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(See	 Instructions 011 Rererse ) 

TO GENERAL SERVICES ADMINISTRATION, 
NATIONAL ARCHIVES AND RECORDS SERVICE, WASHINGTON, D.C. 20408 

1 FROM (AGENCY OR ESTABLISHMENT) 
In accordance with the prcvrsrons of 44 usc 33030 the dis-
posal request, Including amendments, 15 approved except for 
Items that may be stamped "disposal not approved" or "With-

2 MAJOR SUBDIVISION drawn"	 10 column 10 AEC	 Headquarters and Field Offices 
3 MINOR SUBDIVISION 

4 NAME OF PERSON WITH WHOM TO CONFER	 5 TEL EXT 

~~~=====-	 ~11~9~55~4~3__ ~S-J-73 
6 CERTIFICATE OF AGENCY REPRESENTATIVE	 Dace 

I herpJJy certify that I om authorized to act for thiS agency In matters pertommq to the disposal of the agency 5 records, that the records proposed for disposal In thrs Request of 
~ pagels) are not now needed for the business of thiS agency or will not be needed after the retention periods specified 

Chief,
Office 

Records Management
of the Controller 

Branch 

(Dace) (Srgnarure of Agency Represeruanve) (Title) 
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ITEM NO (WlCh 

B DESCRIPTION 
Inclusive Dares or 

OF ITEM 
Rerennon Periods) 

9 
SAMPLE OR 

JOB NO 
10 

ACTION TAKEN 

1	 Pension Plan Case Files 

Consisting of cost-type contractor pension plans, 
modifications and amendments; correspondence, reports
studies and analyses; negotiations; AEC requirements
for acceptance and/or modifications; funding and cost 
data; industry pension plan comparability studies, etc. 

A.	 Cases for which AEC has continuing obligations 
or liability for pension plan claims or adjust-
ments after contract completion or termination. 

80 years after contract completion
or	 termination. 

B.	 Cases for which AEC has no obligations or 
liability after contract completion or 
termination. 

6 years after contract completion
or termination. 

2	 Casualty Insurance (including Workmen's Compensation)
Plan Case Files 

Case files on casualty insurance coverage plans for 
AEC	 cost-type contractors, including policies, 
endorsements, reports, correspondence, studies,
analyses, actuarial data, and computations. Included 
is	 information showing premium adjustments, coverage,
funding, billing and losses incurred. 
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8 DESCRIPTION OF ITEM 
(WITH INCLUSIVE DATES OR RETENTION PERIODS) 

9 
SAMPLE OR 

JOB NO 

10 
ACTION TAKEN 

2 (continued) 

A. 

B. 

Cases assigned to or administered by AEC 
upon contract completion or termination. 

80 years after contract completion
or termination. 

Cases for which AEC has no obligation
or liability after contract completion
or termination. 

6 years after contract completion
or termination. 
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Chapter 1401 CONTRACTOR INSURANCE PROGRAMS 

1401:01 POLICY 

AEC follows the gener.il policy of the Government 
In not msurmg Its own risks Subject to the 
11I11ItJtlons imposed by tlus chapter and Its 
.ippendrx AEC allows J contiactor to Insure Lll to 
self insure those nsks whu l: actually fJIl on the 
contractor • The services of contractors' insurance 
companies are utrhzed to the maximum extent 
c o nsistent with security requirements 111 the 
invesuganon and pr ocessmg of claims 

1401-02 PROGRAM OBJECTIVES 

The objecnves 01 this pr ogt am Me to assure that 
con t r actors' IIIsura nee and pension programs, 
mcluding self-insurance programs, are negotiated. 
.rdrmmstered. 'und settled III a uniform manner at 
reasonable Lost t o the Government 

1401-03 RESPONSIBILITIES AND AUTHORITIES 

031	 The Controller 

"	 deve 10 p s .i n d rn a mt a m s policies. 
procedures, and standards of insurance 

b	 .i p pr o ve s c o n t r a c t or s' insurance and 
self-insurance programs' 

c	 a p p r o ves contractors' insurance plans, 
III L Iuding new insurance pohcies and 
re ne w.i l p o hcies involvmg substantive 
changes. except for group insurance plans 
.rnd pohcies where the plan or pol icy 
represents In extension of exrsnng group 
msur.mce earned by a contractor for Ius 
p r i v.r t c l'pCI,I(IIlIlS .i n d where the 
con n.u. to: involved I, JIl org.uuzanon 
c ng a g e d p r e d o m m a t e l y III p rr v a t e 
L om pe tit Ive business 

d	 n c g o t r.i t e s settlements with insurance 
• omp.uues under contractors retrospective 
insur.uu e p1.IIlS 

C	 I cviews con t ractors' insu ranee programs 
(t n c l u d i ng se l I-msur.mce) and claims 
a d m nu s t ra t io n t o d e t e r m m e their 
.rdequ.rcy and reasonableness of cost and 
t II advise Mun.ige rs of Field Offices 
Ihereof 

f	 provides adivce and assistance to Managers 
of Field Offices on all contractor 
insurance problems 

g	 approves pension and retirement plans of 
cost-type contractors 
(I)	 where the contractor operates an 

AEC-owned facihty , 
(2)	 where an AEC contract IS being 

performed at a contractor's facihty 
and the contract work involves the 
use of 50 percent or more of the 
total number of the contractor's 

employees at such plant or facility, 
(3)	 where an AEC contract IS being 

performed at a separate plant or 
fucilrty of a contractor with a defnute 
segregation or personnel working on 
the AEC contract 

032 The DIrector. DIVision of Labor Relations, 
concurs .IS to the reasonableness of the benefits 
provided by group insurance plans and pohcies 
approved under 031 band c. above and by 
pension and retirement plans approved under 031 
g , above 

033	 Managers of Field Offices. 

a	 approve contractors' group insurance plans 
and policies where the plan or policy 
represents an extension of existing group 
insur .mce carried by a contractor for Ius 
private operations and where the contractor 
mvo lve d IS an organrzauon engaged 
predominately 111 pnvate compe trnve 
business 

b	 approve renewal pohcies for cost-type 
contractors provided there IS no substantive 
change 111 the renewal policy as compared 
with the previous policy 

C	 review and approve premiums for insurance 
policies of cost-type contractors where there 
are separate insurance pohcies for AEC 
contract work 

d	 a p pr 0 ve 1'1d ehty bonds of cost-type 
con tractors 

Approved November 12, Ig71 
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PART I
 
INSURANCE FOR COST-TYPE CONTRACTS
 
UNDER SEPARATE INSURANCE POLICIES
 

A. App l rc ab i l rt y of thi s part IS l rrn rte d to: 

1.	 Cost-type contracts for managmg, 
ope r at.mg , rn amta rnrng , constructing 
or pe r-foem mg other s er vrc e s InAEC-
owned or -controlled fa c i Lrt re s , 

2.	 Cost-type contracts for pe rfo rm mg 
AEC work of any type m segregated 
contractor-owned fa c i l rtre s suff'i ; 
c re nt Iy separated from pr-ivate oper-
ations of the contractor to make sep-
arate Insurance arrangements for the 
AEC work fe as rbl.e , 

Note: All other cost-type contracts are 
subject to pz-ovi srons of part II. 

B. App_~.ovedInsurance Coverages 

I.	 Insurance on G?vernment Property. 
AEC does not requi r-c or approve 
Insurance coverIng loss of or damage 
to Government property used In con-
nection WIth cost-type contracts. ThIS 
pr rric rple of non-Insurance 15 In ac-
cord WIth the Gove z-nrnentt s general 
pol i c y of not m sur mg ItS property 
and rests to a large degree upon 
s avi ng s to the Government by e l rm i , 
natlng the cost of Insurance that would 
ot he r-wi se be added to the contract 
costs. Or-drna r rly the contractor WIll 
be re l i eve d of l rab rl rty for loss or 
damage to Government property to 
the extent pr ovrde d rn the Government 
property clause of the contract. 

2.	 Group Insurance Plans. Group hfe 
Insurance plans and such other forms 
of Insurance as are pr ov i de d vo lun , 
ta r i ly to employees In order to fur-
rn sh be ne frt s In the event of death. 
di s	 abrl rty, d i s rn ern be r-rn erit , ho sp rta L; 
i zat rori, sur gic a l or rned-c aI care are 
subject to r ev ie w In accordance wrth 
part I.F.2. 

Where employees under the cost-type 
contract are added to the cont r ac to r I s 
already exi ste nt group po l i c i e s , pro-

VISIOn should be made for an annual 
accounting 50 that any expe r ierice 
refund due WIll be c r edrte d to the 
contract. 

3.	 Insurance CoverIng Workmen's Com-
~satIon and Employers' Li ab i l ity . 
