Office of
The Bethiehem Iron Co

South Bethlehem, Pa. Aupust 24th, 1892.

Major General O. 0. Howard,
Uni ted Stat=s Army.
My Dear General:i:-
Referring to our econversation on the train between lMauch
Chunk and Bethlehem, when 1 had the pleasure of meeting you,
1 write to say that the question at issue between the War Depart-
ment and the Bethléhan Iron Company is as to the interpretation of
the following extraets of the contraet between the partiesi-
"Thirty and one half (30-1/2) cents per pound, if the first
get is de livered in twenty-four (24) months or in less than twenty
seven (27) months from date of this eontract.
X i B X e BaXinXi R
"The remaining twenty two (22) sets to be delivered at
the rate of twelve (12) sets every twelve (12) months, after the
delivery of the first set, until the whole number contracted for
ig del ivered."
We elaim that we have, up to this time, ecomplied with the
contract and that no penalties la ve accrued. The Department con-
tends that "twelve sets of forgings every twelve months" means one

get each month, and that the Bethlehem Iron Cempanv is liable to
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the penalty as preseribed in the eontract of 2/10 cent per pound
for each month's de lay in delivery. We did, in fact, deliver the
first 10" set within the contraect time, and twelve sets in addi-
tion within the year therseafter, but not in 30-day periods. These
forgings were paid for by the Government from time to time as de-
livered.

This gque=tion ef penalties eame up first about one year ago,
in regard to the deliveries of the last four sets of 8" forgings,
whieh were covered by the same contraect. We had delivered eighteen
gets in twelve months, in accordance with the terms of the con-
tract, although not in periods of twentv days each, as now claimed
by the Department. The remaining four sets to complete the 8"
forgings were delivered, one set in July and three sets in August;
and it was on these four sets of forzings that the dispute arose.

Under date of Sept. 24th, 1891, we wrote, dissenting fram the
views taken by the Department as to deduecting penalties on these
four sets, "and respectfully beg to in inquire whether the Depart-
ment has any objeetion to our referring the question to the
Seer=tary of War, as provided for in the last paragraph of Seection
1 of the Contract". We have reply under date of Oetober 20th,1891,
from the Inspector, as follows:-

"Referring to your letter of the 24th ultimo and the previous

ecorrespondence in relation to bill for the twentieth set of 8"

forgings furnished under contract of January 3lst, 1889, 1 have to

| 1]
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inform yon that the Seerctary of War decides that this twentieth
set should have been delivered May 20, 1891, and if it was not de-
livered by June 20,1891, 2/10 of a ecent per pound per month should
be deducted from May 20,1891 to the date of delivery.

X X XigedX® X.IX AX GE

*I am instructed to be gnided by this deeision in issuing
ecertifiecates of inspeetion and receipt under this eentraet, and
return herewith the rendered bills for the twentieth and twenty-
first sets of 8" forgings, that you may revise them to eonferm
thereto."

We persistod, and received under date of November 3rd, 1891
a letter from Inspector Lieutenant F. E. Hobbs, whieh is in part
as follows:-

"The last paragraph of section one of the contraect seems 10
preclude the possibility of a second appeal to the Seer=tary, as it
provides that his decision shall, after submission of the matter
in doubt or dispute, be final.

"I may add that sinee a fuller statement of your opinion as
to the meaning of the eontract than is given in your letter of the
26th nlt. (your letter of August 14th, 1891) was submitted to the
Seer=tary with your appeal of September 24th, 1891 from the deecis-
ion of the Chief of Ordnance in the matter, there seems to be no

special reason for a resubmission of the same g tatements. "

And later we received the following endorsement By the Acting
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ﬁcr?tary of War:-
WAR DEPARTMENT.
Dec amber 9, 1891.

Respeetfully returned to the Chief of Ordnance.

It is not thought that any modification of the opinion
given Oet. 13, 1891 is cecalled for. 1t is bhelieved that the deeis-
ion covered the whole question then pending and it is adhered to.

