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Dear Mr. Moss* 

Thus 1s m further response to your request of February 2, 1970, 
that we review and comment on correspondence between you and a 
constituent and on an article by Colurnnlst Jack Anderson concerning a 
Federal grant of $182,000 for buildmg a road to Gerald L. K. Smith’s 
“Christ of the Ozarks” proJect near Eureka Springs, Arkansas. 

Our mqulry showed that the funds in question had been pro- 
grammed for the Improvement of a 2.5-mile Federal-ard secondary 
road which connects Arkansas Highway 23, a Federal-aid secondary 
route, with U.S. Highway 62, a Federal-aid primary route in Carroll 
County, Arkansas, near the communrty of Eureka Springs. Located 
near Eureka Springs 1s a tourism complex operated by the Elna M. 
Smith Foundation, a nonprofit corporation. The Christ of the Ozarks 
project 1s a part of the tourism complex. Although this road serves as 
a connection between two other hlghways, it also provides tourists with 
general access to the tourism complex. 

The total estimated cost of the proposed improvement of the road 
IS $227,500. The primary Federal grantor 1s the Federal Highway Ad- 
m mmstratlon, Department of Tr ansportatlon- - thr ough the Arkansas 
State Hlghway Department --under its Federal-aid secondary road pro- 
gram The Admmlstratlon has programmed $113,750 for this project 
from funds apportioned to the State for its secondary road program. 
This amount represents the normal share (50 percent) of the total 
project cost. Under the Admmlstratlon’s procedures, funds are nor- 
mally paid to the State m reimbursement of its costs as construction 
work progresses. 

In addition to the Federal- aid highway funds of $113,750 approved 
by the Administration for the secondary road, a supplementary grant 
of $68,250, or 30 percent of the estimated construction cost, has been 
approved by the Ozarks Regional Commlsslon under authority of sec- 
tion 509 of the Public Works and Economic Development Act of 1965, 
as amended. Supplementary grants are approved by the Commlsslon 
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to enable applicants to take advantage of Federal grant-in-aid pro- 
grams for which they are eligible but for which, because of their eco- 
nomlc situation, they cannot supply the requlr ed matchmg share. 
Funds made available by the Commlsslon have been transferred to the 
Admmistratlon and will be paid to the State as construction progresses. 
The remammg $45,500 will be made available by Carroll County. 

The Federal-aid secondary road program 1s admmlatered m a 
manner that will extend to the State highway departments as much 
freedom in standards, procedures, and operations as 1s consistent 
with the Admmlstratlon’s responslblllty to protect the Federal Invest- 
ment and to ensure economy and efficiency In the expenditure of Fed- 
eral funds, The Admmlstratlon approves secondary road projects on 
the basis of an approved “secondary road plan” which sets forth Stan- 
dards and procedures that the State proposes to follow, or requrres 
to be followed, m the construction of projects under the plan. Although 
the Federal-aid secondary road program is, for the most part, admm- 
lstered by the Admmlstratlon’s dlvlslon offices located m each State, 
this particular project was also reviewed by Its headquarters because 
of the numerous public and congressional mqulrles. 

The Commlsslon’s involvement m this project was to assist Car- 
roll County by provldmg supplementary funds to be used for a share 
of the cost of improving this secondary road which 1s located In a fl- 
nanclally depressed area. Information furnished to us by the Admin- 
istration and the Commission during our mqulry mdicates that the 
road will be used primarily by tourists, a major source of income in 
the area Although both Federal agencies approved the project, we 
were advised by an Administration offlclal that, as of February 10, 
1970, no Federal funds had been expended to reimburse the State for 
construction costs. 