Workmen's compensation Insurance 
protects the employer against li ab i l it y 
Imposed by a workmen I s compensation 
law to pay benefIts and furnish m edrc a l 
care to employees Injured and to pay 
be ne frt s to dependents of employees 
fatally Injured m the course of or 
a r i s mg out of the i r employment. ThIS 
type of msurance WIll be r equi r ed by 
the manager of the fi eld off ic e unless 
the contractor has an acceptable pro-
gram of self-Insurance. 

a.	 Elective Laws. Some compensation 
laws pe r m rt an employer to elect 
not to be subject to ItS pr ov i s ron s . 
It IS a r-e qui r emerit of AEC for ItS 
contractors to accept li ab i l rt y for 
workmen 15 compensation be ne f rt s 
In ju r i s drct ion s havmg e Ie ct rve 
laws. 

b.	 Statutory Irnrn umt y , Under the pro-
VISIOns of some state laws c e r't am 
types of employers, e.g. riori pr of rtc 

educatIonal m sf rtut i ons , may be 
relIeved by statute from Iiab i l rty, 
If such an employer has an opt ron 
to wa rve irnrnunrty, AEC r-equrr-e s 
hi rn to do 50. 

c.	 LImIted MedIcal BenefIts. Some 
compensatIon laws lirn rt the lIa-
bi l rt y of the employer for rrie d i ca l 
care to a rna.xrrnurn dollar amount 
or to a s pe c if'i ed pe r iod of t rrn e , 
II' such cases the workmen's com-
pensatIon Insurance pohcy should 
cont am a standard extra-statutory 
rne di c a l coverage endorsement 
(see exh i brt 1). 

d.	 LImIts on OccupatIonal DIsease 
Coverage; Employers' Lrab i l rty , 
Some compensation laws do not 

Approved: December 28, 1962 
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(3) an agreement r-equi r-ed by 
rnunrc rpal or dmance ; 

Controller the 
the contractor, 
contract terms 

reasons given by 
as well as any 

rel ie vmg the con-
(4) a sidetrack agreement; or tractor for 

Insurance, 
losses not covered by 

shall be carefully con-
(5) an elevator or escalator s rde re d , 

rna rnte naric e agreement. 
5. Malprachce Insurance. T'h rs Insurance 

The purchase of Insurance for 
other assumed Irab rl rty may be 
approved where assumphon of such 
habihty by the contractor has been 
author rze d and It IS determmed that 

covers Irabrl ity for malprachce, error 
or mistake In r-e nde r mg of rn edac al , 
auz-g ic al , nursing or hospital services 
or treatment or the omission thereof. 
ComprehensIve general Irab i l rty po l i , 

the purchase 
necessary. 

of such Insurance IS c re s o r-drria r i ly pz-ov 
for the contractor 

rde 
but 

thi s coverage 
do not mclude 

coverage for mdrvrdual doctors, 
e. Contractors' 

Contractors I 

Protechve 
protective 

Lrab i l rty , 
liablhty 

nurses, 
tendants. 

ho sprta l 
Where 

te chni c ran s and at-
such pr ofe s s iona l 

Insurance protects the contractor employees are hi r ed to operate fi r st , 
aga mst loss from any c Ia irn s for 
mju r re s because of operahons per-
formed for hrrn by mdependent 
contractors. ThIS coverage wi II 

a rd stations or a plant hospital mam-
ta me d by the contractor, the i r con-
tracts of lure somehmes pr ovrde that 
thi s Insurance WIll be fur m she d. In 

be requi r ed m Lrrrn.t s of $100,000 such cases or In cases where It IS 
per person and $300,000 
dent whenever any of 

per 
the 

aCCI-
work 

In the Interest of the contractor and 
AEC to pr ovrde th i s Insurance, It can 

under the contract 
by subcontractors. 

IS performed be endorsed on 
general Ii abrl.rty 

the c ornp r ehe ns rve 
pol i cy of the con-

tractor. 
f. Aut om obrl e LlabIl_Ity Insurance. 

Aut orriob rl.e pub l ic Liabi lrty and 
property damage msurance wrl.I 
be r-e qur r ed WIth lumts of$lOO,OOO 

6. ArchItects' 
fes_slonal 
Insurance 

and/or EngIneers' Pro-
LIabIlIty Insurance. ThIS 

covers Liab i l rt y of ar-c hrte ct s 
per person and $300,000 per acc i , 
dent for bod i Iy mJury l i ab rl rty and 
$50,000 for property damage Ira , 
b rl rt'y, ThIS coverage wi Il be wr-itten 

and/or eng me e r s from c larrn s a r i s irig 
out of the performance of pr ofe s s rorial 
services and caused by any error, 
orn i s s i on or act of the Insured. Nor-

on the c orrrpr-ehe ns rve pol icy form 
c ove r mg all owned, non-owned, 
hired and Government -furmshed 
motor ve hrc Ie s used In the con-
tract operahons where use WIllnot 
be Irrn rte d exc Ius ive ly to the pr ern ; 
i se s on whrc h the work under such 

mally thr s coverage IS not an ap-
proved fo r rn of Insurance SInce pro-
f'e s s i orial r e s p o n s i b i Li t y IS a 
p r-er-equa s it e of the selechon of the 
contractor. Any devi at ion from thIS 
pol ic y shall have the pr io r approval 
of the Controller. 

contracts IS performed. 
7. BOller Insurance. The BOller Code of 

g. LImIts of Coverage. The bodily 
mjury l rrn rt s of $100,000 per person 
and $300.000 per ac c rderit , the 
$50.000 lImit for general prop-
erty damage and $50,000 for auto 
property damage, r-equrr-ed In 

paragraphs a., b,; and c. above 
are the rnrmrnum limits to be ap-
proved. There may be requests by 
contractors for h i ghe r- Irrn rt s , Be-
fore the manager of t.he held offrc e 

the Arne r ic an SOCIety of Mechamcal 
Engmeers IS the standard baSIC m , 
spe ct ron requirement for boilers and 
pr e s su r e vessels operated by con-
tractors. Inspechon s e r-vrc e , as re-
qui r ed In the Boiler Code, can be 
obt am ed from StateBoi le r Inspectors, 
by contract WIth qua Irfi ed mdependent 
borl e r Inspectors, or by the purchase 
of boa le r msurance. Only when other 
means are not ava i la ble or are more 

recommends such a request to the costly. should borl.ez- Insurance be 

3 Approved: December 28. 1962 
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pr ernrurns for these coverages exceed 
$10,000 it is econo:mical in :most situa-
tions to use a retrospective plan. 
Usually a contract having an annual 
payroll of $600,000 or :more will pro-
duce the required annual pre:miu:m. 

There is one exception, not too fre-
quently encountered, to the use of a 
retrospective plan. A contractor, be-
cause of excellent past experience 
rn its overall operations, :may be en-
joying a substantial pre:miu:m reduc-
tron, If this sa:me reduction can be 
applied to the contractor's AEC work, 
the cost of insurance :may be so eco-
norru ca I that a retrospective plan is 
not practical. In such cases, however, 
separate policies should be required 
for the contractor's AEC work with 
the pr ern rum s based on its overall 
experience. 

a.	 Plans With Maxi:mu:m Pre:miu:m. 
O'rdrna r iIy retrospective plans 
have a :maxi:mu:m pr ern rum , If this 
:maxi:mu:m pr ern ium 1S exceeded 
because of adverse loss experi-
ence, the rns ur anc e co:mpany is 
fmancral.Iy responsible for the ex-
cess. Typical of these plans are 
the current National Defense ProJ-
ects Rating Plan and the Co:mpre-
hensive War Projects Rating Plan 
used during World War II. AEC has 
:made use of both of these plans. 
These :maxi:mu:m pre:miu:m plans 
are used for construction contracts 
and for those operation and re-
search contracts where msur anc e 
co:mpanies can be convinced that 
the hazards encountered are no 
greater than those that they maur e 
for co:m:mercial fir:ms. Where this 
retrospective plan 1S used the ter:m 
of the pol.Icre s shall be for the life 
of the contract, except that either 
the contractor or the insurance 
co:mpany will have the r rght to 
ter:minate the pol rcaes at any ti:me 
by giving reasonable notrc e, 

b.	 Plans Without Maxi:mu:m Pre:miu:m. 
A retrospective plan without maxi -
:mu:m pre:miu:m constitutes a cost-
type insurance arrange:ment. Ithas 
been necessary for AEC to use this 
plan because insurance co:mpanies 

5 
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are not wi ll.Ing to write policies 
on any other basis for certain 
contracts. In order to autho r rz e 
this type of plan for AEC, the 
Basic Manual for Work:men's Corn « 

pensahon and E:mployers' Liability 
Insurance issued by the National 
Council on Co:mpensation Insur-
ance, the Manufacturers' and Con-
tractors' Liability Manual and the 
Auto:mobile Casualty Manual both 
rs sue d by the National Bureau of 
Cas u a 1t Y Underwriters were 
a:mended to provide as follows: 

"All work perfor:med for or 
under the direction of the Ato:mic 
Energy Corn rrris s ron , either con-
struchon or operation, shall be 
subject to spe caa.l treat:ment on 
an individual r i sk basis. Each 
risk involving such work should 
be sub:mitted by the carrier to 
the Board or Bureau having 
jur i s drctton for approval of the 
basis agreed upon by the car-
r i er , the contractor and the 
Ato:mic Energy Cornrni s s ion ," 

This plan is used for those oper-
ation and research contracts in-
volving hazards that insurance 
cornparue s consider too new ex-
perience-wise to unde r wr-rte , or 
those so highly cl.as s iffed that 
sufficient infor:mation for r rak 
evaluation cannot be given insur-
ance co:mpanies. 

