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ottendemt~clrounstanses of oubleet conltrads. Tho data barsin

includes a1l informatics recorded i reforenoe (a) 2ad esrtaln
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£s Bankreound FPasta, The U, 5. Hawel Conpuling Maching'

Laboratory was estabiiszed in Dayton, Ohis, in Hovesbap 31843,

Sor the dasign pad davolonment of sptalsl 2lacireals suipsent

for Communlsatlon Intslligsnes plopoass. inls 15&?&5-:-1'? _

caouziad a bullding on the grossnis of oo Hatlonsl Gaszhk Poglstey
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with the Chiaf of Baval Cpevations {02-22) in 23for £2 trenslste

tts spoelalized testmleal requirumenia of 06T g3 quiskly end -

afficlently as posaible 23t0 yrasiical eculpments anf in oxder

to hendle highly €lasssified techinlosl inferzszticn thwgugh direat ’
ad seoure channols invelving o ninizus rumber of perecns. 4

3. he equipment wixdich was eaglngerod and buili of the

Bavzl Cormpuiing Mashinsg Laboratory resuitad froz the thsorelical

docipn approanhss generaled within the yzzearsh sm?g oF IXO

(Op=20-C). Thie rasezroh grcup sonzizisd primsspyof Havel Reserve
officer porzonnel vho worked clocoly with tho Haval Cospulirg - e
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From: 945

To: Secret Files (NObs-28476)

Subj: NObs-28476 - Decelopment Contract with Northwestern

Aeronautical Corporation, St. Paul, Minnesota -
Summary of Background Information

Ref: (a) Code 945 Secret memo serial 945-4813 dated
21 March 1946 to Secret Files (NObs-28476).

L]

j This memorandum has been prepared for the purpose of

recording detailed information concerning the history and all

attendant circumstances of subject contract. The data herein

includes all information recorded in reference (a) and certain
supplementary facts, as well as more recent developments up to
the present date. This memorandum can therefore be considered
to supersede but not to cancel reference (a).

2 Background Facts. The U. S. Naval Computing Machine
Laboratory was established in Dayton, Ohio, in November 1942,
for the design and development of special electronic egquipment
for Communication Intelligence purposes. The laboratory
occupied a building on the grounds of the National Cash Register
Company and the activities of the laboratory were implemented

by Navy development contracts with that company. The Bureau of
Ships furnished the Officer-in-Charge of this laboratory,
Captain Ralph I. Meader, USNR, who performed this duty as a
member of Code 945 of BUSHIPS on additional duty. Capt. Meader
maintained for BUSHIPS and NCML the closest personal liaison
with the Chief of Naval Operations (Op-20) in order to translate
the specialized technical reguirements of CNO as quickly and e
efficiently as possible into practical equipments and in order

to handle highly classified technical information through direct

and secure channels involving a minimum number of persons.

3 The equipment which was engineered and built at the

Naval Computing Machine Laboratory resulted from the theoretical
design approaches generated within the research group of CNO
(Op-20-G) . This research group consisted primarilyof Naval Reserve
officer personnel who worked closely with the Naval Computing
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4, It became apparent some
hogftililities that tha O cowld rot be gatisfactorily operzted
st the Naticnal Cagh Register Company sfter ths war ended, since
that company ¥wrs not intereetad in continuing ths necessary
controots _to piovido services, fecllities or ¢agineoring Salant
t2 thias project in the post-war peiticd.
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Machine Laboratory during the time their theories were being
transferred into machines and, upon completion of the machines,
assisted the laboratory in training Navy personnel for maintenance
purposes. These arrangements were most effective in obtaining
special equipment of vital importance for Communications
Intelligence operations and proved far superior to development
contracts with other corporations not directly integrated with

the naval activity.

4. It became apparent some time before the end of
hostilities that the NCML could not be satisfactorily operated
at the National Cash Register Company after the war ended, since
that company was not interested in continuing the necessary
contracts to provide services, facilities or engineering talent
to this project in the post-war period. The National Cash
Register Company strongly indicated its desire to terminate all
existing contractual arrangements as soon as possible after the
termination of hostilities with Japan. It therefore became
necessary to consider the removal of the Naval Computing Machine
Laboratory from the location at Dayton and its re-establishment
elsewhere under conditions which would permit a continuation of
the design, development and production work in this important
field. Continued urgent directives from the Chief of Naval
Operations made it apparent that this type of work in the field
of Communications Intelligence was to be malntalned in spite of
the end of hostilities.

5. The subsequent demobilization of Naval Reserve personnel
created a situation wherein the future progress of Naval Commun-
cations Intelligence work would be seriously handicapped, if not
completely stopped, unless means were found to permit the

continued contribution to the Navy program of the highly specialized
research engineers who had engaged in this program under CNO in
conjunction with NCML. The limited number of such specialists
available for this work made it imperative that efforts be made

to assure their uninterrupted service to the Navy as a safeguard

to national security. Efforts to encourage a workable number of

)
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the Loy men of thls group to transfsr to the Reguler Navy
were unsuccesuful, &8 were efforts ts recrult thes into Civil
Service. Since the efforts of this group during ths wsr hed
resuited in the Navy's greel$ succies in the field eof Cormuni-
cetlions Intellligence, epacisl Esans appuared to Lo Justified
in oxCer fo insure that their talents were not abruptly lost.

]

8. In fddition to the peculler porscnnel requiremente of
this probled, a pecond epeciel faclior is the necessity for ths
paintenanoce, @4t a2ll times, of the highest ordsr of gacurity of
informavticen. Practically all eof the work involved and the
eguip=ent producsed muat be highiy classified and at the eaze
time 15 g direct and vitael factor in the national security of
the United States. Thils reguires speelal arrangessnta for
rhreicel sscurlty of the laborztory, the equipment 1iself, and

- all files &nrd correspondsnce ccntalning technlegl detalls which
zight rsovezl tho palure or nsthodg of toe work.

