ol tba type perlono.ea 
~ the ooatnct. and c~ly applied. 1'he boob ot account 
and~ doc:aomta and reeord.3 ot ihe Contractor 1lh1.cl1 rel.ate to 
tbl pvt~ ot tm lA)J'.k •hall be anil.a~ tor e:a-tn&t.iao by- tJ. 
00-:,NiOJI to tho a:kn.t. that it sq l'9qlUN in ~t.iOD of 
Nport..td cost. &Dd l"8'19DUA. 

"2. JD ~ m.i,.bnnalent or all ooaw and n:psn,R• o! the 
;«it.r&cto.Z' am.r th1a contract, tba Corimmon aball be gflUM(i ~ 
ta~ of lrt1.cla Ile '1h1a ab&ll inelllde1 Id.th.out lim.Ulti01l 
(mt 111 thont. dupl.1cat.1.ou o.t it.a 1'81Abarwi 1mdar ~ ) or 
~,ha .U't1cl,t ). t.be tol.lcm..Dg C08U and tt..JilCIIUI • * _. 
rbUe toll.09• teen IUbpangrapha (a) to (r) 1n 11b:1Cil are Nt. !ortb 

di~pt.tona. 1n mre or le.a• detail, o! the 1V1ou 1 tea ~ actual 

a. pesiditw"N tor Which reiJll.bu..rnment. would be ude to the contractor 

111 t.be Cowd •ad.on. 
Paregrapb. 3 of the aid Article If o! the propoaed contract, 

quot 9d. in your let tar ahoTe, 'IOuld provide u .f'ollaaas 

•). !be Comi.aaiGn ab.all reimbu'M the Cont.Nlctor at the rate 
o.t 011.e !imJltNd Senmty-fiff Thousaod Dl,ll.a.n ($115.ooo.oo) per aonua, 
pqal·I. a:,n~ in tq'lal instaJJ119nti,, for the t~ cc.ts and 
,npm .... , 

:•) Onmead camput,eci in acco~ with ~nl.1¥ aeeept«i 
~ tln& princ1plN cond.st.entl;r applleo. and 

• b) m coats and ~, n.,t otherria rei.mbo.raeci, wh:ic..}i 
are act~ ineurrod by t:1e Contract.cl' in good fa.it.A a.r.i.ld.ng oat o! 
or eomu~ with the work lmder tb.iJt COlJ:U'0.Ct. 

• ~T con or e:xpoaae actu&l.l,y in,clu-red and ol.aime<l 'b7' the Contract­
or undar p«Nl(;I'api )(b), &boTIJ, aball tl8 Niaburaod b-/ tho Governrnent. un­
i... the ~ ab.all •etabUah th.at wch cost or e.xpe:nae ~ted 
ba ld.U.t'\il llillCODdnc~ or 'bad !at t.h on t..".o pan ~ aome corporate 
o!fi.cer o.· oUicera o.f -the Contractor or on the part of tM ni.rector, 
A.ai.stazit lli.l'actor or r.:ia:iD8se liilanAgar ol' th• 1-.boratory. Ar.y ti.ispute 
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u to ~ Reh a:i item is rci.mbunablo aball. be detctn:d.ned 
pur8'QN1t to Arti.cle IXIII, Di8p'II't,&a, lllhieh d.atormi.nation ab.all be 
~nd:tng n the C<mtncto.- and the Go~ .. 

•At such intenw a. u;r be mutuall;r ~ upon, bu.t not le38 

ottan than occa ach ,ear, the Coram:i~, 1D con.ulta.tian Yith thtl 
CoDt.nct.or lhall. ffl'fi.R tile amoant. GI the cm,rilead cc.mput.ed under 
~ 3(a), ~ and the aaount o! &n;r ccm or ~• 
caputed UDda?' puagraph )(b), .won. Ar:I;f mn 1n pa,,wuh to th11 
Cont.ract.or, tor the period uoder revies, 8hall be applJ.ed b;r t.he Co.1-
traetor 1n recilJct.iozi o! the cost o! the work W'Jier th.ia contract, or 
1! tbo can, Mion eo c11nct.a, re!\mdad prGll!ptJ.¥ '° ... ..he GoTerDmen·t. 
A:4:1 d.a.!1c1t. 1n p~t8 to toe ~r, !o~ tba period 1ffld.er re­
un, ab.&l.l be pa14 p!'Gq)tl.y ~ t.be eont.raet'l?' ttr the Ciaftr.Daezlt.• 

It u Ulldentood that nagat1.at1ona h&V8 been eufl.ed on tor 

10111!1 ti.a in in •tiort to &rrin, at tems acceptable to both the 

contnctor and th-, Cormd•a1on, the object of the contractor be~ 

to .uk.a certain that it w1ll com out whole on th& eontract and that 

it will be protected ,acah1et lo5a in th8 Gffllt ()f teraina.tion of the 

coat.net. in llho!e., OJ- in part., by the Comiaeiorl. .USO, it is under­

stood that the pu.rp,.>ae or inclu,Ung p,a.raerapb J ot .Lrticlo IV iJ: the 

prupo~d eontnct 1a to ant.l-,oriu the Commission to .m.ake payumta on 

account, aubjact w adJuS't.mnt at later ci&tu on the b&s11 of the 

actual eon upon rsvin t,y the CoF1 PiOD. 