At the present ti:me, the largeAEC 
operation contracts are covered 
under this type of plan. Thrs :means 
that AEC is in effect the insurer 
for these contracts, but because 
of their size and scope there is a 
very substantial distribution of 
risk. Insurance costs for tha s group 
of contracts have been the lowest 
of all. These two facts :make It 
reasonable to use this retrospec-
tive plan whenever warranted. 
Where this retrospective plan is 
used the ter:m of the policies shall 
be for the hfe of the contract, 
except that either the contractor 
or the maur anc e co:mpany will ha ve 
the right to ter:minate the policies 
at any ti:me by giving reasonable 
notice. 

Approved: Dece:mber 28, 1962 
Reprinted: May 3, 1972 
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Offi ce s IS sent to the Con- a. A prOVISIon exc Iudirig any c Iarm on 
troller for fi Ie , the part of the Insurance company 

to be subrogated on payment of loss 
F. Issuance of Insurance PolIcIes or othe rwi se to any cIarm ag amat 

the Umted States. (ThIS WIll be re-
1. Workmen's CompensatIon and Com-

prehensIve General LIabIlIty Insur-
qu i r ed only when It does not In-
crease the p r errnurn.] 

ance. Workmen's cornperrs at ion (In-
cludrng oc cupatron al di se ase and 
employers' laabi lrty] and comprehen-
s rve general Ii aba Irty (mcludmg prod-
ucts, contractual, protectIve and 
autornobi le) polrc ie s or bmders may 
be Issued p r io r to approval by the 

b. A provision providmg that in the 
event of cancellation by the insur-
ance company. 30 days advance 
notice shall be given to the con-
tractor. the field office. and the 
U.S. Atomic Energy Commission. 

Controller where the manager of the Office of the Controller. Contract 
fre Id offrc e concerned has determmed Finance Branch. Washington, D.C., 
that the coverage p r ovrde d IS con- 20545. 
s i ste nt WIth the terms of the contract 
and AEC Insurance r-equi r ernent s and 
that the po Irc y pr em rurn s are r errn-. 
bursable under the contract. 

c. A provision limiting the msurance 
company's right of inspection of 
the contractor's records and 
premises as may be necessary to 

2. Group Insurance. (LIfe, acc iderit and 
health, bo sprtal.iz atron, me d 1cal, 

comply with AEC's security re-
quirements. 

sur grc al , etc.). Ce rt arn group Insur-
ance plans r equi r e the approval of 2. Ret ro spe ctrve automobile po lrc re s of 
the Controller and the concurrence AEC contractors to be con s i ste nt WIth 
of the DIrector, DIvISIon of Labor Pub lic Law 87 -258 (chapter 0304) must 
Relations, in accordance with chapter be endorsed as follows: 
1401-031 and -033. 

"It IS agreed that such Insurance as 
3. FIdelIty Bonds. See part VI. IS afforded by the po lrc y WIth re-

spect to the owne r shrp, rn arnt erranc e 
4. PenSIon Plans. See part VIII. or use of autornobi le s , mc lud mg 

lo adrng or unloadmg thereof, does 
G. SubmIssIon of PolICIes and Endorse- not apply to the followmg as m , 

ments to the Controller sureds: The Umted States of 

Po lac re s and endorsements subrrntt ed 
to the Controller for approval shall 

Arne r ica , any of ItS age nc i e s , or 
any of its officers or employees." 

be ac cornp am.ed by copre s of relevant 
correspondence and by a memorandum 3. Contractors' retrospective Hab il.rty 
from the manager of the fre Id offrc e pol.Icre s WIth no maximum pr ernaurn 
whrc h shall mclude: must be endorsed as follows: 

a. a br i ef de sc r ipt ion of the contract 
ope r atrons : 

b. a statement of any spec i al features 

"The Company may make such In-
vestigation. nego tratron, and settle-
ment of any cLarrn or SUIt as It 

of the contract or of the ope r atrons deems expe drent ; provrde d that WIth 
havirig a bearmg on the insurance respect to any settlement or pay-
po l icy; and ment whi ch the Company beheves 

c. recommendatIons WIth respect to 
approval of the po lrc y, 

should be made m an amount In 
excess of $10,000 on account of any 
c Iarm the Company shall subrrnt Its 

H. PolIcy PrOVISIons 
recommendatIon to the contractor 
and the AEC and shall not make any 

1. Insurance po h cie s subrnrtt ed for ap- such settlement or payment WIthout 
proval shall contam the followmg by approval by the contractor and the 
app rop r i ate endorsement: AEC." 

7 Approved: May 3. 1972 
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EXHmIT 1 

Suggested Wordmg. 

ADDITIONAL MEDICAL COVERAGE ENDORSEMENT 

It IS agreed that: 

1.	 In addrt ion to any payments whic h are required under Coverage A of the pol ic y 
by the pz-ovi arons of the appl ic abl e workmen's compensation or occupational 
di sea se law, the company wrll also pay the reasonable and proper cost of any addi , 
tronal rne di cal , sur-grc al , nurse or hosprtal ser-vrc es , rne drc al or sueg ic al apparatus 
or app lranc e s and rnedrc rne s which m the opmron of the company may be reason-
ably necessary for the treatment of mjuz-re s sustamed by any person who IS 

entitled, on account of such mjuz-i es , to the beneflts afforded under Coverage A 
or who IS entitled to such beriefrt s under other terms of the pohcy, and 

2.	 the company's Ii abrl rty under thzs endorsement shall be Irm rted to $ (1) on 
account of each person for whom benef'rt s are payable under Paragraph 1 of thrs 
endorsement. 

l11us hrrut may be SIO,OOOor $100.000. 

9 Approved: December 28, 1962 
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EXHIBIT 2 

Suggested Wordmg. 

VOLUNTARY COMPENSATION ENDORSEMENT 

It IS agreed that: 

In the event of di s abrl ity or death of any employee of thi s employer, resultIng from 
any oc cupat ional di sease , the company WIll pay vol unte r i Iy, on behalf of thr s employer, 
the same compensatIon and the same rne drc al , sur gic al , ho sprt al and other statutory 
berief rt s to or for such di aabl ed employee or to any person cIa im mg by, through and 
under h i rn In the event of death resultIng from such oc cupat rona l di seaae , as would 
be payable under the Workmen's CompensatIon Law of the State of had 
the di s abrl.rty or death of such employee resulted from any mjury compensable under 
such law, subject to the f'oll.owrng pr ovr s i orrs : 

1.	 T'hi s endorsement appl ie s only WIth respect to: 

(a) such	 employees as sustam di sabrl rty or death from an occupat iona l d i sea se 
due to the nature of an employment rn whrc h the hazards of such dasea se 
actually exi st , are char acte r-i st ic of, and pecuhar to the trade, occupatron, 
process, or employment covered by the pol ic y pr ovrde d that the di sab rl rty or 
death IS actually mcuz r ed m such employment; 

(b) such	 employees whose last exposure, In the employment of thrs employer, to 
the condat i ons caus mg such occupatIonal di s ea se occurs du r mg the poh cy per rod 
and whose rnc ap ac it y resultlng from such d i s ea se occurs not later than l years 
after the end of the pol icy pe r iod; 

(c) such	 occupat iorial d i se.ase WIth respect to WhIChthe workmen's compensatlon
 
bene frt s are not recoverable under the workmen' s cornpe ns atron or occupa ,
 
t i orial d i seas e law of any state of the Urut ed States or of any provmce of
 
Canada.
 

2.	 In cons ide r at ion of these payments and as a coridrt rori precedent thereto the em-
ployee or any persons c Ia irrung by, through or under hrrn shall execute a full 
release at all cIa i m s for damages agamst th i s Employer In the manner r-equ i r ed 
by the Company and shall In addrt iori execute an a s s i grrrnent to the Company of 
any r i ght of action ava i Lab le to any of them agams t any person, fi r m , cor-por at i on 
or estat e , other than thi s Employer, whi ch IS or may be l i ab Ie for such dIS-
ab i lrty or death. If death of the employee shall result after a per i od of di s abi lrty, 
death be i ng due to such occupat iorial disease, and anyone cla i rrurig by, through or 
under the employee shall accept any payment pr-ovrd ed for In thi s endorsement whi ch 
accrues after such death, WIth notice or knowledge of sard release and assignment, 
the acceptance of such payrnent sha Il operate to stop the person so acceptIng from 
asserting that such release or a s s ignrrient IS not bind ing upon hrrn , 

3.	 If the Company proceeds upon such as s rgnrn ent and recovers and collects an 
amount from the party at fa ul.t In excess of the amount of the payments made 
hereunder, the Company shall f'i r st take the necessary expenses of the procedure 
and shall pay any r-erna rm ng balance of such excess so obta ine d to the person or 
persons executing the a s s i gnrrrent , The Company shall have power and d i sc r-eti ori to 
proceed against the party at fault or to settle wrth s ard party upon such ter-ms as 
may seem de s i r ab le to the company, e rt he r- WIthout l rt rg at i on or dur mg the pendency
thereof. 