P History of Freliminarv Flannine., As early as 1944 it
vwes reclized Ly inserseted officers that the very effectivs
errangenents voried out during the war ¢ould continus T beanefit
the Navy snd the naticn 1f soms woriabls msans ¢auld be found
to continue them, with as 11tile real change &s poasible, in the
pat-war period. In the Fsll of 1544, thé Dirsctor of Kaval
orzunications, Bear Admiral J. R. Rsdmsn, USN, verially
roqueated a study of the probles of caontinuling, eftsr ths war,
g0 arrengenznt pimiler %o the Eaval Somputing Machine Laboratory - -
Haticnal Cagh fagiater Uoxmpeny. eet-up for Commurnications Intelligence
research and @svelopment. Captaln R, T, Zzgstrom, US¥R (Cp-20-C;
new Cp-£0-L) znd Csptein Ralpn I, Kesder, USAR (BUSHIFZ), wers
gseigned thy tack of formulaling plane to this end.

a. ~ Tha firet tentative plan evolved contemplated the
establishuent of & dorpsration to be celled Mationsl Electronic
LaboraZsories. Thle wos 10 L:a A private research organizetion

S
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the key men of this group to transfer to the Regular Navy

were unsuccessful, as were efforts to recruit them into Civil
Service. Since the efforts of this group during the war had
resulted in the Navy's great success in the field of Communi-
cations Intelligence, special means appeared to be justified
in order to insure that their talents were not abruptly lost.

P In addition to the peculiar personnel requirements of
this problem, a second special factor is the necessity for the
maintenance, at all times, of the highest order of security of
information. Practically all of the work involved and the
equipment produced must be highly classified and at the same
time is a direct and vital factor in the national security of
the United States. This requires special arrangements for
physical security of the laboratory, the egquipment itself, and
all files and correspondence containing technical details which
might reveal the nature or methods of the work.

b

#u History of Preliminary Planning. As early as 1944 it

was realized by interested officers that the very effective
arrangements worked out during the war could continue to benefit

the Navy and the nation if some workable means could be found

to continue them, with as little real change as possible, in the
post-war period. In the Fall of 1944, the Director of Naval
Communications, Rear Admiral J. R. Redman, USN, verbally

requested a study of the problem of continuing, after the war,

some arrangement similar to the Naval Computing Machine Laboratory -
National Cash Register Company set-up for Communications Intelligence
research and development. Captain H. T. Engstrom, USNR (0p-20-G;

now Op-20-L) and Captain Ralph I. Meader, USNR (BUSHIPS), were 2
assigned the task of formulating plans to this end.

8. The first tentative plan evolved contemplatéa the
establishment of a corporation to be called National Electronic
Laboratories. This was to be a private research organization

- ™

(RETYPED FOR PURPOSE OF CLARITY)

006




__{“ o @

HObu-2B478{943)
Sarisl 0405--C0%0

o
Tl
BT

LW po= O moovA

under vhose augpices the lavy could ocniilnus ths ligval Computing
Kacohlne Ladoratory in s pammer parslleling tha exlsting syzten
with Kationel Cs=ek Roglster Company. Thie plan was the presult of
exhoustive gtulles. %Zhe ugse of exigting ocomercial companies
was thoroughly consldered But was relected for several Passsns.
Ths latlional Cash Reglater Company would 5ot oontinug ils
Eartlcipation becsuge of its desirs 10 dsvote 1ta facllitlies to
its own pest-unr copmarcial rasearch, It was conaldered that
nost estadllizhed cozmmerslsl elsotronics ecnpanies would Ve sO
conesrned with thelr owa reoonveraion probloms thal sufficlent
reacurces and attsntion would not be directsd to this lavy problen, -
Purthermores, no other existing company was considered $o possess

the sxperisnce necsseary to begin with, It was gleo d4ifficult o
enviglon any arrangeoment with exigting ocapaniés which would abserb

tha gervices of the viial speclalist personnel, then still in the

Havy, under terms sufficlently attractive tc induce thoge nmen
individuzlly to Jein ths saterprise. The organizaticn of &n

entirely new enterpriss wuld provide tho necessary incentive g0

that the Kavy's owm rescarch pareonnel, wio had alrsad¥y éevelo

sechnical skills ef & high order in this epeclal fleld, could

Eopt togeiher aftsr Chelr rolsase from astive dutly &3 & group in

the nev orgsnisation., 7Thesa plens cnvisepsd these persounel as

navel resdrvists on Lnactlvs duly so that in casce of nstlonal

epergancy, tha Ravy could tare cver their entire resourses of

technical knowleége Af nocassary. At this tims, the plans

contezplated that the following pavel officers after rslief fron

gotive duty, wuld eventually handle the technicsl direction of

the preposed new organization: :

N

Coxir, B. 7. Engstror, GSER
Cordr. R. I. Eeoder, bsxx
Lt, Comir, W, C. Horpis, CORR - S
Li., J. H. Fowsrd, UZRR

e, ¥hileo various posaibilitice hed by thls timo baen explared
ag to the provisicn of tha ceoessary finarcisl backing for such a
new enterpriss, no cpecific firansisl arrangazents had ac yot been
propessd. Before proocedling with this sspect of ths plans, it wss
deslired to cryetellize ani obtaln approvel of tha ganoral plans
for pethsdz of opzratlon and thke naiure and goope of tha propoesd
Gorporatlen,
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under whose auspices the Navy could continue the Naval Computing
Machine Laboratory in a manner paralleling the existing system
with National Cash Register Company. This plan was the .result of
exhaustive studies. The use of existing commercial companies

was thoroughly considered but was rejected for several reasons.
"The National Cash Register Company would not continue its
participation because of its desire to devote its facilities to
its own post-war commercial research. It was considered that
most established commercial electronics companies would be so
concerned with their own reconversion problems that sufficient
resources and attention would not be directed to this Navy problem. . =
Furthermore, no other existing company was considered to possess
the experience necessary to begin with. It was. also difficult to
envision any arrangement with existing companies which would absorb
the services of the vital specialist personnel, then still in the
Navy, under terms sufficiently attractive to induce these men
individually to join the enterprise. The organization of an
entirely new enterprise would provide the necessary incentive so
that the Navy's own research personnel, who had already developed
technical skills of a high order in this special field, could be
kept together after their release from active duty as a group in
the new organization. These plans envisaged these personnel as
naval reservists on inactive duty so that in cases of national
emergency, the Navy could take over their entire resources of
technical knowledge if necessary. At this time, the plans
contemplated that the following naval officers after relief from
active duty, would eventually handle the technical direction of
the proposed new organization:

