
CALIFORNIA INSTITUTE OF TECHNOLOGY
Laser Interferometer Gravitational Wave Observatory (LIGO) Project

To: Distdbution ffi
From: L. Jones J &t=_
Phone: 2970

Refer to: LIGO-E960041-00-B
Date: April 29,1996

Subject: Beam Tube Contact material escalation text update proposal

CBI has ordered the materials for producing expansionjoints and spiral tubing, and will be invoic-
ing LIGO for initial shipments shortly. A review of our contact verbiage for calculating the esca-
lation effects on partial payments for material milestones reveals problems which should be
corrected before a misunderstanding creates confusion.

The text from the current contract is attached for reference, along with a proposed update. Prob-
lems and proposed solutions arc categorized as follows:

J .

1 .

A

5 .

There is no equation for calculating the billing value. An equation is proposed, with added
definitions and abbreviations.

Timing is currently listed as "... the month the material is produced at the mill ...." in several
places; CBI does not puchase the material from a steel mill, as originally expected' but from
a "stainless steel production facility" which purchases from a steel mill. In addition, "pro-

duced at" covers an extended period in time, and should be changed to reflect a point in time.
The proposed timing is "..... the month the material is ready for shipment from cBI's material
supplier...."

A second order adjustment based on the price of nickel had been added toward the end of
negotiations with CBI, from concems of CBI's material supplier. This nickel price varies
daily, and the material index, which is the primary basis of adjustnent, varies monthly. As
originally wrinen, any excursion of the nickel price above $5.00 per pound would trigger a
price increase. This isjudged unreasonable, and the proposal changes this to an average price
for the month.

Stainless steel poundage was not originally required for adjustment calculations, but it was
added with the nickel price adjustrnent equation. The proposal subsdnrtes MV/l.532 for
poundage, where 1.532 is the total value ofcoil material subject to escalation ($5,774'168)

divided by the total poundage of stainless steel proposed (3,770'000 lb).

The Base Material Index was unknown at the time of contract award; it is now known to be
101.1, and is proposed to be included for clarity.

The existing contract calls for "the iatest index available" to be used to determine a prelimi-
nary adjustment in case the proper index is not available. Since the material index is furnished
in both preliminary and final versions, we should be specific in identifying which latest index

I nte rOffic e M emo randum



to use. The proposal names the latest final index (latest by month, not by revision).

Please let me know if you have any problems or suggested improvements with the proposed
changes, by May 1, if possible. I would like to propose them to cBI this week for their comments.

lj

Distribution:
M. Coles
Ed Jasnow
G. Stapfer

cc: J. Worden
Ckonological File
Document Control Center
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under this clause and the calculated orice

this price adustmcnt provision ; the following defrnitions will apply:

Constnrction Index" De tne sum ot wages plus uruon fringes
en boilermakers published in Sit€ Sta Agreement

(HSSA), by reference into Labor inciuded
in the of this Con

"Base Hanford Index" shail be the HSSA boilermaker rarc in
effect for the
HSSA:

October 8, 1995, as published 1994 settlement of the

Base Hanford

$20.7'�1
R  ? <

929.02

Hanford Construction shall be the Hanford
in effect for tlte month in which a billing is made.

shall only be applied to tasks are initiated during an escalation pe

"Livingston Construction Index" wages plus union agrcement
fringes for jouriie yman the lnternational
B oilennakers, kon Shi America,AFL€IO

. Baton Rouge.

Livingston fringes for
of Labor

Number Bacon Act:

2. Type 304L Stainless Steel Coil Material

This price adjustrnent clause will apply to the ponion ofthe contract price attributabie to
type 304L stainiess steel coil material, which is:

304L Stainless Steel Coil Material $5.774.168

The portion of the conuact price referenced above will be subject to adjusunent, upward
or downward, for changes in costs as of the time of milestone billings. Each milestone

hdex" shall be the sum of
as Dublished in General Decision of
. 0, dated Aprii 15, 1994,

ttf $16'&
j,y 2.65

Construction Index.f $19.05

for the month in
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billingwillshowseparalelytheamounts,ifany'subjecttopricoadjustmentunderthis
ciause and the calculated price adjusment'

For this price adjustment clause only, thc following definitions will apply:

,.MaterialIndex" shall be the "finaf' producer pricc index for grade 304 stainless plates,

Droductcode331245314und'.ruut5asreportedbytheBgreauoflaborStatistics'
iI.S. Depatt ent of Labof,

'grr" f"f"trlri ndex" shall be the average of the material index for the months of June'

