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)
use any part op all the plant Space and/or equipment fop its own Purposes,

Not hLowever to interfere with Start-up and any changes to be r

abatement of rent will be on

Such

‘I @ prorata basis for the floop I
POSEible future Harshaw Operations, As it jig imvossible at thi
to foresee what if any equipment op 8pace in Plant C will be required by The
Harsraw Chemical Comnany, We can not make any offer except abatement of rent
On the basis of Space used ang an agreement as to the consideration for equip=
nent rental at the time of Such possible future use,

i
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1l or2 €xcept that when the Covernment réeqQuirements for |
Flant 00 lenger exist, The Harshaw Chemica)l Comrany will make &n offep for
the Government OWned equipuent, At that time we will be in better Position to '
evaluate tne Probabvle valye of such €Quipnment to The Harshaw Chemical Company,
‘e can now S¢e no immediate use requirement ty Harshaw,
In all cases, it is
and

]
Understood that the provisions of W—YbOS-eng-??é,
ugﬁinistrativu letters regarding mark-up, ete., will be reta

4pplicable,

ined so far as

In case of cancellation
of January 3 1958, ti
less the length

by the Government Frior to the expiration date
@ Government wWill pay ag g cancellat
of notice of cancel}

tion charge w60, 000 '
ation given in
@l with notice of four

monthe

times 315,000, - !
months we can make Substantial Progress toward
sizaticn of the Plant for OuUr own purposes Whereas 4t will not likely be
~difficult for the Commission Lo give that much notice,
-

Yours very truly,
THE HARSHAW CEEMICAL ¢ liPANY
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DATE: Tebruary 9y 195¢

¢ Ralph Elsan, Chief, Contract Coordination Branch

HARSHAW CHEMICAL COMPANY

As a result of a memorandum dated December 31, 1954, from
ector of Productian, ad correspondence between Oak Ridge Operations

and Harshaw Chemical Company, a meeting was held in the Har
ary l, 1955, for the purpose of negotiating

the Acting
Shaw Clevew

an arrangement uader which the Plant, ngn Refinery could be maintained
in standby candition until January 1, 1957, 1In addition to the unders.

Ao

We C, Hovey, Vice Presidant, Ee As Wende
Ge R, Femeliua, Manager for ppc Projects p, R, Dowling

We H, Brown, Attorney

Je C, Winkles
A W, Neumann

Since the meeting, a teletype dated February 7y 1955 was dispatched
the Director of Production, such telet

explaining the substance of +he agreement, finally reached
shaw, F\u-t.hemore, & proposed Modification Noe 81 Lo the
cantract, which will cove™ the matter in more detail, is now being

from the Manager, OLO, teo

«Prédared, The Purpose of

November 1, jos

‘some of the diacuaaiona le

with Hare
subject

thig memorandum, therefore, 1s to explain

ading to the final agrecment ag

we now

understand it, Harshaw agreed at the meeting to submit to this office

sal reflecting their u.nderatandinz. That
revised Proposal has not Yot been received,

in writing a revised propo

national security Téquirements, We had now concluded that th

quirements made necessary
until Jlnuarr 1, 1957, He
ﬁ Propogal
month starting October 1,
costs of standby services,

PYTLICT 23

responding to

ovember 1, 1954 had resulted from the neces=

the availability of the Plant ng

d our feeling that
for payment by the Commission of
195k, in adaition to the payment
seemed to he somewhat, unreasona

in view of
C5€ rew

" Re
Harshawt 8
$15,000 per
of actual
ble and

/1%
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Previous standby arrangement, charged anly APProximate]y 8L, 000 per
month, that charge Femaining 45 effect dring oy OCcupancy without
standby oy October 1, 195y through September 30, 1955,

Mr, Hovey then explained i, Some detail Harshaw! g Position {n the mattep
43 follows;

le The buuding in which the refinery 4g contained {g locataq within
the generg) Harehay Manufacturing facilities and {g there forg o
Precious piece of Property to Harshaw, If the Jullding Were loe
Cated apart fron the rest of theip Plant ang in a legs valuable op

