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WorJdn1 Party on ltaq 

:tlinayRoaa 

December 31, 195"1 

DN.f\ Report •cuaa ptr U Meazogiorno and the oonoJilc Dewlo nt ot 
South9rn Ital,-" 

A\tac'-4 ~rtto le a draft report on the Caoaa por ll •IOIJlorno 
and the Eool'\O'lde Dewlopraent ot Soutt.m tt.a11 tor ti» oonalderatton bJ 
the amben of th• Working Pctny on Italy. 

Pleaee Nnd all your co nts on thla draft to 
January,. 1,,s. not later than 

Vnleee apeoitioally .requested to do ao, no me Una or the Worklne 
Party on thia npc>rt 1e bttended. 



Dr. P. Vicinelli 
Cas5a peril Mezzogior no 
Piazza doi Congreosi 
Rome , I tal y 

Dear Dr. Vicinell i s 

December 16, 1957 

'lhe rush o~ writing draft reports on the irrigation pr oject s 
w~ich Mr. Finne and I s t udied i s now over, so that I have some t ime 
to put my af£al rs in order. 

In the fir st pl~~e I want to expres J my t hanks to you and your 
a ~sociat es at the Cassa for t ne very pl easant way in which you as­
sisted mo in ny work . It is al ways a pl easur e for me to wor k on 
Italian projects becauge of the kindness of the people with whom I 
have to deal and al s o because of the close cooperat ion afforded me 
by the officials of the various organizations . 

There are, however, two items of information which are still 
mi ssing . 'lbe Chief of the Agri :ml ture Di vision of the Ente I rri­
gazione of Puglin pr omised to send me a condensed r eport of the 
res ults obtained f r om the experiment al fiel ds of the Ent e . 
Secondly, Mr . d ' Assarte of the Ministry of Agric lture undertook 
to ensure t hat I would r eceive informat ion on the strengt h of t he 
extension services of the 'finlatr , of Agriculture in t he areas i"l 
which we ar e especial ly i nt er ested (Cat ania, Fl uriendosa, Voltu rno 
and Fortore ). I would appr eciate it very 1 ·.uch if you woul d enq .... i r e 
whet her t his infoma.tion is alr eady in the mail and i f not, perhaps 
you coul d see that i t is sent to me as soon as possible . 

My best wishes to you and Mrs . Vicinelli for a joyous 
Christmas Season and a pr osperous 1958 . 

!Xlroenvold : ccb 

Sincer ely yours, 

D. or<(nvel d 
Agriculture Di vision 

Department of Technical Operations 
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December 7, 1957 

Ccr;tlemen: 

( 1 ) 'I'hi s will confirm certa:i n understa.ndines which have beon reached 
d.uri.ne re~ent discussions betw~1.-m re pre sen ';a: ives of th ,;i Interna:tional .Bank 

for Hecons·cru~tion and Dev ~l opment (hereina ft er referr ed to as the 3ank), the 
Cassa 1;er L?ere Straord Lnarie di Pubbli co I r1tere s3e nell ' Itali/3. · :eridionale 
( the Cn$:::,a) , the Ist i tut0 pe:r· 1.:, 3vilu pf)o Econo~ico delJ ' Italia ~·:eridionale 
(rsv.-:r:rn) , and Ca.ntieri r·etal lur t;lci lta :LLmi S . -;) . A. (the Company). 

( 2) You have inforr:ied us th?..t the ~nnk is c onsiderin g a 1 oan to the 

I --, ) 
\ _, 

Ca$S2. and teat !"•art o:f t hat lo:i.n will be spoci fically allocated for loans 
for variou~ industri a l unfe rtakings in the area of the CaHsa' ~ competence. 

,,e 1-. z;v~ pro,,cscd. th:-, t there r;houl d be finance~l o'l.lt of t he proceeds 
of t.ht~ l ".)nn r,ur p rojcc:t t :? ini:t;:J.l ·:,ml oper ate a-:. our 1;lant in Napl~~; an 
,;lecir o lyt ic tinning lirie of P-. ;::;:::i.;,acity of ~4 , lOC t0n::: })e r year tinplate of 
in ~&rnat ion al standard ty"Pt:$ . r, e hav e informc<l you that t he ::>ro- fo rr.,a bal n.nce 
sheet of th8 Cor,1pany, on ~o::1pl.etio?1 o': the :;:>ro j e,.::t , would ·~e as follows: 

.;s;,.ct::> -.. ---~---
Pr oje ct Lit . 1, 040 , oc0 , ooo 
C tiv~:c f i x:ed assets " 1 , 71 c·, ( ,GO , 00G 

(n0t )----~----

Liabi)itic3 - · 
Share c a.pi tal 
!3ur1)lus and reserves 

IDttD !.,oan 

Lit. 
11 

II 

1, coo, 000 , 000 
1,499 , 00C , OOO 

600 , ooc ,ooc 

:'ctal fi:<.8d assets " 
,;et current assets '' 

,·. -, :::;o r , ··10 I 00 Cther lonr-·- ter; .. , JP.bts " 
- ' .., ' ,;\,; ' .., 0 

1 , 311 , 000 , 000 ;·· 

1,~3C, ,X•O, COO 
'' A<l. r~l.ti c- nal :1sGets"" 4.3c,ooo ,0co ----·----------

Lit. 4,41 c, uoc ,uoc Li t. 4,410, 000 , 000 
-=----==-~=-:----= 

It is tmc.er-.. , tood. tl:~.t tn0 r.;;.:l)Unt. ::; nho\·m a,, sur1>lus anC:. au.di tional 
as3ets ::1.<1~' oo r~'dnce<l. by th ~~ a: ,oun~ o.': d.i vicknds p aid durinc; the i11'terir., ;)oriod 

,mhject ~o tb C' l't)"ltl·:'. ctiono of thin let1.e r. 
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(4) The cost of the project should be onsidered as Lit.1,040,000,000 
for fixed assets and Lit. 800,000,000 for addi ional net current assets. 
We have explained to you that during the first three years of operation the 
net current assets requirements will be inoreaeed to an estimated Lit. 
1,830,000,000. The increase in net current ass ts from Lit. 1,230,000,000 to 
L~t. 1,830,000,000 will be provided from anyon1 or the combination, of any 
of the following souroess retained earnings, dEpreciation accruals, share ca­
pital or shareholders' advances. 

(5) We have been informed that if the 1roposed loan should be made, 
it would be made to the Company by ISVEIJ,.:mR , t which the Cassa would lend a 
portion of the Bank's loan for the purpose. Yo have said that before you could 
approve favorable consideration by the Cassa o , ISVEII.U:':R of the proposed loan 
you would require certain undertakings from_ th Company with respect to share 
capital, working capital and shareholders' adv~nces. 

(6) The assurances and undertakings wh ch you have requested, to be 
effective while any part of the loan to the Co pany will be outstanding, are 
that valid arrangements will be made, under whjch: 

A. If the completion of the project or its suc~essful operation is hindered or 
delayed or is threatened with hindrance or "elay because the funds available 
are inadequate to ensure its completion and the provision of the necensary 
working capital, pror:1pt arrangements shall e made in accordance with a 
financial plan approved by ISVEI1ER and Casi a to provide the necessary funds 
from share capital or shareholders• advance,, as and when required; 

B. Shareholders• advances provided under subpa'. agraph A.-

I. Shall not be withdrawn; 

II. Shall in all respects be subordin ted to all debts of the Company; 
and 

III. Interest or any other remuneratio shall be payable and paid thereon 
only out of net profits and only o the extent that dividends would 
be payable thereon if such shareh lders' advances had originally 
been paid in as share capital; 

C. The undersigned will not, without approval f the Cassa and ISVEI:.ER, pay 
dividends or make other payments to shareho or adopt any yolicy if such 
payments or policy will result in or envisa 

I. The ratio of current assets to c , rent liabilities beinG less, 
at any time after completion of c nstruction of the project , than 
1. 5 : 1 ; or 

II. The excess of current asoets ove current liabilities being less 
than: 

a. Lit. 1,230,000,000 on 

b. Lit. 1,680,0001 000 at the en 
the project and at any time 
of t he project; and 

of construction of the project; 

the first year of operation of 
ine the -second year of operation 

c. Lit. 1,830 ,000 , 000 at any tie thereafter. 



• 0 ., 

(7) 

• 

(8) 

(5' ) 

For the purpose of this letter "current assets"shall be con­
sidered as cash and assets readily convertible to cash and all other assets 
which v10uld , within one year in tho ordinary course of the Company's business 
be converted into cash or assets readily convertible into cash; and "current 
liabilities" shall be considered as liabilities du e and payable and all other 
liabilities which would be 9ayable or coul d be call ~d for :r,ay:ncnt within one 
year. 

The -:..tndersigned her eby r·ivao ,vou the assurances and undertakings 
\ 

set forth in paragraph (6) above to be effective on the condition that you 
:nalce a loan to the Cassa and that from the proceetls thereof ISVE!l.~R agrees 
to ma..1<e a loan to t he Company for the above mentioned purpose in the approxi­
mate amount of Lit. 600 , 000 , 000. 

It is understood that t he tenns and conditions of any such loan 
will be set forth in an a gree~ent to be neeotiat ed and entered into between 
t he unclers i cned and I J 'T~I ~3R and t hat the nubstance of the assurances and 
nndertakl nes g iven in this l etter wil l be incorporated therein . 

You:-s tru1.y 
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SEDE SOCIALE IN NAPOLI 
CORSO UMBERTO IN. 22 

UflfllCIO 11taCA ... ITO 

di VAL.OAGNO (Vicenta) 

L I ... ·- _ . 6 /..12 / 19 5 7 .. ------··--· .. ·- _ 
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International Rank for 
Reconstruction and Development 
1R1R H Street W. ¥ . 

11'(_ash ington 25 , D. C. 

Gent] eroen : 

1) Th is will confinrl certain unrlP. rstandincrs reached during r ecent 
discussions between repr es~ntatives n f the Internati0T1nl. Ran~ for Recon­
struction and Development (hereinafter referred to a s the Rank), the 
Cassa ")er (Mere Straordinarie rli Pub1')lico Interesse neJ.l'Italia Meri.dio­
nale (the Cassa), Istituto per Jo Sviluppo F.conomico del.l'ItaJi r1 Meridio 
nale (ISVEir1:ER ) a nd l/.a rzotto '3y:d ~:; . p . A. (the Comryany) . 

2) You have i ,..,for med us that. the % nk is considering a l oan to the 
Cas~a and that ryart of that l oan will be specifically allocated ~r loans 
for various i ndustrial undertav ings in the orea of the Cassa 's comoete~ce. 

) WP h<1. ve pr0T')OSP.d that there should he f incinced out of the r')rocee<ls 
of the loan our nroject tn c0nstru ct and operate in Sal e r no a ~lant for 
the manufacture of ready- IT\a<le clothing, with a normal cannc ity of about 
290, GOO un its oer year ~-.rhe11 one r rit ing on a one shift has is (a unit consi - · 
sting of jac":et and trousers, or overcoat# or three trousers). We have 
infor~ed you that t he Dr o forIT\a b c1 J i'tnce sheet of the Compa ny, a fter cornol~ 

\ tion of constn,c t ion would l,e RS foll ows: 

~ Fixed assets Lit. 1, 625 , CDO, (X)O Shnre ca~italf 
Net current assets 1, 200, 000 , 000 Sha reholders' 

advances 
IRRD Loan --··--------

l,it. ?. , 825 , 0('.,0, 000 
------------------------- ·-- ---------

T.. i t. 950, 000, 000 

575 , 000, 000 
_ 1, 300, oq_0, 000 

Lit.2,8 25 , 000, (X)() 
===========-=-=--

4) The cost of the r:>roject should be· considered a.s Lit. 1,625 , 000, 000 
for· f ixed assets c: ,~d Lit. 2, 100, 0CO, OOO fo r net current assets. ~·re h~ve 
exnlained that })y the end of the third yPaT. o f operation of the nro j ecti 
the net curre,1t assets r ~(ll.1 i r ~roents w:111 h;,ve incn~asf?d to a n estima ted 
Lit. 2, 100, uoo , ooo. 
The increase in net current assets from Lit.1, 200, 000, 000 on oro j ect 
comol etion to Lit. · 2, l(X) , 000, 000 by the end of the third operating year 
will be provided from any one or a combinat i on of any of the following 
sources : addi tional share canital, s ha reholders' advances, r etajned . ~. earnings' or depreciation accruals . 

• I • 
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5) • We have been informed that if the pronosed loa n s~ou l d be made, 
it would be made t o the Company b y ISVEHiER , to which the Cassa wo,1ld 
lend a portion of the Bank's lonn for the D11r nose. You hnve said that 
before you could R':lprove favorable considerotion 1)y the Cassa or ISVEIMER 
of the nroposed loan you wonld ren,1i re CE>rtain nnderta\-:i nqs frol'Tl the 
Comryany with res~ect to share capital , wor~ inq canital and sha r eholders' 
advances . 

6) The assurances and undertal-- ings which yo11 have · rerp1ested , to be 
effective whi l e any nart o f the loan to the Col'Tly,Rny will be ontstanding, 
are that val id a.rra ngernents will be made , under which : 

A. Except as the Bank , the Cassa and ISVEn.:-m sha 11 other wise aqree: 

I. 

II . 

III. 

On comryletion of the oroject the share c a"'>ita1 of the Com~any 
shall be at least Lit. 9 50 , 000, 000 r1aid in as rerruired , a nd 
shareh olders ' adv«nces shall t otaJ a t l east the diffP.rence 
bet ween Li t .1,525, 000, 000 and "'>a i rl in sha re Co"">ital ; 

During the second year of oneration of t h e p roject the share 
canital of the Comnany shall he i Tlcreased to a t least Lit. 
1,100, 000, 0CO "'>aid in a s rf>rpdred and sha r e - holders' advances 
shall he increased to at least the differP.nce hetwePn Tit. 
?. , CX)0 , 000 , 000 and rya i d in share cc1nita1 , and 

During t he third year of nperation of the ryro ject the sha r e 
c apitaJ of t he Company shnl 1 he incrE'!ase d to at lea~t I i.t . 
1,SG0, 000, 000 -paid in a s rerr11ired , and shan~- holders ' s;d vances 
shall be at Jeas t the differP.nc e hetween 1.it . 2 , 400, 000; 000 
and ~aid in share canital . 

B. If the comp l et ion of the p r oject or its s1,ccessfuJ. O'!"'~r flt ion i s hindered 
or delayed or is threatened with hindrance or delay heca11~E" the funds 
ava ilable a re inade0uate to ensure its C"0.J'T1";1.Ption ,·rnd the .,..,r0vi::;ion of 
the necessary wor l:-ing ca':'.:>ital , n romY)t arninrrP.T"ten-1:s shall be ma<le jn 
accordance with a financ i cil ""'lan arynrov~d 1,v r::NiZI1 ·~::2 anrl tlie t~as sa to 
"."'rovide the :r1ec essa r y funds as and. ~,.rhen thev n r e r e,·ruired ; 

C. Shareholder s' a~vnnces !"lr0vided 11nder snh;)n r a(!r aphs !\. or '3 : 

I . 

II. 

III . 

