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is pronibited by law. TEOHLE BOX/ J%

relating to the cancellation of Sun Indemnity Company of New

York rxtra-llazardous Insurance Pollcies upon expiration, on

2 September 1944, and substitution therefor of Beneflt Funds in -

L5

connection with certain contracts between the Government and the

University of Californle, University of Chicago and Columbia

YHY

University, respectively Contracts Nos. W-7405 eng-36, 1/-7405 i;i’t
eng-48 (California), w-7401 eng-37, .-7405 eng~39 (Chicago) end
W=7405 eng-50 (Columbia).

This Record of Negotiations 1s for the purpose of
setting forth the understanding of the undersigned with respect
‘to the reesons for the cancellation of Sun Indemnity Insurance
Policies and the substitution therefor of Benefit Funds inder the
several contracts.

On or about 30 December 1943, Lt. Col. Vanden Bulck
addressed a letter to each of the said Universitiesxadvislng them
of the plan ;6 terminate the Sun IAdemnity Insurance Company a

pollcieas. These letters were written in confirmetion of verbaﬁ

AUOLIS0a3d

statements made to each of the Contractors during November ‘194?5,

at which time it was pointed out:

P2y
21y e

1. The Sun Indemnity policies now in effect

provide duplicate coverage for normal industrial hazards since
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same are also covered by Wiorkmen's Compensation insurance.
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2. The Sun Indernity coverage would in any
event terninate imrediately upon ces3ution of wbrx and would
not, thersfore, provide protection aguinst industrial disseases
which nmight develo: at a later date.

At a conference held in Chicago on l4 Decenber 1943,
attended by Colonel I. D. Nichols, Lt. Col. Vanden Bulck, lajor
Peterson, !'r. Underhili, lr, Campbell and Nf. Harrell, it was

tentatively agreed that:

1. The Sun Inderinity Sﬁécial Hazards Insurance
policies would remain in effect until ternination of the present
certificates of insurance early in Septenmber 1944,

2. Consideration would be given to cancellation
of the pollcies before that time where upon'review by the Con-~
tractor it was found that such individuals were no longer subjected
to special hazards.

3. It would be satisfactory to the several
Contractors to discontinue the Jun Indemnnity coverage in September

1944, provided:

a. lutually satisfactory arendrnents to the
contracts referred tc herein are executed to cover such sjecial

hazards.

b, The Contr:.ctors are glven an opportunity
to review and apprave tie statere..t of the special hazards to be

covered ant¢ to be sat forth in th: "Secret™ letters.
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L. The Jcntractess would undertav: to develop
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whicn right be rsle fron the penefit funds, T established.
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2. The Berefit Funds, 1f establisied, could be
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Cerniptroiler General of the United Ctate:.
Wlashington

B-33301

The Eonorable,

The Sccretury of “ar.
lly dear !.r, Cecretary:

I have a letter of October 13, 1943, from Bripedie¢r GCeneral L. R.
Groves, Corps of Lngineers, requesting advice as tc wlzther this
office would be required to object to otherwise prcper payments nade
under two provisions which are to be incorpcrasted intc a certain cost-
plus-a-fixed fee contract proposed to be entered intc >y your Depart-

ment.

Certain pavrent provisions of the proposed contrac: were considered

in my decision of April 19, 1943, to you. However, it now is stated

in the letter of October 13, that a numher of unforesesn developrients
have delayed the actual signine of the forral contrzc. and have
brought about the necessity ror‘naking two important changes therein.
The two chancres are stated to consist of the inclusior in the contract
of additlonal provisions whereby the contractor is attiorized tc utilize
sums advanced to it by the Governrent for the purposes (1) of
establishing and replenishing a collateral or guarantes fund or funds
to secure the parment of preniurss for such insurance coverage as nay
be recuired or approved by the contracting officer anc (2) of estab-
lishing and replenishing an "Enployees Benefit Fuynd" from which
special payments are to be rade to or on account of ernloyvees who may
be totally and permanently disabled or killed as a result of exposure

to unpredictable hazards that may be encountered in th: course of '

work under the contract.
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tive, the sum of $10,000, but that wh vrient has been

rnade to an employce who has bscone total.ly and perrmsnently disabled,

no further rayrment shall be riade by reascn of the d:zath of such
employece. The payrent is to be :rade only upon the zecuring cf a
release relieving the contractor and the Governument, to the extent of
the payment,; fromn all claims of %he erployee on account of any dis-
ability or death, except cluairs ualer . oriren's

