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Decenber 14, 1937.

MEMORANDUM FOR
HON, JESSE JONES

I am a pood deal troubled by
the laat paragraph on Page 9 of
your speech of December third in
¥ew York, The trouble is that you
and I know that tax changes were
and are physleally impossible at
this session of the Congress, and
that the House Committee has been
working really hard since early
November on a bill to correct
actual inequities. Furthermore,
the Administration has consistent-
ly sald that 1t 1s imposasible %o
"srovide that the changes when
made apply to this year's dbuslness,
You and I know that dividend
declarationa in the ¢ of a very .
large number of comp 8 were
determined on before December firast,
And, furthermore, that if we lose
two or three hundred million dollars
of revenue for the business year
1937, we have pot to make it up
by tax receipts of the same amount
during the current ernment fiscal
year, That makes the suggestion
!111’!




THE WHITE HOUSE

/ WASHINGTON

-

The statement that the present
tax law works a hardship on
great majority of co ations 1sa
not strictly true, e great
majority of corporationa made so
11ttle in the way of profits that
they were not affected by thée tax
bill at 211, Of the balance, it is’
true that many, in point of numbers,
faced a harﬂshlp, but 1t 1e aleo
true that the at majority of this
balance, from the point of view of
prﬂductinn and also of dollars, were
not affected by the undistriduted
earnings tax -- to wit -- big A
corporations 1like General Tlectrie,
General Motors, U, 8, Steel, ete.

At thg end of paragraph 3 on
Page 10 -~ is open to serious

queastion t the present tax laws

are antuallghftirling business and
industry. ey are working a harde
ship on a very small minority of
corporations, From the point of view
of numbers, and a v small minority .
of prodnution and dollare from the
point of view of the total of business,

I think we must all be very
careful not to make general assertions
but to separate the sheep from the
gﬂagu and talk in terms of actual

acts,



THE WHITE HOUSE
WASHINGTON
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I hope the next time you speak
you will point out that CGovernment
competition 1in the electric
fleld touches plans to touch,
only between 107 and 20% of the
peorraphical area of the national
population and of thé total output
of power, Therefore, in between

% and 007 of these thirty criteria
private nower cogmanies have com-
plete and full sway without Govern-
ment competition,

F. D. R,



liemo to the President
From Morgenthau
July 14, 1939

In re=memo attached which he recelved from E4 Foley

about testimony of Jesse Jones before the Senate

Banking Committee--it was reported to Foley by

Kades,

See-=llorgenthau folder-Drawer 1--1939
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August 51, 1959

MEMORANDUM TO THE PRESIDENT:

Steve Gibbons will go into the
Hudson Trust Company, Union City, New
Jersey, as a Vice President, at $12,000
a year, about the first of October.

I

JESSE H. JONES
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Bept. 23, 1939

R.F.

To find out, confidentimlly, how
Stewnrt McDonald can cooupy this privete
position end also remain Chairmsn of the
Fedaral Houning Administration.

Septeabsr 23, 1939

MEMORARDOM FOR THE PRESTLENT:

Jesse Jones advises me, confidentlially,
that this new positlon for Stewsrt Melonald
{s purely an honorary one from which he
rocalves no salary and that he devotes his
full time to the Housing Administration.

Hr. Jones thinks under these circumstances
that thare {2 no conflict and atated that
ne would be glad to speak to you about
the matter if you wish.

R+ Ts
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September 21, 1959 SR

Dear Mr. Presldent:

Mr. 5111imsn Evans is today resigning as
Chairman of the Board of the Marylend Casuelty Company
but wlll remain on the Board.

Stewart McDonald will smicceed Silliman as
Chairman. Stewart has been Vice-Chairman since
Jamiary and a member of the Board for almost two years.
He will continue as Federal Housing Administrator.

The Maryland has a good working organiszatiom.
Edward J. Bond, Jr. is President of the Company, end
Edward G. Lowry, Jr., Vice Presldent and General Coun-
sel.

8111imen has done a good job with the
Marylend, but felt that he ecould not continue commuting
between Baltimore and Nashville and do justice to both
hie paper and the Maryland.

Bincerely yours,
g

The President
The White House

m' D. C.



S111iman Evens' Stateamt to DMrectors of Maryland Camalty

The increamingly heavy demsnds of my publiehing business
ot Hashville and other buminess sormections make L4 impopsible for
me to contlnue the executive responsibilities that I om earrying
with your Company. Accordingly, I resign ss Chelrmsn of the Bosrd
of Mrectors.

The Maryland Casualty Compeny has occupled my thought,
affeetion mnd labor durlng the past five yesrs, It has sn excellent
orgenigation comprised of as fine a body of mem as 4t has avor been
my privilege to be associated with, Cortainly there is no batter
camalty insirence man then Presldemt Bond. The Cempany 18 in
oxcellent conditlon, and its business ip contimially inereasing.

In remaining a member of your Executive Comsittes mnd
Board of Directors, my sotive intersst in the Company will conmtinue.
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MEMORANDUM FOR THE PRESIDENT:

From what I regard as dependable lnforma-
tion, Finland has paid on her dollar bonded
debts, held largely if not entlirely in this
country, elghty million dollars since 1930
or 1832; that her debt now, ineluding that to
the government, is only about sixteen million
dollars. The government debt was approxlmately
nine million dollare, upon which nine hundred
thousand dollars principal has been pald and
about four million, slx hundred thousand dollars
interest., The interest rate for the first ten
years of the funded debt to the government was
3%, It is now 33%.

Aporoximately ten million dollars Russlan
gzold bars have been bought in November and

December, About half of 1t came from Italy
and the other half from Sweden., It can be

agsumed that we may be buying Russlan gold
from other markets,

The information about gold I got from
Dan Bell.

JESSE JOKRES.
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THE WHITE HOUSE
WASHINGTOMN

1-19=-40

HEMORANDUM FOR GENERAL WATSON:

Jesse Jones diotated this on
the telephone to me, asking that Kpnnee
get 1t to the Pyesident in time for
Cabinet. (You were at lunch), He wanted
me to mail him a copy, » hich I have not
done without your approval. It 1s attached,
as well s 8 a copy for you.

—
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ELECTRIC HOME WD FARNE AUTHORITY HWOME OWMECRY LOAN CORPORATION
THE AFC MORTRAGE COMPANY FEOERAL HOHEE LOAN BAMNE BDARD
DIBASTEN LOAN CORPORATION FEOEAAL BAVIMOE AMD LOAN INBURANCE CORPDEATION
FEDERAL WATIGMAL MORTOADE ASSOCIATION CAFOET-E ST BAME OF WaRWIHOTON
i /
FEDERAL LOAN AGENCY j— t/
WASHINGTON A,
JESSE H. JONES A
FEDERAL LOAN ADMINISTRATOR g 3
W LA 4

January 30, 1940

Dear Mr. President:
Another happy and altogether
successful birthday. I salute you. May

you have many more.
Yours in admiration and affection,

The President
The White House
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Hl} August 23, 1940

Dear Mr, President:

I spoke to the Attorney General this after-
noon about my mccepting the Secretaryship of Commerce
and carrying with it the work of the Federal Loan
Administrateor.