(Signed) L. A. Grant, 3
Acting Seeretary of War
We finally wrote the Department, aceepting theirdeeision as
to the four sets of 8" forgings, the amount being inconsiderable;
but at the eloese of our letter said: "We deduet these penalties
from our bills under protest”. In the meantime work was progress-
ing on the 10" and 12" forgings, in strict accordance, as we claim,
with the termms of the contraet. As before stated, we del ivered
the first set within the necessary time to fix the priece per pound,
and in addition thereto delivered twelve sets during the ensuing
twelve months, receiving pay for all without deduetion of penal-
ties. We had also furnished the first 12" set of forgings within
the speeified time, and six sets within twelve months thereafter,

as is herein shom:-

Rates of Actual Deliveries of 10" and 12" Forgings.

10" Forgings. 12" Forgings.

1 set - April 24th, 1891. 1l set - July 29th, 1891l.
2 w - Sept. 3rd, 1891. 2 -~ w - Nov. 28th, 1891.
3 " = Qet. 2na, 1891. 3 # - June 17th, 1892.
4 " - Dec. lst, 1891. 4 * - July 9th, 1892.
5 " . Deec.28th, 1891, 5 * = July 25th, 1892.
6 " - Jan.19th, 1892. 6 " - July 28th, 1892.
2 " - Jan.27th,1892. T " - July 29th, 1892,
8 " g Feb. 17th, 1892.

9 " - Mareh 15th,1892.

10 * - April 8th, 1892.

11 * -, ,April 23rd, 1892.

12 " - April 23rd,1892.

13 * - April 23r4,1892.

1
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A few days prior to the delivery of the seventh set of 123°

forgings, we received under date of July 19th, 1892 the following

letter from Mr. T.

Mae lutt, Capt. Ordnance Departiment, U. S. A.l-

*1 have the honoer to infom you that in accordance with the

decision of the Chief of Ordmance, U.S.A., the delivery of 12-inch

forgings should be at the rate of one set every two months,

10-ineh forgings one set every month, 1ntil the eontract is com-

pleted; defaulting in this the penalty stipulated in the contiract

will meerue on each individual set for the time it is overdue.

Penzlties are the refore due on the following sets for the

amounts as stated, vizi-

Set

2nd
a3rd
4th
5th
6th
Tth
8th
9th
10th
11th

2nd
3rd
4th

forgings

e above amounts for 1l2-inch forgings ar

vonehers sent you

will be deducted in mak ing payment

10=ineh Forgings.

Time overdue, Amount
months.

£495.87
495.35
659.56
650.03
495.37
330.40
330.02
529.97
329.98
164.99

H oo A

12-ineh Forgings.

1 8081.82
6 1689.95
5 1412.23

Total

$4201.54

$3384,00

& deducted on the

today and the total amount due on the 10-inch

to you for the next

and of
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get of 10-inech forgings delivered."

-

To this we replied as follows, under date of July 25, 1892:-

"Replying to your eanminication of the 19th instant: We reapect-
fully beg leave to differ entirely from the deeisions of the Chief
of Ordnance, U. S. Army, that the de livery of the 10" forgings
under our econtraect of January 3lst, 1889 should be at the rate
of one set per month.

. REE X X X X0

"As twelve sets of 10" forgings were del ivered within twelve
months after the del ivery of the first set, we elaim that no pen-
alties have accrued thereon. We also e¢laim that under the contraet
mo penalties will acecerue on the 12" forgings until we have fail =d
to deliver six sets within twelve months after the delivery of the
first set.

"We therefore return herewith the two vouchers aggregating
$79324.69, forwarded to us with your letter of the 19th inst.,and
have ‘o ask that the amounts deducted therefrogh for penalties be
restored, and that vouchers be prepared in our favor for the full
amounts due us by the temms of our contract of January 31st,1889."

The reply was thus:-

Fndorsements on Bethlehem Iron Company's lett:r of
July 25th, 1892.

142 A. lst Endo rsement.

Office of Inspector of Ordnance, U. S. A.,
Bethlchem ITron Works,
South Bethlehem, Pa.
July 26th, 1892.
Respectfully forwarded to the Chief of Ordnance, U.S.A.
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I. MacNutt,
Capt. Ord. Dept., U.S5.A. Inspector.

n o2nd Endorsement.
Ordnance Office,
Waghington, July 28th, 1892.
Respectfully returned to the REethlehan Iron Co., through the
Inspeetor of Ordnance, U.S.A.