~hall not he withd ra~~ ; 

Shal l i n all resryects he suhor<linnted to c1ll dPhts of the 
Com-r-any; and 

TntP. rest 0r ,·1nv 0ther r emuneration ~h,in h e n,-=1 vr1h1e i'l ~o no id 
thereon only o~t nf net n rnFits a n~ 0nly t n th~ extent thnt 
rii.vi.dr->n<i.s ,.,c,uld 1-,e ""nyri'-, lp thP.rPnn ~f f;11c:1 sh n rP.'bn ldP.rs ' 
a dvr1nces ha.cl f'lri,,ir. r1 llv b een ncdd in ,1 s c;h,1rP c;-i~~ital ; 

• I • 
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u. 'T'he trn~en=d.r;ned wi J. 1 '10t , · without :.:tpl'"'r0vo l nf the Cassa ,rnd ISVEIT"BR , 
nc1v dividFrnds or ma~e c'tnv <'thPr. ""'~·n'!"P'"'ts tn shA r ehoJ den~ or Arlont any 
""n l icy if s 11ch ".')aY"!"8nts or ""'01 iC"'v wi l 1 rPs11 1 t i. n or ~nvi.soqe : 

T. 

TT . 

The rcit io of c 11r 1'.'Pnt assPts to en rr~rd: l i ahi. 1 i t i P.S 

hE>inrr less , flt n nv ti.J11r.:> than ?. : 1 : 0 -r 

The excPss 0f c 11rrPnt crnsets rwoy "" 1 rn~n+ l i nbi l ities 
heinc less than : 

rl . T ;t . 1 , ?,C(;,f'('.{) , ()00. on COT!'""'l~tion of constr11ct:ion : 
h . T :It . t , 4r:0, 00(), ()0(.l <'It the en<i 0f the fi.r st 0""'P.ratin(T year; 
c . T,it 0 1. , ? n ( , 000 , ()0() at thP. ~nil of ~he SPCnnd O""'"? rat inCT yeaI 

and 
d . Tit . 2 , 1(X), f'.r.n , no0 at a riv t:iTT1e after the end ('\f the 

thi nf c·,.·= r ntincr year . 

7) 'F0r th~ n1ir'?OSP of thi.i=: lptter • c1J rre11t ;:rnsPts" sh;i,J l ~"1£! conRidered 
as C<3c; h anrl assets read j]y convertiblet-OCn.Sh- iln/-J";'ill other ass e ts which 
1··01.1ld , v,:ithin on~ y'2-rJ.T in. t'ie ordirin r y c011rse nf the Cornl"'\rlnv ' s bus iness 
he c0nvPrted irito cash or aRs~ts readi lv rnnvqrtihle irto cash; and 
" c1.1 rr.:ont l inbj l i ti.es " sht:il J he con~i de red as 1 inhi l i ties due nnd ""c\ya~le 
«nd ;11T otnert i ah{T ities ,,,hj ch wou l rl he riavahl P. or could be caJ led for 
,...,cJvmeT'lt •,d+hir, nne vear. · 

8) The undPrsi"r,i=>d her eby n i ves you the ass11roncP.s and .,mdertak ings 
set fo rth in nar a0r ,1r-h ( 6) ahove to he effect ive on the condj tion thnt 
vou r.1a1-:e a loa n to the Cnssa a 1:-:1 th<1t f rom the ,...., r oceeds ther('of ISVSn.fER 
dCTrees to T'l1o1· e a lo<1n to the (;('\Tr . ... nJ"'I V fo r thP. ahnve T!1e'ltiondd ""lll r nose in 
the an!)roximate amount of T.it . 1 , 3c,o, c.oo,cc.c . 

9) Tt j s 11nderst0od thr.1t the terms and cor.d i I· ions of any such Joan 
will h~ set forth in an aareeT!1~T'lt to he nRaoti~te~ R~~ nntR red into 
: ... etween the 1Jr.d P. r s irn1ed and TSV:::J; ' ::R und t h at the substaT'lCe of the as ­
S\JTil ...,,Ces and nnde rtaldnas 0 i v en in this l 0tte r will 1-)e incor...,orated 
therein . 

You r s t ruly, 

MARZ OTTr• 5!JD .s.p. A. ~ 
fl : r ... J .. J,: t:.: ( J .J _ J 
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GUIDE FOR PREPARING OUTC:iOING WIRES 

1. Class of Service 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams are normally delivered the morning after day of despetch. The cost 
is half the cost of full rate messages with a minumum charge for 22 words including 
address and text. 

Full Rate 

IBF Govt. 

Code 

Day Letter 

Teletype 

2. Address 

Full rate messages are normally transmitted and delivered immediately. There is a 
minimum charge for 5 words, including address end text. 

This is a preferential rate extended to the Bank by some of its member counuies. 
Messages are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
counuies: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
El Salvador 

• Ethiopia 
• France 

Greece 

Guatemala 
Honduras 
Jordan 

• Lebanon 
Nicaragua 
Pakistan 
Panama 

• Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these counuies the letter telegram rate is lower than IBF government rate and 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 

Day letters are delivered during the day of uansmission and should be used only for 
messages in the United States and to Mexico and Canada. There is a mimmum 
charge for 50 words in text. 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Ext. 3008). 

Use only last name of addressee and cable address whenever possible. The Bank cable address "INTBAFRAD" 1s 
registe.red in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala City, Bangkok, Karachi, Quito and Tegucigalpa. The 
lotemational Finance Corporation cable address "OORINTFIN" is registered in New York, Paris and Washington. 
The name of the counuy of destination must always be added (No charge is made for the name of a counuy). 

3. Text 

Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Ext. 3008. 

Type text in capital letters and double space between lines. The text should be edited to eliminate 
unnecessary words and unnecessary punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. 

Use common abbreviations whenever possible, i.e. reourlet, reurfive, etc. Write as one word hyphenated 
words, hyphenated names, and certain two-word groups, e.g. A1rma1l, Newyork, enduse. 

4. Signature 

Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
know the address of the sender. 

5. Authorization 

Type in name and department of staff member authorizing message and have authorizing staff member 
sign the original (pink copy). A list of authorized signatures is kept in the cable office. 

Forward messages in uiplicate in a cable envelope to Room 211 for despatch. The cable service is open 
from 9:00 a.m. to 5:45 p.m. on working days. Special arrangements should be made for the despatch of 
of cables outside of these hours. 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WffiES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 

lid ?.?, f1 

O'*:'t1,...t .... , 
-1:;,.J 

c. :.Jju 



DecOlllber 2, 1957 

Der Dr. Painaz y 
Thank 7ou~rr DR1ch tor your cable and y~ letter 

at November 8, concerning the Cr o· one AluminW!l plant. 
As you point out, this project ha1s been tull7 discussed 
between represent tivea ot the B :i.k and ot your compan7 
in Ital7. 

'e understand tull7 7aur Y19\( th t the project ie 
econ01Uc at existing prices paid 1 or paver. However, 
since the profitability ot the ne plnnt would depend 
to such a large oxtent on the pri~e or power,.,,. felt 
unable to include the project in 11he f orthcoolng loan 
whilo this tter vas in doubt. l' mich apprecbte 7our 
understanding of our posi tion on t la point. 

Dr. Carlo Faina, Prosident 
l{ontocatini 
Via Turati 18 
Milan, Ital7 

JHCo~ :lmj 
11-.. - 7 

s sincerely, 

(Signe ,) Eugene R. Black 

(Cleared with Technical Operations) 
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' ' MONTECATI NI ., 
S0Cll TA f..,t Mr.RALE P[i.: L 1ND11'Tl<11\ MINll,.Al<IA E CHIMICA 

Te1cgromrn1 C A 6BRO MIL ANO 
r e1e rono 6:'.>~3 

Te1efon1 in1erurban1 
ch,edere G A B BRO M ILAN O 

International Bank for Reconstruction 
and Development 
1818 H Street, N. W. 
Washington 25, D ~ C . 

Gentlemen, 

SEDE MI LA N O 

Vi a F.Turat1 18 

Milan , November 30 , 1957 

(1) This will confirm certain understandings which 
have been reached during recent discussions between representatives 
of the International Bank for Reconstructi on and Development 
(hereinafter referred to as the Bank) , the Cassa per Opere 
Straordinarie di Pubblico Interesse nell1Italia Meridionale (the 
Cassa), Istituto Regionale per il Finanziamento alle lndustrie 
in Sicilia {IRFIS) and Societa. Generale per 11lndus t ria Mineraria 
e Chimica , S . p.A. {Montecat ini) {the Company). 

(2) You have informed us that the Bank is considering 
a loan to the Cassa and that part of that loa n will be specifically 
allocated for loans for various industrial undertaki ngs in the area 
of the Cassa 1 s competence. 

(3) We h a ve proposed that there should be financed out 
of t h e proceeds of t he loan our proj ect to develop our potash mine 
at Serradifalco and t o c onstruct and operate at Campofranco a 
processing plant together with connecting cable rope-way. W e 
have informed you that the project would be operated within the 
framework of the Montecatini organization and would not be a 
separate financial entity. W e have informed you that the proforma 
balance she et of the mine and plant, on completion of the project, 

·" would be as show. below: 

Fixed A s s e t s 
Net Current A s sets 

Lit. 8 , 830 , 000,000 
300, 00 0, 000 

Lit • .9.., 130.., 000_, 000 

Head Office 
Advances 
IBRD loan 

Lit. 5,130 , 00 0 ,000 
4 , 000 , 000 ,000 



"MONTECATIN1•• 
SOCIETA Gl!NERAI.£ 1'£1' L INOVSTRI• MINtR•1>1• E CHI MICA 

segu,toalla letteradel Nov.ember 30, 1957 to IBRD - Washington 

(4) We have explained to you that during the first 
12 months of ope rations the net current assets requirements 
will be increased td Lit. 1,soo,000,000. 

(5) We have been informed that if the proposed loan 
should be made, it would be made to the Company by IRFIS, 
to which the Cassa would lend a portion of the Bank's loan for 
the purpose. You have said that before you could approve 
favorable consideration by the Cassa or IRFIS of the proposed 
loan you would require certain undertakings from the Company 
with respect to head office advances and working capital. 

(6) The assurances which you have requested, to be 
effective while any part of the loan to the Company will be 
outstanding, are that the Company will provide the necessary 
funds as and when required, to supplement the loan to be made 
by IRFIS, in order to complete the proposed plant and to provide 
it with the necessary working capital. 

(7) The undersigned hereby gives you the assurances 
set forth in paragraph (6) above to be effective on the condition 
that you make a loan to the Cassa and that from the proceeds 
thereof IRFIS agrees to make a loan to the Company for the above -
mentioned purpose in the approximate amount of Lit. 4,000,000,000, 

(8) It is understood that the terms and conditions of any 
such loan will be set forth in an agreement to be negotiated and 
entered into between the undersigned and IRFIS and that the substance 
of the assurances and undertakings given in th~s letter will be 
incorporated therein. 

M ON TECATIN i 
.. , ..... . · · . ,,~:i,.:iae Chim1c.i Soc.C.:i.. 1,J'-'' ! . ::..c .. -· · -·- ·· 

GU At,1r.:·;~1S I K r, TCRI [ L~~ATI 

Yours truly, \ 1 

• 

/ 
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SIN CAT 
SOCIETA INDUSTRIALE CATANESE 
S0C1ET1 PER AZIONI . SEO E LEGALE PALEftMO 

CAPITAL£ SOCIAlE l. 5.000.000 .000 • VERSATO 
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MILANO. .3oth November, 19570 
International Bank for 

Reconstruct ion and Development 
1818 H Street N. W. 

co .. ao 91.M~IOHC. 2 • TaL . •••. , • • • ••• , •• , 

I N Ol " l'Z 'ZO Tl:Ll:O"""'CO , s IN C AT 

C . C I. A M I LAH O '8 I a. 0 • C • C P' 0 8 TA L II 3 • I 8 11 3 

Washington 251 DoC• 
", 3 5 4 

AFF / 
1 NEllA RISPOST A IN DIC ARE IL N. 

I sEz10NE Dir./ Am. o 

Gentlemen: 

( 1) This l e t t er will confirm certain understand~s which have 
been reached between r epr esentatives of the International Bank for 
Reconstructi on and Development (hereinaf ter referred to as the Bank), 
the Cassa per Opere -St reordinarie di Pubblico Intercase nell'Italia 
Meridionale (the Cassa) , I stituto Regionale per 11 Finanziamento 
alle Industrie i n Sicilia (IRFIS) , and Societa Industriale Catanese 
SopoA.- SDWAT ( the Company) o 

(2) You have informed us that the Bank is considering a loan to 
the Cassa and that part of that loan will be specifically allocated 
for loans for various industrial undertakings in the area of the 
Cassa's competenceo 

(3) We have proposed that t here should be provided out of tho 
proceeds of the l oan, additional financi ng towards a proposed expansion 
of our pr oject (hereinafter called the First Project} which under Loan 
Noo117-rr has r ece:ived flnancinG i n the amount of Lit.3, 600, 000, 000o 
The Firs t Project, to construct and o~erate at Aueusta (Priolo) ,Sicily, 
a iertlizer plant with a producti on capacity of 100, 000 tons per year 
of double and t r i pl e compound fer tili zers, 1~ expected to be completed 
by the end of 1958 0 Tho expansion progr am (~erei nafter called the 
Second Project) would provide : (a) for the const ::uction and operation 
at Augusta (Priolo) of (1) additional facilities for the production 
of 200, 000 tons per year of compound fertilizers including a sulfuric 
acia plant wi th an annual ca~acity of 170, 000 tons, a nitric acid 9l &nt 
with an annual capacity of 70, 000 tone, an anhydr ous ammonia plant with 
an annual capacity of 36, ooo tons , anci faciliti es for the producti on 
of ammonium s1J.lf ate ; (2) facilities for the annual production of 
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5, 000 tons of caustic soda and 4,500 tons of chlcrine and the t!'lanu.facture of 
chlorine deriva'tWAf (b) f or the opening and O?eratinn of a pot ash ere m~ne at 
Sta. Caterina, Sicily, and e r ection and operati on of a plant at Augusta ( Priolo) 
for the processi ng of about 130, 000 tons annually of potash ore and the manufa­
cture of potassium sulf ate and Shoeniteo 

We have informed you that the :)rofcrma balance shee t of the Co 1pany on cor:\~.~e1·,ion 
of the two pr ojects would be as follows : 

Liabilities - - ---
Fixed assets: Capital L~t. 5, 000, 000, oco 

8, 200, 000, 000 
150, c00, oco 

J , ~co, 000, 000 

1st project Lit . 7, 500, 000, 000 Shal'cholders ' advanc~s 
16, 000, 000, CO') 81..:..n::lu.s 2nd project 

Less : Dc~reciation 2, 145, 000, 000 I ~RD I.Dan 11 7 IT 

21,355, 000, 000 Less .Amortiza:~fo n r•1 ": 0~1'°' 000 I , .... v, 
Net Current Assets: 

1st project 700, 000, COO Total ott tstandin;~ 
1 , 100, 000, GOO IBRD 2nd loan 

2, s~·2, ooo, ooo 
S, 000, 000, 000 . 2nd project 

Additional Assets 1, (fl? , ooo, 000 

Total Assets Lito24, Z32, 000, 000 Total Liabilitie s 

(4) The cost ol.' the Firs t Pro j 7-ct, r,houl d b1:' cr1:-inii-:.•n:d as Lit . .. l , 5GO, O(.:O, OOJ 

for fixed assets and Lit.700, 000, 000 L'or net cun ·e11!·, ai:im·ts . The cost of the 
Secon-:! Project shoul d he considered as Lit . 1tS, ooo, ooo, JOO i\1 r fi.;{c:i asra;ts and 
Lit~1,1 00, ooo, ooo t or net current as~e tso 

( 5) We have: b0en in.:'orm1:1,i thHt i f the oronJSF)d l0an shoul d cc :uwle, it 

(6 ) 

would be made to the Co·,ipany by IRl.'IS , to w1J.ich thE- Ca: SA. \:cult:. 1, n·l a :>(:!'tlon 
o-!: the Bank' e loan ~·r,r tht !)!l.J'pose . You hn-: ',; said that b2.for1: you could a pr,Y,e 
favorabl e consideration by the Cassa or IRFIS of t,}-.e _nl o;>::i sed l0an .'OU 1..1ould 
r eqltir e c· -.rte.in Ufo .. -t'rtak1rics ;.:rom the: Cr)mpany wi ~l: resrycct to sh•.tr ~ capit al , 
·. :or kin;; caoi tal and s hareh0l ders ' ur.i vane es o 

The 9Sfl ' ranees and undertakings which you have r ":'!_u-?::;ted , Lo bE e f ­

fective while any part of the existing loan to t he Co:~1pany 1tnd1::r Loan Noo 11 7 
IT or of the proposed loan to the Company wilJ be out s.anding, are that valid 
arr anger:1ents will be ·.1a cle , unc.ier which: 

A. Except as tr.e Bank, t!':e Cassa and I RFIS shall ot her wise agree , t.:1~ s'.1fi:'-e 

capi ta.l o t' the Cornpany sholl h~ at l e ast" ,: JOO, 000, 000 b:i:fe paid ir. as l 'b1Uir-::d 
and shareholrl.er s ' advances, {Hl ~OM ~lf't iun o i' the :1r o ject, shall t v t,e.l a:-. least 
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the di :.'ference b0 tw-aen Lit . 13, 200, 000, 000 nnd paid in share capital. 