He thinks that it would be advisable to have
a jolnt resolution similar to the one adopted whem
Colonel Fleming became Administrator of the Wages and
Hours Division, to the effect that my total salary should
not exceed that fixed by law for the office of Secretary
of Commerce.

Sincerely yours,

The President
The White House
Washington, D. C.



FEDERAL LOAN AGENCY
OFFICE OF THE ADMINMISTRATOR

pare _Mugust 23, 1940

Memorandum to the President:

I called Louis Johnson at New York for the
purpose of making an appointment to see him.

He did net give me & chance to talk, but
asked me abruptly if I wes golng to mccept the
Secretaryship of Commerce.

I told him that I was; whereupon, he said
be was glad of 1t, mand, without further comversa-
tion stated that he would not sccept the Under
Becretaryship.

This is all that was paid in our talk.

-



THE SECRETARY OF COMMERCE \[ /
WASHINGTON

_October 4, 1940

Dear Senator Glaes:

With reference to our talk last night
about the appropriation for the construction, im-
provement and repair of eirports, I am advieed that
the Preslident has never seen the prospectus showing
an ultimate of four thousand landing filelds and am
gpure that he does rot expect Congress to approve
that plan even in principle.

I am convinced, a.nd I bel!.e‘re the Pres-

landing areas, and this num is undoubtedly needed,
or will be, as soon as the delivery of planes and train-
ing of pilots get under way.

Sincerely,

7%7%1‘-0. aaa,o:} "l"”ﬂ '

i waione. Tl %Df «"mﬂ“ﬂ et
=Y

Honorable Carter Glass
Chairmen, Appropriations Committee
United States Senate

Washington, D. C.



COPY LR

EXECUTIVE OFFICE OF THE PRESIDENT
Bureau of the Budget
Weshington, D, C. i

Mr, Forster:

The word "Secret" was written on
these letters in the President's own handwriting
at the time he signed them, and they were sent

under confidential cover to the addressess.

M. A. Johnston
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THE WHITE HOUSE
WASHINGTON

A ——— Oct 10, 1940

My dear Mr. Administrator:

I have allocated to the War Department from the emergency
fund for the President provided by the Military Appropriation Act,
1941, approved June 13, 1940, the sum of $12,000,000 for the purpose
of developing or assisting in the development of airfields and other
facilities for the defense of the Western Hemisphere. In developing
these facilities, it is contemplated that Pan American Airports
Corporation, or such other person or corporation as shall do the work,
will need loans or advances from time to time as the work proceeds.

It is requested that you arrange for these loans or advances
up to but not exceeding §12,000,000.

: I am directing the Secretary of War to repay out of the
$12,000,000 fund allotted to him for this purpose the amount that may
be thus loaned or advanced.

Sincerely yours,
(Signed) FRANKLIN D, ROOSEVELT

Honorable Jesse H. Jones,
Administrator,
Federal Loan Agency,
Washington, D. C. DECLASSIFIED
By Depu'y /. t of the U.S.

By W. J. Stewart Date

( #ug vel Cardm .‘*‘/‘" . Z/mum{/i .‘ff Y = SAnann ff';xm' fﬁéwi /- K?ﬁ:'



COPY

THE WHITE HOUSE

WASHINGTON

@ ias |
Oet 10, 1940

My dear Mr. Secretary:
In connection with the $12,000,000 which has besn allotted

to the War Department out of the emergency fund for the President
provided by the Military Appropriation Act, 1941, approved June 13,
1540, for the purpose of developing and assisting in the development
of airfields and other facilities for the defense of the Western
Hemisphere, it is requested that you provide in the contract which
you will make with Pan Americen Airports Corporation, or such other
person or corporation as shall do the work, for repayment from this
fund of loans and advances arranged, with your approval, through the
Federal Loan Agency for such purposes,

Sincerely yours,

(8igned) FRANKLIN D. ROOSEVELT

Honorable Henry L. Stimson,
Secretary of War,

DRCLASSIFIED
By Deputy Archivist of the U.8.

By W. J. Stewart Date
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THE WHITE HOUSE
WASHINGTON

May 15, 1941,

MEMORANDUM FOR
HON. JESSE H. JONES

Dear r““-m

I really think you should do some-
thing.

gan I answer this?

r- D! a'



I got this information confidentially from
Lynden Jolmson over the telephone last night.
I sesm to be on my pot subject wgnin, but Jesse

ie letting us all dosn pretty bedly,

saying
I anower this?®. This would put him t the
lm,mdhwmdh-ﬂtadnmlﬂb&%hu.
—

ﬂ*wdumu,rmzmmu
loan

'/H/?

Rowe, Jr.
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My 5, 1941
MEMORARDUM POR THE PRESIDET:
MHERE 1S JESSE?

It was my understanding thet along with your privets undarsover
support of Lyndon Johnson for Sanstor, Jease Jones wans going to give
him publie support, ineluding press apd mdic help.

Every other depart=ent and agency of the Dovernment are cooperntins
100€ behind Johnson, but nothing has been hesrd fros the Secretary of
Commerce.

In fackt, the reverse scems to ba trus, The following has basn
roportod to =e Crom Texas:

(1) Last wosk Tesse JTones telephoned Govarnor 0'Dupiel, sceord-
ing to inforrmtion from n man who was in the OQovernor's office ot
the time, urging 0'Dandel to run for the Senate and saying that he
oould win 1 he did.

(2) The R. F. 0. lawyer for Tazas (cbviously » porsonsl appointee
of Jease Jonaa) who 18 now & Goooral sommnding one of the Seleotive
Bervice camps in Texas, cslled his of ficers together, told them O0'Daniel
should run and directed his officers to urge 0'Danlel mmong the men,
Fbis onussd quite o row. If this report is trus, cbviously diseiplinary
sotion ghould be token py the War Department,

(3) The editor of one of the Secretery's papers publicly says he ig
for 0"Duniel,

A1 of this adds up to show that not only 1s Jesge Jones not support-
ing Iyndon Johnson but that he ia doing exactly the opposite,

The only Cabinet mosber from Texas ia Josas Jones, Johnson's
opponents and somo of the =en Trom Tezas who wast o good axcuse for mot
Eoing down the line for Johnson are using Jones' silence aa an sxouse,
Thoy point out If n Cabinet member doss not back Johnaon %nug, that
mmans the Presldent is not for him am they cnn do what ¢ pleaso.

