EMBASSY OF JAPAN
WASHINGTON

May 2, 1979
E - 23

The Embassy of Japan presents its= .. .
to the Department of State and, with reference io 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 reguests 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 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 Octqber 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-IIX

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-11 Project and of any problems or issues

needing the attention of the Steering Committee;

(@) 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 SRCQII
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 assﬁgn—
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 df 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
MITI or its contractors until a patent review by DOE

is conducted.

4. The Government of Japan yishes 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 Contractor,

'6. The Government of Japan understands:

(a) that DOE will undertake the complete financing
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of Phase Zero of the SRC-1I 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 Projeét will be inv
accordance with the laws, fegulations 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 ﬁndertaken consistent with the
Agreement on Cooperation in Research and Development

in Energy and Related Fields between the two Governments

signed on May 2, 1979.
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Annex A

1. Descraiption ot 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 UnitedAétates
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 ﬁnd cost
estimate for Project Phases I, II and III, cost
sharing plan and environmental analysis.

PHASE I:

Detail/Final design

PHASE II:

Procurement and construction

PHASE III:

Operation and evaluation of the plant

2. SRC-II Prime Contract

(1) The SRC-1I 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™).




(2) Under tne cerms ovi che Frime 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
0il 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 0il Corporation.

at




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.
perconun .

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 6f the Federal Republic of Germany

on Cooperation in Coal Liguefaction which entered

into force on October 25, 1978.

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

Project Qhall be carried out by a2 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-1II Project, staff to the SRC-II Project subject

to the terms of employment.

E. Solicitations for the provision of majqr
camponents 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.

o :épappadoq &g oow e share of the product.
from the operation 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 SRC-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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ihe ?49.&1 . .ﬁggjzgkpogleﬁgek’thé receipt ol
the Note Verbale No. £ -2 dated Nay 2,‘;979, ftgm the
Embassy of Japan concerning the SRC~11 Projict, ceftaié
details of which are set forth in Annex A tolthe Enbassy's
note, The D;partment further informs the Embassy as

followss

1. The Government of the United States of America,
after consultation with the Government of the Federal
Republic of Germany, is prepared to allow not more than
two representatives of the Ministry of International

rrade and Industry of Japan (he?einaftét referred’to as

-

_"MITI®) to participate as members in the Steering

Committee establlshed.under the Memorandum of Understanding
b;;ween the Department of Energy of the United States of
America (hetelgifter referred to as “"DOE") and the Pederal
Ministry for Research and Technology of the Federal
Republic of Germany on Cooperation in Coal Liguefaction
which entered into force on October 25, 1978.
2. DOE confirms that:
(a) the aforesaid Steering Committee will guide
and direct the Project Management Team which

[l

it will designate;
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(b) the Project Management Tear will be composed

of four persons;
{c)} the Project Management Tean will monitor
the ongoing activities of the Prime

Contractor of the SRC~-II Project
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{hercinafter referred to Qs the "Prine
Contractor®) and apprise the Steering
_Connitfeé; by pédhs of nonthly written
repofts,-on the activities.of‘the SRC-1X
Project hha;oihan5°§!35¥eab.o§ lugues
needling the attention of the Steering
Committees; and )

{4) such ronthly rcports will noi be further
disseninated without a program and patent
reviev and will be appropriately narked
‘to protect any confidential information
of the Prime Contractor ln>accotdance with
the terns and conditions of thé SRC~I1 Project
Prime Contract or_any superseding contract
(hereinafter referred to as "the Prine-
Contract®).

<« 3, The Government of the United States of Anerica
is prepared to comply with the requeat of the Governnment
of Japan to nllov.the patt!cipa{iou of a nutually agreed
upon number of personnel ielccted and assigned by NITI,
at no cost to DOE or the Prime Contractor, in Phase Sero
of the GRQ-II Project for the purpose of directly contri-
buti{ng work to the SRC-1I Project and obtaining first-
hané £n£0tmatlon and experiéncc from Phase fero of the
SRC~-11 Project., Each such assignment will be pﬁf.uant
to an assignront agreement, Such parttciﬁation will not
atfect the responsibilities of the Prime Contractor,.

The Governrent of the United States of Anerica is

prepared to comply with the request of the Government
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of Jepan to permit such personnel to make written rcports

to KITI, with a copy being provided to DOE, for the sole

'putpose of evaluating the SRC—;; Pz*,g

The Governnent of the United Etates of Anerica is
ptepered to make arrangemeuua LR e ens OF

Japan for the purpose of lnsur!ng that :Lch teportl

will be 1linited to use for evaluatlon putpose- only

within HITI or itl contractors until a patent review

by por is conducted. A —_

4. The Governnent of the United States of Anerica

" is prepared to pravide MITI for any and all uses coples

of the vatlou: technical and nanaganent teports which

are genetlted by the Prine Contractor and delivered to

DOE under the Prime Contract., L

The reports will have appropriate restrictions .
as to futther dlsaen{:ition until necessary progran
and patent reviewa by DOE and the Prime Contractor
have becn coap!eted. |

S.' Tﬁa Governnent ot the Unltcd States of Aperica
is prepared to nake arrlngenentl with thc Governnent of
Japan for MITI to toceivo and protect all eonf!dentlal
information of the Prime Contractor in accordance with
the terns and conditions of the Prize Coﬂtr-ct.

6. The Covernnent of the United States of Anerica
confirmss e i
(A) that poE vill undo:taht the coaplete o

financing of Phase fero ot the BRC-I1X Project

in accordance with the Prime Contract)
{b) that ptiﬁary control of Phase %ero of the
SRC-IX Project will be exercised by DOL in

accordance with the Prime Contract; and
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(c) that activities of each Governnent in Phase
Zero of the SRC-II Project will be in accordance
wlih"the laws, regulations and licensé require~-
rpents of each countrye. -

7. The Governnent of the United é@aéel of America
understands that the Governnent of Japan takes note of the
Cuiding Principles for Phases I, II, 9nd 11X of the SRC-IIX
Project as set forth in Annex B to the Enbassy's Note.

:8; The Governnent of the United Btates of Anerica
confirns that this cooperation will continue throughout
the period of Phase Zero of the SRC-1I Project.

9. The Governnment of the Onited States of Anerica
agrees that this cooperation will be undertaken consistent
with the Agreement on Fooperatlon in iesearcb ané
Development in Energy and Related FPields between the

twvo Covernnents signed on May 2, 1979,
1

Department of State, /Q,ﬁZL\
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