Ju ly ,andAugust1995. '  ta l . i  ( to / '133)

..MonthlyMaterialAdjusmentkrdex''shallbethematerialindexforthemonththe

material is Produced at the mill'

lntheeventthattlrepriceofnickleaslistedinttreLondonMetalExchangc(I.lvIE)for
o. *.onJlnonrt, priceeding the month the material is produccd at the mill cxceeds

G.d0;;;"*d, tire fouowing additional price adjustment shall apply:

PA= (P' 5.00) x 1.20x.08 rW
whcre PA = Price Adjustment

P = hice of trickte as lisEd io tbe LME fc'r thc secood mootb preceeditrg the moath thc
- 

material is produced at tbe mill' dollars P€r pound'

w = weigitt of suitrless steel subject to price adjustrneut' pouncls'

Price Adjusuaent
ii"ry "iJ. lnaexes arc discontinue4 or if the basis of their calculation is changed, new

index(es)orsomealtemative'netr'oa.ofpriceadjusulcntshallbemutuallyagreedby
the panies to the ContracL

Priceadjusrnentsforeachpaymentmilestoneshallbe.calculatedandbilledatthesame
time as the milestone billing. 

'Ii 
any of the montirly adjusfilent indexes are not available

forthemonthsforwhichamiiesonebillingisbeingmade,thclatestindexavailable
J.ff U" or"O ,o aetermine a preliminary " iostto"nu When available' the actual

;;hift;;*ill be used to makc a dnd adiustment. For each milestone payment

and for each item subject to frice adiusunent' the following procedurc will apply:

Thcmonthlyadjustmentindexshallbecomparedtothebaseindexandapercentage
i*r"arc o, d"a*ut" calculated to one-tenth of 170'

The priceid.lusunent shall be calculated by applying tle percentage increase or

decrease to the amount subject to price adjustment' calculated to the nearest one

dollar.

event that taken during the acceptance show
\wil

trl

leakage,

Repair
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Proposed changes to Article 4, Special Provisions, K. Economic Escalation:

2. Type 304L Stainless Steel Coil Material

This price adjustrnent clause wili apply to the portion of the conract price attributable to type
304L stainless steel coil materiai, which is:

304lStainless Steel Coil Materiai 55,774,168

The portion of the contract price referenced above will be subject to adjusfiient, upward or down-
ward, for changes in costs as of the time of milestone billings. Each milestone billing will show
separately the amounts, if any, subject to price adjustnent under this clause and the calculated
price adjustment. Affected milestone billings will be calculated as follows:

PA = MV X MMAI-BMD/BMII +NPA*

*Note: NPA = 0 unless NP > $5.00nb (see NA definition, below)

For this price adjustrnent clause only, the following definitions will apply:

"PA," or Price Adjusunenq is an adjustnent to be applied to Milestone Values for billing pur-
poses. The Price Adjusunent shall be calculated to the nearest one dollar.

"MV," or Milestone Value, shall be the respective number listed in the Partial Payment Schedule
for a particular batch of stainless steel material.

"Material Index" shall be the "final" producer price index for grade 304 stainless plates, product
code 3312-45314 under Table 5 as reported by the Bureau of Labor Statistics, U.S. Department of
Labor.

"MMAI," or Monthly Material Adjustment Index, shall be the Material Index for the month the
material is ready for shipment from CBI's material supplier.

"BMI," or Base Material Index, shall be the average of the Mat€rial Index for the months of June,
July, and August 1995, which is 101.1.

"NPA," or Nickel Price Adjustment, shall be a calculated price adjustnent due to the price of
nickel. In the event that the average price of nickel as listed in the London Metal Exchange (LME)
for the second month preceding the month the material is ready for shipment from CBI's material
supplier exceeds $5.00 per pound, the following additional price adjustment shall apply:

where

NPA = (NP-5.00) x 1.20 x .08 x (MV/1.532)

NP = Price of nickel as listed in the LME for the second month preceding the
month the material is ready for shipment from CBI's mat€riai supplier, dollars per pound.
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If any of the indexes are discontinued, or if the basis of their calculation is changed, new index(es)
or some altemative method of price adjusment shall be mutually agreed by the parties to dre Con-

Adjusfinents for each payment milestone shall be calculated and billed at the same time as the
milestone billing. If either the material index or the price of nickel are not available for the appro-
priate months relating to a milestone billing, the latest "final' data available shall be used to deter-
mine a preliminary billing. When available, the actual data will be used to make a final
adjustment.