Incldentally, 0'Danlel's compalgn mansger todey nonounsdd his own
enndidecy for the Senste, which is good nows Tor Lyndcn Johnson es
indloating O'Deniol will not run. Reports have 1t that if 0'Denisl dosa
nmot run, Lyndon will probable be kis cholse.

Evaryons in the raoe except Johnson ia atriotly sati-Few Deal, includ-
ing 0'Duniel, o Jomes well knows. Every obher Texan in the Mministration
ie supporting Johnson. The guestlon la, whether Jesse Jones is nbove the
Aministration, or takes ordera 1lke the rest of us, If he is not above
the idmlnlstration, whers L0 he todey?

Janon Rowe, Tr.
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THE WHITE HOUSE
WASHINGTON

May 23, 1941.

MEMORANDUM FOR
J. H. J.

I sent you a memorandum on
May fifteenth in regard to TFAI.
I hope you received 1t. What 1e

the answer?

F. D. R.

-



THE WHITE HOUSE
WASHINGTON

May 24, 1941,

MEMORANDUM FOR
Ji H- J.

I sent you a memorandum
on April 30, 1941. What 1s the

answer?

ri D. nl‘
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L/ THE SECRETARY OF COMMERCE
‘3 WASHINGTON

May 27, 1941

Dear Mr. President:

From my contacts and impressions, I am
convinced that the great majority of people want you
to take a_positive position in the present situstion.
I believe they will follow you in whatever course
you outline. Vi R

They went to help the British effectively,
which means that our materisls must get to them.
They are greatly disturbed about strikes and threatened
strikes that delay our efforts.

I am sure you know this, but feel that I
want to pass on to you the impressions I get.

Sincerely,

%

The President
The White House



" THE SECRETARY OF COMMERCE
WASHINGTON
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MEMORANDUM for the Prﬂﬂidant:

In accordance with your request of June 16th
the National Bureau of Standerds has examined the paper
used by the FRANKFURTER ZEITUNG 4in its issue of
March 14, 1941 (returned herewith) and reports as
follows:

"We find that the newsprint paper of this
publication has a very unusuasl composition. The fibers
are 1/3 rag fiber, 1/3 sulphite fiber, and 1/3 fiber
from & erop plant, apparently potato tops. According
to statemente made in news releases, the Germans are
using potato tops as & source of paper fiber. The
paper contains 35 percemt clay filler. This very large
emount of filler accounts for the opacity, which is
very good considering the thinness of the sheet.

"United States standerd newsprint paper is
composed of 24 percent or less of sulphite fiber, the
balance being groundwood fiber. It conteina no filler.

"The newsprint paper of the Germsn publication
could readily be duplicated in this country but et
greetly inereased cost over the standard newsprint

paper.”

[

Wled

b



THE WHITE HOUSE
WASHINGTON

June 16, 1941.

MEMORANDUM FOR
THE SECRETARY OF COMMERCE 7

This 1s a clipping from the iR

g oy St
» kind of sprin being used
in . 4

I think it mey be of interest
to the Bureau of Standerds to study ,(3-‘&
this because, while very improbable,
we might have to save on the thlok-
ness and gquality of newsprint our-
selves, and there should be an
investigation of that poesibllity.

F. D. R.

Clipping from the "Frankfurter Zeitung".

X198
x/9€-A



THE SECRETARY OF COMMERCE Oék

WASHINGTON

June 18, 1941.
©

Memorandum for The President.

I have your note of the 1l6th and shall
be glad to have the Bureau of Standards study the
quality end properties of the accompanying clipping
Trom the "Frankfurter Zeitung" in anticipation of
possible economies in newsprint in this country
if necessity therefor should arise.

I will acquaint you with the findings.

Secfetary of re
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| & S i o
ische Botschatter in' London, John
den Amerikanern oft mit Abraham
off, eckig, ungeschickt in. den. Be-
rk auskepriigten Gesichtsziigen und
ine Spezialitit ist das Interesse fiir
. Freundschaft zu den Labourleuten
alb gilt er als der grifite Gegensatz
‘n Botschalter, der vor einem Monat

B
-

e

dofevelts in London.

irwortete, da gab der Sohn nicht nach, sondern
bra s Studium ab und wurde Geschichtslehrer an seiner
siheren Schula. Damals zeigte sich sein erstes Interesse fiir
die sozialen Fragen. Er verbrachte viele Stunden in Stein-
Ibriteheén und unterhielt sich mit Arbeitern. Sein Interﬁa
war immer stark theoretisch. Die Arbeiter dachfen an ihre
tiiglichen Sorgen, Winant dachte-an das Problem ,Labour®;
Als er in den zwanziger Jahren in New Hampshire gum
Gouverneur gewihlt wurde, fithrte er, Jahre vor Roosevelt,
in diesem reaktioniren Staat ein New Deal ein. Nachdém

Tﬁigr des New Deal.

chlachtschiff den Poto -
et o vl Besbachieryooseol so- die Mot gokommen, war, og. ot den i



THE WHITE HOUSE
WASHINGTON

July 25, 1941.

MEMORANDUM FOR JESSE JONES:

I have long felt that it would
pay the Federal Government to put all
of the Federal offices in and around
New York City into onme central building.

#We all know that the Empire
State Building is a losing proposition,
but on the other side, it is ideally
located for a central Federal Offioe
Building-

I wish you would look into this
whole subject, without passing it over
to anyone else or speaking to anyone
else about it. We ocan talk it over
next week.

F.D«Rs

Note in Pres. handwriting:"J.Jones
To put together & justify if possible"

Also typewritten list of number of square ft.

available etc.
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THE WHITE HOUSE
WASHINGTON

January 13, 1942,

MEMORANDUM FOR
JESSE JONES

What is the answer? 1
really think we should do something
and this 1s much the best time to buy
those Puget Sound Light and Power Comany
properties.

F.D.F.

Letter from the Secretary of the Interior,
1/9/42, to the President, referring to the
President's memorandum of several weeks ago
to Jesse Jones, suggesting to him directly
what the President had already euthorized

Mr. Ickes to sugges¥, namely, that he and I
join in a request to the Attorney General to
determine whether or not there is power under
existing laws for RFC to finance the purchase
of the properties of the Puget Sound Light
and Power Company. Mr. Ickes states he has
heard nothing from Jesse Jones in this matter
and wonders if the President has.



THE WHITE HOUSE
WASHINGTON

February 26, 1942.