lSome companies will agree to a period of JO years. llthers may not be Willing [0 agree to this long a period. 

1 1 Approved: December 28, 1962 
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EXHIBIT 3 

ASSIGNMENT TO GOVERNMENT AND ASSUMPTION 
Date _ 

The undersigned Contractor under Contract No. does hereby a ss i gn, trans-
fer and set over to the Government, as of the effective date hereof, all of Its right, title, 
and Interest In and to all return pz-ernrurn s , premium refunds, divrderid s , and any other 
moneys due or to become due the Contractor In connection With Pofrc re s No(s) _ 
_______ Issued by the , as apphcable to Contract No(s) __ 

• It 1S agreed that such return pr ern rurns , premium re-
funds, dividends, and other moneys shall be pa rd by the Insurance Carrier drr ect ly to the 
Government. 

The Government does hereby assume all of the obhgahons of the Contractor, mc Iudmg 
the obhgahon to pay directly to the Insurance Car r ie r any further or additional pr ern rurn 

properly charged under any of the above rn sur anc e polic re s heretofore approved by the 
Contracting Officer, which further or add rtaoria l pr ern rurn has not been pard by the Con-
tractor, to the extent to which such pz-ernrurn would have been r-eirnbu r sabl.e to the Con-
tractor 1£ payment therefor had been made by the Contractor. 

IN WITNESS WHEREOF, The Contractor and the Government have executed thi s 
Instrument effective the day of _ , __ . 

THE UNITED STATES OF AMERICA 

By 
(Type in Name) 

Duly Authorized Representahve 
of the Contractmg Offrc ez 

CONTRACTOR: 
(Type m Name) 

By 
(Type m Name) 

Attorney-m-Fact 

13 Approved: December 28, 1962 
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PART Ii 
INSURANCE FOR COST-TYPE CONTRACTS 

UNDER JOiNT INSURA~CE POLICIES 

A. Apphcab1hty of th1S part 1S hm1ted to: 

Cost-type contracts for pe r-foz-mirig 
AEC work of any type m contractor-owned 
fa c rl it re s where pr rvat e operatlons of the 
contractor are not s uffrc rent ly separated 
from AEC work to make separate msur-
ance arrangements fea s rbl e , 

B. Approved Insurance L.ovf!rages 

W1th respect to AEC contracts per-
formed m contractor fac rl rtre s as de sc r ibed 
i n A. above, rt should be recogmzed that 

AEC w111 be sharmg m the contractor's 
own m su r anc e arrangements and w111be 
r-eirnbu r s mg an appropnate share of the 
cost thereof. It i s not the mt ent ion of 
AEC to diet ate the kmds and amounts 
of msurance whrc h the contractor shall 
have m h1S own pr-ivate operatlons; rather 
rt should be recogmzed that AEC i s m , 
duectly appz-ovmg for r e irn buz-sern ent under 
the contract the kmds and amounts of rn , 
surance whrc h the contractor normally 
ca r r ie s , subject to exc Ius ion of any costs 
wh ich are unallowable under AEC cost 
pr mc rpl e s (AECPR 9-15--CostPrinc1ples). 

15 Approved: December 28, 1962 
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PART III
 
INSURANCE FOR FIXED PRICE CONTRACTS
 

A.	 Insurance on Government Property. 
There are two types of fixed-pnce 
contracts. each different in respect 
to the extent of responsibility placed 
on the contractor for damage to Gov-
ernment-furnished property. 

1.	 Advertised Fixed-Price Contracts. 
Generally this type of contract makes 
the contractor responsible for damage 
to Government-furnished property 
other than for reasonable wear and 
tear. The dec iaion to insure this lia-
bility should be left to the contractor. 

2.	 Negotiated Fixed-Price Contracts. 

a.	 Except for the pr ovi s iorrs of para-
graph d. below. this type of con-
tract generally relieves the con-
tractor of liability for loss or 
destruction of or damage to Gov-
ernment-furnished property 

(i) caused	 by any peril while the 
property is in transit off the 
contractor's pr erma es , or (ii) 
caused by any of the following 
perils while the property is on 
or being removed from the con-
tractor's or a subcontractor's 
or other premises unless the 
loss or damage results from 
WIlful mrs conduct or lack of 
good faith of any of the con-
tractor's managerial person-
nel: 

Fire. lightning. windstorm. 
cyclone. typhoon. tornado. 
hail; explosion. riot. riot at-
tending a strike. crvi l com-
motion. vandalism and mali-
CIOUS mischief; sabotage; 
aircraft or objects falhng 
therefrom; vehicles running 
on	 land or tracks. excluding 
vehicles owned or operated 
by the contractor or any agent 
or	 employee of the contrac-
tor; smoke. sprinkler 
leakage. earthquake or vol-
canic eruption; flood. mean-
ing thereby rising of rivers 

or	 streams; enemy attack or 
any action taken by the mili-
tary. naval. or a i r force of 
the Umted States or Its allies 
in resisting enemy attack. 

b.	 The contractor represents that it 
is not including in the price of the 
contract any charge or reserve 
for insurance (including self-
insurance) covering damage to the 
Government-furnished property 
caused by the perils for which he 
is relieved by contract terms. 

c.	 It is pos sabl.e that Government 
property furnished to a fixed-
price contractor maybecome com-
mingled with contractor property 
to such an extent that property 
insurance carried by the contrac-
tor would apply to property of both 
the contractor and the Government 
in case of loss or damage. In such 
cases the Government should be 
proportionately compensated for 
loss or damage to its property. 

d.	 When special nuclear material is 
made available under terms of a 
fixed-price contract. the contrac-
tor normally shall be made finan-
cially responsible for all losses of 
such ma te r ral , AEC recognizes 
that the contractor's cost of in-
surance for protection against such 
losses will be allowable within the 
fixed price. 

B.	 Insurance Covering Workmen's Com-
pensation and Employers' Liability and 
Comprehensive General Liability (In-
cluding Automobile). 

The requirements under applicable state 
laws governing workmen's compensation 
and employers' hability coverage and 
the general prachce of Inaur ing general 
Ii aba.Hty and automobile liability are 
usually auffac ienf to compel a contractor 
to	 provide insurance for such risks. 
Therefore. no insurance requirement is 
necessary unless unique circumstances 
make it advisable to include such a 
requirement in the contract. 

17	 Approved: July 18. 1963 
GPO	 862· 596 
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PART IV 

INSURANCE CLAIMS PROCEDURES 

A.	 Objectives of Claims Procedures 

1.	 Malntenance of Securlty. Security In-
formation must not be cornpz-orrused 
in the processing of workmen's com-
pensation and occupational dree as e 
cIairn s of AEC contractors and sub-
contractors; however, suffrc ient un-, 
clas sifred information must be de-
veloped to allow a Just dete emmatron 
of each claim on it s merits. Managers 
of F're Id Offrc es wrl.l arrange for the 
screenlng of reports of mjury m order 
to per-rrut the rderitafrcatron and dele-
tion of cIas s rfre d information and for 
the designation of ce.rtam cl arm s to be 
mvestIgated by Q_clearedpersonnel of 
AEC, the contractor or the insurance 
company. 

2.	 Protection of the Fmanclal mterests 
of AEC. Where cost-type contractors' 
cIarrn s costs are z-errnbuz-s ed either 
through a program of self-insurance 
or retrospective insurance plans, 
AEC's financial interest must be pro-
tected. 

B.	 AdmmistratIon of Insurance ClaIms 
by Managers of Field Offices 

Managers of Field Offrc es admrm ste r 
contractors' insurance clarm s In ac-
cordance wrth the followmg: 

a.	 AEC Securlty Requrz-ernerrts , Ade-
quate controls must be establIshed 
to assure that cla ssifre d Informa-
tion is not da scIos ed to unauthor-
lzed persons in the adrnirnst r at ion 
of contractors' workmen's com-
pensation and occupational di seaae 
claims. On some contracts, par-
ticularly operations contracts in-
volving classIfied work, a con-
sidez-abl.e number of claims may 
lnvolve cla s sifred information. On 
these contracts It lS recommended 
that the following procedures be 
applied: 

(1)	 All clarrn s reports will be re-
viewed. before they are sent to 

19 

msuz-aric e companies or any 
other outs ide agency, for dele-
tion of classIfied mfor-matron, 
bearing in rrnnd that these re-
ports and reports of the msur-
ance company's lnvestigators 
wrl.I ultimately reach central 
depoartor-re s under control of 
personnel not cleared to re-
ce ive r-est r icted data. Care 
must be taken to assure that 
cla s sifred information lS not 
compromised by piecemeal re-
leases. Upon the r ec erpt of the 
in.rtra l report of each case, a 
prompt det er-rrunat ion must be 
made whether security ze st r ic ; 
trons wrl.I prevent a complete 
mve atrgat ion by the msurance 
company or other out side 
agency. U se cuz-rty lS not In-
volved, all copre s of the mitial 
report will be stamped "Inves-
tigation Unl.irnrte d;!' In all other 
cases the report IS to be 
stamped "Investigation 
LImited." 