As you probably know, there has been a substantial amount of 
public and congressional interest m this project which, at least to some 
extent, was occasioned by the activities of Mr. Smith and his relatlon- 
ship to the Elna M, Smith Foundation. Because of this interest, both 
Federal agencies involved in this project have reexamined their initial 
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Em&a Springs, Carroll County, JtthnsaS 
IWkraLAid Secondary Route 2226 

The State of ArkanSaS, Carroll, Camty in kzkansas, and Eur&a SpzPing8 
hsbiem ihterests -- ~*orking together proposed the i.qrovepent of a 
R.5-mLle section of Federal-aid Secondary Route 2226 bet-xeen State 
Highway 23 and U. Se Highmy 62 in Arkansas. State High;zy 23 in Arkansas 
is a par-k of the Federal-aid Secondmy System. U. S. Highway 62 in this 
wea is on the Federal-aid Frimry System in Ar-kansas. The proposed 
improvepent, therefore, is not a disconnected higiway segment, but rather 
provides for service between txo other Federal--aid routes. 

In preparkg their project the State and County officials interested the 
Ozarks Regional Cotissioz in the developmnt aspects of this undertaking 
and obtained fhawial assistmce to the extent of 30 percent of the 
project costs. Fedeml-aid secondary hichaay funds apportioned A~ 
Arkansas mder the protisiom of Section EL+b (2), Title 23, USC, wre 
pogm.med by the State, with approval of the Bureau of Public Roads 
Ditision En@eer in Ar?3nsas9 fo? 50 pexmt of t?ne project coats. 
The reminLng 20 Fercen t of the fizzxing requLred is to be provided 
by the COUTQJ. So far as Higl1~~27 'Imst Fund financing is concerned 
=this is a nor.& 50-50 secopdmy project. 

The Stately progrm subrission ~-as asproved by the Division Office of 
the Rureau of Public Roads in Ar kansas kwe%er 13. T..e Eureau aFprova1 
indicated conwrreme ?n tine vali.dLty of the decision by the State azd 
County to iTrove a road that mas imdequate to rzeet the needs iqosed 
by a si~ificant generator of lxqs,,ay traffic - a mjor tourist 
et-&action fn a tourist-oriented rxxnta~~ mea, 

Under FecePal-aid secondary Froject ~~ocedmes it was not required that 
the project be revm ed or approved in tIne !%sLhin$on office* From later 
review, since the mtizr received such interest, tine Bureau finds no 
irremp.lxrity in the project criter;a or in the procedures followed for 
its deve1op.xxm-t X&I to this pain-c. 

GA.0 note: According to an Administratiun official, this 
fact sheet was prepared on December 15, 1969, 
because of numerous congressional and public in- 
quiries regarding the improvement of the road. 
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FOR ItMMEIDm RETiEWE !CUESIW, JARUARY 6, 19'70 COMMISSION RELRAGES FTlNpS FOR 

Phone (202) W7-2V2 
EUREKA SPRINGS, ARK., PRC'tlWI! 

Citing 'the pressing public need for the improvements contempl8ted by the 
project," the Oz8rks Region81 Commission today released Federal funds for the 
completion of 8 county road project ne8r Rurek8 Springs, &-kans8se 

The Federal funds had been temporarily f?-ozen pending an investigation of the 
project. gsrlier news 8ccounts had 8lleged that the funds pad been &uthorized 
to promote a project of the religious and r8cisJ. extremist Gerald I,. K. &ith, 

!Phe road in question, County Route 1226, is a 2a5 mile connecting roadww 
l,inking U. S. Righwsy 62 with Arkansas State Highway 23 (North) 8nd is a heavily 
traveled tourist route for visitors desiring to view the statue, "Christ of the 
oc%is&sj " end to attend the Passion Flay operated by the Elna MS Qnith Foundation. 
The ro8d project was certified by &kans&s State officials as contributing to the 
development of the Fegion. 

!i?he road is to be finmced by the U. S. Bare&u of l%blic Roads, $113,750; 
by the Ozarks Regional Commission, $68,250, snd by Carroll County, Arkans8s, 
$45#00* 

ESxreka Springs, the Commission report noted, is located in 8 depressed area, 
with tourism its only industry. Two million visitors are expected in 1970 and 
five million by 197'5, with the vast majority tr8veling on Route 1226. In its 
present condition the road is unsafe and dangerous to public traffic. 