MEMORANDUM FOR
HON. JESSE H. JORES

How well do you know Kelly,
the President of Anaconda? Is
there some way in which you can
persuade him and the Montana
newspapers he controls (practically
all in the State) mot to fight Jim
Murray this year in the Democratic
Primaries. Jim Murray is a thoroughly
decent soul, whom Wheeler is trying
to get, and I cannot see the sense
of Kelly going along with & man
like Jim O'Connor or Wheeler.

Let me lknow if you cen do
something privately.

F. D. R.
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FEDERAL LOAN AGENG

WASHINGTON '
JESSE H.JONES
FEDEMAL LOAK ADMiMISTRATOR
SFECIAL PARTNERSHIP

IH".M G&pitll - F- D- RI "6.00

Invested Capital - J, H. J, _6,00

Total Capital m
Investment in Bimelech $4.00

Dividend $7.60

Investment in Gallahadion 4.00

Dividend 0.00

Investment Mioland 4400

Dividend _13.80

Total Dividends $21.40

Less Expense - 4 hot dogs k0 §21,00
Dividend in liquidation to F. D, R. $10.50
Dividend in liquidation to J. H. J. 40,50
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THE SECRETARY OF COMMERCE SLAARAN SO
WASHINGTON Dpvrrrisoet

March 24, 1943

Dear Mr. President:

Enclosed is copy of a letter I am sending
Senator Trumen, and which I am releasing to the press.

These aluminum contracts were discussed in
the Washington-Merry-Go-Round of March Z<nd, and in
PM of the same date, coples of which are enclosed.

The information about these contracts could
only have been given out by BEW which has coples of
our foreign purchase contracts, and it is by no means
the first time BEW has fed distorted facts to these
scandalmongers in an effort to serve its purpose to
Emear me,

The PM story apparently caused a heated
discuseion in the Parliament at Ottawa.

Sincerely yours,

e =i

The President
The White House

pisHS




COPY

THE SECRETARY OF COMMERCE
WASHINGTON

Dear Senator Truman:

In reply to your inquiry sbout Metels Reserve Company's
purchases of aluminum from Canada, beg to advise that May 2, 1941, at
the request of OFM, Metsls Reserve Company contracted with the Aluminum
Company of Canada for the purchase of 170,000 metric tons (374,680,000
pounds) of aluminum at 17¢ per pound, the thenm prevailing price of
aluminum in this country.

This contract and all subsequent contracte in this program
were approved by the President.

In connection with the purchese, the Aluminum Company re-
guired en edvence of §25,000,000, which we agreed to maske et 2% interest.
Such advances are authorized in connection with the purchege of criticel
and strategic materlals under Sectiocn 5d of the Reconstruction Finence
Corporation Act, as amended, end dc not require interest. The interest
was computed to equal 0.295¢ per pound of eluminum, and in drawing the
contract this was deducted from the price of 17¢. The advance was tc be
amortized at the rate of 6-2/3¢ per pound of aluminum delivered.

Suwetentiel advances on purchase contracts of eritical and
strategic meterials have been made to China and Russie, and in connection
with purchases in some Latin American countries.

Mey 13, 1941, OPM requested that the initiel contract be
doubled. This was concluded et the same price. The company asked for
an advance of §25,000,000 against this contract, and & loan for this
amount was made to it by the Export-Import Bank at 3% interest.

In negotiating contracts with the Aluminum Company of America
to build and operate aluminum plants in the United States for our account,
we gpecured & reduction from Alcoe in the price of eluminum in the United
States from 17¢ to 15¢ per pound, thereby eaving the government & greest
meny millions of dollars.



Honorable Harry S. Truman Pege two

After getting the reduced price from Alcos, we asked
the Aluminum Compeny of Canada to reduce their price from 17¢
to 15¢, notwithetending we had contracted to pay 17¢. The
company wes reluctant to reduce the price gince they were
getting 17¢ from the British end Canadien governments. However,
we finally prevailed upon them to reduce the price to 15¢ on
80% of the shipments. To get this reduction in price, we
weived the interest on the advances, and mede a reduction In
the emortization requirements. The reduction from 17¢ to 15¢
saved Metels Reserve Company $16,000,000, while only $2,500,000
wae weived in interest. This revision of the previous contracte
provided for en increase in our purchases of aluminum from Canada
to 1,000,000,000 pounds.

February 23, 1942, we were requested by WPB to increase
the purchase of Canadisn aluminum by an additional 370,000,000
pounds. These purchases were made at the reduced price schedule.
The latter contracts mlso provided for advances ageinst deliveries.

Totel loans and advances to date in comnection with all

se contracts aggregate $69,500,000, &nd repsyments have

been $15,919,477. Total emount of eluminum contracted for is
1,370,000,000 pounds, and deliverles to date have been 368,000,000

pounds .

The contracte made provision for a fixed basie of
cancellation on eny part of the aluminum that we might determine

mttﬂm!

Metsls Reserve Compeny has had mo control over the
expenditure of the loans and advences, that iz, whether they
were to be used for working capital, plant expansion, or other-
wise.

Sincerely yours,
(Signed) JESSE H. JONES
Becretery of Commerce

Honoreble Harry S. Truman
United States Senate
Waghington, D. C.






TH1S QVERSISE ITEM HAS BEEN
MICROFILHED IN SECTIORS.
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Jesse Jones Finances Plant for Aluminum ITrust

While Government Bans

ALCOA Affiliate Gets $68,500,000 Without
Interest to Build Plant in Canada

By LF

+ SToNE

FM's Burwas

r WASHINGTON, Mar, 22 —While

f I”Ii construction of mew pablic power

projects i this eountry wu-i'lu'u:'j_

sopped by War Froduction Boar

fority arders, the U, 5. A. has been quist-

E‘r financing coe of the world's greatest

projects in Quobec and preparing to

It Free of chargs to Alwminum, Lid,

of Canda, corporate Siamess twin of the
Alumizsn Co., of America,

LL-I:“I agreement with Alumisusn,

to bept seoret not nl:];-‘ from the

but from interested officials, turms

even more cne-tided horss

s he made with

Debt Cancellation Provision

The $08, 500,000 given Aluminum, Lid.,
by tha I\, §, {"ﬂl'vrhhwntd‘lr ;11 le]w.m:\e
against 1370, 000,000 of alaminam
to be delivered by l}‘-..pa"m 45, Should the
war end hefore that time asd the Covern-
ment decide to cancel the contract, Alusad-
musn, Lid., will not be accountabils for the
balance

Shipahaw, paid for by U, 8. Government
Fumds, will give the ALCOA's international
slombnum trust i most rful weapan
apuinat our own new p‘um mamed and
financed—but ALOOA-managed—shiminum
plants and against the grest public power
projects which serve those plants

While the pablic plants In this country
I mosd cases will have to mest [nterest and
amortization on the bonds lssed to Enance
them, Aluminum, Litd., will bhave & oot
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free project, ready to undercut our own
Covernment plants with some of the cheap
ol power in the world.

