
EMBASSY OF JAPAN 
WASHINGTON 

May 2, 1979 

E - 23 

The Embassy of Japan presents it;; s. ..-..'.. : 

to the Department of State and , with reference to the 

discussions held between the representatives of the 

two Governments concerning Japanese participation in 
. 

Phase Zero of the multiphase project of the United 

States Department of Energy (hereinafter referred to 

as "DOE") for the production of liquid solvent refined 

coal products (hereinafter referred to as "the SRC-II 

Project") the details of which are set forth in 

Annex A attached hereto, has the honor to inform the 

latter as follows: 

1. The Government of Japan requests the Government of 

the United States of America to allow not more than 

two representatives of the Ministry of International 

Trade and Industry of Japan (hereinafter referred to 

as 'MITI") to participate as members in the Steering 

Committee established under the Memorandum of Understanding 

between DDE and the Federal Ministry for Research and 

Technology of the Federal Republic of Germany on Cooperation 

in Coal Liquefaction which entered into force on October 25, 

1978. 

2. MITI understands that: 

(a) the aforesaid Steering Committee will guide and 

. . 
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direct the Project Management Team which it will 

designate; 

(b) the Project Management Team will be composed of 

four persons; 

(c) the Project Management Team will monitor the ongoing 

activities of the Prime Contractor to the SRC-II 

Project (hereinafter referred to as "the Prime Contractor") 

and apprise the Steering Committee, by means of 

monthly written reports, on the activities of the 

SRC-II Project and of any problems or issues 

needing the attention of the Steering Committee; 

(d) such monthly reports will not be further 

disseminated without a program and patent review 

and will be appropriately marked to protect any 

confidential information of the Prime Contractor in 

accordance with the terms and conditions of the SRC-II 

Project Prime Contract or any superseding contract 

(hereinafter referred to as "the Prime Contract"). 

3. The Government of Japan requests the Government of 

the United States of America to allow the participation 

of a mutually agreed upon number of personnel selected 

and assigned by MITI, at no cost to DOE or the Prime 

Contractor, in Phase Zero of the SRC-II Project for the 

purpose of directly contributing work to the SRC-II 

Project and obtaining first-hand information and experience 

from Phase Zero of the SRC-II Project. Each such assign- 

ment will be pursuant to an assignment agreement. Such 

participation will not affect the responsibilities of the 

Prime Contractor. 
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The Government of Japan also requests the 

Government of the United States of America to permit 

such personnel to make written reports to MITI, with 

a copy being provided to DOE, for the sole purpose of 

evaluating the SRC-II Project. 

The Government of Japan is prepared to make 

arrangements with the Government of the United States 

of America for the purpose of ensuring that such reports 

will be limited to use for evaluation purposes only within 

MIT1 or its contractors until a patent review by DOE 

is conducted. 

a. The Government of Japan wishes for MITI to receive 

for any and all uses copies of the various technical 

and management reports which are generated by the Prime 

Contractor and delivered to DOE under the Prime Contractor. 

The reports will have appropriate restrictions as to 

further dissemination until necessary program and patent 

reviews by DOE and the Prime Contractor have been completed. 

5. The Government of Japan is prepared to make 

arrangements with the Government of the United States 

of America for MITI to receive and protect all confidential 

information of the Prime Contractor in accordance with 

the terms and conditions of the Prime ContractorY 

6. The Government of Japan understands: I 

(a) that DOE will undertake the complete financing 
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of Phase Zero of the SRC-II Project in 

accordance with the Prime Contractor, 

(b) that primary control of Phase Zero of 

the SRC-II Project will be exercised by DOE 

in accordance with the Prime Contract, and 

(c) that activities of each Government in 

Phase Zero of the SRC-II Project will be in 

accordance with the laws, regulations and license 

requirements of each country. 

7. The Government of Japan takes note of the Guiding 

Principles for Phases I, II, and III of the SRC-II Project 

as set-forth in Annex B. 

8. The Government of Japan requests that the Government 

of the United States of America will agree that this 

cooperation will continue throughout the period of 

Phase Zero of the SRC-II Project. 

9. The Government of Japan understands that this 

cooperation will be undertaken consistent with the 

Agreement on Cooperation in Research and Development 

in Energy and Related Fields between the two Governments 

signed on May 2, 1979. 



Annex A 

1. Description or the Project 

(1) The SRC-II Project is a multiphase 

project for the design, construction and operation 

of a 6,000 ton/day demonstration plant for the 

production of liquid solvent refined coal 

products, using the SRC-II Process proven 

successful as a pilot plant in the United States 

- Government owned "Tacoma Pilot Plant"; \ 

(2) The SRC-II Project will be executed in 

four phases: 

PHASE ZERO: 

Preliminary demonstration plant design 

and cost estimates, long lead procurement planning, 

market analysis, program management, plan and cost 

estimate for Project Phases I, II and III, cost 

sharing plan and environmental analysis. 

