Supreme Court of Virginia

IN THE

AT RICHMOND

RECORD NO. 920639

TECHDYN SYSTEMS CORPORATION,

WHITTAKER CORPORATION,

Garry R. Boehlert
Benjamin T. Riddles, II
Douglas C. Proxmire
WATT, TIEDER, KILLIAN
& HOFFAR

7929 Westpark Drive

Suite 400

McLean, VA 22102

(703) 749-1000

Counsel for Appellant

JOINT APPENDIX
VOLUME I

Peter B. Work

Janis Orfe

Amy J. Mauser
CROWELL & MORING
1001 Pennsylvania Ave. NW
Washington DC 20004

(202) 624-2500

Counsel for Appellee

Appellant,

Appellee.

William L. Carey

MILES & STOCKBRIDGE
11350 Random Hills Rd
Suite 500

Fairfax, VA 22030

(703) 934-1174

Counsel for Appellee

LAWYERS PRINTING COMPANY 7th & Franklin Bldg. Richmond,Virginia 23219 (804) 648-3664



TABLE OF CONTENTS

VOLUME 1

A. Basic Initial Pleadings as Finally Amended

1. TechDyn’s Amended Motion for Judgment; dated
August 21’ 1990...I.l...............‘.0...‘..‘.. 0001

2. Whittaker’s Amended Counterclaim; dated March 5,
1990....0'0.0....'00.0....Q..Q....O...........’. 0016

3. TechDyn’s Answer and Affirmative Defenses to
Whittaker’s Amended Counterclaim; dated November
6' 1990'..Q..l..0.'.."‘..Q..........Q.......l" 0077

B. Final Judgment and Memoranda or Opinions Related
Thereto
1. Final Judgment Order; dated January 31, 1992.... 0082

2. Opinion Letter by The Honorable J. Howe Brown;
dated January 14, 1992....cccccececccccscscsssace 0086

3. Letter by The Honorable J. Howe Brown re
TechDyn’s Motion for Reconsideration; dated
November 25’ 1991.'0...'.........-..0.0....0..‘. 0088
4. Order Vacating and Setting Aside October 31,
1991 Order of Final Judgment; dated November 21,
1991‘.'.........'....O....'....‘.I............‘. 0089
5. Judgment Order; dated October 31, 1991.......... 0090
c. Assignments of Error
1. Assignments of Error 1, 2, and 5 through 8...... 0093

D. Testimony and Other Incidents of the Case Germane to

the Questions Presented

1. Transcripts of Testimony and Proceedings:

a. Leo S. Morrison, Jr. - July 1, 2 & 3, 1991.. 0094
VOLUME ITI
b. Donald Ellis - July 3 & 8, 1991.....¢c000.... 0359

c. Rufus Thornton - July 8 & 9, 1991........... 0562



VOLUME IIT

VOLUME IV

VOIL.UME V

John Michitson = July 9, 1991....ccceveeecsns
Greg Crider = July 9, 1991....c0ccccecccccns

Herbert Rountree - July 9, 1991.......c00000

William C. Hise - July 10, 1991....ccce0aess
Max Steven Rosen = July 10, 1991...cccc0ccee
Edward H. Ripper - July 10, 1991....ccc0000c"
Scott Douglas Gray - July 10, 1991..........

Whittaker’s Motions to Strike - July 11,

1991..ooocooo..o.on.o.o-l.ooo.ooooooooo‘0.00

Michael Perry McCune - July 11, 1991........

Marie Raymond - July 11 & 15’ 1991. e e 00000 o0

Alfred Johnson - July 15, 1991lccccececcsnanses
Gerald J. Thompson - July 16, 1991.....0....
Joel H. Sells = July 16, 1991...ccc0ecevcces
Claudia Justis = July 16, 1991...ccccevccocs
Rufus Thornton - Recalled - July 16, 1991...

Max Steven Rosen - Recalled - July 17,

19910oo000.0000o.!..oooo00..0.000.0...000.00

Thomas A. Brancati = July 17, 1991...cc0ce0

Steven Jones = July 17, 1991l..ccccecccocccns

Marie Raymond - Recalled - July 17 & 18,

19910t.‘0..-oo.oooo-..ooo‘o.o.o.oo.o.oootoo.

Jack R. Cannady - July 18, 1991....cccccecooe

Marie Raymond-Recalled - July 18, 1991......

- jiji -

0635
0684

0722

0786
0885
0894

0927

0976
1018

1101

1146
1274
1307
1319

1372

1409
1423

1485

1493
1604

1635



VOLUME

VI

y. Jack R. Cannady-Recalled - July 18, 1991....
z. Joseph A. Nocera - July 18, 1991.....cc00004
aa. Proceedings of July 29, 1991..c.cceceeencccans
bb. Proceedings of July 30, 1991..cccccecssccass
cc. Proceedings of August 1, 1991l...ccceesscccas
Proffers of Evidence
a. Plaintiff’s Objections and Proffered
Testimony in Opposition to Trial Court’s
Ruling Precluding and Striking Plaintiff’s

Evidence (re: TechDyn’s Claim for Lost
Profits); dated July 17, 1991....cccceesensse

Other Pleadings

1'

Whittaker’s Memorandum of Law in Support of
Whittaker Corporation’s Motion to Strike Evidence
Relating to Count One of TechDyn Systems
Corporation’s Amended Motion for Judgment; dated
JULly 10, 1991...cceescccccsecsccccasscnccasscnccsasns

TechDyn’s Motion to Strike Counts One and Two of
Defendant’s Amended Counterclaim for Defendant’s
Failure to Give Proper Notice Under the Contract;
dated July 22, 1991l...ccccccsocsvscssososscsoscses

TechDyn’s Motion to Strike and for Summary
Judgment on Defendant’s Damages for Failing to
Apportion Liability, for Being Speculative and
Uncertain and for Seeking Costs Not Recoverable
in Virginia; dated July 22, 1991....ccccveccsscss

Whittaker’s Memorandum in Support of Whittaker
Corporation’s Renewed Motion to Strike the
Evidence Relating to Count One of TechDyn Systems
Corporation’s Amended Motion for Judgment; dated
JULlY 23, 1991...cceeeecccscssssssccscscscccsscnccsscs

TechDyn’s Motion to Set Aside the Jury’s August
1, 1991 Verdict on Count I and Count III of
Defendant’s Amended Counterclaim; dated August

21' 1991000.0-000.00.o.ooooooooooooooonoo'o-oo..'