L]

Comdr. H. T. Engstrom, USNR
Comdr. R. I. Meader, USNR
Lt. Comdr. W. C.-Norris, USNR - —
Lt. J. H. Howard, USNR

9. While various possibilities had by this time been explored
as to the provision of the necessary financial backing for such a
new enterprise, no specific financial arrangements had as yet been
proposed. Before proceeding with this aspect of the plans, it was
desired to crystallize and obtain approval of the general plans

for methods of operation and the nature and scope of the proposed
corporation.

-4-
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1C. The tentative plans for tha Naticnal Electironics
Laboratories (a rnoze subseguently abandaned) were thersfore
aubzitled ts Admiral Fedzan on approximately 20 Fedbruary 1846,
in & maeting attenied by ths folliowving: .

Rear Admiral J. R. Redeman, US3 (D22)

Ceps. J. V. Eurphy, USH Deputy DG}
Capt. J. E. sgiézr: U=y Or~20-0)

Capt. F. C. ¥illenbusher, USN
Cozdir. (later Cspt.) E. T. Zagstroz, USFA (Op-20-C
Comdr. (later Copt.) R. I. Reader, USKR  (EusdIrs

Mpirsl fledzan cxpressed approvel of the plans and agreed that a
privates enterprise wes ths only snstiefaciery zedtum for carrylng

out this reeearch work. GCaptain ¥Willenducher, a3z legal =2vissr,

gave the gpinion that thers wosg N9 polnt of controversy censerning -
tho legelity of ths proposed plens. Admiral ledoesn then verdally
suthorized Cozdr. Enzptronm erd Comir. Meader to precesd with the
o{gani:a:ion of a privats laboratory group in sscordznce Wl th tlese
plane. ’

3l. The next problem to b met was the definite arranging ¢f
surfticient finsncial backing to establish lsboratory facilitles.
Approechos were made to Adamirel Lewla Strause, thun on sctive duly
in the office of ths Secretery of tho Navy end & partner in Kobne
Loeb and Cozmpany. EBafore going sheed, A4miral Strouss sulzitted
the plens to the Decretary of the lavy, Kr. Jomes Forrsstisl, and
Adloougesd the plans at a nesting wlth the Agsistent Ssorstary of -
the Kavy, ¥r. Biruve Hengol; tho Director of Faval Communiocatious,
Rgar A2miral Joesph R, ReCpsn, USH; pnd tha Chief of the Buresu of
Ehipg, Vice-Adnlral E. L. Cochrano, USN, who conturred in the plana.
Mvrics wes elso solicitsd from ¥r, Eligha ¥alker, ths gealcr
partuer of Fuhn-Loob., Plana called for establlshmesat of this
lzberstory as on activity of the U. 8. FRubber Company. At the end
of eeveral moatns, the grouy under Ainiral Strauss dscllded that

the ocozmerslisal aspects of the plan were doubtful znd that financlally

"
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10. The tentative plans for the National Electronics

Laboratories (a name subsequently abandoned) were therefore
submitted to Admiral Redman on approximately 20 February 1945,
in a meeting attended by the following:

Rear Admiral J. R. Redman, USN (DNC)

Capt. J. V. Murphy, USN (Deputy DNC)

Capt. J. N. Wenger, USN (Op-20-G)

Capt. F. 0. Willenbucher, USN

Comdr. (later Capt.) H. T. Engstrom, USNR (Op-20-G)
Comdr. (later Capt.) R. I. Meader, USNR (BUSHIPS) =

o

Admiral Redman expressed approval of the plans and agreed that a
private enterprise was the only satisfactory medium for carrying
out this research work. Captain Willenbucher, as legal adviser,
gave the opinion that there was no point of controversy concerning.
the legality of the proposed plans, Admiral Redman then verbally
authorized Comdr. Engstrom and Comdr. Meader to proceed with the
organization of a private laboratory group in accordance with these
plans.

50 The next problem to be met was the definite arranging of
sufficient financial backing to establish laboratory facilities.

Approaches were made to Admiral Lewis Strauss, then on active duty

in the office of the Secretary of the Navy and a partner in Kuhn-

Loeb and Company. Before going ahead, Admiral Strauss submitted

the plans to the Secretary of the Navy, Mr. James Forrestal, and

discussed the plans at a meeting with Assistant Secretary of

the Navy, Mr. Struve Hansel; the Director of Naval Communications, -
Rear Admiral Joseph R. Redman, USN; and the Chief of the Bureau of
Ships, Vice-Admiral E. L. Cochrane, USN, who concurred in the plans.
Advice was also solicited from Mr. Elisha Walker, the senior

partner of Kuhn-Loeb. Plans called for establishment of this
laboratory as an activity of the U. S. Rubber Company. ‘At the end

of several months, the group under Admiral Strauss decided that

the commercial aspects of the plan were doubtful and that financially

= =
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tke laboratsry could not suppert itsslf. The Navy gioup was
-not pleased,with the U. £. Rubber. interiational implisations
and rfelt thatl ths Cesirsd degres of security for tﬁe projest
could not be attalnsd. The Slesougcsioneg were then abandoned.

