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BS" request of your meno of i i''f^^«*r3Llg46j an exaodnation 
of Project T acoidaat insurance f i l es and further requests fron insurance 
companies for interpretation of policy provisions, specifically with respect 
to travel in Axmy Aircraft, reveals the following: 

With respect to the so-called ^ployees Benefit Fund, the 
University of California under i t s contract W ilfi5 - eng 36 with the Gorero-
ment, covering Project 1, Hhe contractor has been aothozdzed to use certain 
monies advanced by the Government for voluntary lump sua payments in certain 
cases of disability or death of enqployees as a result of certain hazards in-
eidflnt to the operaticm of this Project, subject to the concurrence of the 
Government that the disability or death JLaAj»fi_jof the specified hazards* 

*Any such pc^^ent will be wholly discreticmazy on the part of 
the oootraetor md i d U be paid only i f maaej i s available for that purpose 
from the GoveznBMat; and the contractor may require as a condition of any paj^ 
ment thct the reeipieot execttte a release of a U clalas of the recipient against 
the contractor and the Government arising out of such disability or death to 
the extent of the payment so made, except oTalmn under Workmen's Cooqjensatioa 
laws or occupational disease statutes* 

"No right to any such payment shall arise out of any c<xitract 
of en l̂oymcaat and no person j,? ft«».hyT»i god to make az^ representations with 
respect to anj[ Ba-^gj^-tsfgArnKtOabr ihan as 6:g>ressly stated herein*" 

jta ftiitho: 

UNCLASSIFIED I 
L, M. Redman 

AUG2 7 / ^ 7 f 

m 

SSSSSEDt For the Contractor 
R* H« mderhilX, June 1, 1945 
RKfTHICTED — 

ir Contract No. W 7A05 - eng 36, i r t i d e IXVJLL, aiPLOIggS* 
JflJHBKlT IMSB the follefiiing <^nB*K8t„ 

"1* Beeognizing that the performance of Contsraetor's. operations 
hereunder, and under C«atract No* W 7405-eng-36, wUl subject emi^oyees to 
serious «ui unusual'hiuards with respect to vAiich i t i s im>083ible to provide 
ade<;^te protecti«Ei, and that the Contractor has been unalLe, despite eoebended 
efforts with the assistance of the C^mtracting Officer,#to obtain satisfactory 
insurance coverage therefor, the Govearnment agrees that the extractor shall 

have the right and i s authorised to establish, maintain and util ize as herein^ 
after set forUi, a beiwllk fmtk fkwt which payments, in addition to those pro­
vided for by llorkaMi*s OohpensatioB Lnw or other statutes or under the tezms 
of Contractor's eaplegre* welfare plans and policies may be made to or ceo. account 
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of employees vrfao beorans disabled or die as a result of such hazards. The 
Contractor, therefore, is authorized to vAthdraw from time to time from the 
sums advanced tothe Contractor by the Gorertaest, pursuant to Article X 
hereof, amounts sufficient to establish, maintain and replenish an Bsployees 
Benefit Fund, hereinafter referred to as the "Benefit Fund" of Oie Uillion 
Five Hundred Thousand Dollars ($1,500,000) • 

''2* The Contractor shall have the ri|;ht to establish said Benefit 
Fund immediately upon the execution of this Contract and to maintain and utilize 
the same for a period of ten (10) years after the termination of C(»itractor's 
operations hereunder cr under Contract No. IF-TAOS-Mig-A^, n̂ rtiichever may be the 
later date. 