- iii -

1709

1817

1835

1840

1886

1890

1895

1906

1912



10.

11.

12.

13.

14.

i5.

Whittaker’s Motion to Set Aside the Jury’s
Verdict as to TechDyn Systems Corporation’s Count
One Because TechDyn Allegedly Failed to Provide
any Basis for Allocating Responsibility for its
Unreimbursed Delay Costs Among Whittaker and Non-
Whittaker Causes (without Appendix of Evidence);
dated August 21, 1991..ccccecececcscccsosccsccsccce

TechDyn’s Opposition to Defendant’s Motions to
Set Aside the Verdict for Plaintiff on Count 1 of
Plaintiff’s Motion for Judgment and Defendant’s
Motion for a New Trial on the Quantum of Damages
Under Count One of Defendant’s Counterclaim;
dated September 5, 1991.cccceccccccsoccccscccnsnscns

Whittaker Corporation’s Opposition to TechDyn
Systems Corporation’s Post-Verdict Motion; dated
September 5, 1991......"'...."‘..'..0.........Q

TechDyn’s Motion for Reconsideration; dated
November 8' 1991........0.........l.'.........“.

TechDyn’s Memorandum of Points and Authorities in
Support of its Motion for Reconsideration; dated
November 14’ 1991.'l"...'0........l....'.."'...

Whittaker’s Opposition to TechDyn Systems
Corporation’s Motion for Reconsideration; dated
November 14, 1991............0.0.I....l.‘.....'..

Whittaker Corporation’s Supplemental Opposition
to TechDyn’s Motion for Reconsideration; dated
December 9, 1991.0..O...OQI.....'.......0...0’..'

TechDyn’s Response to Whittaker’s Supplemental
Opposition to TechDyn’s Motion for
Reconsideration; dated December 11, 1991.........

TechDyn’s Notice of Appeal; dated February 3,

1991 ® © & @ 0 ¢ 6 & 0 0 6 & 0O 0 S PO S OO S S O G P ST S O S S O SO O O N O 00" DN
Jury Instructions

a. Jury Instructions 12, 68, 68(a), 76, 76(a)
and 76.5.0-....CO......-...'....'..l....'...

b. Plaintiff/Appellant’s Proposed Jury
Instructions LL and NN..:ecececcesocosacsassns

c. Defendant/Appellee’s Proposed Jury
Instructions 31, 32 and 33...ccccccccccccccse

- iy -

1927

1943

1965

1974

1976

2257

2263

2279

2291

2293

2299

2301



16. Verdict Forms

a. Verdict Form for Count 1 of TechDyn’s Action

Against whittaker.....000.....00....'....'00
b. Verdict Forms for Counts 1 and 3 of
Whittaker’s Action Against TechDyn..........
VOLUME VITI
F. Exhibits that Reasonably Can Be Reproduced
1. Plaintiff/Appellant’s Exhibits Admitted into
Evidence:
11 Memorandum to Moeller from Johnson re assessment
of ICCE program......‘.Q........".0'....0.....0
22A-1 Subcontract 125-001 between TechDyn and 4C;
Cover Page, Table of Contents and pages 1 to
63...."...0.0.l".'C.0.00000...‘..0...‘00..0...
22A-2 Subcontract 125-001; Tab 3 (Modification No. 3);
2-page letter dated Nov. 27, 1985; 95-page
System Specification for ICCE; 44-page Statement
of work for ICCECO‘...'C..O.....C0.0..0.0.0'C..O
22A-4 Supply Line Item Data SheetsS.....cceceeecencnnes
32 Raymond letter to Hatchett 1/16/86 re ICCE
Contract signature...ccceeeecececccsssccccconcns
65 .Minutes of Interim IADS Working Group Meeting
#18; Agenda Item 2 - Test Status/System Trouble
Reports..'..’.....l.’.I.l..........'.'.'...Q....
66 Bohler 1letter to Rosen 2/9/89 re status of
System Trouble RepPOrtS.....ccceescccccccccscasce
85A Chart of ICCE Project..c.iceeececescacenssnssannns
152 Air Force ICCE RFP to TechDyn; March 20, 1985 (2
page letter).QO......'...I.Q.O‘....O....0.0.....
153 Four-page Hise letter to Sutherland 3/23/85, re
RFP, plus Statement of Work for Front-End
Effort.l...l.........O.'.QO....O...............O
161 Two-page Yenowine letter to Sutherland 4/30/85;
re RFP, plus Attachment I, Statement of Work....
181 Raymond telex to Yenowine 9/13/85, re

confirmation of price for CLINS....c.cececeecsoss

-V -

2304

2305

2307

2318

2364

2521

2538

2539

2547

2548

2549

2551

2596

2670



210

378

385

394

413

416

426

501-505

506A

572

646

VOLUME VIIT

852

912

950
951

952

953

954

Raymond letter to Yenowine 2/5/86, re RCE
Specification........O'...............‘......".

Bohler letter to Hise 7/8/88, re WES work
stoppage onRCE......O..I..............‘....‘...

Bohler letter to Hise 7/18/88, re WES request to
TechDyn to remove test bed......cccceieteecrenns

Bohler letter to Hise 8/5/88, re WES demand that
TechDyn immediately remove test bed....cccecvc..

Rosen letter to Bohler 1/12/89, re 10 day Cure
Notice to wES for RCE.'.O'OO...".....O'OI.O....