Bo If tr.c completion of t!1e :-1r oject or its successful operation is hinder ed 
or delayed 0r .ls th.re atoned with h i ndrance or del ay because the funds available 
are inadeqnate to ensl.!.re ita completion and the pr()vision of t he necessary 
worki nc cap1tal, ~rompt arrangements shall be made in accordance with a fi­
nancial plan a pproved by Iili<'IS/to provide the nec i:J ssary funds as and when 
they are requ.iredo and the Cassa 

Co Shareholders' advances provided under subpar a.graphs A or B: 

I o Shall not be withdrawn; 

IIo Shall i.n all respects be subordi nated to ull 
debts of the Cor:tpany, and 

III. Interest or any other r emuneration s hall be 
paya"!.;l e and paid t i1~reon only out of net profits 
and only to the extent that divid~nds wouJLd be 
payable thereon if such shareholder s ' advances 
had originally been paid in as share capit.alo 

Do The undersigned uill not, without tr:e approval o:..' the Cassa 1md IRFIS, 
pay dividends or make any other :)ayments to shareholders, or adopt any policy, 
which would r esult in, or envisage : 

Io The ratio of current assets t.o current lio.bi li ties 
beinc l ess, at any t ime, than 2: 1; or 

IIo The excess of current aBsets over curr ent liabilities 
beinc less , at any time, afte r completion of the 
project, than 1, 800, 000, 000 Ljre. 

(7) F'or the pnr pose 0f th.ls l etter "current assets" shall be considered 
us ~E.1sh a11(i a ::;s&ts readi ly converti'cle to cash and all other aseE~ts , \/hich 
wo11ld wl t.hi n one :rear in the or dinary co:tr s c) of: the Corr.pany' s business be 
:::cnverted i ntc cash or assets rea,.- i2:,~ com.rertih l_e into cash; and 11 curr ent 
_liabilltiea" sk-tlJ. lie considered as liabilities due and payable and all other 
liabilities which would be payabloe or coulrl be called for payment Hithi n one yearo 

( 8) The undersigned hereby gives you the ass urances and undertakings s- -t 
forth i!'l par~gr aph (G) above to be effecti ve and to superst"?de thE~ assuranc02 
and undc1·taki ngs given in our l etter to you dated May 12,1955, 011 the condi t~· m 
that IID' IS ag1·i:3es to make an additional loan to the Company for the above 

.. . ..:,~· 
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menti oned pur pose in t he approxir--;at~ a rnount of Lit.8, ooo, ooo, .::,oo, thereby 
i ncreasing the tot<1l amount of f l nanci~g of the project by IR.FIS to 
Lito11,600, ooo, ooo. 

( 9') n is underetood that the ter ms ~nd comli t i ons of any such loan will 
be set forth i n in an agreement to be ~-"goci.:1ted a nd entere1 into be+,;;sen th~ 
under signed and IRFI& and that the subB tanc3 of the assuranea and ~u~de ri.uki ngs 
given in this letter wi11 be incor porat ed therein. 

Your s truly, 

SINCAT 
SOCIET A' INDUSTRIAL[ CATANESE S.p.A. 

,.,.- ,~ C0'1.9fOLiElt,a _Dl!LaGATQ·. ,,._ -~ . . ·~ .. a:---, ..... ~··_ ~ ':ct.-..:. , 
(.,,, ,,,.. c.,,e C/f'lel/e) 

:·, 



, ~~;::~~;-:r ~APOLETANA APPARECCHI fLETTRICf 
SOCIETA PER AZIONI CON SEDE IN SAN GIORGIO A CREMANO (NAPOLI) - VIA UMBERTO 

CAPITALE VERSATO L . 1.50.000.000 

Tiu.EGRAMMt: CONE - S. GIOAGIO A CREMANO 

TELEFONO N . 55144 

1- -1 U. P. C. I , NAPOLI: N. 160828 

I ,_ 

SrAz10N1: F. s., NAPOLI • s . G,ovAN .. , e .......... 
I NTERNATIOaAL BANK for 
RECONSTRUCTION and DEVELOPMENT 
1818 H Street, N.W. 

VS. All"E,-IMIENfO DATA VS. LETTrRA 

WASHINGTON, D.C. 
NS. AIF&IIIIIIME.NTO CATA 

COA CITA,_ . l•U:U.A VS. LllTTCIIIA.) 

_I 

Gentlemen: 

1 • 

I? 
;{ ...,tvt,'l-

This will confirm certain understandings which~been reached 
during recent discussions between representatives of the International 
Bank for Reconstruction and Development (hereinafter referred to as 
the :Bank) , the Cassa per Opere Straordinarie di Pubblico Interesse 
nell 'Italia I.Ieridionale ( the Cassa), Isti tuto per lo Sviluppo Econo= 
mico dell'Italia Meridionale (ISVEI1'IER) and Compagnia Napoletana Ap= 
parecchi Elettrici (the Company). 

2. You have informed us thaj~e Bank is considering a loan 
to the Cassa and that part of that~will be specifically allocated 
for loans for various industrial undertakings in the area of the 
Cassa's competence. 

3. We have proposed that there shouldbe financed out of the 
proceeds of the loan our projedt for moder nization and expansion of 
the Company's production facilities to a tota+ capacity of 50,000 
refrigerators and 30,000 water heaters per year. We have infor.i1ed 
you that the proforma balance sheet of the Company, on compl etion 
of the project, would be as follows: 

Assets Liabilities 

Fixed As.sets Lit. 1.,221,000,000 Capital Lit. 300,000 ,000 
Less Depreciation 47 1 000 1000 Surplus 68,000,000 
Net Fixed Assets 1,174,000,000 Shareholders' advances 1 , 18 6 , ooo, ooo· 
Net Current Assets 1,164,000,000 IBRD Loan 700,000,000 
"Additional Assets" 26 1000,000 Other long-term loan 1,0.000.000 

Lit. 2 1364 1000 1 000 Lit. 2,364 1 000 1 000 

4. It is understood that the a11ounts shown as surplus and ad= 
ditional assets may be reduced by the amounts of dividends paid dU= 
ring the inter~m period subject to the restrictions of this letter • 

. /. 
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5o The cost of the project should be considered as Lit. 
980,000,000 for additional fixed assets and Lit. 600,000,000 for 
net current as3e t s . We have axpleined that during the first year 
following completion of the project the net current assets requi= 
renent will be increased to Lito 1, 304,000,000o The increase of 
Lito 140,000,000 will be provided from earnings and depreciation 
accrual s during the year and through additia nal shareholders' 
advances . 

6. We have been infor:ned t hat if the proposed loan should be 
made , it will be made to the Co,apany by I3VZL,IF.;R , to which the 
Cassa would lend a portion of the Bank ' s loan for the purpose . 
You have said that before you could approve favorable consideration 
by the Cassa or L-.:Vl::L,:EH of the proposed loan you would require 
certain undertakings from the Co~pany with respe ct to the treatment 
of sharehol ders' advances and working capital. 

7o The assurances and undertaking which you have requested., 
to be effective while any part of the loan to the Co .:npany will be 
outstanding, are that valid arrange;nents will be made , under which~ 

Ao Except as the Bank , thE: Cassa and ISVEL.,~R shall otherwise 
agree , the share capital of the Coillpany shall be at least Lito 
300,000,000 paid in as required, and shareholders ' advances, 
twelve :nonths after co:npletion of the project will total at 
least the difference between Lito 1, 619 , 000 ,000 and the paid 
in share capitalo 

Bo If the completion of the project or its successful operation is 
hindered or delayed or is threatened with hind~ance or delay 
because the funds available are inadequate to {nsure its com= 
pletion and the provision of the necessary working capital, 
prompt arrangements shall be made in cccordance vii th a financi al 
plan~ approved by ISVEL .. 'ER and the Cassa to provide the neces= 
sary funds as and when they are required. 

C. Shareholders' advances already :nade and any new funds provided 
under sub-paragraphs A or B in the form of shareholders ' advances; 

I Shall not be withdrawn; 
II Shall in all respect s be subordina ted to all debts 

of the Company; a nd Iv 
III Interest or any other'Remuneration shall be payable 

and pai~ thereon only out of net profits and only 
to the ...sxtent that dividends would be payable thereon 
if such shareholders ' advances had originally been 
paid in as share capitalo 

Do The undersig,1ed will not, without ap:i:,roval of the Cassa and 
ISV.BL.:.GR , pay dividends or make any other pa;y:i1ents to sharehol= 
ders, or adopt any policy if such payments or policy will re sult 
in or envisage: 

. / ./. 
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The r a tio of current ass ets to current liabilities 
being less , at any time, than 2:1; 
The excess of current assets over current liabilities 
being less, at any time after the and of the first 
twelve months following comple tion of the project, 
than Lit o 1,300 , 000 ,000o 

8. For the purpose of this l etter "current assets" shall be 
considered as cash a nd assets readily convertible to cash and all 

-other assets which would , within one year in the ordinary course 
of the Company's business be converted into cash or assets readily 
convertible i nto cash ; and "current liabilities"shall be conside= 
red as liabilities due and payable and all other liabilities which 
, .. ould be payable or could be called for payment within one year. 

9o The undersigned hereby gives you the a ssurances and under= 
takings set forth in paragraph 7 above to be effective on the con= 
dition tha t you make a l oan to the Cassa and tha t from the proceeds 
thereof I SVEI:.!~R agrees to make a loan to the Company for the above 
mentioned purpose in the approxi~ate a~ount of Lito 700 ,000 ,000 o 

10. It is understood t hat the terms and condi tions of any such 
loan will be set forth in an agr eement to be negotiated and entered 
into between the undersigned a nd I SVBI:£EH and that the substance 
of the assurances and undertakings given in thi s le tter will be 
incorporated thereino 

Yours truly, 

CONE 
~e-,11111 11,,,1111u A1111.1rocchl El1Url" 

ll Con31~11 ~re De lo , ut• 
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lrnternational Bank for I 

Reconstruction and Devel.2.P, 
ment 
1818 H Street N.W. 

WASHINGTON, D.C. 

L :__J 

Gentlemen: 

(1) This will. confirm certain understandings which have been 

reached during recent discussions between representatives of the 

International BaJ;).k for Reconstruction and Development (herein­

after referred to as the Bank), the Cassa per Opere Straordin~ 

rie di Pubblico Interesse nell'Italia Meridionale (the Cassa), 

Istituto Regionale peril Finanziamento alle Industrie in Sic! 

lia (IRFIS) and Asfalti Bitumi Cementi e Derivati (the Company). 

(2) On June 26, 1956, we wrote you a letter setting forth Ce£ 

tain understandings in respect of a loan to be made to us by 

IRFIS out of the proceeds of a loan proposed to be made by the 

Bank to the Cassa. 

(3) On April 11, 1957, we entered into an agreement with IRFIS 

providing for such loan in the amount of Lit. 3,100,000,000 r~ 

presenting the amount lent by the Cassa to IRFIS out of the pr~ 

ceeds of a loan from the Bank to the Cassa provided for in a loan 

agreement, dated October 11, 1956, between the Bank and the Cassa • 

. /. 
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{4) Since the date of the agreement, dated April 11, 1957, 

between us and IBFIS, the project proposed to be financed by the 

loan provided for in said agreement has been revised and we have 

requested that the amount of the loan to us be increased by Lit. 

2,800,000,000. 

{5) We have been informed that before such increase could be 

considered it would be necessary to amend in certain respec~s the 

statements contained in said letter dated June 26, 1956. Thie let 

ter is intended to set forth those modifications. 

{6) The project which we proposed should be financed by said loan, 

as so increaaed, is the construction and operation at Ragusa of a 

polyethylene plant with a capacity of 10,000 tons per year, a crude 

oil stripping plant with a capacity of 200,000 tons per year, a 

special cement plant with a capacity of 30,000 tons per year, and 

a thermal alectric plant with a generating capacity of 10,000 kw. 

The special cement plant and the first section of the oil stripping 

plant were completed and put into operation in 1957; the remaining 

facilities, representing the major part of the project, are schedu 

led to be completed by September 30, 1960. We have informed you 

that the proforma balance sheet of the Company, on completion of 

the project, would be as fol lows: 

Fixed Assets Lit.13,895,000,000 Share Capital Lit.3,000,000,000 

Less Depreciatien 1 1061 , 000,000 Surplus 2,720,000,000 

Net Fixed Assets 12,834,000, 000 Shareholders' 2,220,000,000 

Net Current Assets 

"Additional Assets" 

advances 

1,790,000,000 IBRD Loans 5,900,000,000 

600,000,000 Other debt long term 660,000,000 

short term 724 1 000 1 000 

Lit.15,224,000,000 / Lit.15?24,000,006 / 
.---------------=-

Mod, S U b • 2.000 • 7, S7 • Ru- ./. 
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I t is understood that the amount shown as surplus and addi t iona l 

assets may be reduced by the amounts of dividends paid during the 

i nterim period subject to the reatrictio:i:sof this lette r . 

1( 7) The cost of the pr o ject should be considered as Lit. 12, 348 , 

000, 000 composed of Lit. 11,548,000,000 for additional fixe d a s­

s ets and Lit. 800, 000,000 for a dditional net current assets. In 

addition to the project, an amount of Lit. 754,000,000 will be 

require d to increase the net current assets pertaining t o the ot he r 

activit ies of the Company. 

(8 ) We have been informed that the Cassa wou1d lend to IRFIS for 

the purposes of the increased loan to the Company amounts out of 

pr oceeds of loans provided for in loan agreements, da ted June 1, 
• 1955 and October 11, 1956, between the Bank and th4 Ca ss a. You 

have said that before you could approve favorable considerat i on 

by the Cassa or IRFIS of the proposed loan you would require ce~ 

t ain undertakings from the Company with respect to shar e capi t al, 

working capital and shareholders• advances. 