"3* In the event of termination of Contractor's operations under 
this Contract or under Contract No. V>7405~«ig~4d, the Contraotor is further 
authorized to request and rseeive advances under Article X hereof in such addition­
al amounts in excess of the then aggregate of seeiurities and cash constitilting 
the Benefit Fund th«i in its hands, as it may estimate and as the Contracting 
Officer may approve, as reasî aably necessary to provide p&jasata for cases of 
death or of disability to eô >l<̂ rees then known but for i^eh no award or approp­
riation has been made and for cases whidi may subsequently arise after sudx date 
of termination and during the period the fund is to be held* 

"4« Whenever the Contraotor shall detezmine, with the approval of 
the Contracting Officer, that any enqxLoyee has become disabled or has died as a 
result of any of the hazards specified in the Secret Letter to be delivered by 
the Contracting Qtff leer contemporaneously with the execution hereof j (a copy of 
idiich is oh file in the office of the District Engineer, Manhattan District), 
the contents of such letter constituting a part of this contract to the same ex­
tent as if fVilly set forth herein, the Contraetco* sball have the right to pay, 
from the amount available in the Benefit Pond, to such employee or to his depend­
ents or legal representative, a sun not to exceed the sum of Ten Thousand Dollars 
(10,000), provided that ^tAmn any such paToent has been made to an employee who 
has become disabled, no further pajrment under this Article shall be made by reason 
of the death of such employee. It is expressly understood and agreed that the 
Contractor assumes ho obligation hereunder to make ajoy a^mh payaient from the Coi^ 
tractor's own funds* No such pajfoent shall be made except iqwn securing a release 
in form approved by the Contracting Officer, relieving the Contractor and the 
Government, to the extent of the payment so made, from all claims of the recipient 
on acoeunt of such disability or death, except claims under Hbrlcments CoDq)ensatiaQ 
laws or oeevqpational disease statutes*" 

COUSHTt 

The provisions of the Contract hereinabove wrijb|en. in my opini(». 
mean that, evidence of injury to or death of any employee SMsiTra'hed in the peiv 
fozmance of his duties can be submitted to the Gtuitractor for payment and that 
it is "wholly diseretiooary" on the part of the Oootractor to make payment. The 
Contractor specifically provides that such pagoieBt'shall "not arise out of any 
emitract of emploToent** The experience, thus far̂ ^ a limited one^is that the 
Contractor has paid immediately upoxqpresentation of competent and expert evidence* 

PER L/oO huv.t^; MN. H/J 
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In my opinion the Contractor vdJJL continue to do so upon such 
evidence. It maa% be recognized that the Contractor is in the nature of a 
trustee of such a^fund aijd can only use it under strict instructions of 

tkuttnae agenciM^.i»9suppl|Bsthe fund, in this case the Contracting Officer 
of the Qhitea States Goverrment. The Contractor is not chartered to do an 
insurance business and neither is that agency of the Govermient which supplies 
the fund. .For that reason no contract of insurance can be held out to the 
employee Taty tkia ̂Contractor* The arrangement is rather a protection to him 
resulting from the unusual hazards involved viilch are or were not adnissable 
as good risks by duly constituted insurance companies* 

^ , 

9 June 1945 

If 

w 

Dr* J. R. Oppenheimer 
P. 0. Box 1663 
Santa Fe, New Mexico 

Dear Dr. Oppenheimer: 

mth reference to ouroohversation of yesterday, I wish 
to inform you that the statement issued'^ the Contractor under date of 
June 1, 1945, to all concerned regarding insxa'ance is not satisfactory to 
me* I have directed Lt. Colonel Stewart to take such steps as are necessary 
so that a satisfactory statement froiji the Contractor will be forthcoddag* 

Fttiding the receipt of a new statement idxich is satis­
factory, it is my intenticm to authorize the Contractor, and to exert sudi 
influence as I may have upon him, to insure the pron^ payment under the 
Benefit Ftmd of any proper claim in case of disability or death of employees 
as a result of certain hazards idiich have been previously enumerated* 

As I pointed out to you, the contract provides "...the 
Contractor ^ a U have the right to pay from the amount available in the 
Benefit Fund to such employees or his dependents or legal representatives..." 

Sincerely yours, 

signed - L. R* Groves 
L. R* GROVES 

Major General, C. E* 
cc: Lt. Col. S. L. Stewart 

The BLstriet Sogineer 

in 

or 

Of-

JS J—I—X. 