PHASE I: 

Detail/Final design 

PRASE II: 

Procurement and construction 

PHASE III: 

Operation and evaluation of the plant 

2. SRC-II Prime Contract 

(1) The SRC-II Project will be executed in accordance 

with the contract (hereinafter referred to as *the Prime 

Contract") entered into by DOE with the Pittsburgh and Midway 

Coal Mining Co. (hereinafter referred to as the "Prime 

Contractor"). 
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(2) Under me terms OL the Prime Contract, 

the Prime Contractor is required to submit to 

DOE during Phase Zero a cost-sharing plan 

subject to acceptance by DOE which will be 

the basis for subsequent phases of work, 

including a plan for private industry participation 

in the SRC-II Project. 

(3) The patents outside of the United States of 

America, based on inventions made in the course 

of the SRC-II Project have been accorded to Gulf 

Oil Corporation in accordance with the terms of 

DOE Contract ET-78-C-01-3055 and prior 

contracts between the U.S. Government and the 

Gulf Oil Corporation. 



Annex B 

Guiding Principles for Phases I, II and III 

of the SRC-II Project: 

A. Primary control for the SRC-II Project shall 

be exercised by DOE in accordance with its Prime 

Contract or any superseding contract. There shall 

be established in an agreement a Steering Committee 

composed of representatives designated by the 

Japanese side and DOE through which the participation 

and management of the SRC-II Project shall be 

undertaken. 

(1) Prior to the commencement of Phase I, 

the Steering Committee shall adopt by unanimity 

the "Reference Baseline Project Control Document" 

which shall set forth the technical basis, total 

estimated costs and overall schedule of the SRC-II 

Project for Phases I, II and III. 

(2) After adoption of the "Reference Baseline 

Project Control Document" the Steering Committee shall 

adopt any significant changes in the aforementioned 

document relating to technical, financial and schedule 

considerations. Such changes shall be adopted by 

unanimity. 

(Definition of the term 'significant" shall 

be set forth in the above-mentioned agreement.) 

(3) The Steering Committee shall review the 

progress of the work undertaken whenever either party 

to the Steering Committee so desires. Either party 

. . 
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to the Steering Committee may make, at any 

time, recommendations regarding technical options 

for the SRC-II Project which would result in a 

change to the above referenced document. 
-. rjer:t.7r;:!. t. 

B. The Project Management Team and Ad Hoc Groups 

may be established in the above-mentioned agreement 

along the lines of Article 2, Paragraphs 3 and 4 

of the Memorandum of Understanding between DOE 

and the Federal Ministry for Research and 

Technology of the Federal Republic of Germany 

on Cooperation in Coal Liquefaction which entered 

into force on October 25, 1978. 

C. The day-to-day activities of the SRC-II 

Project shall be carried out by a DOE Prime Contractor 

(which may include a joint venture or other 

cooperative arrangements of U.S. and Japanese firms) 

designated by DOE and responsible for the SRC-II 

Project. 

D. The Japanese side shall have the right to assign, 

with respect to its financial contribution to the 

SRC-II Project, staff to the SRC-II Project subject 

to the terms of employment. 

E. Solicitations for the provision of major , I 
components shall be issued by the Prime Contractor 

to suppliers in the countries of all the parties, 

and responses to solicitations by firms of non- 

United States parties shall be judged on an equal 

. . 
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basis with United States firms in accordance 

with the normal subcontracting procedures for 

DOE-funded projects. 

3. F. An option rsrty .,... -: ..;g+ Hare of the product 

from the operxtion of the SRC-II Project shall be 

made available to the Japanese side. Conditions 

of the transfer of the Project shall be negotiated 

.- between DOE and the Japanese side. The percentage 

share of the product during that period shall not 

exceed the percentage of the financial contribution 

made by the Japanese side to the SFLC-II Project. 

G. The above-mentioned agreement will be 

subject to appropriate authorization in accordance 

with the laws of the respective countries and to the 

availability of appropriated funds. 
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i%e _ :. ,: T.3. ‘3’ ‘. . . h ,*? ._ .,.,,,?$nowledg& 'I 1' the rece pt o .' 1 ' : I I 
the Note Verbalc No. p-23 dated May 2, 1979, from the 

Embassy of Japan concerning the SRC-If Projkt, certain 'I 
details of which ate set forth in Annei A to the Embassy's 

/ 

-- 
note. The Department further informs the Embassy as 

follows, 

1. The Government of tbc United States of America, 

after consultation with the Govetnment of the Federal 

Republic of Germany, is prepared to allow not mote than 

two representatives of the Rinistry of.International 

Trade and'Induetty of Japan (heceinaftet refetted’to as 
s 

.WHITIa) to participate arr members in the Steering 

Committee established under the Memorandum of Understanding 

ba:ween the DeparMent of,Enetgy of tbe United States of 

J America (heteinaftct referred to as %OE') and the Federal 

Ministty for Research and Technology of the Fedetal 

Republic of Germany on Cooperation in Coal Liquefaction 

which entered into force on October 25, 1978. 