(9 ) The assurances and undertakings which you have request ed, to 

be effective while any part of the loan from IRFIS t o the Company 

will be outstanding, are that valid arrangements will be made, 

under which: 

A. Except a s the Bank, the Cassa and IRFIS shall otherwise agree, 

the share capital of the Company shall be at least Lit.3,0009 

000,000 paid in as required and shareholders• advances on 

completion of the project will total at least the difference 

between Lit. 5,220,000, 000 and paid in share capital; 

B. 

llo<I. S U b • 2.000 • 1. S'I • Ru-

If the complet6on of the project or its successful operation 

is hindered or delayed or is threatened with hindrance or 

./. 
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delay because the funds availsLble are inadeguate to ensure 1 

completion and the provision c,f the necessary working capital , 

prompt arrangements shall be niade in accordance with a finan­

cial plan approved by IRFIS az:1d the Cassa to provide the naoe~ 

sary funds as and when they are required; 

c. During the construction periocl the aggregate amount of borro­

wings maturing within one yea.Jr or which could be called for 

payment within one year shall not at any one time exceed the 

amount of Lit.800,000,000; 

Do Shareholders• advances already made and any new funds provided 
l,VV' 

under · subparagraphs A and B,\the form of shareholders• advabces-

I. Shall not be withdrawn; 

IIo Shall in all respect,s be subordinated to all debts 
of the Company; and 

III Interest or any othe:r remuneration shall be payable 
and paid thereon onl;y out of net profits and only to 
the . extent that dividen.dswould be payable thereon 
if such shareholders' adTances had originally been 
paid in as share capital; 

E. The undersigned will not without approval of the Cassa and 

IRFIS pay dividen4s or make any other payments to shareholders 

or adopt any policy if such p,ayments or policy would resu1 t 

in o» envisage at any time af·ter the completion of the "projects 

I . The ratio of current, assets to current liabilities 
being less than 2;1;or 

!Io The excess of curren.t assets over current liabilities 
being less than Lit.1,790,000,000o 

(10) For the purpose of this lette1r "current assets" shall be CO!!, 

sidered as cash and assets readily convertible to cash and all other , 

Mod. SU b. 2.000. 7,57 • RIINO 
./o 

.. . . _ ..... 
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assets wl}ioh would, within one y~!ar in the ordinary course of 

the Company• s business be converted into cash or assets readily 

convertible into cash; and "currt!nt liabilities" shall be con 

sidered as liabilities due and pa.yable · and all other liabilities 

which would be payable or could 1De called for payment within one 

year. 

{ 111·) It is understood that the e1l1bstance of the assurances an-4 

undertakings set forth above are to be incorporated in an amen.£ 

, ment of the agreement, dated Ap:ril 11, 1957, between IRFIS and 

the Company providing for the pr,oposed increase in the loan PI'!. 

sently provided for therein. 

(12) It is further understood, however, that the above assurances 

and undertakings are to be effective and that the letter dated 

June 26, 1956 is to be deemed superseded hereby only when the 

agreement, dated April 11, 1957, between IRFIS and the Company 

shall be amended to provide for an increase from Lit·,:3,100,000,000 

to Lit.5,900.000,000 in the amount of the loan therein provided 

for. 

I 

Ned, S U b • 2.000 • 7,57 • RuNO 

Yours truly, 

lSFAlTI BITDMI UMtNil E DEF.i']TI 
L'Amnlinistrator, detegalo 

-~, \ . ~o -Ql)~ 
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GUIDE FOR PREPARING OUTGOING WIRES 

1. Class of Service 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams arc normally delivered the morning after day of dcspetch. The cost 
is half the cost of full rate messages with a minumum charge for 22 words including 
address and text. 

Full Rate 

IBF Govt. 

Code 

Day Letter 

Teletype 

2. Address 

Full rate messages arc nonnally transmitted and delivered immediately. There is a 
minimum charge for 5 words, including address end text. 

This is a preferential rate extended to the Bank by some of its member countries. 
Messages are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
El Salvador 

• Ethiopia 
• France 

Greece 

Guatemala 
Honduras 
Jordan 

• Lebanon 
Nicaragua 
Pakistan 
Panama 

•Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than IBF government rate and 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt .) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 

Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to Mexico and Canada. There is a minimum 
charge for 50 words in text. 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Ext. 3008). 

Use only last name of addressee and cable address whenever possible. The Bank cable address •INTBAFRAD" ts 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala City, Bangkok, Karachi, Quito and Tegucigalpa. The 
International Finance Cotporatioo cable address •coRINTFIN" is registered in New York, Paris and Washingron. 
The name of the country of destination must al.ways be added. (No charge is made for the name of a country). 

3. Text 

Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Ext. 3008. 

Type text in capital letters and double space between lines. The text should be edited to eliminate 
unnecessary words and unoecessa.ry punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. 

Use common abbreviations whenever possible, i.e. rcourlet, reurfive, etc. Write as one word hyphenated 
words, hyphenated names, and certain two-word groups, e.g. Aumat!, Ncwyork, cndusc. 

4. Signature 

Type i n last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
know the address of the sender. 

5. Authorization 

Type in name and department of staff member authorizing message and have authorizing staff member 
sign the original (pink copy). A list of authorized signatures is kept in the cable office. 

Forward messages in triplicate in a cable envelope to Room 211 for despatch. The cable service is open 
from 9:00 a.m. to 5:45 p.m. on working days. Special arrangements should be made for the despatch of 
of cables outside of these hours. 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WffiES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 

l,!J r.:: s l".j NJiJ 

("I-•, -. ,, ·-·a 
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( 1.50) 
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVj,l-OPMlNT \ • A ~ 

INCOMING WIRE ~'-'/ 

DATE OF WIRE: NOVEMBER 29, 1957 1130 ROUTING 

TO: ARM.STRONG INTERNATIONAL BANK FOR ACTION COPY TO TECH. OP. 
RECONSTRUCTION & DEVELOPMENT 

FROM: ROME INFORMATION COPY TO 

TEXT: 

Decoded By 
'------- ---- ·-- -

14 

FIVE COMPANIES AGREED IETrERS INTENT WILL SIGN PRIOR MY DEPARIDRE 

DECEMBER 4TH. FINAL MEETINGS M\RZOTTO CMI P~ TUESDAY 3rd 

MEANWHILE DISCUSSING INSTI'lUTES ENDUSE PROCEDURES. JOUSSEUN REWRNIOO 

PARIS TODAY 

SVOBODA 

Mrs. Svoboda being notified. 

ORIGINAL 





Telegr. ) 

SALi ~ POTASSICI TRINACRIA 
S. P. T. 

' S. p. A. CAPITA LE SOCIAIE l. 750.000.000 • VERS ATO L. "AW~.aQJl. 

SEOE IN PALERMO , VIA STABILE. 200 

UfflCIO 01 ROMA, ~S'AtAllla, 119 •• 

UFflCIO DI CALTANISSETT A · Villi NO ALESSI 

Ns. Ri f. 271 7 /Cl:/ldvs. Rif. 

Gentlemen• 

. ~ ... , (.;() 

- -- - -- interamenw 

ROMA. Ii ... ~~- !~!:~~-~~--- ~?.,.1.: ....................... . 
1 e lefono 847. 738 

International Bank tor 
Beoonetruotion an4 Developnent 
1818 H Street •.w. 
WASRINGTO'I1 D.C. 

Thi• wtl.1 oonfina oer•11l und.U'atandinca reaohe4 durinc recent 41aoua­
s1ona betwe .. represe:ta,tv .. of the International Bank tor Reooaa"h'\lotion 
and Denlopnent (hereinafter reterre4 to .. ihe Banlt), the Caaaa per Open 
Straordinarie di Pubblioo Intereaae nell 1 I"\al1a Meridional• (th• laaaa), 
Iat1tu'\o Regional• per 11 r1nansiamento allt Induetri• in Sioilia (IBFIS) 
and Sali Po"'-8a1o1 TRINACllli s.p.A., Palel'BIO (th• Compan,r). 

You haw intormecl u• tba t the :Bulk is conaidcrina a loan to the Ca••.• 
and that part ot tba'I loan will l>e apeoif'ioally allocated for loan• fer va­
rio11a industrial undvtaki..- in tile area ot the Caeaa'• competeaoe. 

). We baff propoaecl 'that there should be financed out o't '\ha prooeeda of the 
loan our projeot to open and operat• a mine for the extraction of pot.ah ore, 
and to ooatruot and operat• near~own of Ca+aeoibetta, Sic11)-, a plant for 
the proceseing of 560,000 tona ot pota•- ere per year ~the manutaotiar• 
ot "Xalimagneaia" and · potaas1\Jll eultat.. Wo han informed. you that the pro 
:torma balano• sheet ot the Comparq, on oompe'tion ot the project W0\114 l>e 

a• followa J 

J'ixecl Aeaeat 

~et Current Asset• 

Lit. 7,600,000.000 

300,000,000 

Lit. 7,900,000,000 

~h&re Capi "tal Lit. 3,000,9®·,ooo. 
Shareholder•• 
advances 
BIRS loaa 

... ., 

1 , 150,000,000 
3,750,000,000 

Lii. 7,900,000,000 

• I • 
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n-0 271 7 / ci;,_/1 u. 1 el 28/ 11/5 7 Washington, D.O. 

4• We ban explained to you tha·~ dur~ the firat two year• of ope-
ra"ti ona nei ourrent asset• requirem1i.nta will inoreue to Lit.600,000,000;· 
The increase of Lit. 300 ,000,000 will be provided f'roa earnings and de­

~eoiation aoorual• during these yeair• or through additional advance• b7 
'\he ahareholdera. 

5. We have been informed. that i :r the propoaed loan ehoul.4 be made, 
it would be nracle to the Compa!Q' by IRFIS, . to whioh the Caaea wou.14 lend 
a portion ot the Bank'• loan to~ th1e purpo••• You have said that before 
you ooul4 appron favorable oonside:ration b)' the Caaaa or IRFIS ot the _ 
proposed loan you would require• a) the completion of two add1t1onai bO.:.: 
r eholea oonfirmina, to the eactiafa,otion of the Banlc, the Caaaa and IRFIS, 
the existence of acleq~te r~-.'iTea~oi potaah ore 1n our Co1"Tillo proper­
tie•J and b) certain undertakinga t:t"om the CompaJI.T w1 th reepeot to aha.re 
oapital, working oapiw.1 and ah&roh:,ldars• a4T&noea. 

6. 'l'h• assure.no• and undertald.~• which you ban requested, to beef-
teotiTe while &nT part ot the loan to the Comp~ will be outstanding, 
are 'Qat vali4 arrangement• be made, unter which 1 

A. - heept as the Bank, the Ca••a .and IRFIS shall otherwiae agree, the 
share oapi •1 ot the Compa!Q' e:hall be at least Lit. 3,000,000,000 
paid in as required, and shareholder•' advance• on completion ot 
the plant, will total the difference between Lit. 4,150,000,000 
and paid in share capital f 

•• - If the completion of the projeot or ita suoo•••ful operation 1• h1n­
dere4 or delayed or is t hreat•ne4 with hindranoe or dela7 beoauae 
the fund• available are inadeq·uate to ensure its completion ancl the 
provision of the neoessa17 wo~king capital, prompt arransement• 
shall be made in aooordanoe with a financial plan approTed b7 IRFIS 
and the Cuaa to pronde t he n,eoeaaary find.a as and when thq are 
req~recl, 

C. - Shareholder•' advanoea provided under subparagraph• A or Ba 

I. Shall not be withdrawn 1 

II. Shall in all respects be subordinated to all debt• of 
t he Com~aJ1¥ a and 

III. Interest or &D1' other remuneration shall be J)&l'&ble 
ADd paid thereon onl7 out ot net profit. and onl7 to 
the extend that dividend• would be Pll¥&ble thereon if 
such shareholders• advanoe• had originall7 been paid 
in u share oapi tal. 

• I • 
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D. - The undersigned will not, without approval of the Caaaa and IRFIS, 
p~ dividend• or make 811¥ other p9¥IDenta to shareholdera .or adop_t 

( '· 
aey policy if' auoh payment• or policy will result in or anvisap f ... 

I. The ratio of current assets to cufrent liabiliti•• beins 
less, at a~ time, than 211; or 

II. The excess ot cur:-:-e:it ~.s ~ets over current lia.bilitiea 
being less than t 

a) - Lit. 300,000,000 on completion Of oonstruotion of' 
the project J 

!,'•] 
b) - Lit. 500,000,000 a t the end of' the first operation 

year; and 

o) - Lit. 600,000,00·0 a.t 811¥ time afte17'the and of the se­
cond operation year. 

7o For the purpoae of this letter "current asset•" shall be considered. aa 
cash and assets readily convertible to cash and all other asset• 1'hich would, 
within one year in the ordinaX7 course of the Comparq'• busine•• be connr­
ted into cash or asseta readily oonvertible into ca•hf and "current litb1ll­
tiea11 shall be considered as lia bilities due and payeble and all other- lia-.::...-= --bilities which would be payable or could be oalled f or p~ent within one 
year. 

8. The undersigned hereby gives ~'OU the assurancea and undertflkinp set 
forth in paragraph 6) above to bo effective on the conditions that y4"l ma­
ke a loan to the Cassa and that from the proceeds thereof' IRFIS agr_. to 
make a loan to the Com11aiv for the above mentioned purpoa• in the apprexi­
mate amount ot Lit. 3,750,000,000. 

9. It is understood that the ter.ma and conditions ot aey such loan will be 
set forth in an agreement to be neeotiated and entered into between the un• 
dersigned and IRFIS and that the subs tance of the assurance• and underta­
kings given in this l 3tter w:lll be incorporated therein. 

Yours truly, 

::.t:G, St~ll ))(Ii•'.-:,\,. rr.,r,'i ,r. · 
!: !',., ! ·.·,,!, 
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3 flEC'D 

V ICE PRESIDEN TE 

Milan, 28th November 1957 

Dear President, 

I owe to your kindness the sen~ 
ing me of the papares concer'ning the Internatfonal 
Bank for Reconstruction and Development. 

I am very flattered for your kind 
attention in my respect. 

While assuring you that thee,e pu 
blications are always considered with a particular 
interest by me, I beg you to accept my best p,erso­
nal regards. 

Yours sincerely, 

Luigi Morandi 

Mr. 
Eugene R. BLACK 
President of the "Bank for Reconstruction 
and Development" 
Washington 6, D. C. 
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GUIDE FOR PREPARING OUTGOING WIRES 

1. Class of Service 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams are normally delivered the morning after day of despetch. The cost 
is half the cost of full rate messages with a minumum charge for 22 words including 
address and teit. 

Full Rate Full rate messages are normally transmitted and delivered immediately. There is a 
minimum charge for 5 words, including address and teit. 

IBF Govt. 

Day Letter 

Teletype 

2. Address 

This is a preferential rate eitended co the Bank by some of its member countries. 
Messages are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia Cuba Guatemala 
Brazil Dominican Republic Honduras 
Burma Ecuador Jordan 
Chile El Salvador • Lebanon 

• China • Ethiopia Nicaragua 
Colombia • France Pakistan 
Cosca Rica Greece Panama 

*Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than IBF government rate and 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 

Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to Meiico and Canada. There is a minimum 
charge for 50 words in teit, 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Eu. 3008). 

Use only last name of addressee and cable address 'Whenever possible. The Bank cable address •INTBAFRAD" 1s 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala City, Bangkok, Karachi, Quito and Tegucigalpa. The 
lntemational Finance O>rporation cable address •coRINTFIN" is registered in New York, Paris and Washington, 
The name of the country of destination must always be added. (No charge is made for the name of a country). 

3. Teit 

Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Eit, 3008. 

Type teit in capital letters and double space between lines. The teit should be edited to eliminate 
unnecessary words and unnecessary puoctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. · 

Use common abbreviations whenever possible, i.e. reourlet, reurfive, etc. Write as one word hyphenated 
words, hyphenated names, and certain two-word groups, e.g. Airmall, Newyork, enduse. 