The deeision referred to within as that of the Chief of Ord-
nance is the decision of the Seeretary of War in his 7th Endorse-
ment, dated October 1l35th, 1891, on Ordnance Office file 4960 of
1891, which was forwarded to the Inspeetor of Ordnance at Bethle-

sement dated Oct. 16, 1891 on same file. Sub-

hem by the 8th endors
sequently when said file was again submitted to the Secractary, he

gimply reaffimmed his decision as given in the 7th endorsement.
Notice of this re-affirmation was sent o the Bethlehem Company
in 1etter dated Dee.16, 1891.

As this deeision was rendered on an appeal to the Seeratary
of War, as provided in the con tract, it is conelws ive as far as
this Department is eoncerned. It is also gstipulated in the con-
traet that suech a decislor shall be final. The e¢hange asked for
on the enclosed vonchers ig therefore disapproved.

Copies of the 7th and subseqient endorsements on Ordnance
0ffice file 4960 of 1891, and of letter dated Dee.l16, 1891, are
enel oged.
(Signed) Charl es Shal er,

Capt.Ord.Dept., W.5.4.,
Actg.Chief of Ordnance.

The seventh endorsement, dated Oct.15th, 1891, referred by

Captain Shaler, is as follows:
" WAR DEPARTMENT,
Oet. 13, 1891.

Respectfully returned to the Chief of Ordmance.

I+ is e¢lear to my mind that the delivery of the first set
within fifteen months fixed the priece at 27 1/3 eents, and that
the non-delivery on time of subsequent sets renders them liable to
the 2/10 of a cent deductien. The eclause in the con traet pro-
viding for the 2/10 deduetion is not ¢lear or easy of construetion,
but the last paragraph of the vInstruetions to Bidders", made part
of the contraet, solves the uneertainty. This provides for a pen-
alty stipulation of "2/10 of a cent per pound per month en the

0 in !
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price of each set of forginpgs for each month of delay in deliv-
ery". The last four sets are mot necessarily to be delivered at
one time. They are "to be delivered at the rate of eighteen sets
every twelve months", or one set in every twenty days. Counting
each month thirty days, for eonvenienee, the twentieth set should
have been delivered May 20th,1891, and if it was not delivered by
June 20th, the 2/10 of a eent per pound per month sheuld be de-
dueted from May 20th to the date of delivery. It follows that the
delivery of the 21lst set was due June 10th, and if not delivered
by July 10th, it is liable te the 2/10 deduetion fram June 10th
te the time of delivery. The same rule should apply te the 22nd
and 23rd sets, their delivery being due July lst and July 20th

respectively.
L. A. GRANT,
Acting Seeretary of War. =

This eovers the deeision of Gen'l Grant, Acting Seere-
tary of War, under which the Department is now seeking to impose
penalties upon us.

Please mote that we wrote under date of Sep tember 24th,1891
asking if the Ordnanece Department "has any ob] e¢etion te our re-
ferring the question to the Secretary of War, as provided for in
the last paragraph of See.l of the Contraet®; the reply received
was the " 7th endorsment”.

We have during the present month striven by argumen tative
correspondence to eonvinee the Department that twelve sets of 10"
forgings every twelve months, did not mean and eould net be made
to mean, except by arbitrary ruling, one set every month, and that
the Bethlehem Iren Cempany have not had the opportunity of present

ing their case to the Seeretary of War, but up to this writing

witheut avail.

Thig eommnieation has grown to larger proport ions tha
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"/1 intended, but I desired that you should understand the ease
fully.
It would afford us real pleasure if you eould induce Seere-

tary Elkins to accampany you in a visit te our establishment.

Very respectfully yours,

W:ﬁ )
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JOHN W. MuRRAY,

E. OELBERMAMNN, Pres.

JAMES A. SILVEY,

FPACIFIC DEPARTMENT

¥igasrREs 2B VISE-PACE & SEO°Y

GEO. H. TYSON, Gen'L AgenT. SAN FRAMCISCOD

AGENCY OF

- German Ameriean Ipsurance

Of New York
CasH Caritar, $1,000,000.00 Torar Assers, $5,600,000.00
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