
C O P Y 

RECONSTRUCTION FINANCE CORPORATION 

Washington 

October 2k , 19^9 
Bar ley Hise, Chairman, Reconstruct ion Finance Corporat ion today announced 
t h a t the D i rec to rs had approved a loan of $10,000,000 t o Kaiser-Frazer Sales 
Corporat ion, a subs id ia ry of Kaiser-Frazer Corporat ion, Wi l low Run, Michigan. 
The loan w i l l be used as a revo l v i ng c r e d i t t o a s s i s t i n f i nanc ing a t wholesale 
l e v e l the d i s t r i b u t i o n of automobiles manufactured by Kaiser-Frazer Corporat ion 
t o dealers and d i s t r i b u t o r s t o the ex tent t h a t c r e d i t f o r such purposes i s not 
ava i l ab l e through normal channels. No p a r t o f the proceeds o f the loan may be 
used i n connection w i t h the f i nanc ing of r e t a i l sa les . Repayment o f funds 
disbursed under the a u t h o r i z a t i o n i s requ i red i n e ighteen months and the loan 
i s t o be secured by new Kaiser-Frazer automobiles; endorsement o f the dea lers ; 
and, the guaranty o f Kaiser-Frazer Corporat ion. 

I n commenting on the $34,400,000 loan r e c e n t l y au thor ized t o Kaiser-Frazer 
Corporat ion, which w i l l mature i n t en years , Mr. Hise sa id t h a t the c o l l a t e r a l 
t o t h a t loan w i l l cons is t of a f i r s t l i e n on a l l o f the phys i ca l assets o f 
Kaiser-Frazer Corporat ion and i t s subs id i a r i es , i nc l ud ing the land, b u i l d i n g s , 
machinery and equipment known as the Wi l low Run p l a n t . These p roper t i es were 
r e c e n t l y appraised by Coverdale 8s C o l p i t t s , Consul t ing Engineers, 120 Wal l S t r e e t , 
New York C i t y , a t a recovery value as a going concern o f more than $58,000,000. 
The loan w i l l be f u r t h e r secured by a pledge of a l l o f the c a p i t a l stock of 
Kaiser-Frazer Par ts Corporat ion; Kaiser-Frazer Sales Corporat ion; Kaiser-Frazer 
Export Corporat ion; Kaiser-Frazer Canada, L im i ted , a l l who l ly owned subs id ia r ies 
o f Kaiser-Frazer Corporat ion. Of the loan proceeds $22,400,000 w i l l be used f o r 
engineer ing, designing and r e t o o l i n g i n connect ion w i t h the product ion o f new car 
models and the balance o f approximately $12,000,000 i s f o r working c a p i t a l . 

The $34,400,000 loan i s t o be a d d i t i o n a l l y secured by a $15,000,000 guaranty 
o f Henry J . Kaiser Company and Kaiser Engineers, Inc» , and such guaranty w i l l be 
secured by c o l l a t e r a l acceptable t o RFC w i t h a market value o f not less than 
$10,000,000. This guaranty i s t o be app l i cab le a lso t o the $10,000,000 loan 
author ized t o Kaiser-Frazer Sales Corporat ion. Both o f the loans bear i n t e r e s t 
a t the r a t e o f f o u r per cent per annum. 

Henry Ka ise r , the members o f h i s f a m i l y and companies i n which they are i n te res ted 
own less than t en per cent o f the stock of Kaiser-Frazer Corporat ion which i s 
b road ly d i s t r i b u t e d , being he ld by approximately 40,000 s tockholders. The 
widespread pub l i c i n t e r e s t i n the operat ions of t h i s business i s evidenced by 
the f a c t t h a t Kaiser-Frazer Corporat ion d i r e c t l y employs approximately 10,000 
persons and i t i s est imated t h a t an a d d i t i o n a l 47,000 persons are employed by more 
than 1,000 smal l manufacturers which supply pa r t s and mater ia ls and by dealers and 
d i s t r i b u t o r s o f Kaiser-Frazer automobiles and automobile accessor ies. 
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C O P Y 

October 25, 19^9 
Honorable J.W. F u l b r i g h t 
Chairman, RFC Subcommittee o f the 

Banking and Currency Committee 
Un i ted States Senate 
Washington, D.C. 

Dear Senator F u l b r i g h t : 

This l e t t e r r e p l i e s t o your i n q u i r y of October 11 regard ing the approval by 
Reconstruct ion Finance Corporat ion on October 6 , 19^9, ot a loan t o Ka iser -
Frazer Corporat ion o f Wi l low Run, Michigan. 

The amount of the loan i s $3^,^00,000 and the proceeds w i l l be used as f o l l o w s : 

1 - Engineering and designing o f new models and r e t o o l i n g 
f o r p roduc t ion thereo f $18,000,000 

2 - Engineering and designing o f a new model l i g h t - w e i g h t 
automobi le, and t o o l i n g f o r p roduct ion t h e r e o f . . k,k00,000 

3 - Working c a p i t a l 12,000,000 

Kaiser-Frazer has been unsuccessful i n i t s attempts t o ob ta in , through normal 
banking channels o r o ther p r i v a t e sources, the f i nanc ing needed f o r the p ro -
duc t ion of new compet i t ive models - hence, i t s a p p l i c a t i o n t o t h i s Corporat ion 
f o r f i n a n c i a l ass is tance. The Company, which here to fo re has made and marketed 
on ly one basic ca r , namely, a i»--door sedan, has determined t h a t t o compete i n 
the automobile market Kaiser-Frazer must manufacture a complete l i n e o f cars . 