4. Signature 

Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
know the address of the sender. 

5. Authorization 

Type in name and department of staff member authorizing message and have authorizing staff member 
sign the original (pink copy). A list of authorized signatures is kept in the cable office. 

Forward messages in triplicate in a cable envelope to Room 211 for despatch. The cable service is open 
from 9:00 a.m. co 5:45 p.m. on working days. Special arrangements should be made for the despatch of 
of cables outside of these hours. 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WIRES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 



INTERN A I IUNAL BANK FOR 

RECONST RUCTION AND DEVELOPM ENT 

Toi Mr. Armstrong 

From: L. Svoboda t/ 
Re: CMI J 

November 27 , 1957 

Attached is Anne,c II to CMI report giving :sum:nary 
of the Company' s balance sheets and financial s·tate­
ments for the past five fiscal )e ars . 

The preliminary balance sheet for 1957 is Htill 
subject to adjustment , pending receipt fran the 
Company of tm final distribution of the total amount 
set aside during this year to reserves as to (a) capi­
tal reserves , and (b) operational reserves and pro­
visions 



nr~ ~ 
tn b~ 411 I 



C. M. I. ANNEc. II 

Financial. statements XI-27- 57 
(mil lion lire} 

Balance Sheets 

Year ended Oct. 31 1953 1954 1955 1956 1957 
- ( prelimi nary) 

ASSETS 

Current Assets 
cash 1 3 2 4 
Receivabl es 717 93,9 731 1,11.ll 
Inventories 893 9a:5 2,236 2,028 
Other l .2 23 78 --

Total Cur rent Assets 1,611 l 119J:9 2p992 3,224 3:i310 

Fixed Assets 3,721 3,9815 4, 223 4,583 4,980 
Less Depreciation 1,177 l,43~ l p699 111970 2p270 

Net Fixed Assets 2,544 2,SS:2, 2,524 2,613 2,710 

Tot al Assets 4,155 4,49~ 511516 5p837 6,0'20 

LIABILITIES & ~UITY 

Current Iaabilities 
Creditors 846 93:9 2i,0.50 2,228 
Long tenndebt maturing within 
fiscal year 211 2~(2 281 297 

Other 228 --
Total Current Liabi lities 1,285 1,161 2,331 2,525 2,280 

Provisions 179 199 217 237 277 '];./ 

Long term debt 1,688 1,95;4 1,775 1,695 1$)561 

Equity 
Share Capital 315 37'5 375 900 lpOOO 
Revaluation Reserve 287 2€17 287 

782 y Reserves 338 461 464 380 
Net Profit for year .. - 3 c•5 67 100 120 -- ~~ 

Total F,quity 1,003 1,l'i~ 1,193 1,380 1,90t2 

Total Liabilities & Equit y 4,155 4,492 -- 5,516 5,837 6,020 
, 

Rat ios 
Current as se.bs/ourrent liabilities 1.3:l 1.7:l 1.3:1 1.4:1 lohrl 
Debt/Equity . 63/37 62/3€1 60/40 55/45 45/55 

\) J .... 

Y IBRD estimate 



. ANNEJ~ II 
C. Mo I . pate 2 XI- 27-57 

Income Statements 
(million lire ) 

Year ended October 31 1953 1954 1955 !:~ 1957 
(preliiiiinary) 

Sales 4,925 7,581 9,255 10,785 12,498 

other Income 1 1 2 2 2 --
Total Income 4,926 7,582 9,257 10,787 12,500 

Expenditures 

Operating ex:penditures 4,464 6p865 811607 1C>,o89 ll,950 

Depreciation 122 256 267 271 300 

Interest 144 165 127 151 100 

other 193 242 189 _ 176 30
11 

Total Expenditures 4,923 7,528 9,190 1£,6&1 12,380 

Net Income 3 _J.1! 67 100 120 - ·- -- , - ·- -
Net Income as % of Equity 4. 6 5.6 7.2 6.3 

Net Income as % of Share capital 14.4 17.8 J.1.1 12. 0 

Net Income as % of Gross Income 0. 1 0.1 0. 9 10. 0 

1:./ Tax only 
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ThTTERNATIONAL BANK F OR 

RECONSTRUCTIOX ..:'ll~D DEVELOPl\lENT 
1818 R STREET, N. W: 

WASHINGTON 25, D. C. 

Rome , November 26 , 1957 
No. 22 

Mr. \'falter J . Armstrong 
Assistant Chief , Industry Division 
Department of Technical Operations 
International Bank for Reconstruction 

and Development 
Washington 25 , D.C . 

Dear Walt: Re: CMI - Second Draft Report 

Toclosed is second draft of report on CMI together with draft Letter of 
Conmitment as reviewed by Hugh Scott. , , \~ 

' The reP.ort is a revised presentation of the project as /t'G_eed with the 
Company in the light of the comment of your letter No. 17. The major changes 
are briefly reviewed below: 

' 1) Construction 
With reference to para 3 of your letter , after carefully investigating into 

the construction schedule of the project I have confirmed that a 18 monthe 
construction period may be considered reasonable , in view of the time required 
by Ruthner to manufacture the equipment. Assuming that the loan will become 
effective in March 1958, the project may be expected to be compl eted by Septanber 
1959. After a 2- 3 months trial period it shoul d come int o pr oduction by Novembf!r/ 
December , i . e . the first quarter of fiscal year ending October 31 , 1960. This 
by itself would not justify the rather low produc tion figures for that year (50%) 
and for the follorring year (75%) . These have been conservatively estimated taking 
into account the need for a gradual introcbction of the product in the market and 
the time required by the customers to adjust their procbction facilities to the 
nevr type of product. I do not think that there is any intention on part of the 
Company to prolong construction of the project for financial reasons , since 
sufficiE11t funds should be available from oper ations ( disclosed and bidden) to 
meet sbheduled expenditures on the project. 

2) Profitability of Project 

The revised earnings forecast is a refinement over the previous figures 
inasmuch as it is based on detailed estimates for main production lines (see 
table attached) rather than a simple adjustment of overall costs and revenues as 
previously applied1to reflect the expansion of production of the project on the 
one band and con~traction of production in other lines on the other. You will note 
from the Company' s revised estimates of"real" results , that the project , when in 
normal operation , would shOlf a gross profit margin (after depreciation prior to 
financial charges) of about 7% and JCi.eld a return on the capital investment 
(including working capital) of abrut ll%. It would contribute with about 33% to 



Mr. Armstrong - 2 -

the Company' s total profits 'While sharing only 27% on its costs. Depreciation and 
retained earnings would be more than sufficient to cover the cost of the pr oject , 
l eaving substantial funds in the form of fl a dditional assets". 

3) CMI Financial Position 
The Companyf s official balance sheets and financial statements in general show 

a rather poor capitalization and liquidity position with a steady improvement in 
both during the past fe,r years. However , as customary in Italy, these figures do 
not reveal the actual situation and in this particular case require a considerable 
up1Vard adjustment to show the company' s real position. According to the company' s 
general. manager , net pr ofits realized in the J:S.St two years have averaged Lit. 
400 million per year on sales of Lit. 12 billion. Of t h is only about Lit. 100 
million per year were actually declared, the balance being spent on construction 
( charged to operations) and/or accumulated in hidden inventory reserves. 'Ibis bas 
been generally confirmed by the ISVEIMER auditor , who has reported that between 
1953 and 1956 the company had charged Ll.t. 472 million construction expenditures to 
operations and in fiscal 1955/56 alo~had in this way written off Lit. 169 million. 
The auditor reports that the actual value of CMI •s fixed assets on October 31, 1956 
may be estimated in the neighborhood of Lit . 6 . o billion, as compared to a book 
value of only Lit. 4 . 6 billion, the difference being due mostly to the above method 
of depreciation. Moreover, inventories stated on October 31 , 1956 at a book value 
of Lit. 2.0 billion had an actual value of Lit . 2.8 billion due to substantial. under­
valuation of stock and products, same items being carried at as far baci,as 1938 
prices. No bad debts or other offsetting items are reported. In the light of the 
above , and ccnsidering CMI•s past performance in technical and connnercial management, 
as well as its strong backing by the Falck Group , there would appear little doubt 
of the creditworthiness of this company. 

4) Presentation of Report 
In order to bring the company's forecasts in line with its past financial state­

ments , I had to make certain major adjustments in the earnings forecasts and the 
proforma balance sheets . Using the simplest possible method I increased the 
company• s figures of operational costs each year by approximately 2% and reduced salEB 
by 1%. In addition I set aside each year a reasonable amount to operational reserve 

(provisions.$ and ma.de certain other minor adjustments , to a rrive at annual profit 
figures corresponding to the company's fiscal policies. In discussing the economics 
of the project I tried to separate it from the rest of the company's operations and 
to demonstrate its profitability within the framework , and in relation to the 
company' s overall operations. 

I have also ma.de several textual adjustments in the report with reference to your 
specific comments , in regard to description of project , comparative costs , method 
of foreign exchange savings computation , etc. I apologize for the inaccuracies noted 
in the first dratt which have slipped rrry attention due to heavy pressure of work. 

I have further refined the financial estimates , using round figures whenever 
indicated. For example , total additions to net current assets are now Lit . 800 
million, rather than Lit. 774 million as estimated in the first draft ( not Lit. 
776 as stated page 2, para 3 of the letter) and estimated total working capital at 
the end of the third year of operations Lit .1,830 million. I have made appropriate 
provisions in the Letter of CoJIDD.itment for the gradual increase in net current assets 
to the above total. Following your suggestion, I have therein provided for a lo5:l 
current ratio, after completion of the projectw with no restrictions during the 
constr uction pericd . 

Attached to tbe report is sunnna.ry of past financial statements for the Falck 
Company. I expect later today to dispatch by separate mail the financial 
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summary for CMI , pending receipt of some supplema1tary data foir 1957. Also 
enclosed is copy of the company' s revised prodlction arrl financial forecasts , 
reflecting the estimated real results rather than "official" results as shown 
in tt>.e report. 

I hope the revised report together with the above explanations will have 
sufficiently demonstrated the soundness of this project to enable a final judge­
ment on its suitability for Bank financing 0 

With kind regards . 

Ladislav Svoboda 
Encls. 

cc: Mr. Ri.pman 
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The prospective porrower is cantieri Metallurgici Italian! (CMI} incorporated 

in Naples in 1916. The company o,rns and operates two pl ants , one at Naples for 

t he production of hot dipped tin plates , gal vanized sheets and cold rolled sheets, 

and one at castellammare, near Naples , for the production of rm.ts and bol ts , 

r epair of railway rolling stock and various structur al work and forgings . 

CMiwould install a line for the production of electro~ically tinned plate 

in their pl ant at Naples. The cost of the project , including additional working 

capital and interest during construction, is estimated at Lit. 1. 8 billion 

($2. 7 million) of which Lit. 600 million ($0. 96 million} are requested from 

lBRD funds to finance the imported equipment for the project. CMI is owned by 

Acci.aierie e Ferriere Lombardi Falck s . poA. of Milan, large manufact urers in 

Italy of iron and steel product s . 

Description of the Project 

The project contemplates the installation of a modern electrolytic timing 

line where cold reduced steel strip in coils will be electroplated 1l"i th t in on 

both surfaces . This line would have an estimated production capacity of 24 ,000 

tons per year of tin plate of international st§nda.r d types 0 An increase in 

capacity of an additional 12, 000 tons per year can be accomplished at moderate 

cost tln-ough minor modifications and enlargements of the line. At pr esent CMI 

produces 39,000 tons per year tinplate all of which of the bot dipped type. 

After the project has been canpleted, t i n plate product ion is plazmed to be 

increased to 54,000 tons of which 309000 tons would be bot dipped tin plate 

produced by the existing plant, and 249000 tons electrolytic t i n plate pro due ed 

by the nE!lf facilities . The cost of the n91' installatioJ{s estimated as 

Lit. 990 million broken down as follaws : (million lire}: 

.!JEicclusive of Lit. 50 million interest during construction capitalized 
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Buildings 

Machinery and spare parts 

Contingencies 

Start up expenses 

Total 

92 

774 

84 

_1:2 

...222. 
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Of theabove total, about Lit. 600 million 1'Duld be required for imported machinery 

and equipment, f i nancing of which is proposed from the Bank l oan. 

The electric power required will be about 5o4 million kwh per year with an 

estimated peak load of 1000 kw and will be suppl ied by Societa. Mer idionale di 

Elettricitao 

Present Status 

The planning and engineering of the project have been compl eted; tenders for 

machinery and equipment received and analyzed; orders can be pl aced on short notice. 

No work bas been started. Manufacture by the Austrian supplier of the tinning 

line (Ruthner) 9 because of its smal l capacity and special features , will require 

about 10 months and deliveries and croction of the equipment about 8 months. On 

the assumption that orders can be placed in the first quarter 1958 , the plant should 

be completed and in trial operation before the end of 1959. 

Management 

CMI bas over thirty years of experience in tin plate mamfacturing. The 

company has a managerial and technical staff which has the necessary exper ience to 

operate the electrolytic tin plate section. It can also obtain technical assist­

ance , if needed, from the Falck Group. 

Financing 

It is proposed that of the Lit. 1 . 8 billion estimated total cost of the 

project , Lit.o. 6 billion would be covered by the proposed Bank l oan. The renaining 

Lit. l_.2 billion would be covered by retained earnings and depreciation accruals . 

While the project is under construction, company contributions to the project 

would amount to Lit. 614 million (fixed assets - Lit. 440 million, additions to 
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net current assets - Lit. 174 million) Lit 600 million more would be added t o 

net current assets from the enhanced ear nings of the company after the completion 

of the project , which it is assumed will occur by the end of 1959. The financial 

position of the company at the end of fiscal year 1957, and its estimated position 

upon compl etion of the project atthe end of three years of operation of the new 

electrolytic line ar e as follows: (million lir e) 

Oct. 31 Oct. 31 Oct. 31 
1957 1959 1962 

(pr ellmlnary) (estimat ed J 

Fixed Assets: Project 1 , 040 1,040 
other Fixed Assets 4 ,980 4, 980 4 , 980 

Less depreciation 2 , 270 3 , 270 511040 

Net Fixed Assets 2p7lO 2p750 980 
Net Current Assets 1 , 030 1,230 1,830 
Additional Assets 430 1,698 

Total Assets 3,7hO 4Phl0 4 ,508 

Share Capital 1,000 1,000 lpOOO 
Surplus and Reserves 1,179 1,499 2p094 
IBRD Loan 600 508 
other long term debt l p561 1,311 9o6 

Total Li.abilities & F.quity 3,740 4 , 410 4P508 

The canpany•s sales have increased from Lit. 7. 6 billion in fiscal year 1954 

to Lit. 12.5 billion in 1957. Net income bas risen from Lit. 54 million to 

Lit. 120 million, representing net return on share capital of 14% and 12% respect­

ively. The smaller r eturn i n 1957 is due to the f~ct that during 1956 and 1957 

the company had increased its share capital from Lit. 375 million to Lit. 1 ,000 

million. It should be noted that the CMI in general conchlcts its business in 

accor dance with sound financial principles. An investigation made by ISVElMER has 

fonfirmed that the company has followed VffrY conservative policies in the valuation 

of inventories and has set aside substantial reserves for the depreciation of its 

f ixed assets. (Summaries of bal ance sheets and profit and loss stat(lllents ar e 

s hO't'rn in Annex Ir) • 

Markets 

Tin plate consumption in Italy for home use and export requirements has 
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increased by 150% from the prEMar years. In 1956, 116,000 tons were used of 

which 57 ,000 were importedo CMI location i .n Naples, which is the center of a 

very important canning industry, would havei the advantage of selling tin plate 

for canned foods under the so-called "duty--·bound" regulations, that is, tin plate 

produced with temporarily imported raw mate,rials Without payment of import duties 

which can be sold at especially larr prices.~ ~ (MJ., -

The project would enable CMI to meet t.he increasing local demand for 

electrolytic tin plate at a price competitive with present prices of other 

producers within the Europ:3 a.n Canmon Market,. It wuld contribute to considerable 

savings in the company's production costs a.nd would increase the profitability 

of its operationso The company's estimates1 s how that at an assumed sales price 

somewhat below the present lc,;vest price for· imported tin plate (USA), the project , 

when operating at normal capacity, should show a return (after depreciation prior 

to interest charges) of about 6% per ton of' product sold. This compares to a 

return of about 3-1/'?$,par ton on the presen1t sales price for standard type hot 

dipped tin plate of comparable thickness , produced by the company' s existing 

plant. 