CCUMENTt 

It is known that the Contractor and General Groves do not see eye 
to eye on the statement quoted l^ the Coitractor luider UhdezMU's signature* 
General Groves would make the statement str(»iger but ICr. UndRrhill states that 
the Regents of the University of California under the provisions of their prime 
contract cannot indicate a contractual obligation to pay. 
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The B&flts which will be considered for payment by the Contractor 
upon application are listed specifically as follows: 

(a) Exposure to radiant energy or emitted particles from radioactive materials 
or from high voltage sources or machines, including ingestion, inhalation, or other 
bodily uptake of radioactive materials* 

(b) Escposure to explosions due to atomic disintegrations or to explosions in the 
course of eoqjerimental work with or using high explosives or propellants. 

(c) Bqperimental high voltages as differentiated from ordinary high voltage lines 
functioning as a rotitine ser-irfLce facility* 

(d) Exposure to toxic materials comprising uraniimi, plutonium, fluorine, any comr* 
pounds of these, or phosgene* 

(e) Exposure to explosions due to experimental work with high presstire equipment 
involving gases and/or liquids under high pressure* 

(f) Work aseigiments of such a nature as will invalidate the employees' personal 
insurance in effect at the time of perfozmance of the assigned duties. Payments under 
this provision will be made in the amount of the voided insurance policies but in 
no evoit to exceed $10,000.00. 

(g) llozk asaigDments requiring performance in active ccinbat zones or theatres of war. 

(h) Exposure to hazards incident to flights in military aircraft in the course of 
fdiich necessary esqperimental work is conducted. Where a release of liability has 
been signed, such release wiU in no way bar the employee from receiving any benefits 
which such employee would have received in the absence of the release. 

(i) Eî iosure due to hazards from the fall of boobs or mook-ups from planes as opposed 
to hazards due to eamlosion . , , n. ^ ^ 

Letter to J* R* Oppenheimer from Robert M • Uhderhill (not signed as an 
official but on Regents of IMversity of California stationery) stating that Mr. 
Underhill received a letter dated 15 May 1944 iiiM,ch reads as follows: 

(j) Exposures incident to authorized flights In;, military aircraft, when necessary 
as transportation between certain designated localities. The prior written authoriz­
ation for such flights shall be obtained from Lt. Col. S. L. Stewart, authorized 
representative of the Contracting Officer. In the absence of Lt. Col. Stewart such 
written authorization ahaU be obtained from Major P. DeSilva. 

It is now the practice, whether authorized or not, to notify the Fiscal 
Office of Project Y of such flights as described hereinabove. The Fiscal Office 
prooqpily (and may I insert, efficiently), transmits the informaticai to the Los Angeles 
Area Contracting Officer's representative, Lt. Col. Stewart* ''Sfi'l 

UNCLASSiHED f^^ ^ '' 
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(This procedure is being set up for acceptance in writing. Travel orders 
signed by the Director should be sufficient notice to the Fiscal Office of an 
authorized flight)* 

CONCLUSION: 

ID. my opinion, aaj aD̂ >loyee (or his dependents) who can present competent 
and acceptable evidence of injury or death vdiile' in perfooaance of his duty idll 
recover an amount up to $10,000*00 from the Fund* 

However, it is to be carefully noted that in case of death it is not 
contemplated that any payment will be made to persons who are not actual dependents 
of an ei^loyee of the Contractor killed as the result of one of the special hazards 
enumerated hereinabove* 

WORKMAN'S CdgENSATION ACT OF NEW MEIICO 

BENEFITS THEREUNEffilR ABE IN AM)ITION TO 'fflE CONTRACTOR'S BENEFIT FUND* 

»£& addltltti to the special̂ f̂Und payments referred to above, AIT employees 
of the Contraotor are covered bjr the Worianen's Compensation Act of the State of New 
Mexico. This 4et provides that an employer shall become liable to and shall pay 
certain smta to any workman injured by an accident arising out of and in the course 
of his eriqplojnaent, and in case of death certain other payments shall be made for the 
benefit of his dependents. The Contractor is insured with a reputable insurance 
company, (CEobe Indemnity Co.) for such payments and a mmiber of them have been made 
in the past. The extent of the payments depends (1) upon the salary received by the 
employee, (2) the extent of the injury, and (3) ia the event of death, upon the rel-
atic»ishlp of the es^^oyee's dependents* f̂eudmimi payment in the event of death is 
$150*00 for funeral eoq̂ enses plus $OLd a week for 300 weeks* IHals applies to an emp­
loyee 1I&0 dies an leaves children. In the event of total disability the maximum 
payments to the employee amount to $0L8 a week for a period of 550 weeks." 