Shipshaw also will give the alismbnem
trust & whip hand in “restorisg arder™ on
the world market a3 soon s the war b
over, since the Canadisn company will be
in position to undersel] new Evropean com.
pettors. As & Canadlan company outside
the furisdiction of the anti-trust laws of
the U. 8 AL It alo will be free to use
this sconcmis power to re-estshdish and rule
the pre-war lisminum cartel,

Higher Lend-Lease Price

Foreshadiwing restoration of the cariel
provison in the contracts w
o

=
The Shipsha
of Notthern

ward to the time when can

vides that the U, 5. Government shall
15 cents a pound for alumd lestined
ity cwn wse, but 17 cents s pound for Lend-
Loase use. Prosumably the kdea is to pre-
m“Lﬂu highes By an the world

even in time war,

Scarcity of sach Hems as generators was
the reason given for stopping the projocts
in this country, but the adian projoct
seems to have found It possble to oltain
all it fieeded from U, 8. coneerss asdd from
wch Canadian sabsidiaries of U, & B,
as Canadian Ceneral Electric.

Meat fmpaortand of the public power pro
jects \\'hl-l‘IE"bH'r' niffened while Shipshaw
went abesd are TVA, which had to suspend
conitruction on soeme BSO00 wsEpaWeT
af additional capacity, snd Grand Coulee,
which stopped work an thees umits, 450,000
barsepower of additional capacity

Farm Development Curtailed

An fmpartant factor in the eyes of mem-
bFT of Congress from the Faclfic Coast b
that the public power proj =t by
priorities E.nt u|||1:|.|II mmpknﬂ' :'F\P:flhp
vastly expanded sireraft industry but alio
:hmmw.a;uwﬂmmmmmﬁ

Eiom, i i
4 st s e

promised
ilities of that area.
Eﬁﬂmlzﬂml. H.ﬂutr than M’lﬁh

m,
.ﬁ:rum is curtailment of the Central
Vi i California by prioribies,
I'T.l the  Coloraida-Big 'ﬁmpmn
power and Erigation project,
The combination of these power and land
projects with n:wm abimirim, elec-

tiom In the West on

ming oard's mew pest-war .
mmnhhmrf that ares -E-lnnh for-

i ol
o, ool e e

i from nathve vlays inateed of being
d on ALCOAY bauxite holdings in
and the Culsnas

; may
h-ﬂwﬂnnlmql-m
mum'ﬂ'mmﬁlqﬁ
be “Goverrment  wibsidized,” wmlh
will have to pay nos-

Covernment pro
mal Interest and amoctization charges.

Discrimination in Reverse

Shipshaw thay would become a winsis
card In two battles —one Botween public J.mE
private ownership, the other between the
estublished private industries and mon

lies of the American-Canadian Eastern Ses.
board and the new joint public-private en.

\terprises of the West.

In this conflict, the Covernment's own
firancing agency, the Meconstruction Fi-
nance Corp., Iy sccused of being far friond-
ler to the grest private monopolies than to
the Covernment.

First contracts with Alumieum, Lid,,
were sl by Jesse Jones in May and
July, 1M1 In° Aupest, the compamy was

fvem w down payment of $50,000,000 —
all s an advanes paveent against de-

ns PPowr Prots

I‘f‘{::u-clutuk- development is nearing

But while
P < by HIMFHE ﬂ”.:‘.n.....“:":ﬁ

T

in willds
bec to suppt for Aluminum, Lid,, of Canada,
Chute a Caron pum:heunﬁpuu dam are shown, e s

nmnp

liveries of alaminum, half sx & loan &t 8
cent,

Canatraction in Octobes, 1041,

Om Mar. 8, 1 wnd Apr, 1, 1942, two
|ﬂmmﬁ*
parade the ol ooes, The Contructs

i | T

o Lend.Losss
llumrl;-r:n. The new eomtracts callsd far de-
of & tofal of 1AT0,000,000 pounds by
the end of 1645,

In the Summer of 1841, thern had been
criticism by the Troman Committes of the
plan’to pay 17T cests for alumnimsn from
Canads while the peice In this country had
been reduced to lg‘w—nh.

How Arrangement Works
I‘n—nuu..!'.ly in retumn for the price reduc-
tion and in considerition of the larger de
liverles megotinted, Jones increased the in-
tereat-froe advance from  $25,000,000 to
$85.500,000, In sddition ke gave Aluminm,
Lk, the right to borrow $34 5000,000 fseem

the Export-limport Bank af 8 per cent
This is beow the arrangement works: Foe
every pomind of slemim delivered at 15
cents, the Covernment pays  Aluminum,
Led., 10 cents and crodits § conts against
the §65,500,000 sidvance. For every 5 cents
so eredited, Aluminuen, Lid., may barrow

5oents at 3 per cont interest from the Ex
peoert-Im ik, up bo $34,500,000,
A little pencil-and-paper work will show

what & happy financls] arrangement this s
=for Ahiminum, Lid. The contracts call for
delivery of 1,000,000,000 mds af 15
cents 0 pound and I?I.M_ml pounds at
17 cents o pound and Alumimon will e
foy & large income long belore the Govern
menl sdvance repak

Votes for 18-Year-Olds

Py Burswn
WASHINGTON, Mar. 22 ~Thirty-for
States will le representod ot o meeting 1o
be held here soon to orgenice s Nationsl
Committee of Votes for Youth, 1t will diseet
& nation-wide campaign planied by Harold
Mioakorvit, presidetit of the Afiliated Young
Diomocrats of New York, to get the voting

age lowered from 21 o 16
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The statistics bohind those simple su
tions are glartling. The NRFA npmtmﬂ.-

of high- g
schaal and elght-enths of them should

ish high school, In 1840, American high
schools had shout 7,000,000 pupils, They
should have kad 1,700,000 more.