Rosen letter to Bohler 1/23/89, re Partial
Termination for Default to WES for RCE...ceeeses

Rosen letter to Bohler 3/3/89 with attachment re
ICCE program meeting with ESD re WES
inaccuracies.....'...l.....OOOQ.O‘.O.....OO'....
TechDyn’s Proposals (cover pages ONly).eeeececeese
RFP Routing Slips and attachments.......ccoeceene

McKenna letter to Hise 4/3/90, re Formal
Verification Test Report results; first 8

pages..‘010oooo00'..Q.OOo.ooo.ooo.'ooo.o.ooo...o

Smith letter to Hise 10/16/86, comments to PDFA
B5 specification updates, with attachments......

Smith letter to Hise 10/22/86, re Software
Quality Assurance meeting - 4C’s methods
lacking.'....0Q....O..O............O...00.......

Summary of Damages - related to Alaska & PACAF
options....CO..00.......‘......'.............l..

Summary of Damages - claim amounts.......ccceo0
Summary of Whittaker-caused PDFA DamageS........

Calculation of TechDyn’s Delay Damages
Attributable to Whittaker‘................O....'

Calculation of TechDyn’s Delay Damages Per Day..

Summary of TechDyn’s Recorded Time-Related

Costs.ooo..o.oQooo.ooo0000..o.a..o..oo..oo.o....

-vi -

2671

2696

2698

2699

2700

2702

2704

2711

2718

2728

2736

2741

2742
2743

2744

2745

2746

2747



955

956

957

958

959

960

961

962

963

964

965

966

967

968

968A

9269

970

971

972

973

974

TechDyn’s Program Management Direct Labor

costs.oo'on00to-oooo.ot00000.0.ooooo'oo.oo.ooooo

TechDyn’s Systems Engineering & Testing Labor

Costs..’Q..O............0............0’..0..0.‘.
TechDyn’s Logistics Direct Labor Dollars........

TechDyn’s Field Maintenance Direct Labor
Dollars......0...0....‘.....QQ.'..C.'.I..I'.O..I

TechDyn’s Contract Management Direct Labor
Dollars.....Q..OO...Q.OOQ...‘..Q.....Q..........

TechDyn’s Cost Analysis Direct Labor Dollars....
TechDyn’s Secretarial Direct Labor Costs........
TechDyn’s Time-Related Travel CostS....ceceeeves
TechDyn’s Time-Related Consultant Costs.........
TechDyn’s Time-Related Contract Labor Costs.....
TechDyn’s Time-Related Other Direct Costs.......

TechDyn’s Budget Time-Related Costs for Contract
Modifications...O.'......l.......’.'....0..‘.0..

Summary of Time-Related Costs for RCE
Reprocurement.....ccoceeccoccccccossossosncsssosacsss

Calculation of Excess On-Site Overhead..........
TechDyn’s Control Budget for Job 125....ccc0000

TechDyn’s Calculation of Actual On-Site Overhead
Rate 1986-1991.0....'....l.....'..O..l...'......

TechDyn’s On-Site Overhead Costs 1986-1990......

TechDyn’s Calculation of Actual General and
Administrative Costs Rate 1986-1991......c0004..

TechDyn’s General & Administrative Costs 1986-

19900oooooooo.c'ooocooo.-.0.0'000.00..0.-..ooooo

TechDyn’s Summary of Claim Costs for Relocation
of Test Bed..l.'...0..0......0..'....0.‘..‘.....

TechDyn’s Calculation of Claim Costs for Test
Bed Relocation.......‘...‘.I......I.............

- vii -

2748

2751

2754

2757

2760
2763
2766
2770
2783
2787

2790

2792

2793
2794

2795

2796

2797

2798

2799

2800

2801



975

976

977
978

979

980
981
982
983
284

985

986

287

988
1010
1017

1030

1036

1043

TechDyn’s Labor, Consultant & Travel Costs to
Relocate Test Bed.....ccceveeottccccccccccoccasnnsns

Invoice for Test Bed Rental......ccceeeecccccsnsns

Summary of Damages for Replacement of Keyboard
and Printer.............l'.........0....'0..".0

Purchase Order/Subcontract for Keyboard and
Printer..........'...........'..................

Calculation of Interest on Delay DamageS........

Calculation of Interest on Damages Associated
with Relocation of Test BedS.:.ceieeeecesosscacns

Calculation of Interest on Damages Associated
with Replacement of Keyboard and Printer........

Summary of Pre-termination and Reprocurement
Costs for the Remote Control Element......cce00

Direct Labor and Consulting Costs related to RCE
Reprocurement.......Q00.0...C..O....OO....'.'...

Travel Costs for Remote Control Element
Reprocurement....0...0.0.0..l..l.o.....‘....‘.‘.

Rosen letter to VEDA 7/19/89, re RCE work.......

Materials Costs for Remote Control Element
ReprocurementOﬁ.....‘.‘0‘...000.0...0‘....0.0.‘0

Calculation of Interest on RCE DamageS...c.cesc..

Summary of TechDyn’s Time-Related Costs and
Delay claim......I...........II............'...Q

Smith letter to Hise 6/17/86; B 1level
speCification delays........C............0......

Hise letter to Raymond 11/5/86, TechDyn’s Show
Cause Notice to 4c.'.'..l...'.‘........"...0...

Hise letter to Lamberth 9/15/87, re outstanding
STRs and Test Readiness Review, with
attachment.“0‘.C"..CO-.........‘......I.I..l..

Raymond letter to Hise 11/2/87, re open STRs,
With attachments.."O.'.O....Q.O......O....'....

Rosen letter to Raymond 4/26/88, re SQT Report
for PDFA not accepted, with attachment..........

