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Dear Dannie

I am writing these few words before dinner as I know you will be
relieved to learn that the danger of our having to impose restrictions
until the next rainy season is practically, if not completely over. We
had this morning 109.5 million in Necaxa and we think that under the worst
of circumstances we can reckon with a little more there before the middle
of November, when we can really expect nothing more at Necaxa. We have
177 million at Lerms and about 140 million at Ixtapantongo. Our engineers
are very certain that even if we do not get any more water in any of the
three watersheds, with the storage we have we will be able to run through
until the next rainy seeson without restrictions, always provided, of course,
we can keep the 10,000 k.w. steam unit we have from the Navy and which we
think we will be able to keep. So far as the eight Diesels of about 500 k.w.
each that we had from the Navy and which the Navy has practically told us
we could not have after December L of this year, our people feel sure that
we will not need them. Incidentally, now that the situation is such that
we no longer need insist on our keeping them, I think it very likely that
the Nevy will no longer want them becke In any event it is a great saving
for us to be able to get rid of these Diesels from the Navy. You will recell
that we also had some Diesels of the Federal Power Commission which we rented
for this last emergency and which we had installed in the plant of the Con-
solideated Steel Company in Mexico Citye. These have been opersting with very
poor efficiency and we informed the Power Commission today that we would not
need them any longer and they could take them away.

In the estimates which our engineers have made they have taken into
account, of course, the production from the first unit of the Santa Barbara
plant of the Federal Power Commission. We are, however, not counting on
anything like the full production of the first unit of the Santa Barbara
plent because it seems that there have been some construction difficulties
eand I have a& strong intuition that we may not be able to count too much on
what we get from the Power Commission except the Ixtapantongo capacity for
some months to come.

Of course this means that we will be operating with practically no
reserve or any insurance against breakdowns in any of our thermal plants,
but if we get a little more rain at Necaxa we still feel that we can get
through until the next rainy season even if we don't get much from Santa
Barbara .

I thought
De No Heineman, Esquire,

38, rue de Naples,
Brussels, Belgium.
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I thought you would be interested in having this brief word about the
situation, for it has been ceusing me a good deal of preoccupation both from
the point of view of revenue as well as from the point of view of the re-
percussions on the company which new restrictions would have.

We have for several months now baen having staff meetings which are
attended by about sixteen of the leading executives of the company. They
are held every Tuesday afternoon at four o'clock and usually run until
six-thirty or seven. This is something that should have besn done in the
company long ago and I wanted to start it from the time I took on here,
but with one thing or another and our many occupations we didn't do it.
They have now been going for several months and the results of the mestings
are already obvious in better coordination of the various departments of
the company and in facilitating the solution of problems both pending and
news.

The bids for the Patls tumnel are to be in on October 20. There will
be about six or seven bidders, at least. The only American company that I
am sure will bid is the Utah Construction Company, and they are good,
Several good Mexican companies who have ample experience in tunnel construce-
tion are bidding. You know that the Société Generale d'Entreprises is
associated with a new company which has been formed here and in which I
understand Larrea, an established firm here, and the Banco Nacional de
México are interested. Of course they haven't any equipment here but they
think they could get it here by the time they are obliged to start work
under the contract which would have to be enteresd into. Most of their
equipment would have to be brought from France. I am framkly me$ very keen
about this firm getting the contract for a number of what I believe are
good reasonse It is true that Sofina has a participation in the Société
Generale d'Entreprises and is naturally interested in the new company here
in which Soci&té Generale d'Entreprises has a participation. On the other
hand, in my opinion the principal interest of Sofinea in Mexlight lies in
two directions ~- the consolidating of the position of Mexlight in the
Mexican economy +towards whichwe have done so much in the last few years
and in the getting of dividends on the shares of Mexlight, and of course
in the service fee which Sofina gets from Mexlight, The intersst in the
Patla contract is considerable and what I fear is that if this new firm in
which the Société Generale d'Enterprises is interssted will get the contract,
it will make the Mexicean bidders very sore, as they have their equipment
already here and ready to move onto the Patla site and can undoubtedly begin
work earlier than the new firme The fact that Sofina is interssted in the
Société Generale d'Entreprises and therefore in the new company formed hers
is already known to a few people, and in case the new firm gets the contract
it will be known to many more, and I am afraid that it would lead to the
raising of old problems, which I believe is dangerous and unnecessary. I
would have much preferred if the new company had not bid for this particular
project, but I can't blams them for doing sos There will be those who will
say that the new company was formed at the instigation of Sofina merely to
get the contract for the Patla tunnel and for other work which Mexlight may
do. Maryssael and I, however, have taken the position that this new firm
has a right to bid and if they are the lowest and all around best bidder I
do not see how we can avoid giving them the contract. One of the things
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that bothers me is that if they do get the contract there are eany number of
ways by which these Mexican firms who wanted the contract and whose bid may
have been just a 1little higher but who are in some ways better equipped and
prepared to do the work, will make troubls for the newfirm and they can do
this in various wayse It is the easiest thing in the world for someone who
wishes to make trouble for such a contracting firm to stir up the syndicates
and labor groups, and not only may the costs of the contracting firm be in-
creased but they may have serious delays in carrying through the job, and
we are in many ways as much interested in the job being carried through on
time and without troubls as we are in the cost of the worke. Then, too,

some of these Mexican contractors have close connections with the government
or at least with certain govermment officials and there are ways in which
difficulties could be put improperly in the way of a new firm which got a
desirable contract.

We will see what we will see. So much will depend upon what the new firm
will bide One of the things that I fear is that they may not have the same
experiencd in Mexico with this kind of work and they may submit a bid in
good faith which is lower than it should be, and then the troubles will be as
great for us as for the new firm.

I just thought I should give you these observations because I am always
thinking of the long=-range interest of Sofina and of Mexlight, as I am sure
you are.

Things are going all right with the program. We naturally have all sorts
of problems but these are to be expected in big construction jobs of this
kind, but they are being ironed out. ILe Paige is here and I am sure his stay
will be very helpful.

Marion and I spent the weekend in the new house in Cuernavaca and the
work is going along very rapidly. I am hoping that by the end of January
everything that we are doing there will be finished. We could not be more
satisfied with our purchase snd with the new place. We can use it very
comfortably while the new construction is going on. We are eager for you
and Hettie to see it.

I had a letter from Donald a few days ago in which he mentioned that

he had learned from Alley, with whom hel apparently talked on the phone, that
you have postponed your departure until the end of the month. I hope you
are making satisfactory progress on the Barcelona matter. I wish I could be
of help in thate. I haven't heard anything further about the fuel situation
of the CADE but just as soon as I get any material on which to work I will
prepare the memorandum for the Eximbank and for the State Department which
has been mentioned in previous letters.

This started out to be a very brief note and has grown into too long a
letter already, but I did want to take this opportunity to chat with you.
Marion joins in all good wishes.

Cordially and faithfully yours,

P. Se I do hope that Mrs. Jensen is getting 6n well and that Yvonne's
mind can be more tranquil. Do give them our love.