Jormon Cowixces: Fourtenths of the
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HOW CURRENT EXPENDITURES FOR EDUCATION 00
IN THE U, 5. A. COMPARE WITH THE NRPBS
PROPOSALS FOR THE POST-WAR ERA. et
- L 2000
PRE-SCHOOL, ELEMENTARY SCHOOL AND HIGH SCHOOL -
- 3900 -|
COLLEGE, UNIVERSITY, PROFISSIONAL AMD TECHMICAL SCHOOL | 1940
i 000
ADULT EDUCATION PROVIOID BY SCHOOLE AMD "
INETITUTIONS
‘ 1500 4
*
1000 -
* | a0 | 500
mﬂ.
%  PostWar Perled

chasing power,

the NRPE, “it doss not
that the botal pevenus ova

H:nw.'l'“n
el o
sources can be

bable that any

r Eovermmen

that most of the increass in

Post-War World

Figures are in millions of dollars. Post-war estimales are based on 1940 pur-

leased From the armed services after the war, |

of war workers, and special peo-
be necestary for those who ane

Whers Is the maney for all this going o
come FramP
"During the vears immedistely fcllowing

education from state and local
eatly increased . _ |, it also
Iinuw-?

funds avadl-| force relief agencies to support their sea-
ahle for education. It {s therelore evident

o

Farm Lobbyist Hit
By Farmers Union
Fid'p Sarean

WASHINGTON, Mar, 22 —The currest
{nsue of lhgm L’ﬂinl-ln;mn :rmuhl
publication vatinnal Farmers Unfon,

“John L. Lewis, Ed ONeal and Ta
bi. business” with theestening "t
the Mation om & mmh conrse.”

The editorial that Lewis be-
HNeves In “the p-rm-lph of the o' running
(the show with his cwn men, s Hitler
Jmhl Germany with his own Storm T
e It By mif ndbed Mine W U

=h 5] the United
erd in that fashion

It socuses Lewis and ONeal, the presi-
dent of the Américan Farm Buresu Fed-
eration, of fighting on 8 common front ™o
break down the Nation's price stroctuse,”

“The "cast af producticn’ theory was used
o wipe put small farmers tn Germany just
i it could wipe them out in America,” ithe
wditorial contipues. % aur govern-
ment guaranteed cost :} roduction o all
farmers. . . . The large farmers, who os-
lodt labor, peovide squalid housing and

wonal laber, would come out “top deg.”
*The Maticnal Farmens Union has, oon-
directed ftself toward the real
—the security of the farm famiy on the
in &n economy of abundsnce bronght

=

he Army they know they

GOP Freshmen
OK Peace Plan

26 Republicans in House
Indorse "Win the Peace' pro-

posal
Fi's Pumvas

WASHINGTON, Mar. 20 —Twenty-sh
Republican freshmen fn the House have
signed a statement indorsing the “win the
E::e resnlution last week by
Sona. Joseph H. Ball (R, Mins.), Harold
H. Burtan (., ©,), Lister Hill (D., Ala.)
and Carl A Hatch (D, N. M.).
hl}he Fresident - tFJh!-;y that 1|'||l-

no objections o Al inciples
of the resolution, which calla !upl-nmfdl.
ate collaboration of the United Mationa to
T out lnﬁ;:.il‘td st of mbes to minimize
the possibility of fubure wars and creats
an_international force to back up the rules,

That Houwss blicans ure not unank
mitas o thelr Indarsement is shown by the
latest fue of the Congremional Record,
which contalns an srticle placed thers by

, By Woodrdf (R, Mich. ),
wrticle, written by John T. Flynn,
economdit and former America Firster, de-
scribes tho proposal s an attempt "to hus
Amserica Inla commitment”™ while our ple
wre in "a state of high emotional "‘f:";' ¥

Said the junior Republicans’ statesnent:

“The anly sure way to keep the United
States out of foture wars @ not to have
fuature ware. Ous Nation alane cannot pobice
the woekd. Our Nation alome canned prevent
wirs, The world can progress toward perma-
nent stability and peace only through the
cullaboration of its b peoples.”

Among the signen are Ropa, Winifred
Stanley, of Mew Yook; Clare Luce, Ramulf
Comphon and John D, MeWillisma, of Con.
mectioud; James C. Auchinclos and Ha
L. Towe, of New Jersey; Duniel Ellison,
of Maryland; Walter . Jodd, of Minnesots;
Harry P. Jeffrey, of Ohla, and Alvin E.
Konakd, of Wiscooaln,

Sens. Ball, Buioem, Hill and Hatch re.
vealed, meanwhile, that they have
getting from 10 to 15 Hmes as many letiers
in favor of thelr resolution as against it

Prnfit-s-._ge_e;és Bar
To Labor Draft

Fif's Pureau
WASHINGTON, Mar, 22.-Sen, Lister
Hill (D, Al), a porter of unlversal
service legislation, ﬂmﬂa‘y that big war
profits are the chetacls to enactmont of &
oy diraft BlL

, & member of the Senate Military
Affabn Committes now comaidering the Aus-
tin-Wadsworth labor dealt bill, recognized

lubor's ebjections to the measure
Hill sald when workers are drafted into
are working for
the Governmendt, but if thay were drafted to

B
-
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THE WHITE HOUSE " ’

WASHINGTON A
-

April 19, 1943,

MEMORANDUM FOR
HON, JESSBE H., JONES

Please let me have a ocopy
of the Shipsaw Dam contract
with the Aluminum Company.
mmxuutr_hf
mlMlmﬁ
contrast -- but I may be
wrong.

F. D. R,



THE SECRETARY OF THE INTERIOR
WASHINGTOMN

April 13, 1943.

My dear Mr, President:

I note that Jesse Jones has said in a letter to Semator Truman, with
reference to the Shipsaw Dam that has been built by the Aluminum interests
in Quebec, that the original Aluminum Company contract and "all such contracts
in thie program were approved by the President."

Personally, I doubt thie because I know from personal experience that
Jesse doeen't like to show his contracts to anyone. Moreover, I do not
believe that you would "0.K." in an off-hand manner a formal written contract
submitted to you. You would, maturally, refer it to the Department of
Justice or to some lawyer in whom you have confidence.

But I am not so certain that you have not "0.X.'d" a written memorandum
that Jesse could flash as a pretended approval by you of a form of contract.
Such a memorandum, if 1t exists, wounld probably be in general and not too
clear terme. It might recite, for instance, how much aluminum was to bae
contracted for and its price -- perhaps even the delivery dates of the
aluminum. I am certain that i1t would not show the explicit terms of this
contract under which it became possible for the Aluminum Company to build
this great plant, in the Province of Quebec, with funds advanced by this
Government, without interest and contalning a forfelture clause under which,
in certain circumstances, a large sum may be forfeited to the Aluminnm
Company without any benefit having been received by this country.

I beg of you Mr. President not to sign any letter, contract, or
memorandum even, without submif€ting it to some trusted person for scrutiny,
and a report. After all, we must remember that the history of this era is
etill to be written. We won't want anything in the record that would cause
a 1lifting of eye-brows. We must remember that this Congress is only beginning
to investigate matters connected with the war. Thess investigations are likely
to continue for many years under more critical and even Republican Congresses
when there may be in the White House a President who will not be interested
in protecting your record.

Sincerely yours,

e atil B Lo

Secretary of the Interior.
The President,
The White House.
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BOARD OF ECONOMIC WARFARE

OFFICE OF EXECUTIVE DIRECTOR
WASHINGTON, D. C.