The company expects to e::xport about 30~ of the electrolytic tin plate 

produced to countries in the Mediterranean market using its existing export sales 

organization. 

Another electrolytic tinning plant is being installed in Northern Italy. 

It is estimated that the output of both plants can be plac Q} in the local and 

e.Jg;>ort markets since their bot dip plating production will be decreased according 

to market requirements. Electrolytic tinning is displacing hot-dipped tinning 

all over the world due to :m; economic and technical advantages. 

Elrnings and Debt Service Covarage 

The company estimates that in accordance with the market requirements, the 

production of the project w;oul d be gradually increased from 50% capacity in 

1960 to l()CYfo in 19629 adding 24p000 tons per year of electrolytic tin plate to 
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the out put of its Naples plant. This would incr ease total output of the pant, 

after the planned r eduction in hot dipped tin plate and some minor cuts in 

other l ines , t o 7$, (X)IJ tons per year of rolled product s , repr esenting the present 

P paoit y of the company' s col d rolling mill . On the basis of conservative 

assumptions in respect to costs and sales prices , CM!'s total sales in 1962 

would increase to Lit.12. 9 billion and net profit to I.il.t ~l75 million, repr esenting 

a. return of 17.5% on share capital and of 5.6% on total equit y. It should be 

noted that while the project l()uld account for about 27% in the company's sales , 

it would share with 33% in its net profit s . Estimated. depr eciation accruaJ.a . 
have been based on conservative r ates, pr oviding for a r ate of llO% per a.mum 

for equipment and buildings , both of the pr oject and the existing plant. For&­

caste of the c ompany' s sales and earnings as a wl:Dl e are given i n ArmEU I . 

Estimated company earnings befor e interest and depr eciation when al l facilities 

are operating at a normal rate, should cover the debt service of the pr oposed. 

IBRD loan about f times and the total debt service r equir ements about 3•-' t imes. 

The project should be able at 4~ capacity to break even and cover the IBRD l oan 

service about 1.6 times. 

Economic Justification 

The CMI project will produce electr ol ytic tin plate of international standar ds 

and thereby will reduce the need for increased imports of this product to meet t he 

growing demand of the canning industry and other users. The plant will be located 

in Naples , the center of Italy•s important carming industry. The foreign exchange 

eavings resulting from the project may be estimated as Lit . 2. 2 billion ($3.5 million ) 

based on the a ssumption that the increase of 15 ,ooo' tons p. a . in the company's 

production of tin plate, due to the operation of the project (54, 000 tons - 39,000 

tons) , would result in an equivalent r eduction of imports of electrol ytic tin pl ate. 

Some additional foreign exchange benefits would also arise from the r educed r equire­

ments of imported tin 9 due t o the substitut ion of 9,000 tons of electr ol ytic tin 

plate for dipped tin pl ate made possibl e by the pr oj ect 0 
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Security Arrangements 

If the proposed loan is granted, ISVEIMFR would secure it by a mortgage on 

CJfi t s plant lllhich w:uld rank second to mortgages granted to IMI in connection with 

previous loans from this institution. As additional security, ISVEIMER would 

require a performance guar antee by the Falck Coo, Milan, which owns a 95% interest 

in CMI. A swmnary o:f Fal ck•s officia:j/financial statements for the pa.st four year s 

is given in Annex III. These statements reveal only partially the financial 

strength and earnings capacity of this well knOW"n, entirely privately owned 
tv,.i...,' 

corporation, the only of its kind in the metallurgical field in Italy. 

Conclusion and Reconunendations 

The CMI project is sound and could form the basis for a l oan of Lit. 600 

million ($960~000) excluding interest during construction. The tenn of the loan 

could be ~2 years~ including ~ years grace period. 

l?> 3 
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Financial. Forecast s 
(Million l ire) 

Construction, 
Operation / 

Exis tin§ Plant 2 Oper ation all Facilities 
Year ending October 31 l 95 &959 l 96o 1961 1962 -
I . Earnings Statement 

50 75 Production of Project - % 100 y 
Operating Costs 

2,460 Project ~ 1,630 39270 
other facilities ~J 10, 480 10,480 9,300 8,980 8,650 

Inter es~ IBRD j (15) (35) 42 40 38 
other L g-Term Debt ~ 100 100 90 90 80 
Deprecia'6ion: 

Project 70 100 100 
other Facilities 500 500 500 500 500 

Operating Reserves 40 40 40 50 90 
Taxes 30 30 37 40 u2 

Total Costs 1/ 11,150 ll,l.50 119709 12,260 12, 770 
llet Sales - Project - l/ 1,770 2,650 3,540 

other Facilities - 119270 11,270 10,059 9!740 99ho5 

Total ffet Sal.es 11,270 11,270 ll,829 12 ,390 121>945 

Net Profit 120 120 120 130 17.5 - --- -
IIo Sources and ApElication of Funds 

Net Income before Interest 220 220 2.52 260 293 
Depreciation Accrual s 500 500 570 600 600 
Net Increase in Operational Reserves 40 40 40 50 90 
IBRD Loan 200 400 

Total Sources 960 1,160 862 910 983 

Fixed Assets (Project) .500 490 
Inter est during Construction 15 35 

Total Fixed Assets 515 525 
Net current Assets 200 4.50 150 
Debt Service: Y 

IBRD Loan 2 42 85 85 
other Long-term Debt 225 225 225 225 215 

Additional Assets 220 210 145 600 533 

Total Applications 9601 l pl60 862 910 983 

Y For the purpose 0£ a conservat ive forecast, the company' s estimates of operati ng costs 
each year have been increased about 2% and net sal es reduced ~ . 

2/ Assuming loan of Lit. 600 million at 7.% for 10 years plus 2-1/2 yea.rs grac e period 
1/ Based on 1957 operation after some adjustments in output and sales to account for 

the closing down of the company' s obsolete hot rolling mil1
0 
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(million lire) 

Construction 

Year ending October 310 
Operation Eid.stin~ Plant ~eration all Facilities 
!957 J.959 959 60 1961 !962 

(prelimj n~ - - - --
III. Ba.lane e Sheets 

Fixed Assets 
- Project 515 1,0uO 1,040 
- Existing Plant 4,980 4,980 4,980 4,980 

Less Depreciation 2,270 2,770 3,270 3,840 

Net Fixed Assets 2,710 2,725 2,750 2,180 

Net Current Assets 1,030 1,030 1,230 1,680 
Additional Assets 220 430 575 

Total Assets 3,740 3,975 4,410 4,1'35 

Share Capital lpOOO 1,000 1,000 1,000 
Surplus & Reserves 1,179 1,339 1,J..99 1,659 
IBRD Loan J/ 200 600 600 
other L:mg-term Debt 1,561 1!436 1,311 1,176 

Total Liabilities & Equity 3,740 3,975 4,410 . 4,435 

~ outstanding at Nov. 2 , 1957: ~~-&. ~ . 
Lit. 1,134 million loans from ncr, ~ng 1959/1968, 
Lit. 119 million from Banco di Napoli~ ex:piring 1960/64, and 
Lit. 294 million debentures, ex:piring 19711740 

1,040 1,040 
4,980 4,980 
4,440 5,040 

1,580 980 

1,680 1,830 
1,175 1,708 

4,1'35 4,518 

1,000 1,000 
1,839 2,104 

555 508 
1,041 9o6 

4,435 4,518 

V 
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(1) This will confirm certain understandings which have been reached 

during recmt discussions between representatives of the International 

Bank for Reconstruction and Deveiopment (hereinafter referred to as the 

Bank) , the Cassa per Opere Straordinarie di F\J.bblico Interesse nell t 

Italia Meridionale (the Cassa) , the Istituto per lo Sviluppo Economico 

dell•Italia Meridionale (ISVEIMERh and cantieri Metallurgici Italiani 

s.poA. (the Company). 

(2) You have informed us that the Bank is considering a loan to the 

Cassa and that part of that loan will be specifically allocated for loans for 

various industrial undertakings in the area of the Cassa•s competence. 

(3) We have proposed that there shoul d be financed out of the proceeds 

of the loan our project to i nstall and operate at our plant in Naples an 

electrolytic tinning line of a capacity of 24, 000 tons per year tinplate 

of international standard types. We have infomed you that the pro forma. 

balance sheet of the Company, on completion of the project , would be as 

follows: 

Assets Liabilities 

Project Lit.1,040,000,000 Share Capital 
Other Fixed Assets(net)lp710,000,000 Surplus and Reserves 
Total Fixed Assets 2p 750pOOO,o6b IBRD Loan 
Net Current Assets 1,2301>000,000 other l ong-term debt 
11Additional Assets" 4,30, 000,000 

Lit.4,410pOOO,OOO 

l,it.1,000,000,000 
1,499,000,000 

600 ,000,000 
1,311~000,000 

Lit.4,410,000,000 

It is understood that the amounts shown as surplus and additional 

assets may be reduced by the amount of dividends paid during the interim 

period subject to the restrictions of this letter. 
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(4) The cost of the project shoul d be considered as Li.t .1,040, 000,000 

for fixed assets and Lit. 800, 000 ,000 for additional net current assets. 

We have explained to you that during the first three years of operations 

the net cUITent assets requirements will be increased to an estimated 

Lit.1,830,000,000. The increase in net current assets from Lit.1 , 230,000 ,000 

to Lit. 1,8.BO,OOO,OOO will be provided from anyone or the combinations of 

any of the following sources : retained earnings, depreciation accruals, 

share capital or shareholders • advances . 

(5) We have been informed that if the proposed loan shoul d be made, it 

would be made to the Company by ISVEIMER, to which the Cassa would lend a 

portion of the Bank• s loan for the purpose. Ypu have said that before you 

could approve favorable consideration by the Cassa or ISVEI:MER of the proposed 

loan you would require certain undertakings from the Company with respect to 

share capital, working capital and shareholders' advances. 
you 

(6) The assurances and undertakings which/have r equested, to b:e effective 

while any pa.rt of the loan to the Compaey will be outstanding, are that 

valid arrangements will be made , ur.rler which: 

Ao If the completion of the project or its successful operation is hindered 

or delayed or is threatened with hindrance or delay because the funds 

available are inadequate to ensure its completion and the provision of 

the necessary working capital , pranpt arre.nganents shall be made in 

accordame With a financial plan approved by ISVEIMER and~assa to 

provide the necessary funds from share capital or shareholders ' advances , 

as and when required1 

B. Shareholders' advances provided under subparagraph A -

I . Shall not be withdrawn; 

IIo Shall in all respects be subordinated to all 

debts of the Company; and 

nr. Interest or any other remuneration shall be 
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originally been paid in as share capital; 
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C. The undersigned will not , Without approval of the Cassa and ISVEIMER, 

pay dividends or make other payments to shareholders or adopt acy 

policy if such payments or policy will result in or envisage: 

I . The ratio of current assets to current liabilities 
after coimpletion of construction of the project 

being less , at any timEt, ·than 1.5:1; ar 

II. The excess of current ass19ts over current liabilities 

being less than : 

a . Lit. 1 , 230,000, 000 on c:ompletion of construction 
of the project; 

b. Lit. 1 ,680, 000,000 at 1the end of the first year 
of operation of tm project and at any time 
during the second year of oper ation of the 
project; and 

c . Li.t. 1 ,830,000,000 at any time thereafter. 
' 

(7) For the purpose of this letter II current assets" shall be considered 

as cash and assets readily conver~bl.e to cash and all other assets which 

would, Within one year in the ordinary course of the Company•s business be 

converted into cash or assets readily convertible into cash; and "current 

liabilities" shall be considered as liabilities due and payable and all 

other liabilities which would be payable or could be cal led for payment 

within one year. 

(8) The undersigned hereby gives you the assurances am urxiertald.ngs set 

forth in paragra!il (6) above to be effective on the condition that you make 

a loan to the Cassa and that from the proceeds thereof ISVEIMER a grees t o 

make a loan to the Campaey for the ab,:we-mentioned purpose in the appr oximate 

amount of Lit. 600, 00011000• 
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(9) It is understood that the terms and conditions of any such loan 

will be set .forth in an agreement to be negotiated and entered into between 

the undersigned and ISVEIM'ZR and that the substance of the assurances and 

undertakings given in this letter will be incor porated therein. 

Yours truly, 

CANTIERI METALWROICI ITALIAN! S .p.A. 



ACC IAIERIE e FERRIERE LOMBARDE FAIC K, MILAN 
ANNEX III 

(Parent Company of C . M. I . ) 
XI/22/57 Bal ance Sheets 

(Billion lire} 

Year ended Deco .31. 195.3 1954 1955 1956 

ASSEI'S 

cash and banks 0. 1 0. 2 0. 2 o.5 
Receivables 4.0 5 • .3 5.7 7. 6 
Inventories 4.7 4.5 1.0 8. 4 
other current assets 3.6 .3. 6 4. 6 ..l.!2 -

Total Curroot Assets 12.4 13. 6 17o5 20. Ji 

Fixed assets 57. 7 6lo9 65. 8 70.2 
Less depr eciat ion .35. 7 .37~3 39. 6 43.1 

Fixed Assets net 22.0 24. 6 26. 2 21.1 

Participations lo7 1.9 2.0 ~ - -
Total Assets .36.1 40.1 45o7 49. 8 - - -

LIA.BILITIE3 AND ~UITY 

Banks 2.1 4 • .3 .306 .3.5 
Creditors 2. 8 .3 • .3 4.5 5.o 
Other cuITent liabilities 2.1 .3oO 2o7 .3. 2 - - - -
Total current liabilities 1. 0 10.6 10. 8 ll.7 

Provisions .3. 3 3.6 .3o 7 4.o 

Long-term debt 7.9 706 12. 4 13. 8 

Share Capital 1. 8 708 708 12. 0 
Resgrves 1.7 2. 0 2 • .3 .3o2 
Revaluation reserve 1.8 7. 8 7. 8 4.1 
Surplus o.6 0. 1 0. 9 ~ - - -

Total Equity 17~9 18.3 18. 8 20. 3 

Total Ll.abilities & Equity .36.1 40.1 45. 7 49. 8 

Current Assets/Current Liabilities 1.8:l lo.3 :1 1.6:l 1.7:1 

Debt /Eclui ty .30/70 29/ 71 40/60 40/ 60 



ANNEC III 
XI- 22- 57 

ACCIA.IERIE e FERRIERE LOMBA1IDE FAICK, W:IAN 

Year ended Dec. 31 

Gross Income 

Expenditures 

Net Profit 

Net ·Profit as % of Equity 

(Pa.rent Company of CMI) 

Income Statements 
(Biiiion lire) 

1953 -
5.8 

5. 2 

o.6 
--
3.3 

1954 -

5.7 

0.1 

--
3. 8 

Net Profit as % of Sha.re Capital 1.1 9.0 

Net Profit as% of Gross Income 10.3 10.6 

1955 -
7.7 

6. 8 

o.9 

= 
4.7 

u.5 
u.6 

908 

a.a 

1.0 

--
4.9 

a.3 

10.2 



FORM No . 27 
( 9- 56 ) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OUTGOING •••• 
CLASS OF SERVICE: LT DATE: NOVEMBER 26 , 1957 

TO: L . M. SVOBODA 
GR~ 
ROME 

COUNTRY ( ITAU) 

EXT: 

Cable No. TwENTY SEVEN 

MARZOTTO APPROVED USE DRAFT LETTER OF NOVEMBER TWENTYONE STOP WITH CHANGE IN 

PROFORMA TO REFLECT POSIT.10N ON C0NSTRl£TI0N COMPLETION SEE NO NEED FOR PARA 

SlX D THREE RESTRIC'rION DIVIDEND PAYMENTS BOT WILL LEAVE TO YOUR JUDGNENT STOP 

IF RETAINED INSERT AFTER PROFORMA QUOTE WE HAVE EXPLAINED TO YOU THAT SOME 

SECTIONS OF THE PLANT WILL BE IN PARTIAL OPERATION BEFORE THE C01•1PLETION OF 

CONSTRUCTivN UNQUOTE STOP PAGE ONE PARA FOUR LAST LINE AFTER A.HuUNT CHANGE 

TO QUOTE BY THE END OF THE THIRD OPERATING YEAR UNQUOTE STOP PARA SIX A TWO LTI~ 

TWO PUT QUOTE TO UNQUOTE INSTEAD OF FIRST QUOTE AT UNQUOTE STOP PARA SIX A THREE 

ADD TO SENT.ti:NCE QUOTE AND SHAREHOIDERS ADVANCES SHALL BE AT LEi~T THE DIFFERBi~CE 

BETWEEN LIT T',lO BILL.LON FOUR HUNDRED MILLION AND PAID IN SHARE CAPITAL UNQUOTE 

STOP D.'iSERT NEW PARA SlX D n.10 A QUOTE LIT ONE BILIJON TWO HUNDRED MILLION ON 

COMPLETION OF CONSTROOTION UNQUOTE AND RELETTER OTHERS 

AUTHORIZED BY: 

NAME: W. J . Armst r ong 
DEPT: T. O. D. 

