PROPOSED MAINTENANCE CONTRACT
FOR BROWNSVILLE AND SEADRIFT, TEXAS PLANTS
UNION CARBIDE CHEMICALS COMPANY

53-10:' APPROPRIATIONS COMMITTEE

Appropriations Committee approval is requested to negotiate and

- . enter into a cost plus percentage fee contract with Brown & Root,
..+ . Incs covering maintenance labor requirements at the Brownsville

- - and Seadrift plants commencing January 2, 1963 and continuing for
. one year with an option on our part to renew for a second year.

- This proposed contract would be similar to the existing contract for

- such services which will expire January 1, 1963. The estimated

.. .annual cost will be about the same as in 1962 or approximately
" - $1,500,000, ,

V4

.;“fThe reasons we propose to negotiate this contract with Brown & Root
7 -are as follows- :

‘}7~1 " To date we have not been able to develop effective competition
" .- . to Brown & Root that is fully acceptable for work at these
.. locations. . :

o - 2.:‘Brown & Root's performance under the present contract has been
. ... _-°. effective and satisfactory. They have provided competent labor
_ .7 and supervision, and have coordinated their activities with
:".ﬂ;ﬁf-;fu“.our plant operations. :

Brown & Root has proposed a contract term of two years. However,
‘we plan to negotiate on the basis of a one-year period and, if .
- necessary, provide an option on our part to renew for a second year
»%* 7 - 1f costs remain basically the same. This approach will provide _
v .. .. flexibility for alternative action planned for next year if ac- -
_i%éh:f‘ceptable competition to Brown & Root can be developed in time.
L e .

- Brown & Root's proposal represents a 6. 9% increase in fee costs, - )

,.'{equivalent to about $20,000 annually, Approximately 50% of the -

_ - fee increase is due to increased statutory taxes. We will attempt

. T+ .to reduce this proposed increase at final negotiations. The remain-

7. - ing costs ($1,100,000) consist of wages and salaries for labor,

7t - - which are subject to adjustment by mutual agreement. Wages and

~* .. salaries are normally maintained by Brown & Root below those- of -

,f,_%? comparable Union Carbide employees in our plants, and are increased

: -in the same proportion as wage increases are provided our ovm _ - -
employees. '
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Our evaluation of Brown & Root's services and costs indicate that

potential savings and increased benefits for Union Carbide can be

achieved only through effective competition. The lack of an ac-

ceptable open shop contractor to compete with Brown & Root for the

existing contract was reflected in letters to the Appropriations

Committee dated February 17 and March 9, 1961. Thereafter, a pro-
' gram was started to develop an acceptable competitor for both main-

. tenance and construction work in Texas.

A review of open shop contractors who could be considered revealed

that Hudson Engineering Company of Houston, Texas has an organiza-
.. tion fully capable of meeting our requirements. This review further
; . indicated that significant savings may accrue on major comstruction
- ._work now under consideration for the Texas area.

- % . Our estimates indicate about $115,000 per year saving would be
~ .+ . gained under the maintenance contract alome if Hudson Engineering
- were engaged for this work. The attached Exhibit "A" shows an
estimated cost comparison for the maintenance work at both plants
for 1963 based on anticipated work load levels. The costs for
i Brown & Root are based on their proposals. The costs for Hudson
- . Engineering are based on preliminary cost discussion with their
" president, and represent their normal price structure. This ¢om-
parison does not reflect inefficiencies associated with changing -
contractors during the first year. o

- Our program further contemplated the step-wise introduction of

- Hudson Engineering in 1963 to our work by starting them on the
‘maintenance work at Seadrift only. Such action could establish
.. | them as proven competition to Brown & Root for maintenance and

; .. construction work in the Texas area. :

However, last minute developments have deferred our plans to con- - \
. - ~sider Hudson Engineering at this time. Apparently, a major client ]
... of Hudson Engineering Company has objected to their doing such work -
. for Union Carbide and other similar companies. As insufficient time
- "mow rémains to work out this complication with Hudson Engineering
,hit_is necessary to proceed with Brown & Root. :

-~ - . We intend to continue a program to develop acceptable open shop
¥*.+. 0, competition to Brown & Root for our maintenance and construction )
¥~ work in Texas, and will further attempt to resolve the complica-~- .
"5+ tions with Hudson Engineering. ' . o

'?5?It is the joint recommendation of the Union Carbide Chemicals -
# . ~Company and the Central Purchasing Department that a contract be -
=% -5 ,. negotiated with Brown & Root, Inc. on the aforementioned basis.
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_ We trust this recommendation will receive favorable consideration
".‘ _ by‘the Appropriat:ions Committee..
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?:; it : EXHIBIT "A" ’
& K COST COMPARISON FOR 1963

el | o MAINTENANCE WORK

AT SEADRIFT AND BROWNSVILLE, TEXAS

ESTIMATED COST

ITEM ' BROWN & ROOT HUDSON ENGR.

_AKE$~Segdrift s - SR
ﬁ‘*_: : ;f1. Direct iaﬁor wﬁges
-'gii'- *ﬂﬁfét Supervision costs mot in- .. - .
f?f:f=i'il“ cluded in 1. above N o 3,690
?f-;‘*ffi£;;{3'l Travel expense - . L e |

et 'bfcﬁz' Fee to cover insurance, taxes,

.. § 350,000

.JT.:_ ?_(_ benefits, overhead & profit . 108,400

?}"&;:4f‘fﬁ Subtotal A - Seadrift ST 8 462,000

~e

=Supervision costs not:in-7

_,Fee to cover insurance, taxes,
benefits, overhead & profit 233,000
. TN

-(? .991,000

[
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. cluded in 1. above e "f' :;f?' ‘;%.:f'{f

'ifgl,yfnirect labor wages . { ~fg' $ ) 750,000 )

I

-

C ‘?s 1,453,000'_3
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$ 350,000 -

' 12,000

67,000

§ 429,000

$ 750,000

12,000

Travel expense _-”“;  "f‘,ti{]?‘f 8,000 . -+ 8,000

Sy .

i »

o ‘140,000

:>$ 910, 000 -

$ 1,339,000
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- Mr.fJ}‘A. Willis

P

e

BT i aﬁ.éitaching/ébpy of & request for the Appropriations
.7 .:-approval of a’cost

g-3
Cammitfee's

Plus a percentage fee contract between Union

N .- Carbide Chemicals Company, Division of Union Carbide Corporation
. and Brown & Root, Inc. covering maintenance labor requirements at
.., the Brownsville and Seadrift, Texas plants. : T
SRR _ ' . g,
~. If the Committee gives its formal approval for this purchase, we .
-+ shall appreciate it if Mr, Borden Helmer will sign one copy and
. return it to us. _ ‘ .
- A . ~
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