(2) Where	 the investigation of a 
cla rrn is "Lirru te d;" the extent 
to whrc h the insurance com-
pany's investigator can par-
tac ipate must be detez-mmed, 
keeping m mind the general 
policy of the AEC to use insur-
ance companies' services to the 
utmost compatible with security 
requirements. Such portions of 
the mve stagatton as the msur-
ance company's investigator 
cannot make must be completed 
thoroughly, promptly. and m 
accordance with a c c e pt e d 
claims practice by the con-
tractor or by AEC personnel. 
The manager of the fre ld office 
will coordinate the act ivrtfe s of 
the contractor and the msurance 
company in bringmg the claim 
to rt s proper conclusion. 

(3) When it	 is not possible for the 
Insurance company to decide 

Approved: December 28. 1962 
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benefits in effect when disabil-
rty was discovered. Even though 
an applicable statute may pro-
vide for an alternative lump-
sum payment, consistent with 
AEC purpose lump-sum settle-
ments shall not be offered or 
entertained WIthout prior ap-
proval of the Office of the 
Controller. 

d.	 Insurance Representative. The 
manager of the fIeld office may 
find it advisable to designate an 
insurance representative at each 
installation to advise him in carry-
rng out the above functions. 

C.	 Functions of the Headquarters Contract 
Finance Branch 

The	 Contract Finance Branch Office 
of the Controller, administers claims 
in accordance with the following: 

a.	 Representatives of the Contract 
Finance Branch will vis it Field 
Offices: 

(1) on planned	 schedules to inspect 
claims services of insurance 
companies, to determine the ef-
ficiency of contractors I admin-
istration of then insurance 
programs, and to review case 
files. The purpose of these arr-
spections is to advise the man-
ager of the field office on the 
adequacy of the programs and 
reasonableness of costs. 

(2) at	 the request of Managers of 
Field Offices to render tech-
nical assistance. 

AEC Appendix 1401 

b.	 Representatives of the Contract Fi-
nance Branch will pe r lo drcal.l.y re-
view individual claim frl.e s in of-
fices of the contractor where a 
self-Insurance program exists. 
The purpose of this review will be 
to advise the manager of the fi el.d 
office on the adequacy of the pro-
gram and the reasonableness of 
costs. 

c.	 Representatives of the Contract 
Finance Branch will r evrew all 
interim settlements (u sua 11 y 
annual) submitted under retro-
spective plans, at the home offac e 
of the insurance company. Here 
they will r evi ew claim files to 
determme that all loss payments 
and charges made by the insurance 
company are covered by the terms 
of its insurance policies and are 
in accord with standard claims 
practices. They will determine 
also that all subrogation recovenes 
have been properly credited. This 
will be done annually on a regular 
schedule if practical. 

d.	 Representatives of the Contract 
Finance Branch will negotiate all 
final settlements with insurance 
companies where insurance poli-
cies are on a retrospective basis. 

e.	 Where unusual circumstances or 
claims resultmg from hazards pe-
culiar to AEC contractors give 
rise to problems affecting several 
field offices, representatives of 
the Contract Finance Branch will 
assist the field office, the con-
tractor, and the insurance com-
pany in proper disposition of the 
claim. 

21	 Approved: May 3, 1972 
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PART V 

REVIEW AND APPROVAL OF CONTRACTORS' 
INSURANCE PREMIUMS 

A, Re vi e w Procedures some pOlICH'S the aut orn ob i le pre-
rn i urn s are calculated on. a d iff'e r ent 

I, Managers of FIeld Of frc e s : baSIS, The pr-ern rurn s of some rarely 
approved Ii abrl ity coverages are also 

a,	 r evi ew and approve p r erru um pay- on a d rffe r erit baSIS, In any event each 
ments for Insurance po l ic t e s of pol i cy should clearly state the ba s i s 
cost-type contractors, of pr-ern i urn for each kind of coverage 

mc lude d, 
b, determme rn the case of group m-

surance pol ic re s : 2. Insurance Payroll Defmed. In deter-
rrum rig payroll on WhICh contractors' 

(I)	 that the c ont r actor has made m s ur anc e pr errn urn s are computed, 
proper	 payroll de duc t ron s : gross payrolls are not used unless 

the terms of the pol ic ie s so state. 
(2)	 that such de duct ion s , as well Normally overtIme pr erru urn and drs , 

as the contractor's c ont r ib u- rn i s s a I wages are excluded, but s i ck 
hons, have been made In con- leave pay, va c at ion pay and sh ift 
formance WIth the terms of the drffe r-erit i a l s are mcluded. In most 
po li c i e s ; states wages In excess of an average 

of	 $300 per week are excluded. To be 
(3)	 that c r edrt fOJ all d i vad end s . c e rt a m of the rnc Iu s i on or exc lu s i on 

return pr ern rurn s , or return of these varIOUS payroll Increments, 
c ont r i but ion s has been rc- the pol icy terms must be r-e vt e wed, 
cerv ed , and 

3.	 Procedure Where AEC Contract IS 
(4) that	 the contn.ctor IS r eim , Covered by Separate Po l ic ie s , 

bursed for the proper propor-
t i on of net pr erru um s where a. Where s ecur ity pe r m rt s , the con-
AEC contract work and other tractor's payroll and other records 
work of the contractor are of the un it s on whi ch pr em rurn s 
covered by a jo mt gr oup pol ic y, are based wa l l be exammed by the 

i nsur ance company's a ud it or at 
c ,	 assure that recommended or SImI- such mt e r val s as are p r ov rded In 

Ia r procedures de s c r ib ed under the pol i c i e s , He wi ll prepare work 
s e ct i ori B of th i s part are ca r r-i ed sheets showmg the ba s i s for p r em , 
out by contractors, i urn c ornputat ion, 

2.	 PensIOn Plan Payment~. See part b. Where, because of securlty or for 
VIII,	 - other reasons, the Insurance com-

pany's a udrt or does not exarru rie 
B. Wor~en's CompensatIon and Em- the contractor's records, the con-

El.o'ye_rs'-. ~l~~~ll.!~~ ~.on:E..,rehens-lve tractor shall be r equ i r ed to pre-
General LIablhty (Includmg Automo- pare and certify a monthly state-
blle) Insurance ment of payroll or ot he r rating data 

to	 be used for pr ern i urn computa-
I,	 Basls of P'r ern i urn s . PremIums for tion. Th i s statement wi ll be sent to 

workmen IS compensat Ion and em- the i ns u r anc e company.
ployers' l i a b i l rty and comp r ehe ns ive 
general l i ab i l rty (mc ludi ng aut orn ob i le] c. Contractors shall be r equ i r-ed to 
are, WIth few exc ept ron s , computed Instruct the i r rnsur anc e corn parn e s 
at a rate a pp l i ed to each $100 of pay- or the i r insurance agents, brokers 
roll expended by the contractor. In or adv i sor-s to mall one copy of any 

23 Approved: December 28, 1962 
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PART VI
 
FIDELITY BONDS
 

A. FIxed-PrIce Contracts 

The purchase of frde lrty bonds IS dIS-
cretIonary wrth the contractor. The :manager 
of the held off'rc e WIll not requi r e nor WIll 
hIS approval be necessary for frde l rty bonds 
under such contracts. 

B. Cost-Type Contracts 

1.	 General. As a general rule frd eLitry 
bonds should not be approved byMan-
agers of FIeld Off'ic e s even though 
under the ter:ms of a pa rt ic ula r con-
tract losses nor:mally covered by 
such bonds rnrght fall on the Govern-
:ment. 

a.	 To the extent that the ter:ms of a 
contract provide that losses usually 
covered by £idehty bonds are re-
rmbuz-s ab le , any such loss WIll be 
borne by the Govern:ment. In such 
a case, bonds should not be ap-
proved. 

b.	 To the extent that the contract 
does not pr-ovide for r-eirnbur s e ; 
:ment of such losses they should 
be borne by the contractor, and 
the cost of Insurance agam st such 
losses should not be assu:med by 
the Govern:ment. 

c.	 If a pa rt icul.a r contract IS not 
clear whether the Govern:ment or 
the contractor would bear such 
losses, the contract should be 
a:mended to mdrc ate where such 
losses fall. 