- viii -

2802

2803

2806

2807

2809

2810

2811

2812

2813

2815

2816

2818

2819

2820

2821

2823

2824

2826

2880



VOLUME IX
1046

1049
1073

1098

1131

1136

1141

1251
1252
1253
1254

1256

1257

1258
1259

1260

Rosen 1letter to Bohler 7/11/88 re TAF
Certification Status of Trouble Reports, with
attachment. ® 0 ¢ O 5 O P S S O 9 S O S 0 SO SO OSSN E S OSSO N e o0

Rosen letter to Bohler 1/24/89 with attachment
re status of STRS'......Q............O...ll.....

Rosen letter to Raymond 9/13/89, re correction
of STRs, with attachment......cceeeececceccrcnns

Rosen letter to Raymond 3/3/90; comments from
Technical Order Validation of PDFA O&M manual,
With attachment'..l0..0.0.0....Q...'.O.........‘

Hise letter to Glowacki 8/10/90 with attachment;
response to Cure Notice/agreements reached
between TechDyn and WES. ® ® ® 9 0 @ ® 0 9 F F O O PO O " OO O OO PG

Rosen letter to Raymond 9/17/90; deficiencies
related to RSSF software acceptance test........

Rosen letter to Raymond 10/16/90 with
attachment; delivery of ICCE software and PCA
software'QQl...l.....'.......'..........0......0

Whittaker News Release 10/3/85; re 4C merger
With Whittaker'...'.l......'...I.l"....‘.......

Raymond letter to Hise 10/29/85; 4C acquired by
Whittaker, Hatchett now president...............

Raymond letter to Yenowine 2/9/87; 4C proposal
delayed due to recent merger....cccceeceececccees

Raymond letter to Yenowine 2/19/87; responses to
correspondence delayed due to reorganization....

Raymond letter to Yenowine 2/26/87; critical
design review response delayed due to
reorganization; working on C5 specS....cccocsese

Raymond letter to Yenowine 2/26/87; responses to
open action items delayed due to management
changes..'...0.’..0......O.....0.0......C.......

Raymond letter to Fourney 3/6/87; responses to
open action items delayed by reorganization.....

Raymond letter to Fourney 3/20/87; responses to
status delayed by reorganization....cecceeeecess

Raymond letter to Fourney 5/6/87; 4C name

changevo.o.o..o'oooo..-ooooo..---.oo...o.o..."'

- ix -

2890

2894

2896

2900

2903

2906

2908

2912

2913

2914

2915

2916

2917

2918

2920

2921



1261

1264

1265

1266

1373

1560

1601

1616

1634

1635

901

2006

3N

4H

10G

Raymond letter to Fourney 8/26/87; change in
program management for subcontract..............

Raymond letter to Rosen 7/5/88; merger of WCCS
With WES........'.0....'Q'.'O.l...‘..."'.......

Bohler memo to TDS 8/24/88; change of address...

Three-page Raymond letter to Hise 8/26/88;
novation/change of name agreementS.....cececeeee

Bohler letter to Hise 7/21/88; WES stoppage of

worko0c00000l..'000o00o00.toooo.-..oolo'oo.oo-oo

Yenowine letter to Raymond 7/9/85; test bed
facilities.........'.....'COO....O...........I..

Raymond transmittal of Monthly Program
Schedule...'..'0..0...0.....Q.......O‘......l...

Hise letter to Raymond 1/9/91 with attachment;
Technical Order Verification stopped due to many
problems with O&M manual....cceoeeeesseescoccsns

Khan letter to Raymond 3/6/91 with attachment;
WES to complete manuals as regquired by
contract.‘.'.'.IO..‘.QQ‘....000.0‘..0...0'00‘...
Khan letter to Raymond 3/6/91 with attachment;

WES directed to forward software items
im]nediately.........‘......"'....l'..'...'.....

Plaintiff/Appellant’s Exhibits Refused:

TechDynRevenues Chart....'....‘I....I..I...’...
Subcontract Changes ClauS€..cccececccssscsscnsss

Defendant/Appellee’s Exhibits Admitted into
Evidence:

Hise letter to S. Smith, 5/19/86; re technical
manuals and provisioning requirements...........

Paschall letter to Morrison, 5/21/86; comments
from program management reView. ® € 0 0 8 0 0 O 8 SO PO 00

Bohler letter to Hise, 8/5/88; WES stoppage of
work; responses to TechDyn’s contentions........

- X -

2928

2929

2930

2931

2934

2935

2936

2941

2944

2947

2951

2952

2955

2956

2958



10L

20K

20NN

23F

30G

41N

42D

43E

48E

53

60K

61B

108

108A

Rosen letter to Bohler, 7/26/88; response to WES
stoppage Of RCE WOXK.:.ccoeeooveessssssoncnsasnns

Rosen letter to Bohler, 1/12/89; Bohler letter
to Rosen, 1/18/89; 10 day Cure Notice for RCE
and response.'.......‘0...'0.'.'O..'l!.'......'.

Ellis memorandum to Morrison, 1/11/89; no
adverse action by ESD if WES RCE efforts
terminated. ® & & & & 0 0 & O 5 & O S O O O O 0 PSP e O e 0 S e N e 00

Rosen letter to Chilson, 10/27/89; request
Government define software test procedures......

Letter of 7/18/89 from Rosen to Bohler;
Subcontract/SOW requirements....ccceeeeoeceercce

Excerpt from Al Johnson’s notes, 7/25/85........

Fourney letter to Raymond, 4/30/87; items needed
for claim negotiations.......cievieeeieiceccnnnne

Hatchett memorandum to Freitag, 12/22/86;
contract status/stoppage of progress payments
due to unsatisfactory performance......ceeceeess

Hise letter to Raymond, 11/20/86; stoppage of
progress payments due to delays by 4C.....c.c00.0

Excerpts from TechDyn Claims 01 and 02, 2/10/87
and 4/25/880'....l'.’.‘.....000.....000.....00..

Rosen memorandum to Hise, 3/27/89; meeting
minutes discussing Partial Default Termination

Of WES......QO.‘...I...0.".....0.‘...........0.