Proves to be Successful, ang they have every reason to belleve that
it w1l 4 the imiediate future, they woulq Procead ¢, install the

or
building. If they allow ug 1,0 oceupy the buildi.ng until Jmuary |
1957, they may well have to instal)l a new facility Just outside

3e Prior to the neeting, Mr, Neumann had contacted Harghaw in an attempt,
k

the book value, which is now 3125, 000, The Precioug location of the
Property and ite Producti on value to Harshaw {g the dotermini.ng facw
tor, He Stated that the cost pop duplicating the building would be
well in excess of $800,000, ‘

Lo They could NOW uge the whole buildi.ng but have N0 pPresent uge for
that part of the building net taken up by the Commisgion g Refinery,
Out of an approximate total of 5,000 Jquare feet, oyup equiment
takes yup about 35,000 Square feet, thay being the Valuable papt of
the buuding, in view of the fact that 44 Camntaing thpee storieg
end high bays, The remainder of the bu.lldlng 18 on the ground floor,
Should they find & use for the remainder of the building, they would
agree to an appropriate datement 1n the monthly charge, They would,
however, he exXtremely reluctant to yge any part of the bullding 1y
ve might at fny time wish to Place the Raﬁnory in ®Peration, 14
was their feeling that OPeration of the Refinery would thep require
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Frecarioug Position so fap as using any part of it is con

In other words, they could not plan for continued Uses 1In this
counecticn, the PoBaibility op our u‘;ilizing other space in the ¢

ing for their own Purposs and then have to reconvert fop Reﬁ.nery
OPeration,

and not Cperate, It {g simificant to note here that a ment
000

Profit or $21, has, in effect, been guaranteed fop Previous
CPeratims undep the subject contract, Their

Presumed that they could make the same Profit on the Space in -
question ag 4n Other portions of their Plant, « Wende pointad

4
€
®
®
@
4
equipmant, he did state that the virtyuay absence ¢y Managemen t, :
effort was me of the reasons fop their Quoting to ug a figure
of $15,000 per month Tather then $21,000, @
®
®
&
o
%
@

fa In Summary, Mp, Hovey stated that Harghaw would certainly rathep
have the 3Pace for theip OWn use than to enter into 4 standby
arrangement with the Comissiom In any évent, they felt Strongly

that they should be well and equitably Compensated fop their loge
of Production Capacity,

. ’ »
dition, fop aPproximately 84,000 per month during Lhe Period Octobep l,
195) through September 30, 1955, Also, undep the 8tandby arrangement
in effect ppiop to October 1, 1954, the 84,000 charge wag applicabla,
his matter was discusged at considerable length, with Mr, Wende

ha

cupancy op Previous stangd Y arrangements and shaw contendad that . L
trease from $l,000 to $15,000 wag due in pars 4o consideration

of thage factora, R agreeing to the present Occupaney setup, Hopw

shaw had, of course, planned that the plant would be turpeq over to *
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then completely at least by September 30, 19s¢
& continuation of Occupancy gp standby, thoss
and they must be Compensated for logs of P oy,
our part with their Operations for 5 lengthy

Wende explained that actual standby (p maintenancs “

coming contract modi fication need not contain any defini, &
option op requirement for Harshaw to operate the Plant, It O
that Harghay would be willing to Operate 1f necessary ang that

could not, if the need should 8€, agree m operation by Harshay @
the Commission would have the right to bring in another operator or N
OPerate the plant itselr, ™

the plant for the Commiaaion. They were asked to pr bare their Pro=
Posal on the basis of Occupancy untd] January 1, 1957, with & further
period of feve months in whiah the Commission would dispose of QUi pe
ment, restore the pPlant, ang turn it over to Harshaw, There wag

cluding the five months disposal ang restoratim perioqd s this B
revised proposal was $32,000 1esp than their November 1, 1954 pro- ,