P resen t l y , Kaiser-Frazer has approximately $35,000,000 working c a p i t a l , o f which 
approximately $12,000,000 i s i n cash. I t owes the banks $16,000,000. I n the 
course of normal operat ions dur ing the next few months, i t should r e a l i z e 
s u f f i c i e n t a d d i t i o n a l cash from conversion o f raw mater ia ls and sale of f i n i s h e d 
products t o enable i t t o repay i t s bank loans w i thou t us ing any p a r t of the 
proceeds of the RFC loan. However, Kaiser-Frazer cannot, as a p r a c t i c a l mat te r , 
w a i t f o r f ou r or f i v e months u n t i l the bank loans are thus l i q u i d a t e d t o place 
orders f o r the t o o l s , d i es , j i g s , and f i x t u r e s w i t h which t o r e t o o l i t s p l a n t . 
I n the circumstances, i t may be necessary f o r Kaiser-Frazer t o use a p o r t i o n o f 
the RFC loan , together w i t h i t s cash on hand, t o pay the banks. 

The RFC w i l l rece ive as secu r i t y not on ly the c o l l a t e r a l , cons i s t i ng of machinery 
and equipment upon which the banks p resen t l y have a c h a t t e l mortgage, bu t a lso 
a f i r s t mortgage on r e a l es ta te , b u i l d i n g s , and appurtenances comprising o f the 
Wi l low Run p l a n t . I n a d d i t i o n , RFC has requ i red a $15,000,000 guaranty, executed 
by Kaiser Engineers, I nc . and Henry J . Kaiser Company. This guaranty w i l l be 

©urfeflt , by c o l l a t e r a l s a t i s f a c t o r y t o RFC having a market value o f $10,000,000. 
Coverdale and C o l p i t t s , a nat ional ly-known f i r m of consu l t ing engineers, has made 
an inspec t ion and app ra i sa l o f the land, f i x t u r e s , machinery and equipment and 
placed wpon them a recoverable value on a 'go ing concern bas is" o f $58,000,000 
and on a "piece by piece bas is " o f $35,500,000. These va luat ions do not inc lude 
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the est imated fo rced l i q u i d a t i o n value o f $2,083,000 f o r t o o l s , d i e s , j i g s and 
f i x t u r e s , cos t i ng approximately $16,000,000, which w i l l be purchased w i t h * p o r t 
of the proceeds o f the RFC loan and on which RFC w i l l have a f i r s t l i e n . 

The Board o f D i rec to r s o f Reconstruct ion Finance Corporat ion be l i eves , t he re fo re , 
t h a t the loan i s w e l l secured and w i l l be repa id . 

Kaiser-Frazer employs d i r e c t l y approximately 10,000 persons and reafcoriahly 
est imates t h a t an a d d i t i o n a l 44,000 are employed by more than 1000 smal l manu-
f ac tu re r s which supply pa r t s and mate r ia l s and by dealers and d i s t r i b u t o r s o f 
Kaiser-Frazer automobiles and automobile accessories throughout the na t i on . 
The widespread p u b l i c i n t e r e s t i n the success o f Kaiser-Frazer spr ings not on ly 
f rom the number o f employees and the number o f smal l businesses which a re , t o a 
la rge ex ten t , dependent upon i t , bu t a l so by reason o f the broad d i s t r i b u t i o n o f 
i t s stock which i s he ld by approximately 40,000 s tockholders. Mr. Henry Ka ise r , 
the members o f h i s f a m i l y and the var ious companies i n which they are i n te res ted 
own less than 10$ of the stock o f Kaiser-Frazer Corporat ion. 

Since rece i v i ng your l e t t e r o f October 11, the D i rec to rs have approved a s h o r t -
term loan o f $10,000,000, matur ing i n e ighteen months, t o Kaiser-Frazer Sales 
Corpora t ion , a subs id ia ry , t o enable i t t o f inance a t wholesale l e v e l the 
market ing and d i s t r i b u t i o n of Kaiser-Frazer ca rs . This loan, or so much of i t as 
may be disbursed, w i l l be secured by new automobi les, by the guaranty of Ka ise r -
Frazer Corporat ion and a lso by the $15,000,000 guaranty executed by Kaiser Engin-
eers , I n c . and Henry J . Kaiser Company, t o which reference i s made i n a preceding 
paragraph. 

The RFC Board o f D i rec to rs be l ieves t h a t t h i s loan a lso i s w e l l secured and w i l l 
be repa id . 

The D i rec to rs of RFC are convinced t h a t these loans w i l l enable Kaiser-Frazer 
Corporat ion t o main ta in a product ion l e v e l t h a t w i l l insure p r o f i t a b l e opera t ion , 
w i l l p rov ide employment f o r thousands o f workers, w i l l a s s i s t and encouragemany i 
smal l businesses, w i l l increase product ion i n a number o f manufactur ing f i e l d s / 
and genera l l y promote the economic s t a b i l i t y o f the count ry . 1 

Sincere ly yours , 

/ s / Har ley Hise 
Chairman 

Enclosed i s copy o f a Press Release issued yesterday 
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