Morrison letter to Johnson, 1/7/88; cost control
and reduction on ICCE projecCt...cceecescosscsens

Summary of Whittaker’s Counterclaims............

Amended Summary of Whittaker’s Counterclaims....

- xi -

2963

2965

2975

2976

2977

2978

2979

2983

2985

2986

3196

3206
3208

3209



TRIAL TESTIMONY OF
WILLIAM C. HISE

0786



S W N

L Y« S ¥

14
15
16
17
18
19
20
21
22
23
24
25

WILLIAM C. HISE - DIRECT EXAMINATION

see.

Whereupon,

Are we ready for the jury?
MR. BOEHLERT: Yes, sir.
JUDGE BROWN: Bring them in.

(Pause while jury is seated.)

1237

JUDGE BROWN: Are we ready for the next witness?

MR. BOEHLERT: Yes, sir.

I'’d like to call Mr. William Hise.

WILLIAM C. HISE

having been duly sworn, was called as a witness herein and

was examined and testified as follows:

A

Q

DIRECT EXAMINATION
BY MR. BOEHLERT:
Good morning, sir.
Good morning.

Would you please state your full name

address for the record?

A

William Curtis Hise. My home address

North Wakefield Court, Arlington, Virginia.

o P O P O

Are you currently employed?
Yes.
And where are you employed?

With TechDyn Systems Corporation.

and home

is 2454

In what capacity are you employed at TechDyn?

Heritage Reporting Corporation
(202) 628-4888
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WILLIAM C. HISE - DIRECT EXAMINATION
1238

A I am the Vice President and Director bf Management
Support Operations and I am the Chief Financial Officer.

Q I’d like you to start for us, please, with your
graduation from high school and would you please tell us
your educational and work experience up to the time that you
joined TechDyn.

A My education background is after graduating from
high school I attended the University of Illinois and
received a Bachelor’s degree in liberal arts and sciences.

I stayed on an additional year and received a Master’s in
political science.

Q What year was that?

A That would be 1949. 2And I received a J.D. degree
from George Washington University Law School in 1954.

Q So that was a law degree.

A Yes.

Q What did you do next?

A Following graduation from the University of
Illinois, I started working and finished law school actually
part daytime and part evening. I was called to -- I was in
the reserve forces, the Air Force, and I was recalled in
1951 during the Korean War and served two years in Korea.

I might as well go ahead now maybe and give you my
military experience where it intertwines.

Q What I think is most helpful is just a

Heritage Reporting Coxporation
(202) 628-4888
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WILLIAM C. HISE - DIRECT EXAMINATION

1239
chronological development if we can do that and if you can
blend the education and work experience, that would be
helpful.

A After I returned from the Korean War, I took a job
with the General Electric company in procurement and I moved
from there in a number of capacities in industry. I served
with Litton Industries, the Bud Company, all in contract
administration type positions.

Q What did you do there?

A I was -- at Litton, I was a senior contract
administrator and I went -- from Litton, again I was
recalled during the Berlin Crisis and served approximately
14 months, I think it was, on acti&e duty with the Air
Force. I returned, went back to Litton in the same basic
capacity.

Q What timeframe was this, Mr. Hise?

A That would have been 1961. I returned to Litton
for a short time then I moved to the Bud Company in the
Washington area. And then I --

Q What position did you hold with them?

A In all my work experience I’'ve been in contract
administration type positions, either as a manager level or
as a senior contract person by that time. I was again
recalled during the -- as I say, the Berlin Crisis and I

returned. Then I went to Page Communications, where I
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stayed for approximately ten years.
Q What did you do at Page Communications?
A I was manager of government contracts.
Q What type of business did Page Communications do?
a Page Communications was basically in

communications engineering systems design and installation
in the continental United States and also overseas.

Q And your role in that company was what?

A I was manager of government contracts.

Q What did that mean, Mr. Hise?

A That means that I had the responsibility for

preparing proposals to the Government. I had responsibility

for negotiating those proposals and then I had the

responsibility for either directly or supervising the
day-to-day administration of those contracts.

Q And approximately can you tell us over that ten-
year period how many contracts you would have been involved
with?

A Well, I would say approximately 10 or 15. Most of
my time at Page Communications was being responsible for a
major communications system that was being installed in
Southeast Asia and Viet Nam and Thailand during the Viet Nam
War.

Q What system was that?

A That was what was called the IWCS. It was the
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integrated wideband communications system for support of the
U.S. Army forces -- well, support of all of the forces that
were fighting in Viet Nam at the time.

Q Okay. So --

A And while I was Page, I was recalled for the third
time with the Air Force and I served -- this was in 1968,
during the Pueblo crisis and I served as the executive
officer for the 833rd Air Division at Seymour Johnson in
North Carolina.

Q What were your duties in that capacity?

A Under the air division, there were four Tactical
Air Command fighter units that reported to the air division
and my role was as the executive officer of the air
division, primarily responsible for administrative functions
on a command-wide level. |

Q And how long did that engagement last?

A Well, my engagement lasted a little over 12 months
and then I was released then from active duty.

Q Did you then go back to Page Communications?

A I then went back to Page Communications and stayed
there until 1975 when I left Page and sent to a company
called Aero-Maritime which was an international trading
company and I was there approximately two years.

Q What did you do with them?

A I was director of contracts, more in the
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international areas compared to government contracts as we
know it.

Q Okay. What did you do after that?

A I went froﬁ there to a company called TELCOM,
which had been a spin-off from Page Communications and I was
there where I left to go with TechDyn in June of 1980.

Q How did you learn obeechDyn Systems?

A The way I learned about it was I received a call
one morning from the president of the company, Mr. Morrison,
asking me whether I’'d be interested in coming aboard with
his company which he was at that time was in its very early
years. I think it had been formed in late 1978.