lhilt it appean thJ.t the N.td paragraph 3 1IOUld. cootempl&.te the 

NiabllnaNn~ o.t apcut1t.va Ybich pl"Oper]J' m.gbt be N1mbl:rNd under 

other prorln.om o! paragraph• l and 2 of Articla rr of t.hs con tract 

the said -paragraph 2 &lJlo "IOUld provide for reimbnrsemmt of the ~ 

items o! eon. set !orth therein "withont cwplica.t.ion of 1tem.s reimbursed 

under pan.graph 3 of this Article. 11 Con.3equentl,y, th.lit fact th.at lump-­

amt p&ymenta wmtl.d ho provided for ur..o...;r parag:r..:ph 3 1a =rot objlitction­

abl.8 ~ a ~al st:lncpoint, a::Li.ca ~h pa]l'l_.anta 1Jould be subjnct to 
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~ta at l.&t.er dates on an actual coat baa.a • 

• The oontra.et MUl.c1 expressly p.rov1de .l.il Article V t.ha:t the 

~i.t .ui. cui-rently ?'l!i..mbane the ecnt ractor for e.xpendj_tm-.,■ 

made in accordance with tbe pron.aiona of the contract. upcm 

oerti.t1oaUon to Qnd -.u:Uication bJ" t.m Comrd1aion or the o-r:iginal 

~ pa, rolls tor labor, tho %"eceipt.ocl i.BToiee• £or material.a, ~ 

ISUcl1 other neca•sa:y doc\atmta a.a the Cmmia-.ion 11111v' require. Aleo, 

1335 

1,h,e cant.net woula at.1.pUl.llte 1n parae:z,aph lot Art1..cle VU that. the 

cmtNctor agrees to kNp NCOrda and books of accouct , abm.ng the 

actual con to i t tor &ll labor, aater:1..al.J, equipment, snppliea:, and 

-,rv:ioee. and other expenditure.a o! wh.ateve.r nature for -.hi.eh 

~ or payment 15 authoriied ~ the cont.raot., an.i pan,,. 

graph 2 o! that J.ri.iela 'llallld ~ th.at t.ta C0«!Di3aion anill a:t 

all reuonable times be afforded pl"'Oper ! acillW.t1.3 !or i.mlpec:t.ion or, 

and have acceu to, all 'booc., r ecord&,, car!"e~, insm:ir,t.ion.a, 

plana, cin's.i.llp, rccoipt.a,. vouchers, and other memoranda haTiIJg 

nco.rd nlue, oI the cootractcr 'Vbich rel.ate to the 110rk peri'oned 

undu tlle c:ont.I'ac't and th.at t.ha cont.r.l.ctor ebal.l. p,n-nrve, at GoTI,m.. 

..it e.x;,en•, such I½J8Z11 a.fte1 co:nplati on " r- \Orm.nation o! ths con­

t.ract, !or a J,81"1od o! 5 ,ean,, or 1n lieu o! 8u.eh p:resernt.ion o.£ 

record.a, the C()ntractor mi&1, :tt. fUrJ time, be requirea u.1 tbs Co.-ug~ion 

to deliver them to it. 

In adm1.ni.Bterine a COD.tract of the ch.u.ra.cter Mre .invoJ.-ye~ , it 13, 

of coune, ti :i,attar oi adi::rl.ni.st:-a.r.i..-e <1:.i t-J to can e,-ar-J~ ~or.able 

.-• 
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e.tton t.o U1I\IJ"9 that the iteca of co:,t, reimburN.hl..,.i u:lci.er one 

prov1..noQ 111.ll not alao be reimbu.rs8Cl unc.e.r other proVisioiu o! 

the contract and that then be l'12nrl..ahed th.'e l:eat evidence na:u­

able ahotdng that the &lilOU.Qts for 'Whi.c.'l rei.1:ubo.nar?ont is elaimed 

actu.J.J.;r wre expanci«I by t.b.e contractor and that such e..,::pencii tllrea 

• w01"9 made in connoetion -.i tJ1 the worlt covered tu the contrnct. 

Hence, it i• u.sumd t .11at the .:ilr"'...enrl.nat~ nada b;r the Comission 

a. a J'UUJ.t. QI toe NYi .. of the az:iount 0£ the ove.rhead coq,utai 

un..iff pangraph J{a) and o! the amount of aey- coat• or ~se:s 

ccmput«i. ~ paragreph )(b) or Articl.e lV ot tho contract 1fill be 

made a utter o.! record .and that a~ o! the iteu oak:1ng 

1Zp the aaDmU o.lt.imately Ulowed Wldtr 9UCh p~ Will be 

hrn1abeci thi.a OfJ:ju !01' conaicleration in the audit. of tbe pa;r,lle.'ttl 

Acco1d1n.gJ.y', aod in view of t.hl:3 :iature of the work inTolved• 

ta broad poa1rs granted tzy t.he "Atomic ~ Act of l9L.6," J.l'.X1 

11.Dce t.he pll.!'pOM and intent o! the propoaad contract are to li.::rl.t 

tha a:notmta t.o be :rei.Abu.raed th.3l"91ln<ier t.o t h e aetu.al coat of t he 

contract won, 1li thout pro.fit, thia Of !ice will not be requU'ed to 

object to otherwiN p..""Oper p.ay::ienta .mder the ecntrs.ct. However, 

it i:r to be undentood that t.b..c Co:::nia:sion Y1ll require that the 

contractor•• booka and record.I will b~ icept in au.ch oanner that 

! 
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arr, t1.me, U 9\leh in.spectio:i is deemed nscesaar;r fort.he protection 

or the 1ntereata or the united States. 

• .• 1 ·-: 

Acting Con¢raller Chneral 
o.:! the Cnited States. 




