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Dear Sir

1

revision until we agree upon the detailsThe fonowing proposalsj which are t
of a supplement to W-7ho$-eng-276o be considered subject to further'\will serve as an outline.

-

P80PCSAL NO. 1 .

1.

Plant C in stsndby condition of suchHarshaw will at the expense of the Co
.
I *

W-7h05-ong-276 as amended for thea re riod of four months, subject to all tmmission place and maintain
(kcharacter that it can be started withihe conditions which were provided iThis standby period will end not lat

n

standby period which ended September 30
1,

n j
er than January 1, 1956. , 19$h. I )2.

start up the plant for the procuetionHarshaw will at the direction and at thN

,

j
given not later than January 1

-

of JH-6 provided direction to do so ie expense of the Commission
1

, 1957.
];3.- s

to he ascertained in the same manHarshaw will, at the direction of th
e commission /

to date and administrative lettersner as provided in W-7h05-en,t-276 asand for compensationplant af ter start-up until January 1pertaining to price and costs amended, 1936.
b. , operate the ,:

ut. the plant, the Government shall vaIf Harshaw shall not be directed befof
h ,

cate by no later than January 1re January 1,1957, to start
t

$. ?

six months after cessation of operatiIf the plant is reactivated, the Gove, 1958

rnment shall vacate withinon.
6. The b-

195h when the plant iscontract shall provide that at all time.h
September 30

$15,000 per m,onth space rental in additinot being operated, Harshan shall rec is subsequent to
standby in the entire Plant C and p

'
.

erforming any other serviceson to the actual costs of maintaininthe Commission and acreed to by Har h e ve

requested by |,^gs aw.
i

IROPOSE 10 !;P

Same as proposal No. 1 except that H
i

'

9403230143 940315 arshaw sha.t1 have the right to
,

PDR
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I.:r. F. R. Dowling, Director
,

P. D. Box E
, Oak Ridge, Tennessee November 1, 195h \

p {

not hcwever to interfere with start-up anduse any part or all the plant space and/or eq i
\

> \
u pment for its own purposes,

such possible future Harshaw operationsabatement of rent will be on a prorata basis fany changes to be restored.
The

As it is impossible at this timeor the floor space occupied byliarshaw Chemical Companyto foresee what if any equipment or space i
|.

,

we can not make any offer except abateme tn Plant C will be required by The!
on the basis of space use,d and an agreement
cent rental at the time of such possible futuas to t he consideration for equip-

i in of rent
,

re use. '

i

FROPOSAL NO.1 !

Plant C no longer exist, The Harshaw ChemicalSame as No.1 or 2 except that when the Cf
overnment requirements forthe Government owned equiptcent.

Company will make an offer for j

'Je can now see no immediate use requirement bevaluato the probabic value of such equipmentAt that tiro we will be in better position t i

to The Harshaw Chemical Company
o

e
y Harshaw. .

and administrative letters regarding mark-upIn all cases, it is understood that the pr;

ovisions of W-7h05-eng-276,applicable.
, etc., will be retained so far as j

{

of January 1, 1958, the Government will pay aIn case of cancellation by the Government pri
less the length of notico of cancellation or to the expiration dateg

s a cancellation charge 360,000 /feel that with notice of four months we cagiven in months times
-

utilizat,icn of the Plant for our own purposesn make substantial progres,s toward815 000 ':e

difficult for the Commission to give that much notiwhereas it will not likely bew
;' ce. t

i
Ycurs very truly, a

e

THE HARSHAW CHDAICAL COMPANY
.N '

.f'

.W W Ifl
G. R. Fernelius b

GRF/dle Marager - Plant C * '

cc: 2 ex attached .
'
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DATE: February 9, 1955FRoM

, Ralph Elson, Chief, Contract Coordination Branch
m

wnjrcr: CQPIRACT W-7h056NG-276 - HARSHisW CHEMICAL 0019ANY
,

|

\

SDBOL: ADC:RE,

~

~

As a result of a memorandum dated December 31 Director of Production, and correspondence b t,195h, from the Acting
t

.

and Harshaw Chemical Company, a meeting was held ie ween Oak Ridge Operationsk land, Ohio

an arrangem,ent under which the Plant"C" Refineroffice, an February h,1955, for the purpose of nn the Harshaw Cleve-
;

in standby condition until Januar
( egotiating'

y could be maintained
signed, thoso in attendance were:y 1,1957. In addition to the undera m

!
Harchaw

.0EE
W. C. Hovey, Vice President!