March 31, 1943 "w‘u,i

The Fresident, AW
The White House.

Dear Mr. Fresident:
Thank you for sending me Mr. Jones' letter of March

24th. His sssumptions are quite without foundation. After

—

careful checking, I am sure that no one in BEW gave Drew
Pearson, FM, or any other cutsider any informetion on this
alurinum matter either directly or indirectly.

As the war goes on, it is inevitable that more in-
gtances of this sort will receive public attention. For
example, I should like to mention the Nicaro Nickel case.
This is & recent instance in which BEW stopped & very loose
handling of government fundes by the Defense Flant Corpora-
tion. The situastion ig covered by the Vice Presideni's
letter of February 8th to Mr. Jones, a copy of which is en-
elosed.

BEW has had the enthugiagtic support of the Army,
Mevy and WPB in cleaning up this situation. Several people,




both within government and outside government, know the
facts, however. We have cautioned our people to "keep
their traps shut and saw wood®, but there are many sources
from which such a story could come to light.

In the future, therefore, we shall very much appre-
clate it 1f Mr. Jones will furnish us with any concrete and
specific evidence he mey have regarding any possible impro-
priety on the part of any of our employees rather than tak-
ing "pot-ghots in the dark". This is the policy we have
followed in dealing with similar cases with the RFC Corpora-
tions where the situation has been reversed.

Only last week, for example, we brought to Mr.
Clayton'e attentlon certain statemente which our Brazilian
representative informed us were directly traceable to Warren
Pierson, Fresident of the Export-Import Bank, who was then
in Bragil. It may well be that these statements, attributable
to Mr. Pilerson, were the foundation for certain untrue and
unfair stories in the New York Times, date lined at Rio. Mr.
Cleyton wag very decent about thie and he knows that he can
count on equally decent consideration of such matters by mem-
bers of our staff.

Becsuse of the large amount of secret work we are

doing for the Army and Navy, we have the most stringent regu-




lations within BEW to protect the security of informstion
available to us. Any specific facts Mr. Jones can glve us
in the future that will help us to protect the integrity of
this system will be very much welcomed.
Regpectfully yours,
™
%Nlo AN

Executive Director

Enclogures




BOARD OF ECONOMIC WARFARE Y
' WASHINGTON, D. C.

OFFICE OF THE CHAIRMAN
February 8, 1943

The Honorable
The Secretary of Commerce

Dear Mr. Secretary:

I want to call to your attention several very serious develop-
ments in the Nicero Nickel situation which would seem to call
for immediate investigetion and action. OSome of these ralse
the question of the desirability of continuing with this
project at the present time, in view of doubts as to the
fensibility of the metallurgical process involved and the
requirements within our own country of strategle war
meterials which are being used in the construction of this
plant. Others involve the adeguacy of management and super-
vision controls established for this project by Defense Plant
Corporation. Still others point to practices, chiefly on the
part of Nicaro officials, so umusual as to suggest the desira-
bility of independent investigation by the Department of Justice.

This project, as you know, calls for the consiruction of mining
and milling facilities for the production of nickel oxide in
Cuba, the oxide to be transported to the United States for
refining. The contract was entered into by Defense Plant
Corporation and Nicaro Nickel Company and Freeport Sulphur
Company on March 12, 1942, prior to Executive Order 9128, and
therefore without prior consultation with or clearance by the
Board of Economic Warfare. The contract provided that Defense
Plant should not be required to expend more than §19,300,000.
The estimates, approved by Defense Plant, contemplated that
the plant would be completed within twelve months.

Nine months later, Defense Plant advised the Board of Economic
Warfare for the first time that the t could not be complested
for the original contract figure of §19,300,000 and that an
additionsl $10,000,000 would be necessary. It appears now

that construction will probably be completed in November
instead of in March, as originelly contemplated.



The Secretary of Commerce - 2

The proposal for increasing expenditures by §10,000,000
was submitted to the Board on December lith in & letter
from John W. Snyder of Defence Plant, enclosing a copy of
a proposed supplementary agreement. The original of the
agreement had previously been sent to Niecaro and Freeport
Sulphur, without consultation with the Board, and had been
executed by these companies on December 5, 1342.

Mr. Snyder's letter did not include any detailed explanation

of the need for additional expenditures and no report was

glven to us as to the present justification for carrying on

the delayed construction in the light of our urgent need for
eritical materials for use within the United States. Accordingly,
we advised Mr. Snyder that we could not apsume the responsibility
of approving the completion of this project without further
information. Pending such investigation, Defense Plant was
authorized to continue making advances so se to permit Nicaro

to go ahead with its construction operations for the time being.

The preliminary investigation which we have been making, in
collaboration with representatives of the Defense Plant
Corporation, indicates three major polnts which call for
immediate ection:

1. The matter of first importance, of course, is to
reexamine the soundness of the declsion to proceed with this
project in the light of developments since last March. It
does not appear that Defense Plant Corporation has given any
technical consideration to the feasibllity of the procese
gince the originsl contracts were executed.

On this point, the following facts have come to our attention
in the course of our investigation:

(a) At a conference on February 5, Mr. Leith of the
War Production Board stated that he was not at all satlafled
with the feasibility of the metallurgical process involved
in the Nicaro project; that the process had only been tried
in a small pilot plant, and metallurgical experlence indicates
that it may not work out in as large an operation as that
involved at Nicaro. As you probably know, the War Production
Board approval of the $10,000,000 increase hus recently been
withdrawn.




The Secretary of Commerce - 3

(b) Our engineers {ind that the trade in general concurs
in Mr. Leith's skepticism. The Nicaro project seems to be
widely known in the trade es "the §20,000,000 pilot plant'.

(e) There have as yet been nmo final arrangements made for
the refining in this country of the oxide produced at Nicaro and
there is apparently considerable doubt as to whether satisfactory
use of this oxide can and will be mede.

(d) Army snd Mavy representatives advise us informelly
that Nicaro nickel will not be in actusl battleflield use before

1945.

Wie hope to be in & position by March 1 to make & report which
will serve as a basis for determining what, if eny, modifications
ghould be made in the plans for going ahead with thie project.

2. There is next the point of the adequacy of munagement and
supervisory control of these operations by Defense Plant Corporation.
When our investigators tried to obtein some explanation for the
$10,000,000 revision in the cost of the project, they found an
almost complete lack of independent accounting procedures and
disbursement controls. The following are suggestive of the way
in which expenditures on this project appear to have been handled:

(a) It has apparently been the Defense Plant practlce to
accept the Nicaro engineers' reports ag {inal. I understand that
the Defense Plant accountant in the New York office submits e
semi-monthly report on the Nicaro project which is signed by him,
but which is prepsred entirely by Nicaro snd is not checked in-
dependently by the accountant.