Tt

32, Arter additionsal menths of unsuccessful affort, Cuptain
‘Beadér diecusaed the plens with Fr, Helesd Talbott of Dayton,
Chin, o refeirsd him to ¥r, Jchn Parker, & pertner in ths fim
ol Auchincleze, Parker and Bedpalh, e Preeldent of the North-
western Aeronauticzl CsrPeration of S5t. Faul, ¥innesotz. Er. Parker, =
a graduste of ‘the U. 8. ilavel fAcedeny, and Kr. Talbot, who had’

served during ¥orld ¥ar II as s Colcriiel in the Argy Alr Forces,

gaught the spirit of tha plan immediately end reached a solution

to the organizstionsl protlen. T2 Northwestern dsrcnsutical

Corporation hsd carried out a large azpunt of &avelopment and .
_production work for ths Argy Atlr Forocs ¢uring the war. 7Theo nesd

for thelir facilitles at Et, Paul wus belng curtsilad ss a result

of the cegsstion of hostilitisa., Thaes fpeilitles, which vere

under lease froz the Dalenegs Plant Corporation, were therefore

avallatle for any pew Kavy program, i3 financlsl poeltlisk of

tha Sorthwestern Aercrautical Corporation was consldered sells-

fsotory. Subseguent $o theszs initial coaversations, Hr. Talbott

becans a vice prezident of NHorthwastern Aergnsutical Corporation,

13. Pipg)l Arraneazenta Ezpat ng. After this point

kad boen reached, the Horthwastera Asronsutical Corporaticn becans

the &sfinite vehicle for the oreaztion of the organizaticn capabls

of Pn:rarzing thz C, I. resesrch progran.’ An arrangezent wes ,
vorzed out within the Horthwestern Aercaautical Ucrporation for

the firanclel support of a new privats recearch organizatlon,

nazed Engingering fesearch Aspoaolites, Incorporated. Tha mexmbers .
of this corporstion (administrative officers eond engineera) wers

to be recruited from the teelnical perscornel who had teen engaged

in research cnd develepoment in thiz field during tha war ond who

e¢xpeoted 10 be relesced from sative duty in tha Hsvy in the near

future. An arrengerzent wad mods under yhich tha Znglneering

2
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the laboratory could not support itself. The Navy group was
not pleased with the U. S. Rubber international implications
and felt that the desired degree of security for the project
could not be attained. The discussions were then abandoned.

12. After additbnal months of unsuccessful effort, Captain
Meader discussed the plans with Mr. Nelson Talbott of Dayton,
Ohio, who referred him to Mr. John Parker, a partner in the firm
of Auchincloss, Parker and Redpath, and President of the North-
western Aeronautical Corporation of St. Paul, Minnesota. Mr. Parker,
a graduate of the U. S. Naval Academy, and Mr. Talbot, who had
served during World War II as a Colonel in the Army Air Forces,
caught the spirit of the plan immediately and reached a solution
to the organizational problem. The Northwestern Aeronautical
Corporation had carried out a large amount of development and
production work for the Army Air Forces during the war. ' The need
for their facilities at St. Paul was being curtailed as a result
of the cessation of hostilities. These facilities, which were
under lease from the Defense Plant Corporation, were therefore
available for any new Navy program. The financial position of
the Northwestern Aeronautical Corporation was considered satis-
factory. Subsequent to these initial conversations, Mr. Talbott
became a vice president of Northwestern Aeronautical Corporation.

b ]

13, Final Arrangements and Negotiations. After this point

had been reached, the Northwestern Aeronautical Corporation became

the definite vehicle for the creation of this organization capable

of performing the C. I. research program. An arrangement was

worked out within the Northwestern Aeronautical Corporation for &
the financial support of a new private research organization,
named Engineering Research Associates, Incorporated. _The members
of this corporation (administrative officers and engineers) were
to be recruited from the technical personnel who had been engaced
in research and development in this field during the war and who
expected to be released from active duty in the Navy in the near
future. An arrangement was made under which the Engineering

-6-
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Rogearch Agsocliates would carry outl research and dovslopaent

a3 required by the Kerthvestern Aeronsuticsl Corporstion., The
lattar corporation would thereloro be in a position to undertske
ths work envigaged in the plan, having excellent fecilities, itsa
o1 finpnelal regourceg, and the gervicass of ths nscessasy
technicsl spedlialists through the Eangineering Rasessch Assoclates.

-

14, A econtract ozuld then be negotiafed with Borthwostemrn
koronautical Corporation to provide lsborstory space and
facilitlies for trhe estalblishzment of the Eavel Computing ¥aohine
Lzboratery in quarters sdjacsct to thoso to be oosupled by tha
perzonnel of Enginsering Rosesrch Asgocietea. This laboratery is
a lovy unit under direct contlrgl of the Navy, sedz=inletered by
an cfficer Fepresentative cff the Buresu of Shigs {2t pr=gart,
Captein Yeosder). The laboratory personnel will ds provided by
the Burezu of Shipa and the Chlef of Neval Oporations. At presgent
thls ectivity hes thres cofficer tillets under BUSHIFS and &12

ther ngvel personnel are provided by ORI, There ard no oivilian
billets. The Bzvy-cunsd eguipment located at Dayton, Chic; was
to bs moved tc the new gite in St. Paul, klancagta. the puccess
of thig porticn ¢f the program depends upca the cloge llalscn
betwcen ths personnel of Engiceering Rassarch Asscolates and thoes
of the Kaval Compniing Kachlfie Latoratory. Thla close association
of Mavy lsboratory pereconnsl, who of nedsasity will b2 mostly nay
engineera, insxpsrionced in this opecial work, with thas cspzdvle
and exzperierced enginersrs of 584 in the sslutlon of Kavy prodisms,
should produce, within a yenr or two, experighced Navy englneering
personnel. These englnsers shouid thersaftsy, 1f necessary, 0o
capatle of carrying on tha indepentent opsration of a Faval
Cozputing Eachine Leborstory tolh for resaearch and for eagineering
design and dovalopdens, Tha Latter waa the primery functicn of
the exizting Kaval Computing Kachine Lstoratery.