W. H. Brown, Attorney 0. R. Fernalius, Manager for AEC ProjectsE. A. WondoI
-

{ F. R. Dowling
;

J. C. Winkles
i

A. W. Neumann
Since the mooting, a toletype dated February 7

'

from the Manager i

Or.0, to the Director of Production, 1955 was dispatchedj

explaining the su,bstanco of the agreement finally r , hshaw. Furthermore, a pro such tehtype
eac ed with Har- .)contract, which will cove" posed Modification No. 81 to the subject

.
_i jrepared.

the matter in more detail '!
The purpose of this memorandum, therefore, iis now being'some of the discussions . leading to the final agr

'-

.

s to explainunderstand it. ,

in writing a revised proposal reiScoting theirHarshaw agreed at the meeting to submit to thiseement as we now |

revised proposal has not yet boon received. offico I

understanding. That -

Mr. Wende opened the meeting by stating that ou
Harshaw's proposal dated November 1,195h had r delay in responding to
. sity of making a detailed review and study of our position in view ofnational security requirements.

.

resulted from the neces- !e

i

until January 1,1957.quirements made necessary the availability of the PlWe had now concluded that those rc~.
;

November 1,195h proposal for payment by the CHe further stated our feeling that Harshaw'sant "C" Refinery
( ,

'

month starting October 1,195h, in addition to thommission of $15,000 per
'

costs of standby services, seemed to be coewhat e payment of actual (
unreascnable and - -

''

6'
ug-

,pyy$7,.SOI 78
,

'd b'. . .



. _ . _:
..

,

Filo
-2-

February 9, 1955

He pointed out our inability to fullconsiderably higher than we would expect t
y comprehend the reason for Harshaw'o pay for sach an arrangement.now proposing to chargo

previous standby arrangem$15,000 per month, whereas they had
month, that charge remaining in effect du ient, charged only approximately Sh,000

s
under a

standby from October 1,195h through Geptr ng our occupancy,withoutper
ember 30,1955.

Mr. Hovey then explained in some det il
:

as follows:
Harshaw's position in the matter

a

1

the general Harshaw manufacturing fThe building in which the refinery is
precious piece of property to Harshaw contained is located within
cated apart from the rest of their plantacilities and is therefore a
on a nominal basis. convenient area, Harshaw might voll be winiIf the building were lo-

.

and in 'a less valuable or
now available to them, they would undoubt dlIf the buildinC in its present locationg to simply rent it
business with a resulting normal pr fiy use it for Harshaw's

e n were
o t factor.2

provas to be successful, and they haveThey presently have a new process in the pilot plant stage.
it will in the immediate future If it

, they would proceed to install thaevery reason to believe thatbuilding. manufacturing version of that process i
1957, they may well have to inctallIf they allow us to occupy the buildin the Plant "C" Refinory
their present plant area costing ina new facility just outsidong until January 1,

excess of $h00,0003.

to ascertain the book or market valPrior to the meeting, Mr. Neumann h da

contacted Harshaw in an attpying.\

to base any occupancy charge or chaHovey stated that it would be entirelyue of tha property we are occu~empt
'

the book value, which is now $125 000rge for loss of production onunreasonable to try
~

property and its production value to H
,

7
The precious location of the

,tor. .

well in excess of $800,000He stated that the cost for duplicatinarshaw is the determining fac-
g the building would beh.

that part of the building not takeThey could now use the whole buildin
g but have no present use forOut of an approximate total of 65 000n up by the Commission's Refinerytakes up about 35,000 squaro feet

'

square feet, our equipment
,

the building, .

Should they find a use for the remai dand high bays. in view of the fact that it contains three sto i, that being the valuable part ofThe remainder of the building is on thr es
agree to an appropriatedaatement in then er of the building, they woulde ground floor.

-

however, be extreenly reluctant to usmonthly charge.
we might at any time wish to place the any part of the buildinThey would,
the Coretissiantwas their feeling that operation of the Re Refinery in operaticn. g if' '

It

s uso of the whole building, thus placinefinery would then require
^ _

g them in a

f

|

. . . .
......-.... .._.= = /do

p ee* f 1 1* -
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In other words, they could not plan for cprecarious position so far as using any part of it is ccncerned. %

Harchaw plant was discussed briefly and fconnection, the possibility of our utilizingontinued use. In this
other space in the '

the involved costs if Harshaw were to ustated that the Commission would certainly hurthermore Mr. WendeC

ave to stand some ofing for their own purpose and then have tose a portion of the build-operation.
reconvert for Refinery G

5.

cpplying it to the building in question thHarshaw had computed factory profit on th ie r whole plant, and in C
in factory profit of $21,000 per month ifey arrived at a lossand not operate.

profit of $21,000 has, in effect, been guarIt is significant to note here that a monthlwe continued to occupy
,'

9
operatians under the subject contract y

anteed for previous
presumod that they could make the same. Their figures of course

_

question as in other portions of their plantprofit on the space b O
out that their computations must have includ d Mr. Wende pointed
and use of manufacturing equipment in place

.
,e nanagement effort

would not be required in the proposed standband that those things 9
though Havoy never agreed with that c y arrangement. Al- _

equipmont, he did state that the virtual absoncept h respect to
effort was cne of the reasons for their qu tience of management Oof 015,000

por month rather than $21000 ng to us a figureo

In summary, Mr. Havoy stated that Harshaw
.