It had one or two contracts in existence and so I

joined the company approximately a year after it had been

operating.
Q In what capacity did you join the company?
A I joined the company as Director of Management

Support Operations.

Q Do you still hold that position?

A Yes.

Q As Director of Management Support Operations, what
is your responsibility?

A I have the responsibility for the contracts, the
finance, the personnel, tﬁe security and administrational

functions of the company which is operating in a number of
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locations.

Q Let’s go through those. You said you're
responsible for contracts. What is your participation in
the contract side of the company?

A At the present time, it’s slightly different than
it was perhaps in the early days in the sense that in the
beginning when the company was much smaller than it is now I
was the contract negotiator, I was the direct hands-on
manager of the contracts that existed.

Today, we have a number of contracts so I perform
a supervisory role. In addition, again, being a very small
company, I get totally involved in the actions and decisions
on all of the contracts that we have.

Q Do you do that on a day-to-day basis?

A On a day-to-day basis.

(Continued on next page.)
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Q You said you are also involved in the financial
side of the company.
A I carry the title of chief financial officer.
BY MR. BOEHLERT:
Q What does that mean?
A Well, that means that I'm basically responsible

for the financial operation of the company, which includes
the accounting operation, the day to day accounting
operation, the payroll. Those types of things, plus the
issuance of financial statements and those kinds of things.

Q How is the company’s financial organization set
up?

A I guess one way to explain it would be, it’s
basically multi-tiered in the sense that there’s the area,
the accounting department that deals with the direct
documents that end up in the various ledgers and eventually
into the financial statements. Those individuals are people
who record the payments. They record receipt of invoices.
They make sure payments are made as required. And also the
invoicing activities to the government.

Q Is there another level?

A Yes, then actually those documents which are the,
basically the primary source documents for the accounting
department are moved forward into a project ledger for each

of the. contracts that we have. And those ledgers record all
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of the costs associated that are directly related to that
particular contract.

Q Is there another group of people, or a level in
your organization that does that?

A Well, again, being a relatively small company,
individuals perform more than one function. The accounting
department is approximately six people. So, there could be
the same people performing more than one function, but it’s

a different activity in the sense of what they would be

doing.

Q Do all those people report to you?

A Yes. Let me -- you want me to go ahead and
£inish? |

Q Yes, please. Explain how the financial

departments work.

A In addition to the so called project ledgers that
are established on each of the contracts, there is the
indirect costs ledgers that follow the same basic procedure.
We’'re paying rent, or we'’re paying utilities on a building
or whatever. Those normally would go into indirect ledgers
and the same general procedures of paying bills and
receiving invoices and all that happen in that case.

Q Who prepares those?

A Those are prepared by the accounting department

under my direct supervision.
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Q Do you know whether those are reviewed by any
outside source?
A We are constgntly reviewed, particular from the

accounting and finance aspect of the company by the defense
contractor audit agency, which reviews our proposals for
indirect rates for the coming year. They audit the year end
audits of our accounts. Then periodically they come in and
perform what they choose to call a survey of your accounting
operation to determine whether it is being run in a manner
that meets the government’s standards. And we have just
recently, within the past eight months, had one of those
that has been for a continuing basis over the years.

Q Were the results of that conveyed to you?

A The results of that were conveyed to us, in a

letter and it indicated that our accounting system was

satisfactory.

Q Is there any other level in the financial
organization?

A Yes. In addition to the ledger for each contract,

the general ledger of direct costs, there is, as I
indicated, the indirect costs. And those, then, are mated
in a, what is a summary contract ledger document, which is
put out on a monthly basis, which gives the total cost for a
contract, which combines the direct charges and the indirect

charges that would be applied to that contract.
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And that would be the final level prior to the

preparation of the financial statement of the company, which
is done on a monthly basis, on an interim basis. And then
yearly it is audited by the outside accounting firm, in our
case, Arthur Anderson & Company.

Q And are you provided certified financial
statements on a yearly basis?

A We are provided certified accounting statements
from Arthur Anderson at the end of the year, yes.

Q You said you are also responsible for personnel,

is that correct?

A Yes.
Q And what is your responsibility there, sir?
A The manager of personnel reports directly to me.

I review the hiring, not only the practices and the policies
that relate to hiring of personnel, but again, in our case,
being a relatively small company, I review most of the hires
that are made within the company, to make sure that they

meet the requirements that we would want for that

individual.
Q You also mentioned security.
A Yes.

Q What is that?
A Being a defense contractor, we, and many of our

contracts do have classified portions performed on those
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contracts, we maintain a classified secure facility. Again,
the government, with its investigative service, comes in and
reviews our procedures and our hiring practices with regard
to people being brought in on board. We process the
clearances that they would need to do that work. We at
TechDyn have a top secret facility for use of classified
material, we have a secret storége facility.

Q The last function you mentioned was
administration. What are you referring to there?

A I guess one way of putting it would be everything
else. But it’s basically the administrative functions that
the company would have from running a courier service as
needed, the sec;etarial staff, the receptionist, the
mailroom. Those types of things. So, it’s administrative
requirements that a company like ours would have.

Q Would you say that things run smoothly?

7 9 Yes.

Q Are you familiar with a prime contract that
TechDyn has with the Air Force, for the Icelandic Command
and Control Enhancement project?

A Yes, I am.

Q And are you familiar with a subcontract that
TechDyn had with Whittaker’Corporation regarding that
contract?

A Yes, I am.
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Q And how did you become familiar with that
subcontract?
A Well, I became familiar with it in the sense that

I was involved in the negotiations of the prime contract at
which the 4C Corporation, which was the predecessor of the
corporation to Whittaker, was a directed subcontractor from
the Air Force to us on that procurement. We received from
the 4C Corporation at that time a p;oposal that was
incorporated into our submission to the Air Force. We
negotiated that contract, we in turn then issued a
subcontract to Whittaker for their performance of the so
called PDFA, the processing display functional area, of the
contract, which was the directed poftion of that contract
that we were obligated, under our prime contract, to

subcontract to 4C.