2.	 Exc ept ion s , If a:mend:ment of the con-
tract IS not fe a s rbl.e , or If other 
spe cral c i r cum st anc e s :make It de-
s i r abl e to assure the contractor of 
protectIon ag airrst losses usually 
covered by frde l rty bonds, such bonds 
:must be approved by the :manager of 
the fre Id offi ce concerned. When an 
exc ept i on IS :made, the standards and 
procedures contarne d In paragraphs 
3, 4, and 5, below WIll apply. 

25 

3.	 DIscounts. Spe c ra l pr ern rurn dISCOuntS 
are ava i lab le for AEC cost-type con-
tractors and subcontractors where 
hdehty bonds (erthe r blanket, indi , 
VIdual, or schedule) are wr rtten to 
pr ovrde coverage on the contractors I 

or subcontractors I AEC operatIons 
only. The followmg rates and dIS-
counts, when appl.ie d, constItute the 
rna xrrn urn pr ern rum which WIll be ap-
proved. 

a.	 IndIVIdual and Schedule Bonds. The 
pr-erru um for any mdrviduaI or 
schedule bond IS deter:mmed by 
applYIng to the aggregate a:mount 
of such coverage the appr-opr-iate 
rate fro:m the followmg schedule. 

The rates are pubhshed by the 
Surety As s oc iat ion of Arne r ic a In 
Rate Manual of F'rde lrty, Forgery 
and Surety Bonds. 

Aggregate A:mount Annual Rate 
of Coverage per $1,000 

Up to but not mc lud , 
mg $50,000 $5.00 

$50,000 to but not m , 
cludmg $100,000 4.00 

$100,000 to but not m-
cludmg $250,000 3.00 

$250,000 to but not in , 
cludmg $500,000 2.75 

$500,000 and over 2.50 

b.	 Co:m:merclal Blanket or Blanket 
PosItIon Bonds. A spe c i aI dIS-
count of 30% WIll be appl.red to the 
ba s ic rate for Class A e:mployees. 
(See Rate Manual of F'rde Irty, 
Forgery, and Surety Bonds pub-
hshed by the Surety As soc iat ion 
of Arne r-i ca ,') The ba s ic rate wrth , 
out di scount WIll contmue to apply 
to Class B e:mployees. All pre:m-
rum s m excess of $150 WIll be 
subject to expe r ieric e ratmg. 

4.	 For:m. In general, blanket bonds WIll 
~PrI:mary Cornrne r-cia l Blanket 

Approved: Dece:mber 28, 1962 
Reprmted: May 3, 1972 
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EXHIBIT 4
 

AEC COST-TYPE CONTRACT RIDER 

The followmg IS a pr rrrte d fo r-rn WhIChhas been approved by the Surety As s oc i at ion of 
Arn e r ic a , 

RIDER 

To be attached to and fo r rn part of Bond No. _ 
In favor of 
effective as of 

In c cns ide r at ron of the preITlIUITlcharged for the attached bond, It IS agreed that: 

1. The attached bond IS hereby arn ende d as follows: 

(a) by deletmg Se ct ron 3 and by subshtutmg m heu thereof the followmg: 

"Sechon 3. The word Empl.oyee or EITlployees, as used m thi s bond shall 
be de em ed to rneari, respechvely, one or rn or e of the natural persons 
(except d i r ecto r s or trustees of the Insured, 1£ a corporahon, who are not 
also offac e r s or employees thereof In some other capac rty) wh i le m the 
regular er e of the Insured In the r-y course of the Insured's bUSI-s	 vrc o r-drria 

ness durmg the term of t hi s bond, and whom the Insured compensates by 
salary, wages, and/or comrru ss ron s and has the r rgbt to govern and di r ect 
In the performance of such s er-vice , and who, whrl e so engaged, render 
s e rvrc e at the SIte :>f or m cormect ron WIth the work under the contract of 
the Insured wrth the Umted States of Am e r-rc a to= _ 

at	 __ 

but not to rn ean brokers, factors, corn m i s s i on merchants, coris i gne e s , con-
tractors, subcontractors, or other agents or r ep r-esent at rve s of the same 
general character." 

(b) by deleting	 the pe r iod at the end of the last sentence of 12/13, **by msertmg 
a comma In place thereof and by addi ng the followmg 

"p r-ovrded , however, that 1£ trn s bond be canceled by not ic e from, or at the 
Instance of, the Insured upon or after completion of the work under the sa i d 
contract of the Insured with the Unrte d States of America, as provided In 
Sechon 3 hereof, the Underwriter shall, on request, refund to the Insured 
the unearned pr erruurn computed pro rata. No change In or cancellahon of 
thr s bond as an enhrety, whether by riot ic e give n by the Insured or by the 
Uride r-wr-rt e r-, shall take effect pr i or to the exp i r at ron of ten (10) days after 
riot ic e by r-egi st e r ed mall, of such change or the canc el Iat i on of thr s bond 
as an entirety has been received by the Officer whose de s i grrat i on and address 
IS as follows:***unlf'sS an earher date of such change or cancellation IS ap-
proved by said Officer. II 
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EXHIBIT 5 

AEC COST-TYPE SUBCONTRACT RIDER 

The fo l Iowrng i s a prmted form wh i c h has been approved by the Surety As s oc i at rori of 
Arn e r i c a. 

RIDER 

/
To be attached to and form part of Bond No. 
In favor of 
e f'fec t i ve as of 

In c on s rde r at i on of the pr ern i urn charged for the attached bond, It IS agreed that: 

1.	 The attached bond i s hereby amended as follows: 

(a) by deletmg Section 3 and by substItutmg i n Iieu thereof the followmg: 

"Se ct i on 3. The word Employee or Employees, as used m thrs bond shall 
be deemed to mean, respectIvely, one or more of the natural persons 
(except di r-ecto r s or trustees of the Insured, If a corporatIon, who are not 
also off ic e r s or employees thereof rn some other c apa c rty) wh i l e m the 
regular s e r vrc e of the Insured In the or d iria r-y course of the Insured's 
bus mess dur mg the term of thi s bond, and whom the Insured compensates 
by salary, wages, and/or c omrru s s rons and has the r rght to govern and 
di r e ct In the performance of such s e r vrc e , and who, whi Ie so engaged, 
render s e r-vic e at the s rte of or In connectIon WIth the work under the 
contract of the Insured wrth (name of pr-i rn e contractor) to* _ 

at _ 

but not to mean brokers, factors, c ornrn i s s i on merchants, c ons rgne e s , 
contractors, subcontractors, or other agents or representatIves of the 
same general character." 

(b) by deletmg	 the pe r i od at the end of the last sentence of 12/13,** by msertmg 
a comma rn place thereof and by add mg the followmg: 

"pr-ovrde d, however, that If thi s bond be canceled by n ot i c e from, or at the 
m st aric e of, the Insured upon or after c orn pl et i ori of the work under the 
s a id contract of the Insured s pe c if ie d In Se c t rori 3 hereof, the Unde z-wr rte r 
shall, on request, refund to the Insured the unearned pr e rn i urn computed 
pro rata. No change In or ca nc e Il at ron of thi s bond as an entIrety, whether 
by not ic e g i ve n by the Insured or by the Unde r wr rte r-, shall take effect 
pr-i oz- to the exp i r at ron of ten (10) days after riot ic e by r-eg i st e r-ed mall, 
of such change or the c anc e l.Iat ion of thrs bond as an ent i r et y has been re-
c e rve d by the Offvc e r whose de s i gna t i on and address IS as follows:*** 

unless an earlIer date of such change or c anc e Il at ron IS approved by sa id 
Offrc e r-;" 
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PART VII 
NUCLEAR INSURANCE 

At the tune the At orrn c Energy Act of 
1954, as amended, author rae d the AEC to 
l ic ense pr i vat e operations In the at orn ic 
energy fre Id , the Insurance cornp arn es were 
caEed upon to fur-m.sh coverage In the 
nuclear fi eLd, Because of the riece s s rt'y 
of l i rnrt s of coverage beyond those ever 
before r-equi r ed or sought, the Insurance 
comparn e s formed nuclear m su r ance pools 
to pr ovrde the greatest po s s rbl e l rmrt s , 
At the same time, In order to prevent 
pyr arrn drrig Li ab i l rt'y for nuclear coverage, 
i nd i vrdua l Insurance corriparn e s found It 
necessary to exclude the nuclear hazard 
f rom conventional po lrc re s ISsued to the i r 
customers. 