Signed: AR1£TRONG 
{Type In last na~e of sender,-

ORIGINAL (File Copy) 

(IMPORTANT: See over for guide in preparing Outgoing Wire) 

For Use bv Archives Division 

Checked for Dispatch 
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GUIDE FOR PREPARING OUTGOING WIRES 

1. Class of Service 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams are normally delivered the morning after day of despatch. The cost 
is half the cost of full rate messages with a minumum charge for 22 words including 
address and text. 

Full Rate Full rate messages are normally transmitted and delivered immediately. The~ is a 
minimum charge for 5 words, including address end text. 

IBF Govt. 

Code 

Day Letter 

Teletype 

2. Address 

This is a preferential rate extended to the Bank by some of its member countries. 
Messages are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
El Salvador 

• Ethiopia 
• France 

Greece 

Guatemala 
Honduras 
Jordan 

• Lebanon 
Nicaragua 
Pakistan 
Panama 

*Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than IBF government rate and 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 

Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to Mexico and Canada. There is a mimmum 
charge for 50 words in text. 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Ext. 3008). 

Use only last name of addressee and cable address whenever possible. The Bank cable address "INTBAFRAD" ts 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala City, Bangkok, Karachi, Quito and Tegucigalpa. The 
lntemational Finance O>tporation cable address "CORINTFIN" is registered in New York, Paris and Washington. 
The name of the country of destination must always be added. (No charge is made for the name of a country). 

3. Text 

Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Ext. 3008. 

Type text in capital letters and double space between lines. The text should be edited to eliminate 
unnecessary words and unnecessa.ry punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. 

Use common abbreviations whenever possible, i.e. reourlet, reurfive, etc. Write as one word hyphenated 
words, hyphenated names, and certain two-word groups, e.g. A1rma1J, Newyork, enduse. 

4. Signature 

Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
know the address of the sender. 

5. Authorization 

""Type in name and depanmeot of staff member authorizing message and have authorizing staff member 
!J,gn the original (pink copy). A list of authorized signatures is kept in the cable office. 

Fo~d messages in triplicate in a cable envelope to Room 211 for despatch. The cable service is open 
fro~OO a .m. to 5:45 p.m. on working days. Special arrangements should be made for the despatch of 
of cagi,es outside of these hours. 

ANY -QUESTIONS REGARDING INCOMING AND OUTGOING WIRES SHOULD BE REFERRED TO THE 
CABLgPOST, EXT. 3008. 

t !: 
~ 
__,. 
-e; 
';.!- I. Ud nr: 5 ~!G i!UN 

.., 

C'::11. 1::i:ru 



FORM No. 27 
(9. 56) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

CLASS OF SERVICE: LT 

OUTGOING WIBB 

ltff 
DATE: 

TO: L.-M. SVOBOOA 
GRAND HOTEL ( (., ~ v ti:. v \ 
ROME l 

COUNTRY ( ITAlX) 

~XT: 

Cable No. 
,-

TWENTY SIX -

NOVEMBER 25, 1957 

BOTH SCOTT AND WHEELCXJK AGREEABLE OOERT CASSJ6 NAME m LETTERS AS 

DISCUSSED BY PHONE 

Signed: ARM3TRONG 
(Type In last na~e of sender) 

AUTHORIZED BY: 

NAME: For Use bv Archives Division 

DEPT: T. o.n. Checked for Dispatch 

SIGNATURE: --,r-;;-;---,t-----,r-T":"~--:-:---c:---,-,---,.-----
to approve cable-Y:-

ORIGINAL (File Copy) 

(IMPORTANT: See over for guide in preparing Outgoing Wire) 
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1. Class of Service 

GUIDE FOR PREP.ARING OUTGOING WIRES 
'\ 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams are normally delivered the morning after day of despatch. The cost 
is half the cost of full rate messages with a minumum charge for 22 words including 
address and text. 

Full Rate 

IBF Govt. 

Code 

Day Letter 

Teletype 

2. Address 

Full rate messages are normally transmitted and delivered immediately. There is a 
minimum charge for 5 words, including address end text. 

This is a preferential rate extended to the Bank by some of its member countries. 
Messages are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
El Salvador 

• Ethiopia 
• France 

Greece 

Guatemala 
Honduras 
Jordan 

• Lebanon 
Nicaragua 
Pakistan 
Panama 

•Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than IBF government rate and 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 

Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to Mexico and Canada. There is a mi01mum 
charge for 50 words in text. 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Ext. 3008). 

Use only last name of addressee and cable address whenever possible. The Bank cable address •JNTBAFR.AD" 1s 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala City, Bangkok, Karachi, Quito and Tegucigalpa. The 
International Finance Corporation cable address •roRINTFIN" is registered in New York, Paris and Washington. 
The name of the country of destination must always be added. (No charge is made for the name of a country). 

3. Text 

Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Ext. 3008. 

Type text in capital letters and double space between lines. The text should be edited to eliminate 
unnecessary words and unnecessary punctuation. If punctuation is needed, spell out the words "Comma," 
"Stop," etc. 

Use common abbreviations whenever possible, i.e. reourlet, reudive, etc. Write as one word hyphenated 
words, hyphenated names, and certain two-word groups, e.g. Auma1l, Newyork, enduse. 

4. Signature 

Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
know the address of the sender. 

5. Authorization 

Type in name and department of staff member authorizing message and have authorizing staff member 
sign the original (pink copy). A list of authorized signatures is kept in the cable office. 

Forward messages in triplicate in a cable envelope- to Room 211 for despatch. The cable service is open 
from 9:00 a.m. to 5:45 p.m. on working days. Special arrangements should be made for the despatch of 
of cables outside of these hours. 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WffiES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 

o/ c,-
~'7 

..f· 

·f.-
--::~. 

7 

l'-!ij tld 9/ f 
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FORM No, 27 
( 9. 56) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OUTGOING WIBB 

CLASS OF SERVICE: LT DATE: NOVEMBER 25, 1 957 

TO: Lo M. SVOBODA \ 
GR.AND HOTEL ( (;R.ft7\/o 1 C... L- I 
ROME 

COUNTRY ( ITALY ) 

~XT: -Cable No. T\-ENTYJIVE 

ABCD ffiOJ.l!XlT AP!".tWVED IBE DRAFT LETTER DATED NOVEMBER SEVENTEEN AS 

CORRroTED BY SCOTT STOP TAJANI APFROVED IN PROOIPIE p- TO SAVE 

TIME SUGGtST FOLLOWING PROOEDUH.:: OUTLINED !ETTER EIGHTEEN STOP 

YOUR LE'ITER NINETEZN ~ECEIVED 

V 

Signed: ARMSTRONG 
(Type In last na~e of senderr-

AUTHORIZED BY: 

NAME: w.~ J . Armstron ,,A 
DEPT: T.O.D. t v'\,-
SIGNATURE: ___,.-,,-__._-~f----------------

S i gnatu r f individual authorized to approve cable). 

ORIGINAL (File Copy) 

(IMPORTANT: See over for guide in preporing Outgoing Wire) 

For Use bv Archives Division 

Checked for Dispatch 
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GUIDE FOR PREPARING OUTGOING WIRES 

1. Class of Service 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams are normally delivered the morning after day of despetch. The cost 
is half the cost of full rate messages with a minumum charge for 22 words including 
address and te:a:c. 

Full Rate 

IBF Govt. 

Code 

Day Letter 

Teletype 

2. Address 

Full rate messages are nonnally transmitted and delivered immediately. There is a 
minimum charge for 5 words, including address and text. 

This is a preferential rate extended to the Bank by some of its member countries. 
Messages are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
El Salvador 

• Ethiopia 
• France 

Greece 

Guatemala 
Honduras 
Jordan 

• Lebanon 
Nicaragua 
Pakistan 
Panama 

*Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than IBF government rate and 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 

Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to Mexico and Canada. There is a mintmum 
charge for 50 words in teit. 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For infonnation, call Cable Post (Ext. 3008). 

Use only last name of addressee and cable address 'Mlenever possible. The Bank cable address "INTBAFRAD" 1s 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala City, Bangkok, Karachi, Quito and Tegucigalpa. The 
International Finance O>rporation cable address "CORINTFIN" is registered in New York, Paris and Washington. 
The name of die country of destination must always be added. (No charge is made for the name of a country). 

3. Text 

Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling E:a:c. 3008. 

Type text in capital letters and double space between lines. The text should be edited to eliminate 
unnecessary words and unnecessary punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. 

_J}se common abbreviations whenever possible, i.e. reourlet, reurfive, etc. Write as one word hyphenated 
j!'ords, hyphenated names, and certain two-word groups, e.g. Alrmail, Newyork, enduse. 

4. Signature 

·Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
(ksiow the address of the sender. 

5. Authorization 

'.jype in name and department of staff member authorizing message and have authorizing staff member 
.a.1gn the original (pink copy). A list of authorized signatures is kept in the cable office. 

Forlvard messages in triplicate in a cable envelope to Room 211 for despatch. The cable service is open 
from- 9:00 a.m. to 5:45 p.m. on working days. Special arrangements should be made for the despatch of 
of cables outside of these hours. 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WIRES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 

\ \~ '?~ 
',\ \" 
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FORM NO. 75 INTERNATIONAL BANK FOR 
(3.52) RECONSTRUCTION AND DEVELOPMENT 

Date 

ROUTING S LIP 

NAME ... ROOM NO. 

jl)/) . '.~ }.1J~-~ ~. j/JV 
, I l ,.. - . 

{),flL- '}.. ... / D 
( 

Action Note and File 
Approva 1 Note and Return 

Comment Prepare Reply 
~ 

- JI! Report Previous Papers 
11 n formation Recommendation 
Initial Signature 

Remarks 

. 

From 



TELEP H O NE E X ~ CUT IV C 3 •6360 

Noo 21 

INTERNATIONAL BA1\TK F OR 

RECONSTRUCTIO~ Ai..~D DEVELOPMENT 
18 18 H STREET, N, W. 

WASHINGTON 25, D. C, 

Grand Hotel 

C A 6LE A DDRES S·INT B A F'RA D 

Mr . Walter J . Amstrong 
Rome, November 25 , 1957 

Assis tant Chief , Industry Divisi on 
Department of Technical Oper ations 
International Bank for Reconstruction 

and Development 
Washington, D. c. 

Re: Distribution of Loan Funds 
,, 

Dear Walt: / t,~ ~~-
I encl ose copy of a letter dated November 22 from Cassa to the Bank on 

the above subject , the content of which I have already transmitted to you 
by telephone. 

The letter is the resul t of a discussion called by Prof essor Pescatore 
for the purpose of clarifying our mutual understanding concerning the 
allocation of loan funds to the three sectors . From a sununary, prepared 
by bis staff , of the mission ' s findings , Professor Pescat ore had noted 
that under the proposed new loan , power was all ocated $32. 9 million for 
three projects (SME, SGES and Calabria). This is in contrast with 
Pescatore•s underst anding of the tentative agreement r eached by him with 
Sid Wheelock pr ior to Sid' s departure , which provided for only~-~ million 
for SME and SGl!S , exclusive Calabria. Pescatore felt that t his latter amount 
was a proportionate allocation to the power s ector and that any balance l eft , 
af ter covering the requirements of t he industrial sector , should b e allocated 
to irrigation. However , should the Bank consider it important to have Calabria 
included in the loan, he would be willing t o go al ong on the former basis 0 He 
also proposes that , should Tajani be cleared in time to be i ncluded in the new 
loan , the required amount for this project coul d be deduct ed from irrigation. 
As r egards the utilization of the balances in the previous two loans, as 
recently increased by the withdrawal of the SIL second loan r equest , Cassa would 
pref er t o have the surpl us , left after financing ABJD , allocated to irrigation 
r at her than for any of the new industrial projects covered under the new l oano 

We finally agreed that a l etter by the Cassa to the Bank at t his point would 
be useful, as it would help t o cl arify the still outstanding questions concerning 
the final distribution of loan funds and would enable the Bank to r each an early 
decision in this matter. 

With ki.nd regards . 
,ht,~l,( 

Tuel. 

0~ 
!,, . 

Ladislav Svoboda 
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November 22 , 1957 

International Bank for 
Reconstruction and Development 
1818 H Street N .w. 
Washington 25 , Do-C . 

Gentlemen: 

Subject: Proposed Allocation of Funds under IBRD Loans 

Fol lowing the meeting of this morning with Mr. Svoboda of the Bank, we 
are illustrating below the Cassa desire as to the allocation of the proposed 
u,an :funds and of the balances available under Loan 117 and 150 IT. 

A. New u,an 

lo Six industrial projects 
2. Two power projects 
3. Two Irrigation projects 

B. Balances on Previous Loans 

- Availabi lity under Loan 117 IT $2, 400,000 
- Availability under u:>an 150 IT $3 , 450 ,000 

Total avail able 

Proposed allocation: 

$5, 850,000 

1. ABCD Industrial project ( 2nd loan) 
2. Addition to irrigation, (additional l oan) 

$29 ,360 ,000 
$29,200 ,000 
$16 ,440,000 

$75, 000,000 

$ 4, 480,QOO 
$1,370, 000 

$ 5,850 , 000 

In the same meeting, we have also discussed the follONing two points 
with Mr. Svoboda: 

ao In the event that the Taiani Industr ial Project should be cleared in time 
for consideration under the raw Loan, then the Cassa would suggest that 
the necessary amount fOI' financing such Project ($1 ,440, 000) be made 
available by deducting it f r om the proposed allocation to irrigation under 
the new Loan; 

bo In the event thRt the Bank would consider it important to include the 
Calabria Project ($3 million) in consideration of a 6(Jf, financing on the 
expenditure still outstanding aft er Sei:*, ember 1 , 19.57 , then the Cassa 
would agree to have the necessary deduction made .from the amount proposed 
for i r rigation ur:der the new L:>an. 