18, The Torzgolny propoeed srrangementa wire cxplalned $2
various ¢ffizers of the Llecironlcs Divisglon of the Dureau of
Shaips at z sonfercnee alttended by The folleowlng, on 5'January 194&:

013
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Research Associates would carry out research and development

as required by the Northwestern Aerconautical Corporation. The
latter corporation would therefore be in a position to undertake
the work envisaged in the plan, having excellent facilities, its
own financial resources, and the services of the necessary
technical spcialists through the Engineering Research Associates.

14. A contract could then be negotiated with Northwestern
Aeronautical Corporation to provide laboratory space and
facilities for the establishment of the Naval Computing Machine
Laboratory in quarters adjacent to those to be occupied by the
personnel of Engineering Research Associates. This laboratory is
a Navy unit under direct control of the Navy, administered by

an officer representative of the Bureau of Ships (at present,
Captain Meader). The laboratory personnel will be provided by

the Bureau of Ships and the Chief of Naval Operationes. Atvpresent
this activity has three officer billets under BUSHIPS and all
other naval personnel are provided by CNO. There are no civilian
billets. The Navy-owned egquipment located at Dayton, Ohio, was

to be moved to the new site in St. Paul, Minnesota. The success

of this portion of the program depends upon the close liaison
between the personnel of Engineering Research Associates and those
of the Naval Computing Machine Laboratory. This close association
of Navy laboratory personnel, who of necessity will be mostly new
engineers, inexperienced in this special work, with the capable
and experienced engineers .of ERA in the solution of Navy problems,
should produce, within a year or two, experienced Navy engineering
personnel. These engineers should thereafter, if necessary, be
capable of carrying on the independent operation of a Naval
Computing Machine Laboratory both for research and for engineering
design and development. The latter was the primary function of
the existing Naval Computing Machine. Laboratory. ~
15. The foregoing proposed arrangements were explained to
various officers of the Electronics Division of the Bureau of
Ships at a conference attended by the following, on 5 January 1946:

-7-
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Capialn D. R. M1, USK (EUSRI®S 801)
Captazin J. M, ¥Yengsr, UsSH (C20, 0p-20-G)
Capiain Rawson Eennats, UBR (BUsSHIPS 91¢)
Captain J. B. BeriYey, Usi! (BUSEIFS 814)
Cuptaln H. T. Engsirom, USER (CHO, Op-20-G)
Czntain E. Y. Regsdele, USH (BUSEIFS 1701)
Captain R. I. Keeder, DSER (EUSHIPS §45)
Condr. J. J. Eelley, USHR (BUSHIRS §45)
Lt, Zrnes? F. Leathenm, USHR (BUSKIFS 1710)
Mr. L. D. ¥hitelock (BUSKIFS ¢48)

186. Az e result of thils conferencd, the pudlsct deveicpzent
contract was initigted by the Hevy with the Mortihwegtern Asrgnautical
Corporation. Contractual arrangzzents were mads by Col. E. W. .
Dichezan (farmerly AAF) foi Borthwestern Aeronautical Corporation

and Captain E. M. Hagsdele, USH, for ths Buregu of Ships. Arrange-
rents were inltlated for the transfer of the Naval Copputing Rachina
Laboratory frozm Dayton to &I, Faul, where it now ococuplises oo &

rentel btacis g portion of the exietiag Feolliliss of HRA,

1%, It should b2 clserly understood thet at no tlme &uring

thas discuasions referrsd %o ghbove was the U, S, Kavy (Buresu cf
Bhips 4in particuler) coxzitted to any definite acticn o2 contrastusl
agreenenta, nor were any infarences pole thatl lgvy produstion
contracts would be gusrantsed or placed on any other baslis than

by ccopetlitive bid exscept in crmees where ths Eationz) Becurity

wag invelved, in which caee ths Favy would be frse to select the
¢ontiraolicr oa other than a competitive basls.

18, - These econferenceg held between the individual Ravael
perscanel of CN0 {Op-20-%) snd the contfastor, conceraing the
groapectiva eaployment ef thsse persong, slthough atlended in som
nstances by Burceun of Exipa representatives, wers in a purely
private businsass veln tstween ths prespeotive eivilian employess
of ths Northwestern Aercnautical Corporaticn (Engingering Resesrch
Agaccletes, Inc.) ond the exccutives of that sorporation.
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Captain D.;R. Hull, USN (BUSHIPS 901)
Captain J. N. Wenger, USN (CNO, Op-20-G)
Captain Rawson Bennet, USN (BUSHIPS 910)
Captain J. B. Berkley, USN (BUSHIPS 914)
Captain H. T. Engstrom, USNR (CNO, Op-20-G)
Captain E. M. Ragsdale, USN (BUSHIPS 1701)
Captain R. I. Meader, USNR (BUSHIPS 945)
Comdr. J. J. Kelley, USNR (BUSHIPS 945)

Lt. Ernest F. Leathem, USNR (BUSHIPS 1710)
Mr. L. D. Whitelock (BUSHIPS 945)

"

l6. As a result of this conference, the subject development
contract was initiated by the Navy with the Northwestern Aeronautical
Corporation. Contractual arrangements were made by Col. E. W.
Dicheman (formerly AAF) for Northwestern Aeronautical Corporation

and Captain E. N. Ragsdale, USN, for the Bureau of Ships. Arrange-
ments were initiated for the transfer of the Naval Computing Machine
Laboratory from Dayton to St. Paul, where it now occupies on a

rental basis a portion of the existing facilities of NWA.

X7, It should be clearly understood that at no time during

the discussion referred to above was the U. S. Navy (Bureau of

Ships in particular) committed to any definite action or contractual
agreements, nor were any inferences made that Navy production
contracts would be guaranteed or placed on any other basis than .

by competitive bid except in cases where the National Security

was involved, in which case the Navy would be free to select the
contractor on other than a competitive basis.

318 . Those conferences held between the individual naval
personnel of CNO (Op-20-G) and the contractor, concerning the
prospective employment of these persons, although attended in some
instances by Bureau of Ships representatives, were in a purely
private business vein between the prospective civilian employees
of the Northwestern Aeronautical Corporation (Engineering Research
Associates, Inc.) and the executives of that corporation.