6 , .

O
have the space for their own use than to e twould certainly rather.

\arrangement with the Comission. n er into a standby
of production capacity.that they should be well and equitably coin any event, they felt stronglyi O

mpensated for their loss -

Umler the present contract the Comissi
with no requirement as such for Harshav toon is allowed to occupy the plant,

O
dition, for approximately $h,000

per month during the period October 1 maintain it in a standby ecn-195h through September 30, 1955.

This natter was discussed at considerablin effect prior to October 1,195h, the $h 000
Also, under the O

standby arrangement ,

charge was applicable,
,

an increased mmthly amount until October 1a firm stand that the Comission should in noo longth, with Mr. Wende takingO
event be required to pay

Harshaw's Novomber 1,195h proposal was basedof the period subsequent to our precent contr, 1955, that being the start
actual occupancy rights #

their boing required to maintain the Refi, among other things, up. .

and a requirement to operate the plant for thnery in a standby condition on '

mcnths' notice

ious standby arrangements and Harshaw contThese two factors were not a part of thee Comission upon four
0cupincy or prev.

the increase from $h,000 to $15,000 was d present oc=
of these factors. ended that ,

chaw had, of courso, plannod that the plant win agroain6 to the present occupancy setupue in part to considerationO !

'

, Har-

ould be turned over to
i

g
..q

,
!

. . . . . .
. . _ . . _. ... , _ . /// ''
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I
them completely at least by September 30

, . a55

and they must be compensated for loss of pr'a centinuation of occupancy or standby, thost
,1957i

,

our part with their operations for a lengthy
(c',

I
! h'Wende explained that actual standby er maintenanco .

'Sextremely meager, consisting probably of nly hf
.

r

sibly one man to check the sprinkler system froeat anu,
that wo were really shooting mainly for af

,

m time
occupancy arrangem,ent. continuati' 9
coming contract modification need not containFurthermore, it was emeludeo

| '

|

option or requiremont for Harshaw to operate theany definis. 9
that Harshaw would be wi.111ng to operate ifplant. It ~
ration requirement arisos.gotiations in respect thereto could be handlednecessary and that , O

the Co=ission would have the right to brincould not, if the need should arino, agree cn oper tiIt was agreed that in case the partiesat the timo our opes
O

,
'

g in another operator or
' ga on by Harshaw ,,

operate the plant itself.

At Vende's request, the Harshaw peoplo reti s\ 9
the present acnthly charge until September 30the. purpose of revising their proposal to ref1 red &cm the meeting forT\cet the continuation of
pancy arrangement cnly without any extensive standb,1955, a virtual occu-N
the plant for the Comission. services, and the elimination of any definite req i

,

y maintenance

They were asked to pr'. pare their pro-
-

Iu rement to operate
posal on the basis of occupancy until January 1 e,

ment, restore the plant, and turn it over to H r hperiod of five months in which the Commission wo,uld di1957, with a furtherspose of equip-
ccasiderable di.scussion as to what might really ba s aw. There was 9
taining the plant and equipment and it was ce required in main-more than normal protecti cncluded that nothing

'

_tions, would be necessary.on of the building, with periodic inspec-
egandby work could be retained in case wo should fThe present reimbursement provisions for4

$ !

require Hershaw to do soma maintenance work
^

rom time to tina J 1

The Harshaw people G.
!

tinuing the present approximate $h 000 pereturned to the meeting with a proposal for ecn
i

.t
'

Septenber 30 i

1955 w r month charge through %.i
13 -

during our oc,cupanc,y.ith a charge of S20,000 per month thereafterBased on occupancy through June 1,1957 (in~

t

eluding the five months disposal and restoratic
revised proposal was $32,000 3 css than their Novemb

-

n period), this % !posal.

Wende declined to accept this proposal and er 1, 195h pro-
opinion that the $15,000 per month proposed by H

,,

offered his
vould be equitable and fair to both parties pr

.

arshaw originally I
charge did not start until October 1,1955ovided that such . i

i

the two positions were thoroughly exploredThe relative merits of
.

.

Mr. Hovey finally agreed to Mr. Wende's off, and after another recess, O I

other conditions discussed below. er, subject to certain
This resulted in a saving to the

_- -

, , g ,9 ,

'

..,anw... il1 \
.;;=n -

'

\
a -
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1

them completely at least by Septe b
k a continuation of occupancy or standbym er 30,1955.

and they must be compensated for loss ,fthose plans must be discardedIf they now agreed to
\

our part with their operations for a l!
'o

engthy period. production and interference onm
Jende explained

extremely meager,that actual standby or maintenance services w
sibly one man to check the sprinkler scmsisting probabV of only heat and lightould be
that we were really shooting mainly fystem from time to time, andand pos-occupancy arrangement.