Posal. Wende declined to accept this Proposal angd offered hig ®
obindon that the $15,000 Per month proposed by Harshaw originally

would be equitable and fair to both Parties provided that sueh

charge did nos start unti) October 1, 1955 The relative merits of ®
the two Positions were theroughly explored, and after anothey recess,
Mr, Hovey finally agreeqd to Mr, Wende's offer, subjeet to certain
Other conditions discussed below, This resulted in a saving to the - °

- ® LYV s oa . . ‘o y v - R I S
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them Completely at least py September 30, 1955, 14 they now agreed to
a continuatyon of Cecupancy op standby, those Plans must be diacarded

could not,‘ if the need should arise, agree @ operation by Harshaw
the Commission would have the right to bring in anothe » Operator op
elfs

“6rvices, and the elimination of any defin{te Tequirement t0 operate
the plunt for the Comuss:',on. They wepre asked to Prepar - their proe
Posal on the basis of OcCupancy untqj January 1, 1957, with & further
Period of Mye nanths 4in which the Commiasian Would dispoge of equipm
nent, restore the Plant, ang turn it ovep to Harshay, There wag

£y
“$ions, woulqg be Lecessary, 1The Present roi.mbursement Provisiens for N
etandby work could be retained in case wp shoulqd from time to time
Tequire Harghay to do some maintenance work,

cluding the five monthg disposal ang Testoratiom Period), thie
revised proposa) Was $32,000 less than their November 1y 1954 prow
Posale  Wende declined 4o accept thig Proposal ang offered hig
Opinion that the $15,000 Per month Proposed by Harshaw originally
would be €q-itable and fair to both Parties Provided that such
charge did pos start unty) October 1, 1955, The relative merq g of
the two posity oughly explored, and alter anothey recess,
ly agreed to Mr, Wendety of fer, Subject to certain
discussed below, This resulted in g Saving to the

/19
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Commission of $122,000 when compared tc Harshaw's November 1, 195k
Froposal and of $100,000 when compared to their first revised proposal
F-esented at the February L, 1955 meeting, Incidentally, this was a
much better mometary arrangement than we had expected Harshaw to agree
tos Under the present contract we pay for heat, and other utilities,
and will cantinue to do so under the cantract extension,

In respect to cancellation or terminatien, it was agreed that the
Commission would have the right, at any tine, to terminate the ocCu~
Pancy agreement and that we would Pay not less than a four months!
charge (at the menthly rate then in effect) from the time of notice

of termination, This, in effect, provides for a four months'! termie
nation notice, with manthly payments to cantinue as long as we oceupy
the plant, but in any event not less than a Payment for four months!'
occupancy, For example, if we were Lo give notice of termination, and
actually vacate and restore the plant within two months, we would still
pay for four months! occuvancys Thie method was considered to be ene
tirely reasonable 4n order to give Harshaw proper time in which to
Plan for their own work and probably means that we will pay for ne

more than our actual Occupancy., It is quite inconceivabls that we
would be able to entirely vacate in less than four months, At first,
Harshaw proposed that there be imposed upon the Commiesion some penalty
for falling to vacate within four menthe fellowing any notice of terni=-
nation or within four monthas following January 1y 1957¢ It was pointed
out, however, that the Commission coulc well be delayed because of Hare
ehaw's cantractual responsibility in respect to decantamination, In the
final analysis, Harshaw conceded on this point and it vwas agreed that
the final date of occupancy would be established ae of June 1, 1957,
this date having been arrived gt @ the basis of four maths for dige=
Frsal and ebandonument of equipnent, with one month additional fer
reftoretions The Commissien willl have a definite obligation %o vacate
and, restere by that times In regard to any prior termination, the
Commisoion would be Oxpected Lo make all reasonable effort to cope
Pletely vacate within a five~month period after motice of terminction,

As previcusly stated, a proposed Modification No, 81 is now teing
Frepared in accord with the above stated understending of the Afrece
mente reached with ‘arshaw,

E. A. Wende

F. R. Dowling

J C‘c ‘ﬁ'mklt‘!{ -
W, Neumann, Cleveland