B.	 Nuclear LIablllty Pools 

There are two nuclear Lra bi l.rty Insurance 
pools, one formed by stock m sur-arice com-
parn es and the other by mutual cornp anre s , 
The flrst of these IS the Nuclear Energy 
Lra.b i l rty Insurance ASSOCIatIOn (NELIA) 
whrc h IS capable of supplymg $46.5 rru Il i on 
of l rab i l rty Insurance for each nuclear 
f ac i l rty , The Mutual At orru c Energy LIa-
brl rty Unde r wr rte r-s (MAELU) can supply 
$13.5 rn i ll ron l rab i lity coverage for each 
nuclear fac i l rty; Together, the total capac ity 
of these pools IS $60 rru Il i on for each fa-
c i lrt y, 

C.	 Nuclea 1" Property Pools 

In order to pr ovrde Insurance for nuclear 
fac i l rt i e s cove r mg property at the s ite , 
stock Insurance cornp arn es formed the Nu-
clear Energy Property Insurance As s oc i a , 
t i ori (NEPIA) and the mutual compames 
formed the Mutual At orruc Energy Rem , 
surance Pool (MAERP). The combmed ca-
pacrty of these two pools IS $61.7 rru Il ron, 

D.	 A pproval of Nuclear Lrab i Lrt y In sur anc e 

L	 At the present time, twelve AEC 
operating contractors have nuclear 
coverage for thIrd-party Li ab rl rty 
under retrospective plans wh i ch were 

negotiated pr i oz- to the esta bl i shment 
of NELIA and MAELU. It IS not pro-
posed to make any change rn the exi st , 
Ing Insurance coverage for these 
twelve contractors. These pol ic i es 
pz-ovi de coverage only for Irab i l ity of 
the contractors to th i r-d pa rt ie s , AEC 
e s tab l i she d a pol ic y under wh i ch pro-
curement of NELIAjMAELU coverage 
agamst nuclear thud-party Li ab i l rty 
would be aut ho r i zed for all other AEC 
contractors 0 per at 1n g AEC-owned 
production or ut i l i zat i on fac rl rt i e s and 
weapons fa c i l rt i e s , pr cv rded these 
po l i c re s can be cbta me d under a 
retrospective plan at a reasonable 
cost. These po lrc i e s would cover all 
persons who rri i ght be l i ab Ie for a 
nuclear iric rde nt a r i s rrig out of or In 
connection WIth the contract ac t rvrt y, 
Ne got i at i on s WIth NELIA and MAELU 
WIll be conducted at Headquarters. 

2.	 For cost-type contractors performmg 
AEC work of any type m contractor-
ov-ried fac i l rtre s where pr ivate ope r , 
at ron s of the contractor are not suff i ; 
c rent Iy separated from AEC work to 
make separate Insurance arrange-
ments fea s ib le , where nuclear lIa-
b i l rty Insurance coverage IS part of the 
contractor's regular coverage, the 
AEC WIll r e irnbuz-s e the contractor 
for ItS proportionate share of such 
coverage In accordance WIth AEC 
cost pr mc rpIe s , 

E.	 Industry C'redrt Ratmg Plan_ -Nuclear 
LIabIlIty Coverage 

Nuclear energy l i ab i.l rty Insurance IS sub-
je ct to an Industry Credit Ratmg Plan whrc h 
IS es sentral ly a ten-year retrospective plan 
based on the expe r renc e of all holders of 
nuclear Li ab i Irt y Insurance pol ic re s , Where 
nuclear l i ab i l rty Insurance IS approved for 
AEC contractors as a r-errnb ur sab le cost, 
It IS mandatory that the contract be so 
wr rtte n as to enable the AEC to recoup ItS 
proportionate share of any pr ernaurn re-
funds. ThIS can be done byuse of an as s rgn , 
ment at contract te r-mmat ion granting to 
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PART VIII
 
PENSION AND RETIREMENT PLANS
 

A.	 Def rnrt ron s ,(for purposes of thi s ap-
pendix): 

1.	 PenSlOn and Rehrement Plans. The 
terms "peris ron plans" and "rehre-
ment plans" are used Interchange-
ably and mean permanent programs 
e sta bl i shed and m arnta med by con-
tractors to pr ovad e systemahcally 
for the payment of defirut ely deter-
rn rna bl e beriefat s to therr employees 
over a pe r i od of years, usually for 
Life , after retIrement. 

2.	 Proflt-Sharmg PenslOn Plans .. The 
term "pr-of'rt- sha r ing pen s ion plans" 
means plans p r o v i d i n g for the 
amounts of the employer's contr rbu-
trons to be det er rnan ed or measured 
by the employer's pr ofrts or earn-
rng s , The future ben efrt s cannot be 
ac tua r ra Il.y dete r mmed SInce It IS not 
po s s ib le to fuz-msh any assurance 
that suffac i ent funds wiIl be avarlabl e 
at any trm e to meet any particular 
schedule of beneflts. Such a plan 
may conshtute the sole pen s ion ar-
rangement of a contractor or It 
m rght be supe r impo s ed upon or be 
an add rtron to a moderate ac tua r rall.y 
sound peri s ron plan pr ovrdrng only for 
perrs ron b eriefat s wrthrn cost Iirrut s 
that the contractor IS wi ll mg or able 
to meet as a recurnng faxed obl ig a-
hone 

3.	 Past ServIce Costs. The term "past 
s er vrc e costs" IS the amount at any 
tarn e a ctua r ral.ly determmed whrch 
would be r equrr ed at such tarn e to 
meet all the future beriefat s pr ovid ed 
under the plan WhICh would not be 
met by future normal costs and em-
ployee cont r ibutrons wrth respect to 
the employees covered under the 
plan at such t rrn e , The term inc lud es 
IIsupplementary costs" defined be-
low, costs att r ibutabl e to service 
pr ro r to the date of the establ.rsh-
ment of a plan or a maJor amend-
ment thereto and add rtaona l costs In 

pa r trcu la r years r esu.ltrng from a 
change m the fundmg method. 

4.	 Supplementary Costs. The t e r m 
"supplementary costs" covers a 
va r i ety of spe cra l beriefrts m add r-
t i on to the pr mc ipa l or regular bene-
frt cr ed it s , An example IS the credit 
for s er vrc e from the date an em-
ployee commences wor krng for an 
employer and the date he becomes 
el.rg ib l e for pa r trc ipataon m the plan. 
The costs of such cr ed it s may be 
dete r m iried only as the condrtroris 
are fulfal.l ed and the cr edat matures 
for md ividua I employees. 

5.	 Ves trrig , The term "ve stang" means 
the attainment by a pa r trc ipant m a 
plan of cer ta m r rghts m the funds 
ar i s rng out of the employer's con-
tz-rbutroris made m hIS behalf. The 
nghts or dma r rly are granted only 
after cer ta m r equ i r ern ent s of the 
plan are met such as the cornpl etron 
of a spec if'red number of years of 
s er vrc e and/or atta mrn ent of a par-
trcu la r age. 

6.	 Replacement Contractor. A replace-
ment contractor IS a cost-type con-
tractor who enters Into a contract 
WIth the AEC for the purpose of 
performmg all or part of the man-
agement and ope r atron of an AEC-
owned fac i lrty or func tron pr evrous ly 
managed and operated by an AEC 
cost-type contractor. 

B.	 Types of PenslOn and RetIrement Plans. 
Ba s ic aLly, peris ron and retIrement plans 
are cla s s ifi ed as erthe r trusteed plans 
or annuity plans although there may be 
a com b i n a t Ion of both. Under the 
trusteed type, the cont r rbutroris are 
pard mto a separate fund estab l.ish ed by 
a trust Indenture and d i r ect payments 
are made to the beraefrc ra r re s , Under the 
annurty type, the plan benef'rts are rrr-
sured wrth an Insurance company whrch 
Issues erthe r group or indrvidua l con-
tracts. A form of group annurty contract 
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the minimum arrangements whi ch 
the AEC will consider satisfactory: 

a.	 A provision for separate account-
ing or separate fundmg for the 
AEC facility for costs mcurred 
under the contract. 

b.	 A provision that, in determimng 
AEC costs, AEC will be credited 
with 1tS proportionate share of 
the earnings of the Corporate 
Pension Fund, including unreal-
i zed appreciation in the value of 
Fund's investments. 

c.	 A provision for the return to the 
AEC of any excess funding and 
other credlts (mcluding forfeit-
ures). particular attention must 
be given to protecting the AEC's 
interest where the contractor's 
contributions (which are reim-
bursed by the AEC) are made on 
behalf of the employees who 
transfer to the contractor's com-
mercial operations and whose 
employment is subsequently ter-
minated before vested rights in 
the plan are acquired. 

, 

d. A provision that, m the event of 
contractor replacement, the con-
tractor will assist the AEC in 
preserving employees oppor-
tumties to attain vested raghts 
through continuity of service with 
the replacement contractor at 
the AEC facility. For example, 
in a contributory plan, all em-
ployees who have not met the 
vesting requirements of the con-
tractor's plan at time of employ-
ment by the replacement con-
tractor will be encouraged to 
make the accumulations of their 
own contributions available to be 
combined with AEC funds for the 
purchase of annuities consistent 
with the pr-ovrs ions of the pen-
sion and retirement plan for the 
periods of their participation 
therein. 

e.	 A provision that, m the event of 
contractor replacement, the re-
tiring contractor will not volun-
tarily grant early retirement to 
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employees employed by the re-
placement contractor. 

4.	 Reporting Requirements. An annual 
accounhng and an annual actuarial 
valuatron are r equi r ed for AEC re-
view and information and should be 
submitted wrthrn 6 months after the 
end of the plan year. 