.
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19. History ¢f Contrani., Subjset contrast was 1et in

Februsry 19448, ¥ork thersuwnder ie now fully underwsy and all

vork under ths previcue Nationsl Tash Hegietsr Cormpany csntraéts

has cegsed. The Haval Computing Machine Lsbaratory cozgpleted,

eg of B Auzust 1846, its trznsfor from BOR premlgzes 5% Psyton o

E¥A praclees &t &0, Pavl, This involved ftronafer of all governzent-

owneld egqulpment ¢f tha laboratory ans wsil a&s tho neval personnzl.
Uermnbilization kap 82 reducsd tha parsonnel that at present conly

a portion of the billets ars filled. £ total of 68 billets are at

prasent autherized, 3 offifers suppiled by BUSHIFS and the rzusining .
officers and men by CRO, Ihis gelivily was estavlished for the ' -
rost-wer péricd &8s a result of CKC secret memo. gexiel CO32CP2D cof

2 Kay 1048, approved by CHO pecret endoraspent serisl CCOS17RI0 of

X Mgy 1045, es an gotivity upder COMNINE for military cammand and
gocxdination centrol and unds: BUEHIPS for canagement #nd technicol
osntrol. Capt. Eeader rerains at present s2s Cfficsr-in-Charge.

2C. Enginesring Researel2 Agsocletez has bsgh inesrpsrated se
a sepsrate enterprics and now hxe in 1te employ nearly &lli the
former naval peraonn3l vho heva prreed to rensin in thiz-fleld ss
civilipns. Ganen this corporaticn was formed, the fellewiag
offlcers were Invited to seoept poelitions as Vice Presidsntss

Capt. H. T. Engatrom, U233
Capt. R. I. Meader, USNR
Comic W. C. Morris, USNR

Captain Mezder and Captoln Tugstroo were alse invited to becoig

Clirecters and vice presldents of Northwestorn Aeronsuticsl -
Carporation. 1I¢ was understssd that such positions eculd and

would be rillsd by thesa perseons cnly safter thelsr relesses fren

astive duty in the Nevy. Although a1l of thess ofricers intenled -
to eccept these pasliiiong gfter thelr reslecge by the Kavy, they :
heove all stated in wrlting that they were not ¢fficers or esployses

of either ERA or I¥WA, nor hava they received any rszuvnsration fron

ERA or KWA, vhiic £till on sctive cuty in the Bavy. Comdy, Norrls

hzs now besn relensed froz sctivs duty and has gesumed the pocitien

af Yice President -
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19, History of Contract. Subject contract was let in

February 1946. Work thereunder is now fully underway and all

work under the previous National Cash Register Company contracts

has ceased. The Naval Computing Machine Laboratory completed,

as of 8 August 1946, its transfer from NCR premises at Dayton to

* NWA premises at St. Paul. This involved transfer of all government-
owned equipment of the laboratory as well as the naval personnel.
Demobilization has so reduced the personnel that at present only

a portion of the billets are filled. A total of 95 billets are at
present authorized, 3 officers supplied by BUSHIPS and the remaining
officers and men by CNO. This activity was established for the
post-war period as a result of CNO secret memo. serial 00310P20 of

2 May 1946, approved by CNO secret endorsement serial 00617P20 of

3 May 1946, as an activity under COMNINE for military .command-and
coordination control and under BUSHIPS for management and technical
control. Capt. Meader remains at present as Officer-in-Charge.

»

20. Engineering Research Associates has been incorporated as
a separate enterprise and now has in its. employ nearly &all the
former naval personnel who have agreed to remain in this field as
civilians. When this corporation was formed, the following
officers were invited to accept positions as Vice Presidents:

Capt. H. T. Engstrom, USNR
Capt. R. I. Meader, USNR
Comdr. W. C. Norris, USNR

Captain Meader and Captain Engstrom were also invited to become

directors and vice presidents of Northwestern Aercnautical

Corporation. It was understood that such positions could and .
would be filled by these persons only after their release from

active duty in the Navy. Although all of these officers intended —
to accept these positions after their release by the Navy, they

have all stated inswriting that they were not officers or employees

of either ERA or NWA, nor have they received any remuneration from

ERA or NWA, while still on active duty in the Navy. Comdr. Norris

has now been released from active duty and has assumed the position

of Vice President

-9-
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rfor Regecsrol end Eaglnsering at Tih,as a civillisn. Capt, Eagstrén
expects 1o Do relezged fran gctlive daty in thoy iszediate future,
after vhich he will slgo Joiz the ccrperzation sz a tivilien,
Capt Keeder expests to remsin sa szctlve duty for soms tlee longar
. &nd pesntice stztes that h2 1s not gn 9fTicer, directer or
stockholder of elthsr h¥d or ERA,

2l. The folloxlng gr2 zoang the parsomazl now exzployed by
Engineering Regsarch aAgeocistes. These psrsone ware &1l cavel
reserveé pargonfiel forrerly engzged in cotnunications iatelligencs
work under CiiQ, with the ranks indicated. A1l wire rolessed from
sctive Euty in the Y¥avy belore entering the ezployzesnt of this -
conpany. Seversl of them are now not only officers or employees,
tut gra stockholders in this corporation as well,

Enma Forzer Bavgl Rank
Rorrie, ¥, C. Loz,
&tﬁ-izﬁ-@ni:' L. Ro !vt. cﬂmr-
Raoenning, ¥. R, Lt., Comdr,
Topzicina, C, 3, t. Condr,
Chslouz, L. Y. - L.
Howsrd, J. H,. Ls.
‘Clafesn, E. C. ) %

Walgh, 4. N, Lt,
Amxmersian, D. W, Lt. $3c)
Duricsa, H. S. s . E:g;
Eobie, P. L. Lt. \Jg
¥se, ¥. J, - it Zna,
Kiilag, R, 3, c Tre. -
Goss, L. ¥, " CHM - P
Lund, 3.°VW,' T - A
-Grogan, ¥. L. T 1/6
Yots, A. Ao : ¥4 1/c
Stellard, J. B.~ B 1/c
Ysndell, ¥. L. ET¥ 2/0
Zigmerinen, H. Fe T® 2/¢
Earton, #. P, R_RT &/¢
Rsbingon, T. O. i € 1l/e

-

0
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for Research and Engineering at ERA,as a civilian. Capt. Engstrom
expects to be released from active duty in the immediate future,
after which he will also join the corporation as a civilian.