Q Were you personally involved in that process?
A Yes.
Q Mr. Hise, I'm going to place in front of you a

document that has been previously received in evidence as
Plaintiff’s Exhibit 22A3. Before we do that, Your Honor,
may I get a clarification from you? It is my understanding
that the contents of these binders, everything up here, has
been received in evidence. 1Is that correct?

JUDGE BROWN: The 22 series?

MR. BOEHLERT: Yes, sir.
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JUDGE BROWN: Yes. Twenty-two A, one, two and
three.

MR. BOEHLERT: I think there is a four and five as
well. '

JUDGE BROWN: Is there?

MR. BOEHLERT: Yes. I place before you what has
been previously identified as thé modification number 3 to
this contract. And refer you to the statement of work. And
I ask that you please refer to paragraph 3.6.3.1, caption
pre-operational support. Do you have that in front of you,
sir?

THE WITNESS: Three point six point one?

BY MR. BOEHLERT:

Q No, 3.6.3.1.

(Pause.)

A Yes, I do.

Q Okay, would you read that please?

A Three point six point three point one, pre-
operational support. The contractor shall be responsible
for providing complete logistic support through the OT&E of
the FOC system. This effort shall include, but not be
limited to supply support, maintenance support, technical
support, providing necessary support equipment, maintain,
paren (including collaborati?n of the support equipment)

close paren, preliminary technical orders and necessary
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maintenance.

Q Are you familiar with that paragraph of the

subcontract?
A Yes.
Q Mr. Hise, did there ever come a time during

contract performance that an issue arose between TechDyn and
Whittaker regarding pre-operational support?

A ' Yes.

Q Tell us what happened.

A There came a point in time when Whittaker
Corporation refused to furnish the pre-operational support
as required under the paragraph as it related to the PDF@
portion of the contract. '

Q And what happened?

A At the time that Whittaker refused to provide that
support, we on one occasion, the only way that we could
obtain the equipment as it pertained to the RADIL, which was
the integral part of the PDFA, or the equipment portion of
it, we had to purchase from Whittaker, or at least issue
them a purchase order, for them to provide basically what
they were required to provide under the contract.

i Q Do you recall what that was?
A - If I recall, it related to a disc drive, or
something of that nature.

Q Was a demand made that Whittaker, pursuant to this
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Q So to determine the subcontract price for the
remote control element, what would one do?

A One would add those two together.
And do you know what that number is, sir?

I can figure it up real quick.

o P O

Why don’t we do that.
(Pause.)

A By totalling those two numbers, I get the figure
of $405,012.

Q Do you know whether Whittaker completed the remote
control element on this project?

a They did not. i

Q Do you know whether Whittaker has been paid any
mohey with respect to the remote control element?

A Yes, they have.

Q How much?

A My recollection is that they were paid $385,000
plus -- it was approximately $385,000.

Q And on what do you base that conclusion?

A I base that on the conclusion that that was the
figure that was included by Whittaker in submission of a
progress payment to TechDyn in which they indicated under
CLIN 2AB they had incurred $385,000 plus for the RCE effort.

Q And was Whittaker ?aid those monies?

A They were paid those Mmonies.
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(Pause.)
MR. BOEHLERT: Your Honor, I’'d like to just check

with your clerk to confirm something and then I can move on

quickly.
Is Exhibit 117 in evidence? I think it is.
THE CLERK: Yes.
MR. BOEHLERT: Thank you very much.
BY MR. BOEHLERT:
Q Mr. Hise, did there come a time during subcontract

performance that the issue of test beds arose?

A Yes.

Q What happened?

A Originally as part of the'negotiation between
TechDyn and 4C Corporation, the subcontractor, directed
subcontract Whittaker or 4C, agreed that they would furnish
as part of the joint negotiation a facility to TechDyn to
operate the test bed for the ICCE system.

Q Was there any agreement on whether or not
Whittaker would charge TechDyn for that?

A There was definitely an agreement that they would
not charge TechDyn for use of that facility.

Q And was space indeed provided by Whittaker for a
test bed?

A Space was indeed provided and there was no charge

made to TechDyn for a considerable period of time.
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MR. BOEHLERT: Mr. Hise, I want to place in front
of you a document that’s been marked as Plaintiff’s Exhibit
1560 for identification.

(Pause.) '

JUDGE BROWN: The witness wants some water we’re

at it.
(Pause.)
THE WITNESS: Thanks.
(Pause.)
MR. WORK: What was the number?
MR. BOEHLERT: 1560.
BY MR. BOEHLERT:

Q Mr, Hise, I place in front of you Plaintiff’s

Exﬁibit 1560, which purports to be a one-page letter from
TechDyn to Whittaker dated 9 July 1985. Do you recognize
that document?
A Yes, I do.
Q Okay. And what is it?
A It was a letter that we sent to 4C on 9 July 1985
to the attention of Ms. Raymond.
MR. BOEHLERT: Your Honor, I move Plaintiff’s
Exhibit 1560 into evidence.
JUDGE BROWN: Any objection to 15607?
MR. WORK: No objeetion.

JUDGE BROWN: 1It’s received.
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1 (The document referred to, having
2 been previously marked for

3 identification as Plaintiff’s

4 Exhibit 1560, was received in

5 evidence.)

6 THE WITNESS: The letter is subject subcontract
7 125-001; test bed facilities.

8 BY MR. BOEHLERT:

9 Q Would you please read paragraph 1?2
10 A "In order to set up the test bed for the subject

11 subcontract, TechDyn has certain space and power

12 requirements. During a visit by our engineers to your

13 facilities, bay area 5 appeared to bé best suited for our
14 needs. Our requirement for approximately 300 square feet,
15 power and cabling to the crypto room wéuld be satisfied if

16 this area was reserved for use by TechDyn."