(b) I am further informed that it has been the practice of
the Defease Plant officials in New York, whenever the Nicaro repre-
sentatives precented requisitions for expenditures not included in
the original schedules, mot to reject them but simply to ineist that
& revised page be inserted in the proper schedule. This substi-
tution would include a description of the new item added but no
gtatement of justificetion for the change.

(¢) At the February 5 conference referred to above, Mr.
Sepass of Defense Plunt Corporation stated that "Defense Plant
does not have the engineers to mansge these jobs insofar as their
technical features are concerned". Mr. Leith added that "Defense




The Secretary of Commerce - 4

Plant is simply not in & position to check up on a project of
this kind and must accept the reports of the Nicaro engineers as
final."

(d) Illustrative of the lack of engineering or mccounting
supervision is the manner in which the §10,000,000 incresse was
approved by Defense Plant. The Nicaro request for the §10,000,000
increase, when it was presented to Defense Plant Corporation in
November, was apparently supported by & statement broken down into
only five general items, with but a single sentence explanstion
of the reasons for the tremendous increases involved. The
£10,000,000 increase appesrs to heve been approved without any
detailed information as to the items for which the additional
money was needed. The only justification receilved by Defense FPlant
officials in Washington was apparently & one-page statement
broken down into the following five items: Labor - §2,387,026
increase; Materials and Construction Equipment - §4,769,156 increace;
Freight - $2,193,861 increase; Engineering Overhead - §1,375,351
incresse; Contingencies - §725,894 decrease. There were single
sentence explanations following each item. Each of these items
has subsequently been substuntislly reviged.

3. The following irregularities appear to call for a further
and different type of investigation:

(a) Two days after the BEW investigation began, Mr. George
Wientworth, the Defense Plant representative in New York charged
with responsibility for epproving all Nicaro requisitions, was
discharged. Ingquiring s to the reasons for such discharge,
our investigators were advised it was because of "drunkenness".

The diemissal of Mr. Wentworth was followed within a few days by
the resignation of the two secretaries assigned to assist him.

Our investigators were andvised further thaet Mr. MeQuillan, in
general charge of the New York Defense Plunt office, is entertained
extensively by some of the Nicaro officlals.

(b) It appears that there are included as construction
costs on the Nicero project and paid by Nicaro the salaries of
19 clerical and stenographic employees of Defense Flant; that
licaro also pays [or Defense Plent stationery, rental, postage
and telephone service; that Micaro pays the entire rent for the
offices of Mr. John MeQuillan at 39 Broadway, although McQuillan
performs services of projects other than the Nicaro project. No
explanation has been mede mrs to why this method was adopted for
the handling of Defense Plant edainistrative overhead.



The Secretary of Commerca - 5

{e) The revised estimates submltted by Nloaro have proven
inscourste and unreliable. At least three different estlastes
have been submlited and elthough they all ndd up to the same
total, the treakdown has been different enwch time.

In one of the summary statements justifylng the incresse wiich
weg submitted to our people, there wes a "Frelght" item of
$3,171,380. Un Jamoary 7, 1943, our engineers usked the Wicara
people sbout thic estimsle, They were shown certain ecaleulations
Eupporting this figure. A duplicstion of & §185,000 item was
discovered in these canleulations. [n the reviced sctimate brask-
down submitted on “apusry 18, the freight {igure had been re-
duced to §2,671,380, that is by an even §500,000. Thls $500,000
hed been distributed, however, among the other schedules in the
revised estimete, so that the total remsined st L0, 000,000.

The revieed estlmate ls broken down into seven schedules. The
first six cover the various parts of the project (e.ge, aloing
plant, docks, astallurgicaml plant, townsite, ete.). These schedules
appoar to include iftems of construotlon expense. ALl of thea
shiow the revised crtimate ap ot least 250 percent more then actusl
conts to date. The seventh schedule in ontitled "Comstruction
Expense”. The reviged estimste is §2,608,315, us against sn
original estimate of §£38,000. The revised estimste for this
schedule 1s to the exuet doller the seme ne sctusl cost to dute.
Jne ites in thlsshedule, coverlng "Auxliisry apd Service Eguip-
ment" wae £90,400 Ln the originel estimate; but §1,167,082 was
metuslly spent to December 31, 19, mnd the revised vstimate is
In this exmct msount.

Ihe rovised estimate includes one item wilch, when lnquirles were
made with respect to it by & Board of Econcale Wurfure engineer,
'Ill‘lt-ltid to have been, ns m result of inmdvertence, overcetimated
by §50,000.

The revised estimete includes §52,254 for an nirplans. %his plane,
purchesed by Wiearo, wae never used on this preject but WEE,

seversl months age, requisitioned by Defense Supplies Corporation
for reconnaissnnce flights in comnection with sesrches fop strateglc
meteriels in Urazil snd other Latin Amerlesn cotntrles. let it

ip still carried os an ites of estimmted cost on the Micare project.
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(d) The total payroll on this project is now
at betweean §700,000 nnd §800,000 per month. Included Ln this
total are pslaries and wages not only for the more than 5,000
employees of Frederick Snare Corporatlon (the Company doing the
sotunl construction work), but slse for severanl hundred Hicaro
employees end executives and & nuaber of Freeport Sulphur Coapany
top officiels. There le evidence, unsubstantiated; of saleries
a6 high me §14,000 being pald esployees who are doing work [or
which they hnd no previous experlence before the date of their
employment by Nicaro.

(s} A mmber of rentel and purchuse contracts heve been
pade between Nicaro and Frederick Smare Corporstion. Such con-
tracts are undoubtedly eslled for in this situstion, but several of
those referred to appear to represent substantiel departures from
the original plans.

(f) ALl or part of the designing work on the project was
originally subcontracted by Kioaro to Ford, Bacon end Davie. This
contract wae subsegquently terminated belore completlon of thls work
but not until after expenses wnd fees totaling over §L00,000 had
meousuleted.

It may perhaps be that these Lust items can wll be satisfuctorily
explained and thet they are slmply the result of & fallure by
Defense Plant to prescribe orderly sccounting methods. It is

my feeling, however, that we cannot be sure of this without having
the entire matter checked into independenmtly.

I em suggesting, therefore, that this matter be referred to the
War Frauds Unit of the Department of Justlice. Irrespective of
whether or not any legal proceedinge might appeer to be called
for, such an lnvestlgation would furnish ue with & beasls for de-
termining, i the project is to be contirnued, whether its opera-
tion should be placed in different hunds.

Pleage advise me at your earliest opportunity ss to whether you
desire to joln with me in this proposed handling of this situation.

Bincerely yours,

H. As Wallace
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