Capt Meader expects to remain on active duty for some time longer
and meantime states that he is not an officer, director or
stockholder of either NWA or ERA.

1. The following are among the personnel now employed by
Engineering Research Associates. These persons were all naval
reserve personnel formerly engaged in communications intelligence
work under CNO, with the ranks indicated. All were released from
active duty in the Navy before entering the employment of this
company. Several of them are now not only officers or employees,
but are stockholders in this corporation as well.

-10-
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Name Former Naval Rank
Norris, W. C. Comdr.
Steinhardt, L. R. Lt. Comdr.
Roenning, W. R. . Lt. Comdr.
"Tompkins, C. B. Lt. Comdr.
Chalouz, L. Y. Lt.
Howard, J. H. L.
Clafson, E. C. EE.

Walsh, J. M. Lt
Ammerman, D. W. LE: (39)
Duncan, H. S. Lt. (j9g)
Noble, D. L. Lt. (jg)
Moe, W. J. Ens.
Nilles, H. G. Ens.
Goss, L. W. CRM - P
Lund, G. W. CRT - A
Einfeldt, R. B. MM 1l/c _
Grogan, W. L. RT ljfe
Kotz, A. A. MM 1/c
Stallard; J. B. EM 1l/c
Vandall, W. L. ETM 2/c
Zimmerman, H. F. ETM 2/c
Horton, W. P. BT 3/c
Robinson, T. O. S l/c
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it iz probeble thet 8 fev addiiticprl peracnz ¥ho heys previously
bcen on ectiye duby in tha naviel r»esorve, will ot some future
Gate sintiarliy enter the emsloy of Enginsoering Rosasren Ascoclates
&3 civiliens,

22, On 21 ¥ay-1945, e canference ¥as held et vhich the con-
nochion of ths speoveo nenticoned perscnnel with ERA was discussed,
The folleowing persons sttunded:

Cept. &, ¥. Wenger, USY CEO

Capt. D, B, Full, U3R BUSEIPS
Cevv, R. Bannett, USH BUSHIPS
Capt. B. H. Eagséale, USE BUSEIPS
Comdr, C. Bunter, U8 BUZHIPS

, Comdr, L, P, Eimball, USER BU2HIPS
Captain ¥Venger polnted out that because of the peculixr nature
of 'tke work to be carried cn by ERA, the former connsetlon of
its key peracnnsl with the CN0 eommunicailions, intelligease
orzsnizetién end the clese rslationchip which would be neces-
sary in the future tetween ERA snd CHO for optimm results, it .
y=s Iimportent that a8ll thess relationships be clegrly estarllizhed
2nd brouint cut into the open. He erphasized the dazire of CH0
to evoid any irregularitiesz, eccidental or octherviss, and stated
that CED would rsly upon BuShips to insure Thei tbe Havy's in-
tereets in this respoct vere safegunrded, Buthips reprssentatives
ngresd that the necessary acticn would bs taken to this end,

3. As of ths present €ats, the Bureau of Skips hzs not yot
approvod a propesed pubconiract arrengaseal between nortlwestern
Aercnmuticel Corporation eand Enginearing Rgsesrch Associatas’
under yvhich ths lattor, as subcontracter, would furnish to WA
tho specisl techrnleal asorvices of 13 engineering staff to per-
form the rsssarch work required by subject contract, Eu:fau zp-
rovsl of such sgreement nov swalts receipt from the contracicr

I4) of & statement concerning the emcunts of ealaries being
paid to ERA cfficers and exployess.

2h ., Ca 12 Augunt 1945, a conference was held in ths office
of the Director of Contracts, Bursau of Ships, to discuse certalin
espects of tho subject cantract. Tho felloving parsons vere

presents

Rear Atmizsl P, J. ¥ills DUSHIPS
Eear Adnixsl B, E. Stoas Cug
Capt. J. H. ¥euger cuo

o
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It is probable that a few additional persons who have previously
been on active duty in the naval reserve, will at some future
date similarly enter the employ of Englneerlng Research Associates
as civilians.

22, On 21 May 1946, a conference was held at which the con-
nection of the above mentioned personnel with ERA was discussed.
The following persons attended:

Capt. J. N. Wenger, USN CNO %
Capt. D. R. Hull, USN BUSHIPS
Capt. T. Bennett, USN BUSHIPS
Capt. E. M. Ragsdale, USN BUSHIPS
Comdr. G. Hunter, USN BUSHIPS

Comdr. L. P. Kimball, USNR BUSHIPS
Captain Wenger pointed out that because of the peculiar nature
of the work to be carried on by ERA, the former connection of
its key personnel with the CNO communications intelligence
organization and the close relationship which would be neces-
sary in the future between ERA and CNO for optimum results, it
was important that all these relationships be clearly established
and brought out into the open. He emphasized the desire of CNO
to avoid any irregularities, accidental or otherwise, and stated
that CNO would rely upon BuShips to insure that the Navy's in-
terests in this respect were safeguarded. BuShips representatives-
agreed that the necessary action would be taken to this end.

23. As of the present date, the Bureau of Ships has not yet

approved a proposed subcontract arrangement between Northwestern .
Aeronautical Corporation and Engineering Research Associates

under which the latter, as subcontractor, would furnish to NWA bt

the special technical services of its engineering staff to per-
form the research work required by subject contract. Bureau ap-
proval of such agreement now awaits receipt from the contractor
(NWA) of a statement concerning the amounts of salaries being
paid to ERA officers and employees.