17 Q And was such a space reserved?

18 A Such space was reserved.

19 Q Did TechDyn set up a test bed?

20 A TechDyn did set up a test bed at the 4C facility.
21 Q Did there come a time that this situation changed?
22 A Yes.

23 Q What happened?

24 A There came a point in time when the 4C Corporation

25 which I think by that time had been acquired by Whittaker
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closed a part of its facilities in Torrance, California and
moved most of their operation or a substantial portion of
their operation to Carlsbad, California, down near not too

far from San Diego.

Q At the time of contracting, was that move
foreseen?
A That move was not foreseen at all.

Q What, if anything, did TechDyn do in response to
that move?

A TechDyn did in fact move its facility to the
Whittaker facility at Carlsbad and reestablished the test
bed in a facility that Whittaker had at Carlsbad.

Q Did TechDyn incur any costs associated with that?

A Yes, thef did. They incurred the cost of
dismantling -- reestablishing the test bed, testing it out,
getting it operational and, in addition, the actual movement
of the equipment from Torrance to Carlsbad.

(o] Did there come a time again that the issue of the
test bed arose?

A There came a point in time, again, when Whittaker
decided that they no longer were going to permit TechDyn to
have a test bed in its facility at Carlsbad or for that
matter any place else and we were told --

MR. WORK: Objectioﬁ. No foundation.

MR. BOEHLERT: Your Honor, he’s explaining what
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happened.

JUDGE BROWN: Well, I guess it’s when he got to
the "we were told" part.

MR. WORK: That’s right. Just that.

JUDGE BROWN: He’ll have to establish who told who
what.

BY MR. BOEHLERT:

Q What happened, Mr. Hise, with respect to this
issue regarding the test bed?

MR. WORK: Objection. That’s not a foundation
question.

JUDGE BROWN: Lay a foundation for his
participation in whatever he’s going ﬁo testify to and then
we can get around it.

MR. BOEHLERT: Okay.

BY MR. BOEHLERT:

Q Mr, Hise, did you again personally participate .in
any issue with Whittaker concerning the test bed?
A Yes.
Q What happened?
A In a meeting that was held in Carlsbad --
MR. WORK: Objection. No foundation.
BY MR. BOEHLERT:
Q Were you at the meeting?

A Yes. In a meeting in Carlsbad in which I was in
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attendance, we were told by the president of the Whittaker
division that we were to get out of their facility.

Q When did that meeting occur?

A If I recall, it was in the July ’88 timeframe.
The exact date I don’t recall.

MR. BOEHLERT: I have a document that I’d like to
pPlace in front of you that I’ve marked as Plaintiff’s
Exhibit 385 for identification.

(Pause.)

(Continued on next page.)
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MR. BOEHLERT: Please turn to tab 385.
THE WITNESS: What is the number?
BY MR. BOEHLERT:
Q Three eighty-five. Do you recognize that
document ?
A Yes, I do.
Q It’s a letter from the Whittaker Corporation in

July of 1988, dated 18 July, to be exact, to TechDyn, to my
attention. And the subject of the letter is test bed
facilities.
MR. BOEHLERT: I’d like to put Plaintiff’s Exhibit
385 into evidence.
MR. WORK: No objection.
JUDGE BROWN: Plaintiff’s Exhibit 385 is received.
(The document referred to, having
been previously marked for
identification as Plaintiff’s
Exhibit 385, was received in
evidence.)
BY MR. BOEHLERT:
Q Would you please read the first paragraph?
A "An agreement which set up a test bed for the ICCE
IOC System, was reached between WES, then 4C Corporation and
TechDyn Systems as a result of referenced letter and the

stated ESD desire for an IOC test bed. This agreement was
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extended by mutual consent during negotiation of
modification 003, to subject sub-contract to encompass FOC
testing and training."

Q Do you agree with that last statement? This
agreement was extended by mutual consent during negotiation
of modification 003, to subject subcontract to encompass FOC
testing and training?

A I agree with it, and I would have been a party to
that negotiation, and I think I indicated earlier in my
testimony that that had taken place.

Q Okay. As of the date of this letter, 18 July
1988, had FOC testing and training been completed?

A It had not.

‘Q Would youAread the next paragraph please?

A In as much as the original period of four months
has been extended to the present time, more than 22 months,
it is requested that TechDyn remove the CFA equipment from
the Whittaker facility and make arrangements for the FOC
system test and training at another facility.

Q What, if anything, did TechDyn do in response to
this letter?

A We did remove our equipment from the facility.
And we rented a facility at another contractor building in
the, namely the VEDA Corporatibn, in Simi Vvalley.

Q I ask you to look at the document marked as
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Plaintiff’s Exhibit 394 for identification.
{Pause.)
A Yes.

Q It is dated 5 August 1988, from Whittaker to

TechDyn.
A Yes.
Q Do you recognize this document?
A Yes.

Q What is it?
A It’s a letter form the Whittaker Corporation dated
5 August 1988, to TechDyn Systems Corporation, to my
attention. And the subject is subcontract 125001, CFA
equipment.
MR. BOEHLERT: Your Honor, I move Plaintiff’s
Exhibit 394 into evidence.
JUDGE BROWN: Any objection to Plaintiff’s Exhibit
3947
MR. WORK: No objection, Your Honor.
JUDGE BROWN: Plaintiff’s Exhibit 394 is received.
(The document referred to, having
been previously marked for
identification as Plaintiff’s
Exhibit 394, was received in
evidence.)

BY MR. BOEHLERT:
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Q Please read the second paragraph there.

A The second paragraph reads, "By reference B, WES
requested that TechDyn remove the CFA equipment from WES
facilities. As of 1 July 1988, the WES facility at 6190:
Yarrow Drive in Carlsbad, California, was vacated. If
TechDyn does not remove its equipment immediately, it will
be liable for the $26;000 per month rent for the Yarrow
Street building."

Q Prior to this time, had TechDyn been either  :
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