2. DOE confirm that: 

(a) the' aforesaid Steering Committee will guide 
. '. 

and direct the Project Management Team which 
i 

it vi11 designate; 
" 

--(b) the%&& Hanagement Tean will be composed 

of four petsons~ 

(c) the Project Management Team wilfmonitor 

the ongoing activities of the Prime 

Contractor of the SRC-II Project 
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(hetcinaftet referred to as the .Ptime 

. . 
p Conttactorg) and apptiae, the Steering 

.A' Comnlt~eb; by ~&ihn of nonthlp written 

tepotta, on the l ctivitiea,of the SRC-II 

Ptojih ‘aha’ okht~~~pS~3J%Xtti’ ot irsuea 

needing tbe attention of the Steering 

Coma1 t tee1 and 

(a) such monthly reports will not be further 

diesoninattd without a ptogtan and patent 

review and vi11 be appropriately natked 

to protect any confidential information 

of the Prime Contractor in accordance with 

the terna and conditiona of the SRC-II Project 

Prime Contract or.,any au&kmding~ contract 

(hereinafter referred to as *the Prima- 

ContracV). 

l 3. Tbe Government of the United State8 of America 

ia prepared to comply vith the request of tba Covetnnant 

of Japan to l llw the participat.ion of a nutually agteed 

upon numbar of petsonnel aelected and assigned by nITt, 

at no &at to DOE or the Prime Contractor, in Phase Seto 

of the SRC-II Project for the purpose of directly contti- 

buting votk to tha,SRC-II Project and obtaining fitat- 

hand informatfon l nU experience from Phaae Zero of the 

SRC-II Project. Cacb such aaaigment vi11 be p&ant 

to an aaaignnont l gtednent, Such participation vi11 not 

affect the tespnsibilitiea of the Prime Contractor.. 

Th8 Governnent of the United State8 of America ia 

prepared to coxply with the reqoeat of the Government 
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of Japan to permit such personnel to oaks written reports 

to MITI, with a copy being provided to DOE, fos Lhe sole 

purpose' of eoaluat,!?g the SJCC-ii I%?:;&... 

Tho Government of the United States of Ametics is 
: 

Japan for the purpose of fnsurfng that such reports 
i se s. . . . 

vi11 be limited to use for cv&ation purposcm only 

within HIT1 or its contractors until a patent review . 
by DOE is conductetl. 

_. 
4. The Government of the United States of America 

. 
is prcpnred t&provide BITI for any and all uses copies 

. 
of the various ttthnicaf and management report6 whlcb 

art generated by the Prim Contractor and delivered to 

DOE unclcr the Prime Contrict. ., :I . 

‘. 
_.’ 

-.-. -. 
- 

The report8 vi11 have appropriate rtmtrictions. 

as to further disserA<qtion until necessary program 

end patent ttvltua by DO1 and the Prime Contractor 

have been amplcttd~ . . 

ii. 
,-.. : - ._ 

The Govtrnnant df tho bnlted.'gtates of Awrica 

la prepared to make l rrangqenti uif& kbe Covtrnnent of ', 

Japan for MrI to receive and protect all cwifidtntial 
; 

information of the Prine Contractor in l coordanct with 

the term and conditions of the PrLGlo Contract. 

6. .The Ooverment of the United State6 of America 
- - .- 

-.- confirm8 1 . . 
(a) that DOE will undertake tbe caaplcte , - , 

.- 

.- - 

financing of Phase lero of tho SRC-II Project . 
.- 

in l ccordance vith the Priae Contract! 

(b) that p&nary control of Phaae lLero of the 

RRC-II Project vi11 be exercised by QOC in 

accordance with the Prime Contract# and 
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(c) that activitie6 of each Govtrnnent in Phase 

. . - Zaro of the SRC-If Project will be in accordance 
e. 

with the lawe, regulations and license rtquirt- 

_. -’ Dent8 of each country. .!.. 

7. The Govtrnnent of the United &a&s of America 

unberstandm that the Govtr?.nent of Japan taken note of tha 

Guiding Principles for Phases 1, IX, and III of the SRC-II 

Project as set forth in Annex B to the Embassy's Knott. 

8; The Government of the Unitad States 0: America 

confirm that this cooperation will continue throughout 

tbt period of Pha6t Zero of the SRC-II Project. 
. 

9. The Coverment of de United State6 of Anerica 

agree6 that this cooptratlon will ba undertaken consistent 
- 

with the Agreepant on Cooperat ion in Jit6earch and . 

DcveXopntnt in Energy and Related ?ieldn between the- 

two Government6 signed on Hay 2, 1979. 
q 

. -. -:. .- 

Department of Btate, 
-. 

Washington, /"f/Y 2; /f 77, 

Drafted:E&/J:MMeycrsrsb Cltarances:S/S:EDtnb 
. S/2/79 ext. 23152 
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