!#e Commission stressed that none of the Federal funds for the project will 
go to the Eln8 M. Smith Foundation nor used to improve Foundation property. It 
found that there appears to be no factual basis for the ch8rge that proceeds frczi 
the tourist 8ttractions are in sny way diverted to the personal activities of 
Gereld L. K Smith. l?he Commission concluded that withdzawal of the funds sought 
bec8use of the controversi8l n8ture of Mr. Wth's views> would be contrsry to the 
principles of the Firat Amendment and would penalize a public project designed to 
improve the economic status of IWeka Springs. 

Copies of tne Commission report sre avail8ble on request from the Department 
of Commerce 1%~ Room. 
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“#B@E tBZ&RlCS $?E~~Oli?&L COMMl$!3l6tV 
Rawn 2OB2-2, Department of Commerce EUidln~ 

Wwhm2tdn, 0.6 20230 

2D2 267-2672 

January 6, 1970 

FACTS AND CONCLUSIONS 
Carroll County, Arkansas Public Road ProJect 

The joint federal-state-local road project at Eureka Springs, Arkansas, 
has been the SubJect of several newspaper artrcles questioning the pro- 
priety of the federal expenditures involved. The controversy first arose 
in an article pubtrshed by the Washington Post on November 25. Accordi,ng 
to the allegations of the columnrst who wrote the article, Ifa $182,000 
federal grant has been qluetly authorized for a project promoted by Gerald 
I,,. K, Smith, ‘t in order to provide “sleek new roads to improve the access” 
to the Christ of the Ozarks statue and the Passion Play operated by the 
Elna M. Smith Foundation near Eureka Springs, Arkansas. Pending a 
complete review of these charges, the Ozarks Regional Commrssron froze 
all funds allocated to this project. Our investigation has revealed the 
following 

(1) The project in questron mvolves the repavmg and 
regrading of an existing county road, Route 1226, which 
already serves as a schoolbus and marl route. 

(2) The roadway is part of the federal aid secondary 
system and links U S. Highway 62 with Arkansas 
Highway 23 (North). 

(3) Funding for the project 1s being supplied by the 
U.S. Bureau of Public Roads (507’0), the Ozarks 
Regional Commission (30?&), and Car roll County, 
Arkansas (20%) 

(4) The need for repaving IS occasroned by the fact 
that the road is heavrly traveled by visitors deslrlng 
to see the statue and ptay operated by the Elna M 
Smith Foundation. 
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(5) The road is an entirely public thoroughfare 
atid does not enter private property at any point 
along the right of qay 

(6) None of the federal money m question will go 
to the Foundatxon, nor ml1 It be used to nnprove 
property owned by the Foundation. 

(7) The Foundation expends all of its revenues 
for maintenance and operation of the proJects 
No monies are diverted to any outside activities 

(8) The road repaving IS a response to an already 
high volume of traffnz on a presently unsafe and 
dangerous public road 

BACKGROUND 

Eureka Sprmgs IS m a depressed area and desperately needs a sustammg 
mdustry. As of 1967, per capita Income for Carroll County was $1,548 
and unemployment exceeded WC percent The entire Beaver Lakes area 
relies on tourism and the Elna M Smrth Foundatron projects form one of 
the central tourist attlactlons for the area The proJect employs 2!l full- 
time and 200 part-tme employees m addition to stunulatlng a good deal 
of local commerce in the tourist trade. 

The only other industry m Eureka Sprmgs was a hardwood floormg factory 
employing 40 workers. The plant was partially destroyed by fire recently, 
and the company has decided to relocate out of the region. This only 
served to heighten the need to promote tourism m the area. 