Furthermore, it was ccncluded that thor a continuation of the presentcoming contract modification need n t
that Harshaw wouhi be willing to opoption or requiremont for Harshaw to op

o e forth-
contain any definite contractualerate the plant

gotiations in respect thereto could berate if necessary a.It was felt
ration requirement arises. nd that any

It was agroed that in case the partieo handled at the tino our ope ne-could not, if the need should arise
the Comission would have the right t, agree m operation by Harshaws
operate the plant itself.

o bring in anothe operator or
(

At Uende's rcquest, the Harshaw p
the present mmthly charge until Sthe purpose of revising their propos leople retired from the meeting for(

a

to reficct the continuation ofpancy arranCement only without any exten ieptember
30, 1955, a virtual occu- I'services, and the elimination of any defi is ve standby maintenancethe plant for the Comission

They were asked to prepare their prn te requirement to operateposal on the basis of occupan.
period of five months in which the Cocy until January 1,1957, uith a furtho- 9'
ment, restore the plant, and turn it ovmmission would dispose of equip-er

considerable discussion as to what might| er to Harshaw.
taining the plant and equipment and i There was O

'

really be required in main-more than normal protecti
-tions, would be necessary.on of the building, with periodic int was concluded that nothing
standby work could be rotained in caserequire Harshav to do some maintenance wThe present reimbursement provision

spec- O

wo should from time to timas for york. {tThe Harshaw people O
September 30tinuing the present approximata Ch 000 returned to the meeting with a proposal f

1955 3 or con-
during our oc,cupanc,y.with a charge of $20,000 per month thepor month charge throughO '

cluding the five months disposal and restBased on occupancy through June 1reafter
revised proposal was $32,000 loss than th ioration period), this O

,1957 (in-
posal.

Wende declined to accept this propoe r November 1,195h pro-
opinion that the $15 000 per month prop

.

sal and offered hiswould be equitable an,d fair to both p
arties provided that suchosed by Harshaw originallycharge did not start until October 1 O

the two positions were thoroughly ex,l1955.,
The relative merits ofMr. Homy finally agreed to Mr

. Wende's offer, subject to certainp ored, and after another recess
other

conditions discussed below, O-
,

This resulted in a saving to the
,
.

!
i

, m .m.,__.
-
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Commission of $132,000
proposal and of $100,000when compared to Harshaw's November 1,195h <

presented at the February h,1955 meeting.when compared to their fi.rst revised proposal' ';
Incidentally, this was a Omuch better monetary arrangement than we had expected Harshav to agreeto.

and will cantinue to do so under the contract extension.Under the present contract we pay for heat, and other utilities,
O

In respect to cancellation or termination, it was agreed that the
Com=ission would have the right, at any time, to terminate the occu-
pancy agreement and that we would pay not less than a four months' O !
charge (at the monthly rate then 1.n effect) from the time of notice 'of ternination. This, in effect, provides for a four months' terrJ.-
nation notice, with monthly payments to continue as long as we occupy @
the plant, but in any event not less than a payment for four months'
actually vacate and restore theFor example, if we were to give notice of termination, andO
occupancy.

pay for four months' occupancy. plant within two months, we would still
This method was considered to be en-tirely reasonable in order to give Harshaw proper time in which to

plan for their own work and probab2y means that we will pay for no O
more than our actual occupancy. It is quite inconceivable that we
would be ab2e to entirely vacate in loss than four months.
Harshaw proposed that there be imposed upon the Commission some penalty

At first, O
for fai. ling to vacate within four months following any notice of tormi-
nation or within four months following January 1,1957. It was pointed Oout, however, that the Commission could uell be delayed because of Har-
shw's ccntractual responsibility in respect to docantamination.
final analysis, Harshnu conceded en this point and it was agreed thatIn the ,

the final date of occupancy would be established as of June 1,1957, 0
this date having been arrived at on the basis of four mcnths for dis-

i

!

pesal and abandon:r.ent of equipment, with one month additional for 0 !,regteration.
and rectore by that tine.The Comission will have a definite obligation to vacate

In regsrd to any prior termination, the
'

Commiscion would be expected to make all reasonable effort to cen- g) ~
,

pletely vacate within a five-=cnth period after retico of termination.

As previcusly stated, a proposed Modification No. 81 is new being
.

N
prepared in accord with the above stated underctending of the agree-
ments reached with 3arshaw.

, ,
''

g

Jg . - O. alp 1 son
CC: E. A. Wende

F. R. Dowling
J. C. Winkles
A. W. Neur. ann, Cleveland ,

Elson:arb .$
_
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