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ALUCIRE

After reviewing 5. R, “apiris's cessrendum deted Novesber 17, 195L,
in which, among other things, there was & detailed dessription of
Harahaw's proposal dated Nowvesber 1, 1954 for meirtaining the re-
{irery in & stenddy cendition, the Aeting Dirsctor of Preduction
sdvised by mewoandom dated December 31, 1951 that we abould pro-.
cocd to negeticte with Marshaw the best possible arrmngenent for

Mn&ouﬁnmhmnraWMhmy
1957.

4 meeting with Harghew has boen arrenged in Clevelsnd for Februvary L,
125+ For the purposs of identifying, dut not necessarily resolving,
the mriaury prdbless in comeotion with this saltar, F. P,
he » Fewaamn, Jo O3 "inkles and tha undorsigned met for a shord
whils o Janmary 28, 1955, There follows an identificstion of the
problems which rere developed, snd which should be discussed agalin
Prior to eutering the negetistion in ordor to determine s definite
Lpproashs

1. mmummmmmamm-mmu
of Jumary 1, 1958, In a previcus meeting with larshew on
Jotober 15, ws&,-mmumz.mu-tu-uql.law.
It s my underwianding, howsver, that Mr, onds suboequently re-
nmmmummntbmbmmmusqumL
In the 'ecomber 31 memorendus, ashington uaed the Jamary 1,
1957 dates . ke word Yeatandby*® 'as been used retlier lonesly and
wo muss make & detesmination as o wiether we actuslly sant the
standby period to run thyough January 1, 1957 or whethes that it
is the dete Uorough wbish we might sequost Hermbaw to operats
the plant, In the previcus meeting, timt date mas conaidered as
me throuh wiieh they might be required to oparate, ITis cen~
cept roull effectively reduce the actual stamdhy period by some
aiz (6) cr eight (8) menthe in view of the faet that we wowld
m«uanmx-mmmumﬁoms .
nmmmuupmw.m-mumumumu
the plant for a peried of only a fow mwontha, In the previous
mooting, for sxample, we had considered & fim)l notice date of
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2.

3o

1, 1956 as reasomsble. If we Lac not given notice of
to operute on ar bafore that date, llarshaw rould then
of further responeibility except insefer as they
might involved in dizpooal of @vorrsent-owned property,

be
It was ny wdcpstanding that 1, Dowling intemded to check
this point fwrther with r, ende and possibly with “ashingten,

“® feal that Harshaw's proposal is substantially on the high

wide so far ar monstary congidersiions are conocrned, and we
hould maice an attempt to negotiate the test possidble monetary
wurangesent, It appears that obtaining anything better tham
mmluuhmwnant,umhpmbh.u
Mummtmcmmmm-mnmwutm
mmmpm-nmmwmuwmr

trat ve get out., Purthermore, we at the moment have no cone
mnmmu-uymunommcmmnubumuarw
ptecber 30, 1955, mmtmtnmatmmm.

Ca
As sug ests! by fashingten, we should endeawor to include in
any contrect, sxtangiog,cancollation or terminetion rights
without additional cost to the Covermment., Ia recard to this
poimt, the Horshew (ropomal is samewhat difficult te interpret.
They state " In case of cancellation by the Coveroment...., the
Jovernmant will pay as a cancellation charge £60,000 loss the
length of notice of cancellation given in months times 415,000,
"s feel that with notice of four (') months, we can make sibe
stantial progress towssd utilization of the plant for our own
purposes wheress 1t will not 1ilely be Aifficult for the ot
miseion o give this much notice.” It appears %o the writer
that Harshaw intends that we pay them the $15,000 per month

oc of their tui and that, in
any event, we would give them four months notice prior to the
tine of vacating the planty Should we vacate within teo months
after notice, they would stdll want us to pay them 2 four month
charge of $60,000, This mattar should certainly be mede clear,

Harahew has proposed that we pry them “15,000 per wonth, in
adiition to actusl costs of stenddy, for any period subsenent
to September 30, EssmmwhldxtbplutUnﬂbMapo-
rated, Under the present contractoal arrangement, in which we
fre ot required o entirely vecats the vlant wrtil Septesber 30,
1955, we are paying Harshew sbout 3,500 per month, It wou 14
Seam reasonable as & negotiating point that we should contirme
to pay the ¢3,500 through that cate and not start the payment of
215,000 per monmth until that time has expiredy It is probadble
that Harshew will ret agree to ouch an arrangement, but we should
at least make an attexpt in this respec ty
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Harshas has slleged all slong that the whols building i3 umelsss
to thes as long as the refinary utilises a part of svch bullding.
If 4% should develop, howower, that larshaw finds & we for a
portion of the building, arrangmsent should be made for an sppro-
priste sbatemewt in the 815,000 per month chasge.

In thedr proposal, !arshaw declined to meke any specific offer
in respect to their \tilizine the refinay far their owa pure
posee, In view af this ocecliretion, it will probably bs une
necessary to cover this poind in & cemtract modification, As

I undegwtand it, hovever, we wuld probably be willing te ne-
gotiate an arrengesent st s liter cate which wuld permit thea
%o use the plant, moviding we would realize & worthwhile abaie-
merd in the manthly charge, and providing the plant could be sui
back in operstion in the Jength of time we would require.

1f we should permit farshaw to use the plant for their own pr-
poses, Lhey should ptand the cost of plscing the plant in the
same concitisn that it would huve been in had 1t besn meirtained
in standdy, The Commission would then stand the cest of «onverting
m-mmmbwmmm-munmuu

it %o be oparsted,

In respoct to allowable costs for standby and costs allowed in
determining tnii prices of material under an opereting condition,
ve are in no position to attempt to change the basis for re-
{mbureesent. This contrect was nepotisted long before MACCel7
and the pattern of pricing has been well established,

will undoubtedly insist upon the cmme type of pricing arrensemcnt
and, should we suggest any changes to thelr dissdvaniage, ey
would no doubs demand an adjustment throuch the prolfit factor,

Uprahew declined to make any offer for the purchase »f (overmuent-
ownad equipment. This mattar can be left te future megotiation

as afropriste. On this point, ¥r, inkles pointed out that cere

Lain legal implications would hawve to be glvem dus consideration,

Pecause Harshew will be paid its costs, or such estimated costs
would haye to be inoloded in any lump sus type arrangsmsnt, for
mein aining the plam in standby, it becomes important thet we
define to the extent practicable the term "standby”, e cencluded
that any definition would certainly not be all inelusive and that
mmmwumwezellumuwumm
dition in +hich the plmat should be maintained, Furthersors, we
eould inspect the plant periodically and direct or request Harsiew
to 4o cexrtain work on the equipment rhich vould be reisbursable.
There 18 a vast difference, howevor, betwean "cold storsge” and
sase more active standby conditions I beliswe that the comtract
nodification should be stméwhat definitive in this respect.
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