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them to manufacture any equipment—they must have a contract in phases, How- .
ever, Mr. Hill states that General Electric will negotiate in good faith for equip- v
ment manufacture following completion of the preliminary design. General Elec-
tric insists that the following statement be included in the letter contract for the
~preliminary design : “Based upon ‘preliminary design, if Genersl Electric deter-
mines that the equipment is feasible and can be manufactured, General Klectric
will enter into negotiations for a contract to manufacture the equipment.” ‘Mr. -
* Plerce states that the multiple-phase-type contract p oposed by General Blectrie
s not acceptable. G o B LR
July 21, 1-967;-——Representatives of NAVSHIPS and ‘Blectric Boat meet with
representatives of General Elect'ric,“including Mr. Spears (GE, MSTG & ,G)Sa,n‘fdf
" Mr. Rhode (GE, MSTG & G), and ‘summarize for General Electric the objectives
of the [classified material deleted] SSN and the basis for selection of the [classi-
fied material deleted]. Following the NAVSHIPS-Electric Boat presentation, Mr.

General Electric on this project. Mr. Spears also. reiterates the General Electric:
; ' perform studies of [classified material deleted] and
that they will not agree to a contract which ‘commits them to manufacture
equipment, " ° - < e ’ e e ‘
- July 2y, 1967.—Admiral Rickover, in a memorandum, advises Assistant Secre-

- tary of the Navy Bannerman of the current status of the.‘pro‘eurep},entpof the main

' - propulsion equipment for [classified materia] deleted] SSN. In this memorandum, =

- Admiral Rickover again requests Secretary B:an‘nerman"s,a-svs‘i:s't«an.ce‘ in obtaining a

contract for this equipment. Admiral Rickover points out that General Electrie . .

‘wiould not accept a letter eontract which committed them to manufacture. equip- :
ment ; that General Electric insisted on the right not to broceed with manufacture
~of this equipment unless General Electric concurred ; and that General Electric -

still planned to study [classified material deleted]. o

o July 81, 196’?:—;,,A3ssi.s't‘an~t,Secreta;ry‘_ of the Navy Bannerman meetg with Mr,

Craig (GE vice president). Mr, COraig states ‘that General Hlectric has now with-
' 'dr-awn"any;;_question-s concerning the “wisdom” of [classifieq’ material deleted]

- SSN and that General Electric would ot perform studies of [classified material

~ deleted] as they ‘hfald*prevrif()u‘sly indicated; ‘Mr. Craig agrees to ‘accepta single
contract for both the design and manufacture of this ‘equipment, ‘however, he
insists that it bea “phased” contract to assist GenemfliEIectric in pricing the work.
Further, Mr. Craig states that ‘General Electric must have some Special contract
“ provisiion-'s:whi‘dh require that the details of design, inspec ion, quality control, etc.,
~ be established asa “baseline” for pricing prior to the start of equipment manufac-
“ture. Mr. Craig agrees that the Government could retain the unilatera] right to.
- change this “baseline” but the Government would have to pay for all such changes.

August 1, 1967 —Assistant Secretary of ‘the Niavyk‘Baanne'rma’n‘fmeetfs,v;wi‘th Ad-

miral Rickover, Admira] Galatin (CNM ), Admiral Jones (vice commander,

NavShips), Admiral Fulton (commander, ‘NavSee) and other NavShips repre-
sentatives, Becretary Bannerman summarizes the latest General Electric position:
- asstated by Mr. Craig (GE vice president). Admiral Rickover,gAdma"ral'.Ionev, and.
Admiral Fulton point out that the special bricing arrangement insisted upon by
- General Electric would limit the normal rights of the Govennmentwandamight«be :
“usedas a precedent to force the Navy to change the proven méthod of procuring
€quipment for naval warships, They boint out that Genepa] Electric had pre-
viously requested similar special provisions on other contracty but NavShips had

‘suitable agreement which he could ask Mr. Craig to sign. , A
August 2, 1967 — Assictant Secretary of the Navy Frosch advises Assistant -

- Secretary of the Navy Bannerman by memorandum ‘that he has looked ‘into the =

‘questions raiced bv Geneial Electmie"represenrhati’ves concerning [elassified ma-
_ terial deleted] SSN. In this memorandum Secretary Frosch states that he can <ee
1o spbona fide technical grounds for delaying thig project to conduct additional
studies of [classified aterial deleted] and that he is convinced that [classified
material deleted] SSN should be pursued so that the [classified material deleted]

can be evaluated atvea as foon as possible, : , v T ‘
August 2, 1967 —Assistant Secretary of the Navy Bannerman meets with Ad-
‘miral Rickover, Admiral Jones, and other NavShips representa'tives; NavShips
provides a reviseq agreement for Secretary Bannerman’s yge in further discus-
sions with Mr, Craig (GE vice president). S B St
August 2, 1967.—Assistant Secretary of the Navy Bannerman meets again =