24 . On 12 August 1946, a conference was held in the office
of the Director of Contracts, Bureau of Ships, to discuss certain
aspects of the subject contract. The following persons were

present:
- ' ——
Rear Admiral F. J. Wille BUSHIPS
Rear Admiral E. E. Stone CNO
Capt. J. N. Wenger CNO

022
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. Capt. D. R, Bull . BUSEIFS
Capt. G. E. Robillerd BUSHIFS
Cept. E. ¥, Ragadalo BUSEIPS
Capt. J. E. Barkley BUSHIFS
Capt. H. 7. Engstronm CxO
Capt. R, I, lepdor BUSEIFS
Condr. G. Hunter - BUSHEIFS
#r, L. T, Harrison BUSHI®»3
Hxr, R, C, Kiger BUSANDA

Ons of the subjects discussed was the zbove Gesoribsd ezployrent
of former Faval personnel by Enginssxing Bzgearch Agsociates, It
weg brought out that Condr. Norris is no longer on sctive duty
and is now szploysd by ERA and that Capt. Engstrom was soon to te
releassd from the Havy and would thereafter bs ermployed by ERA.
The possibility of his slso being expleyel by the lavy unier a
perponal services sontract wus discuzsed. It was declded that
Cart. Engstrom would not enter inte sush a psrscral gorvicas
contract 2t this time but that his tachnicsl servises sould be
obtzined by the Eavy under a tasx s3t up for that purposs under
subject ocontract, after he became =n officilsl or employes of ERA,

25, The question was discusesd as to whathar ths usze of ths
contractor's privats plane for the transportaticn of navel psrsonnsl
conncoted with subject contrast or with LKCHL, should constitute

&n sllowable charge undar the contract. It was deaided that costa

el such air traval would be Gilezllored unless BUSETPS was dirscted
othervise by bigher authorisy and thst 2 letiser would bs written -
to ths oontracter accordingly., ; )

£5. It was also brought out that ths contractor intended to
neintain & locsal Vashington office. It was egrezsd tha% auch office
vas not necessary to the Favy end it was therefors desided that
the contractor would te informed bty letter that expenses fer the
naintsnance of puch an ¢ffiocs would be dleallowved under thie
aontract from SO June 1945,

87 It wee slso decided thst g full statexsnt of ths facts

oongerning eutject contract, periiouvlerly the empleyment of former

nav2l psrecnnal by ERR, ghould be preparcd by the Buresu of Ships

and forwerded via CE0 to tke Sseretary cf the Nazy, in erder to : it
sequaint the lrnfter with the gituaticn and request hig comoents

thereen,

e fHiDag
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Capt. D. R. Hull BUSHIPS
Capt. G. N. Robillard BUSHIPS
Capt. E. M. Ragsdale BUSHIPS
Capt. J. B. Berkley BUSHIPS
Capt. H. T. Engstrom CNO
Capt. R. I. Meader BUSHIPS
Comdr. G. Hunter BUSHIPS
My¥. L. T. Harrison BUSHIPS
M. R. €. Kiser BUSANDA

One of the subjects discussed was the above described employments
of former Naval personnel by Engineering Research Associates. It
was brought out that Comdr. Norris is no longer on active duty
and is now employed by ERA and that Capt. Engstrom was soon to be
released from the Navy and would thereafter be employed at ERA.
The possibility of his also being employed by the Navy under a
personal services contract was discussed. It was decided that
Capt. Engstrom would not enter into such a personal services
contract at this time but that his technical services could be
obtained by the Navy under a task set up. for that purpose under
subject contract, after he became an official or employee of ERA.

25. The question was discussed as to whether the use of the
contractor's private plane for the transporation of naval personnel
connected with subject contract or with NCML, should constitute

an allowable charge under the contract. It was decided that costs
of such air travel would be disallowed unless BUSHIPS was directed
otherwise by higher authority and that a letter would be written

to the contractor accordingly.

26 It was also brought out that the contractor intended to
maintain a local Washington office. It was agreed that such office
was not necessary to the Navy and it was therefore decided that
the contractor would be informed by letter that expenses for the
maintenance of such an office would be disallowed under this
contract from 30 June 1946.

215 It was also decided that a full statement of tbe facts
concerning subject contract, particularly the employment of former
naval personel by ERA, should be prepared by the Bureau of Ships
and forwarded via CNO to the Secretary of the Navy, in order to
acquaint the latter with the situation and request his comments
thereon.

-18-
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£8. Inmediately after thie conference, $ho fellowving
persons conveyed ths results of the neeting %o Vice-Admiral
£. W. Hills, Agaisgtent Chief of the Burezu of Shipa:

Bsar Admiral F. J. Bille
Cept. D. R, Bull

Cept. BE. ¥, Ragsdale
Capt. R. I. Meader

At this time 1t was sgreed that cfter the contrictor had 2
furnighed the list of gelaries of ERA personnsl, saad 1f such

1l4st 1ig then zpproved, no <changs ctould latesr ba nzds in such

1ipt without BUBIZPS spproval. Adr, Kills spproved tiis previous

deciston to &iesllow expenses for truvel in contraetor’s alrplans

and the decision to gubmit tho data ccnreerning this contract to-

the Sscretary of the Ravy,

" Gould Eunster

cC: op-20-2
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28. Immediately after this conference, the following

persons conveyed the results of the meeting to Vice-Admiral
E. W. Mills, Assistant Chief of the Bureau of Ships:

Rear Admiral F. J. Wille
Capt. D. R. Hull

Capt. E. M. Ragsdale
Capt. T. I. Meader

At this time it was agreed that after the contractor had
furnished the list of salaries of ERA personnel, and if such

list is then approved, no change could later be made in such

list without BUSHIPS approval. Adm. Mills approved the previous
decision to disallow expenses for travel in contractor's airplane
and the decision to submit the data concerning this contract to
the Secretary of the Navy.

Gould Hunter

cc: Op—20-3
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