a.	 The accountmg reports should 
include at least the followmg 
items: 

( 1)	 the amount of the fund at the 
beginning of the year; 

(2) employee	 cont r ibutroris (if ap-
plicable); 

(3) employer contributions; 
(4) income (earnings, etc.); 
(5) pension	 and other benefit dis-

bursements; 
(6) expenses	 incurred during the 

year; 
(7) fund	 balance at the end of the 

year; 
(8) total	 number of contract em-

ployees; and 
(9) total	 number of pension plan 

participants. 

b.	 The a ctuaz-ral valuations should 
include at least the followmg 
items: 

(1)	 a description of any adjus t-
ments for actuarial gains and 
losses, including unrealized 
appreciation and depreciation 
in the val u e of invest-
ment. 

(2) a	 summary of the most recent 
actua r raI valuation of the plan, 
mcluding the actuarial as-
sumptrons , the value of the 
vested benefits, the cost 
methods employed, and a sum-
mary of the plan; and 

(3) suggested	 contribution for the 
ensuing year. 

5.	 Total and Partial Pension P I a n 
Terminahon. The Im me drate vesting 
of accrued benefits generally will be 
required rf upon contract terminahon 
the pension plan is terminated and 
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all	 rights to any contributions 
made in his behalf by the prior 
contractor and any credit for 
his service wrth the prior 
contractor towards pa r trc ipa-, 
tion and vesting under the re-
placement contractor's plan. 

7.	 Insured Plans. When an operating 
contractor proposes to purchase an 
insured pension plan to cover his 
employees on AEC work, he should 
solicit proposals from a sufficient 
number of insurers to establish 
adequate competition taking into con-
srde r at ion expected cost, guarantees, 
and other pertinent factors. 

8.	 Exceptions. Exceptions to the above 
require approval of the Controller. 
It is recognized that there may be a 
small group of employees for whom 
separate retirement or pension ar-
rangements are equitable because of 
either- past or future service with 
the contractor in its private opera-
troris , Such arrangements are per-
missible and should not be treated 
as exceptions. 

D.	 AEC Approval of PenSlOn and Rehre-
ment Plans 

1.	 Purpose. The purpose of r equi r mg 
AEC approval 1S to determme that 
AEC's Emaric ra l rnt er est s in the plan 
are conhnuously protected, that 1S, 
that the method to be used for fund-
rng the plan, the ac tua r ra l as sump-
taon s and method to be used to com-
pute the Irabrl.rtres of the plan, and 
the est rm at ed costs are reasonable 
by AEC standards. 

2.	 Respons1b1hty for Approval. In the 
fol.Iowrng cases, pens ron p l a n s, 
amendments to the p I a n s, and 
changes m methods of fundmg must 
be su brnrtt ed to the Offrc e of the 
Controller for approval: 

a.	 Where the contractor operates 
an AEC-owned fa crl rty , 

b.	 Where an AEC contract 1S being 
performed at a contractor's plant 
or fa crlaty and the contract work 
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irivol ve s the full-hme use of not 
less than 50 percent of the total 
number of the contractor's em-
ployees at such plant or fac rl rty , 

c.	 Where an AEC contract 1S bemg 
performed at a separate plant or 
fac i lrty of a contractor wrth a 
defmat e segregahon of personnel 
wor krng on the AEC contract. 

In all other cases, the plans, amend-
ments and changes m methods of 
fundmg may be approved by the 
Managers of F'i eld Off'rc es on the 
ba s i s of the cr rte r ia set forth m 
thi s part VIII. All peris i on and re-
hrement plans r equrr mg Headquar-
ters approval, together wrth all sup-
portmg data, shall be forwarded to 
the Off'rc e of the Controller. The 
Offac e of the Controller shall re-
vi ew the plans and shall obtam the 
concurrence of Di vi s i on of Labor 
Relahons and of the Offrc e of Gen-
eral Counsel. On cornpl et ron of such 
r ev i ew; the Off'rc e of the Controller 
shall autho r rz e appropnate act ron on 
the plans to the fi eld offi ce man-
ager. 

3.	 ReqUlrements for Approval 

a.	 Where a contractor 1S subject to 
Federal income taxes, the plan 
shall have r ec erved the approval 
of the Internal Revenue Ser vrc e 
or, 1£ the plan 1Sbemg consid er ed 
for IRS approval, the act ion of 
the AEC wi II be condatroried upon 
r ec ervrng such approval. 

b.	 Where a contractor 1S not subje ct 
to Federal rnc orne taxes and the 
approval of the Internal Revenue 
Ser vrc e 1S not obtained, the AEC 
wrl.l mclude the followmg criteria 
m det er-rrnmrig the ac ceptabrlaty 
of a plan: 

(1)	 There must be a formal wr rt-
ten document cornrnum cated 
to the employees as a perma-
nent peris ron program pr ovid-, 
mg for payments to be made 
mto a trust or a group an-
nurty contract. 
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s i st ent wrth the prmciples stated 
he r ern, the contractual terms pre-
vail. See AECPR 9-15.5003 for ap-
proval of devrataons m contract 
terms.} 

2.	 F'und mg , Before the cont r rbutaorrs 
r equi r ed to be made under a plan 
may be c onsid er ed for al.lowaba lrty 
as part of the cost of an AEC con-
tract, they must have been depos it ed 
rn the peris ion trust, pa id to the rrr-
surer, or paid to the pen.si oner , 

3.	 Reasonableness. Or drna r i ly, if the 
employer's contr-ibutions under a 
pen s ion plan for normal costs and 
past s er vrc e costs are de te r mmed 
by an md epend ent actuary, and are 
acceptable by the Internal Revenue 
Se r vrc e, they may be considered as 
reasonable. However, normal costs, 
together wi th all other cornpens ataon 
paid to the employee shall be reason-
able rn amount. Compensahon is 
coria id er ed reasonable to the extent 
that the total amount pa id or ac-
crued 1S commensurate wrth com-
pensahon paid under the contractor's 
estabhshed pohcy and conforms 
generally to compensahon paid by 
other f'rr rns of the same srz e, rn the 
same mdu str y, or rn the same geo-
gr aphrc area, for s irm lar services. 
(See AECPR 9-l5.5010-14.) The 
above cnteria 1S also apphcable to 
the profit-sharmg perrs i on plans. 

4.	 Past S e r v 1c e and Supplementary 
Costs 

a.	 Past ser vrc e costs that have been 
actually funded by the contractor 
may be allowed for contract cost 
r errnbu r sernent purposes to the 
extent allowable by the Internal 
Revenue Serv1ce for Federal in-
come tax purposes, 1.e., not m 

excess of 10 percent of the past 
ser vrc e cost annually. In the case 
of operahng contracts, the 10 
percent rule wil.l be apphcable 
only 1£ found to be reasonable 
under the c i r curn staric es m the 
pa r trcula r case. Past s er vrc e 
costs are often spread over a 
pe r i od represented by the d1ffer-
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ence between normal age of re-
hrement and average age of the 
pa r trc ipant , Such	 costs at the 
b eg mnrng of such contracts nor-
mally wrl l be only those wrth 
respect to transferees to the 
AEC project from the contrac-
tor's other opera trons and wi Il 
be	 cons id er ed in the negotratron 
of	 the spec1al pens10n arrange-
ments, thereafter,	 the costs rn-
curred by reason of plan changes 
m b en efat s or methods of fund mg , 
etc., wrl.l be c ons id er ed an the 
Controller's rev 1e W of such 
changes. 

b.	 In some cases, a contractor may 
defer the fundrng of past s er vrc e 
and supplementary costs of a 
plan but shll meet the r equrr e-
ments of the Internal Revenue 
Ser vice as to the reasonableness 
of each year's contribuhon by 
paymg interest on the unfunded 
amount. Such rnt er est 1S con-
s rd er ed as part of the pe ns ron 
cost rather than as a fmaric mg 
charge and, therefore, may be 
accepted to the extent that for 
anyone year the amount paid does 
not exceed the amount that would 
have been allowed if the past 
s er vrc e or supplementary cost 
had been funded. The same rule 
1S apphcable rn the case where 
mt er es t and part of the annual 
past s er vrc e cost 1S pa id , 

F.	 Cred1ts 

1.	 Accounhng For. Credits a.r i s e m 
var10US ways and at 1S e s s ent ial that 
proper accounhng be made for all 
c r edrt s a r i smg from payments re-
rrnbur s ed by AEC. C'r edrt for the 
normal turnover of the par tac ipant s 
under a plan ordma r i Iy 1S rnc Iuded 
as a discount factor m the actu-
arial computahons of the annual 
c ont r rbutron s . Adjustment need be 
made only for fo rf ertu r ea whac h dr-
rectly or md i r ectl.y in u r e to the 
benefit of the contractor, fo rf ertu r es 
Wh1Ch mure to the beneht of other 
employees with no r educt ion m the 
contractor's costs w rII not normally 
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