$ coroensation laws or
other occupational disease statutes,

also, it is provided in Article XXXIII that the benefit fund 1s
to he held in cash in & special account in a han¥ wi.igch is a menber
of the Federal Reserve Cysteri or tiwt It ray be invected, in whole or
in part, 1ip Unlted States Government securities vihich securities are
to be kept in a safety deposit bex in the sane bani. The bank is to
report to the contracting officer any Iln-:rease o- Aecrease in the face
amount of any securities which may be purchased wita uny of the benefit
funds and, in additioa, the bank is to furnish periodic reports to the
contracting officer showing the anount of cash on hand in the special
deposit account and the face amount of securities in the safety deposit
box. Any interest carned from the investrent cof the benefit fund,

less expenses incurred in conrection with the investrient, ranageuent

and safekeeping of said fund, 1s to be paid over tc the Government by
the contracuor. 7he benefit 'und is tec be used by whrhe contractor
solely for tﬁe purpose set forth in the contract and any sums renain-
ing in sucih fund at the expiraticn of zen

wen ysars alter the termination

of manufactur;ng operations are to be puid or crzdited to the

Governrnent by the ccntractor.

1151191



It anzears fron the rec,-; Trat, pursuant to ti: outhority vasted

in hir. by tle Flrst War Towers .ct, 1941, the Trecsiczat has aprreved

the erntering into of the nrosiced contr.et ang the licorporation

thereln, i Laemed advicable o7 the Chied cf

ey

Zhplrsory, o provisions

croviding th=1 all work under i :ontract io

-
-~ LN 5

I
W

rrorred 21 the

expense oI *h2 Governriens 222 Tiiat tiae Governn:nt sra.: indenmni ify and

hold the ccairactor hariiless 2galnst any 1€ss, ex;s:13e (including

expense 0 litipaticn) or darnge (includine pursonal injuries ang

deaths of perscns srd damage to rroperty) of any !:ird sng fror any

cause whatsoever arlsing out of or conrectzd with tie vork. The

assunption of such liability ty the Governnent h-o baen undertaxer in

Article XXII of the »roposed ccatrast and, wiith reeosct thereto, you

Ths

<

were adviszad in my declsion cf april 19,

2843, 1, Tor the reasons

stated hercin, this ofrlice wculd rnot be reguired tc soject te othen-

wise proper sayuents to tre ccntractsre in accorduncs Jith said article
to the. extznt Lhet funas ray btz zvullahle thers=for,

It appears 4TOM the provisicns of sarticle YXIIIL of the Pronosed

contrect, outiined above, that tle Lmplovees Berelfitl fand, which is to

.

be establisiied by the coniractor fror funds udvancac 3 the Governnent,

is to he secu aside end used Tor the soLa purpcse of riaking densfit

payments 10 or on azcount of emdlovess who may be votally and perran=-

ently disablad or vho rmay dle as a rssult of hazarss 1irising out of the

perfermance of the contract, Likewiss, while article XTV 4oes not

specifically state th.t the ccllateral or cuarcrntee fond to be ectab-

lisked pursvant thcereto, is tc te used for the surpice Cf raxing pre-

rium payrents 1o insurance carriers as they bacone curer, 1t aprnears

that sueh is the contempiuted srocedure, us section 9 of said article

151798




crovides tnat, upon the

throuchcut the eflective paoricd »f
advance tc iile ceontruactor, without I
necesszary ts 7éplenish n full) the =
vided fcr ty secticn & tharecy. Ilon
be estoblishod would be used solsl.

~ %ime to tire
;overnrent shall
nter:nt, Eucn .3 48 lay te
Tl litera) or cuvorzntee fund pro-
ce, 1t ozupears to. the furds to
Tor trne purncse Sf fulfilling the

NG aer alticlie X

ne contrac?t

to indernnifr and hold &tne contricior harries: agalns. Jumave, including
versconal injurles and =ath of perssns und daragss vo o property, arising
cut of cr c¢onaectec witih tie work.

Circe It 1s reportel 1n tie Letver o CLetoter 12 gupre, that, ir
view of the unusual natice of “he wers o he perforrd under the pro=
toced contr2ct, the sctaglishrent o7 the <ellateral r guarantee

iasurance fdnd and the “mployeas Azn2fit rund wce *h: only neans by
which tre Government may fulflil its oblisations uncr the contract,
2nd since 1t =pdpear:c that, under the piang outllined . n aArticles IV
and XXXI1I ol the contract for the hwndlinre of the 7orls which would
te estallicined,; the intorect of tne Goeverrrant Lherc . rn would be
rdequanoly salerunried und hrovtectzd and Lhat any wrounts renaining
in the Zunds at the explratiosn »f the ten-veur oericd wre to bhe
returned to e United S-mntes, 2 ar: sivizaed Shal ;his office will
rot be re~uired to object to othierwise iroper pavrerts ade under
the éwo ~rovisicens here irvolvsad,

It is tc te vndersto-d trat soch zdverces as or:s ra. red to be

rade from time te tire

r!-

«..J"CU".‘."’“

(151799

of the contract,




[

<

(%]
~ D
ol

o
Fosn
rlo
Y
(@)
D
P
.
ry 0D