The thoroughfare in questlon, designated county Route 1226, IS an entirely 
publm, 2 5 mile connecting roadway llnkmg U. S Hrghway 62 with Arkansas 
State Highway 23 (North) 

In November of 1968, County Judge Arthur Carter, Admmlstrator of Carroll 
Countye filed an application with the Ozarks Regional Commission for 
assistance in repavmg and upgradmg 2 5 miles of Route 1226, The proJect 
had been approved by the Bureau of Public Roads for 50% federal assistance 
and the County sought Commlsslon aid m helping to meet the balance of the 
costs. 
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The Justification offered for this project was that the road is a heavily 
traveled tourist route for visitors desiring to see the statue %hri& 
of the &arks” and to attend the Passion Play. Tourism is the major, 
indeed the only, industry Jf Eureka Springs, one ml&on persons visited 
the project area m 1968 alone, two mIllion visitors are expected in 1970 
with the number swelling to five million by 1975 The vast majority of 
these visitors will travel on Route 12ZL At present, the road is only 
partly paved and very poorly constructed. NighttIme travel on the road 
1s extremely dangerous. 

The repaving project was proposed by the County Judge and was endorsed 
by the Governor of the State Carroll County, despzte its poor financial 
condition, considered the road project of such importance that it contrib- 
uted $45,000 The project was certified by the Governor of the State as 
contributing to the development of the region 

RELIGIOUS ACTIVITIES OF GERALD L. K SMITH 

The applrcatlon from the County and the certification and recommendation 
from the State of Arkansas in no way revealed that Mr Gerald L. K, 
Smith was connected with the project nor that he was, in fact, the husband 
of Elna M. Smith. No mention of this fact was made during the meetings 
with the Federal Cochairman for the Ozarks Regional Commission and the 
federal staff had no reason to inqure Into the backgrourd of the Foundation 
since the public road to be improved did not enter the property of that 
Foundation Furthermore, any investigation of the Foundation or its 
members would only have been in connection with construction details of 
the road project since we are advised that the First Amendment to the 
Constitution prohrblts a federal agency from welghmg the religious affill- 
ation of any person In deciding whether to grant federal funds, 

The Commission has received numerous requests to wlthdraw the funds 
for this project in view of the now known relatzonshlp of Mr. Gerald L, K. 
Smith to the Foundation. Concern has been expressed that proceeds from 
the Foundation ~111 be used to promote other activities of Mr. Smith Our 
investigation indicates that the Foundation In question uses all of its Income 
for the maintenance atid operation of the projects and makes no contributions 
to the publications or activities of Mr. Smith. Donations solicIted by the 
Foundation are used only for mamtenance or improvement of the Eureka 
Springs projects and to help reduce outstandlng deficits There appears 
to be no factual basis, therefore, to a contention that proceeds from the 
statue or play are in any way diverted to the personal actrvities of Gerald 
Y.,. K. Smith. 
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In addition, Carroll County has executed a written assurance of compliance 
with Title VI of the Civil Rights Act which guarantees that ‘Ino person in 
the United States shall on the ground of race, color or natlonal origin be 
excluded from participation In, be denied the benefits of, or be otherwise 
subject to discrimination under any program or activity for whxh the 
Recipient receives Federal financiF1 assistarce. ” 

The overriding consideration, however , in declining to withdraw funds from 
this project on the grounds that Mr. Smith will enjoy some collateral benefit 
ia the Commisszon’s belief that such a withdrawal is contrary to the principles 
of the First Amendment. It was made clear that there was a pressing public 
need for the public improvements contemplated by ths project., It is now 
equally clear that the only basis for revoking approval of this project would 
be the well-known beliefs of Mr. Gerald L K. Smith Thus, the Commission 
is being asked to halt the distribution of federal funds because of the religious 
intolerance of a citizen who could indirectly benefit from a public improve- 
ment project Although the Commission strongly condemns the intolerant 
views publicly espoused by Mr. Smith, it does not feel that the objectionable 
nature of these bebefs can serve as a basis for rejecting a needed public 
project 

In view of the above considerations, the Commission has dlrected the release 
of funds for the completion of this project The Commission would be happy 
to provide addItIona background information on this project should anyone 
so desire it 