Sunmary by David Dow January 4* 1945 ' 
Re-checked by £. J. Demson Februazy 1, 1946 

It is still an undecideid question liiether or net an eaployee has a choice 
to claim under the WetrioBUi^s'OdB^ensaiiQn Mst of New *exico or California. He cannot 
claim under bo^* The Califomil JUt is more liberal in money amounts paid than is 
the New Haxieo lot* 

INSURANCE OCUPANT COVEBAKZ 

Added to the two coverages stated above, an employee of Project X can apply 
for tena Occupational Accident & Disease insurance with the Indemnity Ihsiurance Co. 
of North Amsrloa in Philadelphia, (a stock canpahy)* The insurance application is 
made through the Fiscal Office of Project T, (Mr. Muncy). The Fiscal Office can 
accomplish the coverage in a matter of hours* 

The arrangement includes the following understanding: 

iiNniAf?.<?iFiFn 
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Principal Sum Annual Premium 

$ 5,000.00 $ 31.00 
lOiOOO.OO 62.00 
20,000.00 124.00 

"Any individual insured may lilcewise cancel his certificate of insur­
ance by written notice to this office stating when such cancellation shall be 
effective* In the event of cancellation, the earned premium which the company is 
entitled to receive shall be the pro-rata portion of the annual premium from the in­
ception date of coverage to the effective date of cancellation, subject, however, 
to the minimum premium of ten dollars ($10.00) per certificate. 

Jn the event of termination of any insured employee, his certificate 
must be returned for cancellation. If an insured employee for vrtiom premium is 
reimbursable to the contractor, ceases to be engaged in the special activities for 
which such insiurance coverage was authorized, his ceztificate must be terminated. 
If any insured en^loyee who qualified for this insurance by engaging in certain 
research activities for the Manhattan District has a change in status so that he 
does not qualify, cancellation of such insurance is required, m all cases when 
cancellation is effected, original certificates will be returned to this office 
immediately." 

Letter froc Stanley L. Stewart 
Lt. Col., Corps of Engineers 

Arsa Engineer 

Dated 15 August 1945 

tbider the following provision of ̂ l̂ f̂ policy it was asked vrtiether 
travel Tiftiile in the course of occupation of the project in anny aircraft was covered: 

"Wherever the words "Occupational Injuries" are used in the policy 
they shall mean bodily injuries caused by accident and arising out of and in the course 
of the Insured's duties in cotuiection with war research undertaken by or on behalf 
of an Agency." 

A qaery to the Bidemnity Insurance Co. of North America, 729-15th St. 
N. W., Ifeshlngton, D* C«» Attention J. E. Harris, brought this reply on 1 February 1946. 

"nmv«l on azny aircraft in course of oeciftatlon covered by policy 
J. E* Harris" 

CONCLUSIONS: 

It is not only possible but definitely probable that dependents of an 
ea^loyee of Project T killed irtille engaged in the perf romance of his duties, if he is 
covered fully by available Insurance, could recover about $35,500*00 and if injured, 
amotints downward froa this sum. 

UNCUSSInED « s g . « S S 
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Research is going forward to find if a person's insurability 

becomes impaired because he accepts a job here or now works here, specifically 
with respect to his life, annuity and other such policies. As soon as this is 
detennined the Director will be informed. 

^ . 

E. J* Demson 
Personnel Director 

•T 
, p * i r^'icElltO 

Ut-̂ i*-"'' 
] M . 1973 
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