- 2 -

Consequently, the Cassa woul d agree t hat t he allocation of $16,440,000 
to i r rigation proposed above , coul d be reduced in the following alternative 
ways: 

i. Under event ao , $15 ,000 ,000 
i io Under event bo t $13, 440,000 

iii . Under both event a . and b., $12, 000,000o 

It is understood that no change is invol ved in Loan 88 IT which , in 
accordance with the un:ierstanding reached with the Bank' s Mission , will 
remain reserved for the Agri Project. 

We hope that the clarifications herein given will enable the Bank to 
make an early decision on furxl al.locati ons un:ier the Loans , and permit the 
prompt signing of the l ette-rs.:;of commitment by the indust rial borrowers . 

With best regards. 

• 

Sincer ely yours , 

THE PRESIDENT 

Gabr iele Pescatore 

-
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FORM NO. 26 
( 1.50) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

INCO MING WIRE 

DATE OF WIRE: NOVEMBER 23, 1957 1735 ROUTING ··-=i 
TO: ARMSTRONG INTERNATIONAL BA.l-JK FOR RECONSTRUCTION ACTION COPY TO TECH. OPo 

FROM: 

TEXT: 

& DEVELOPMENT 

RONE 
INFORMATION COPY TO MR. REAMY 

VJ..R. PRU5 
Decoded By 
'-----------· -- -

12. PLEASE AIRMAIL 200, 000 LIRE TO OOVER MAILING AND ADDITIONAL MISSION 

EXPENDITURES 

SVOBODA 

ORIGINAL 
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INDIAIZZO TaL .• (IQ A .. ICO . C A SMaz - flOMA 

C A SSA PER OPERE STRAORDINARIE DI PUBBLICO INTERESSE 

NELL' ITALIA MERIDIONAL E 

1/40925 (C A SSA P ER IL MEZZOGIORNO) 

........... Posiz ..... ~.dl;>/m,g 2 2 NOV.1957 . 
Allegoti ........................... . . ROMA ............ ................................. .. 

Rispostc c ..... .................................................. .. 

del ............. ... ............................... N ..... ... ........... .. 

OGGETTO, .................................................. .. 

International Bank for 
Reconstruction and Development 
1818 H Street, N.W. 
Washington 25, D.C. 

Gentlemen: 

VIA ANl llN II, 1 4 

T &L. 84CL420 - 28 - 2 7 • 28 - 2 0 

Subject: Proposed Allocation of Funds under IBR8 Loans 

Following the meeting of this morning with Mr. Svoboda of 
the Bank, we are illustrating below the Cassa desire as to the al­
location of the proposed Loan funds and of the balances available 
under Loans 117 and 150 IT. 

A. New Loan 

1o Six industrial projects 
2. Two power projects 
3. Two Irrigation projects 

Bo Balances on Previous Loans 

- Availability under Loan 117 IT $2,400,000 
- Availability under Loan 150 IT $3,450,000 

Total available t 5,850,000 

Proposed allocation: 

1. ABCD Industrial Project (2nd loan) 
2. Addition to irrigation, ne• Loan 

$ 29,360,000 
I 29,200,000 
$ 16,440,000 

$ 75,000,000 

$ 4,480,000 
$ 1,370,000 

S 5,850,000 
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CASSA PER IL MEZZOGIORNO 

Foglio n . .......... 2 ................. ...... . 

In the same meeting, we have ialso discussed the following 
two points with Mr. Svoboda: 

a. In the event that the Taiani Induetr:Lal Project should be cleared 
in time for consideration under the J~ew Loan, then the Cassa 
would suggest that the necessary amo,imt for financing such Pro j­
ect ($1,440,000) be ma.de available by deducting it from the 
proposed allocation to irrigation under the new Loan; 

b. In the event that the Bank would coni:tider 1 t important to include 
the Calabria Project ($3 million, in consideration of a 6°" 
financing on the expenditure still 01~tstanding after September 1, 
1957), then the Cassa would agree to have the necessary deduction 
made from the amount proposed for irJrigation under the new Loano 

Consequently, the Cassa would agree that the allocation 
of 116,440~000 to irrigation proposed aloove, could be reduced in the 
following alternative ways: 

i. Under event a., 815,000,000; 
ii. Under event bo, $13,440,000; 

iii. Under both events a. and bo, 812,000,000. 

It is understood that no change is involved in Loan 88 IT 
which, in accordance with the understanding reached with the Bank's 
Mission, will remain reserved for the A,gri Projecto 

We hope that the clarificatio1as herein given will enable 
the Bank ~o make an early decision on fund allocations under the 
Loans, and permit the prompt signing of the letters of commitment 
by the industrial borrowers. 

With best regards. 

Sincerely yours, 

T~ 

' . Gabriele Pescatore 
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FORM NO. 26 
( 1. 50) 

INTERNATIONAL BANK FOR RECONSTRUCTION ANO DEVELOPMENT 

INC MING WIRE 

DATE OF WIRE: NOv:FMBER 22, 1957 ROUTING 

TO: ABMSTRONG, INTERNATIONAL 
& DEVELOPM 

FROM: ROtA 

TEXT: 

TEN CASSA RELUCTANT AGREE 

FOR RECONSTRUCT! DICTION COPY TO TECH. OPER. 

INFORMATION COPY TO 

Decoded By 

PROCED~ RE CLEARING LETTERS COtMIT1MENT. FEELS 

Y BORRCMERS OF INTENT TO SIOI LETTER WHEN REQUESTED 

BY BANI WILL FURTHER CCM TE ALREADY INVOLVED PRIXEDURES AND MIGHT CAUSE 

RESEN'IMEHT BORROWERS. RID ENIB THAT BANK FOR PRACTICAL AND PSYCHOLOGICAL REASONS 

SHOULD PERMIT PRCMPT SIOHI LETTERS ALL APPROVED PROJF.C'l'S. ROOS WILL REPORT ~ 
DETAILS ON ARRIVAL WASHING • AM LEAVING TOtORROW NOOlf FOR NAPLES TO ACCELERATE 

RETURN RCME SATURDAY 

SVOBODA 

MRS. SVOBODA BEING NOTIFIED 

DUPLICATE 
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FORM NO. 27 
(9. 56) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OUTGOING WIBB 

CLASS OF SERVICE: LT DATE: NOVEMBER 22, 1957 

TO: ~ SVOBODA 
.QR~ II0'ftlf, 6--R fl (VO TtE J.v 
ROME 

COUNTRY ( ITALY) 

EXT: 

Cable No. TIIBNTY FOUR 

AREA AGREES YOUR REQUEST TO HAVE COMPANIES SIGN IETTERS PROMPT~ STOP 

YOU MAY PROOEED THIS BASIS WITH J.'o!ONTECATINI CONE SINCAT TRINACRIA 

ThlMEDIATEU .AND LATER 1-IITH OTHERS AS EACH APPROVED STOP HOWEVER AREA 

REQUESTS THAT YOU TELL COMPANIES BANK RESERVES RIGHT TO REQUEST AMEND1-lli:1.fl'S 

IF FOR SOME REASON THIS BECOMES NECESSARY !ETTER FOLU.11~ STOP ARRANGE 

FOR COMPANIES TO SIGN PROMPTU AS POSSIBIE GIVING ORIGINAL TO CASSA FCR 

FORWARDING WASHINGTON STOP WOUID HOPE HAVE IETTERS HERE BY END SECOND 

CR Tli:m.D WEEK DECEMBER 

Signed: Armstrong 
(Type in last na~e of sender) 

AUTHORIZED BY: 

NAME: 

DEPT: 

authorized to approve cable,=--

ORI G INAL (File Copy) 

(IMPORTANT: See over for guide in preparing Outgoing Wire) 

For Use by Archives Division 

Checked for Dispatch 



GUIDE FOR PREP ARING OUTGOING WIRES 

1. Class of Service 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams are normally delivered the morning after day of despatch. The cost 
is half the cost of full rate messages with a minumum charge for 22 words including 
address and text. 

Full Rate 

IBF Govt. 

Code 

Day Letter 

Teletype 

2. Address 

Full rate messages are normally transmitted and delivered immediately. 
minimum charge for 5 words, including address and text. 

There is a 

This is a preferential rate extended to the Banlc. by some of its member countries. 
Messages are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
El Salvador 

• Ethiopia 
• France 

Greece 

Guatemala 
Honduras 
Jorda.n 

• Lebanon 
Nicaragua 
Pakistan 
Panama 

• Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• Io these countries the letter telegram rate is lower than IBF government rate and 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 

Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to Mexico and Canada. T here is a mintmum 
charge for 50 words in text. 

To be used only for messages to the New Yorlc. Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Ext. 3008). 

Use only last name of addressee and cable address whenever possible. The Bank cable address ·INTBAFRAD" 1s 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala Cicy, Bangkok, Karachi, Quito and Tegucigalpa. The 
lntemarional Finance 0:>iporation cable address •c:oRINTFlN" is registered in New Yorlc., Paris and Washington. 
The name of the country of destination must always be added. (No charge is made for the name of a country). 

3. Text 

Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Ext. 3008. 

Type text in capital letters and double space between lines. The text should be edited to eliminate 
unnecessary words and unnecessary punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. 

Use common abbreviations whenever possible, i.e. reourlet, reurfive, etc. Write as one word hyphenated 
words, hyphenated names, and certain two-word groups, e.g. Airmali, Newyork, enduse. 

4. Signature 

Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
le.now the address of the sender. 

5, Authorization 

Type in name and department of staff member authorizing message and have authorizing staff member 
sign the original (pink copy). A list of authorized signatures is lc.ept in the cable office. 

Forward messages in triplicate in a cable envelope to Room 211 for despatch. The cable service is open 
from 9:00 a.m. to 5:45 p.m. on working days. Special arrangements should be made for the despatch o f 
of cables outside of these hours. 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WIRES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 

LI 
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FORM No. 27 
(9. 56) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OUTGOING WIBB 

CLASS OF SERVICE: I1r DATE: NOVEMBER 22, 1957 

TO: ~o SVOBODA 
~ HOTEL ~l(f} NO•c;...J 
ROME 

COUNTRY ( rr.AIX) 

='.XT: 

Cable No. TWENTY THREE 

YOU !ill DISCUSS TRINACRIA DRAFT !ETTER WITE COMPANY OJI SSi S/Q:i.$ i9 QI Oll!1S 

STOP USE IlfllID DRAFT DATED NOVEMBER EIGHTEEN MCOIFYING PARAGRAPH SIX D FROM 

LINE THREE QUOTE IF SUCH PAYMENTS OR POLICY WILL RESULT IN OR ENVISAGE GOWN 

ONE THE RATIO OF CURRENT ASSETS TO CURRENT LIABILITIES BEING LESS COMMA AT 

ANYTlME COMMA THAN TWO TO ONE SEMICOWN OR TWO THE EXCESS OF CURRENT ASSETS 

OVER CURRENT LIABILITIES BEING LESS THAN COLON A LIT THREE HUNDRED MILLION 

ON COMPLETION OF CONSTRUJTION OF THE PROJEDT SEMICOLON B LIT FIVE HUNDRED 

MILLION AT THE END OF THE FIRST OPERATING YEAR SEMICOWN AND C LIT SJX HUNDRED 

MILLION AT ANYTIME AFTER THE END OF THE SEXJOND OPERATING YEAR PERIOD UNQUOTE 

Signed: ARM3TRONG 
(Type in last name of sender) 

AUTHORIZED BY: 

NAME: 

DEPT: 

W. J . Armstrong 
T.o.n. 

ORIGINAL (File Copy) 

(IMPORTANT: See over for guide in preparing Outgoing Wire) 

For Use by Archives Division 

Ch~ ked for Dispatch 
/~(,(_,, 



GUIDE FOR PREP ARING OUTGOING WIRES 

1. Class of Service 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telesrams are normally delivered the momins after day of despatch. The cost 
is half the cost of full rate messases with a minumum charse for 22 words includins 
address and tezt. 

Full Rate 

IBF Govt. 

Code 

Day Letter 

Teletype 

2. Address 

Full rate messases are normally transmitted and delivered immediately. There is a 
minimum charse for 5 words, includins address and tezt. 

This is a preferential rate eztended to the Bank by some of its member countries. 
Messases are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
El Salvador 

• Ethiopia 
• France 

Greece 

Guatemala 
Honduras 
Jordan 

• Lebanon 
Nicarasua 
Pakistan 
Panama 

• Peru 
• Syria 

Urusuay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than I BF government rate and 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. Thi s rate 
should be used only for confidential messases to staff members having a code with 
them. 

Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to Mezico and Canada. There i s a mi01mum 
charge for 50 words in teict. 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Ezt. 3008). 

Use only last name of addressee and cable address whenever possible. The Bank cable address ·INTBAFRAD" 1s 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala City, Bangkok, Karachi, Quito and Tegucigalpa. The 
lotemational Finance Coiporation cable address •mRINTFIN" is registered in New York, Paris and Washington. 
The name of the country of destination must always be added. (No charge is made for the name of a country). 

3. Tezt 

Messages to Bank Missions and to Resident Represent.atives should be numbered. These numbers may 
be obtained by calling Ezt. 3008. 

Type tezt in capital letters and double space between lines. The teict should be edited to eliminate 
unnecessary words and unnecessary punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. 

Use common abbreviations whenever possible, i.e. reourlet, reurfive, etc. Write as one word hyphenated 
words, hyphenated names, and certain two-word groups, e.s. Auma11, Newyork, enduse. 

4. Signature 

Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
know the address of the sender. 

5. Authorization 

Type in name and department of staff member authorizing message and have auth-0rizing staff member 
sign the orisinal (pink copy). A list of authorized signatures is kept in the cable office. 

Forward messases in triplicate in a cable envelope JSI. ..Room 211 for despatch. The cable service is open 
from 9:00 a.m. to 5:45 p.m. on working days. Sp~c1al arrangements should be made for the despatch of 
of cables outside of these hours. 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WffiES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 
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FORM NO. 27 
(9- 56) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OUTGOIJIG 
M~I 

WIBB 

CLASS OF SERVICE: LT DATE: NOVEMBER 22, 1957 

COUNTRY ( ITAU') 

EXT: 

Cable No. TWENTY '.NO 

YOU HAY DLSCIBS DRAFT !ETTER WITH SINCAT USING SECOND DRAFT DATED NOVEMBER 

TWELVE WITH CHANGES AGREED BETWEEN YOU AND SCOT!' PUB FOLLOWilm PARAGRAPH 

ONE 9!l!il> RETAIN SINCAT IN BRACKETS BEFORE QUOTE THE COi.•lPANY UNQUOTE IN BRACKETS 

STOP MIDDLE PARAGRAPH TWO DEIETE QUOTE THREE HUNDRED THOUSAND TONS IN TOTAL 

UNQUOTE STOP PARAGRAPH SEVEN CHANGE SHOUID TO SHALL IN EACH OOCtlR.RENCE 

Signed: ARMSTRONG 
(Type In last name of sender) 

AUTHORIZED BY: 

NAME: 

DEPT: 

w. J . Armstrong 
T .o.n. 

ORIGINAL (File Copy) 

(IMPORT ANT: See over for guide in preparing Outgoing Wire) 

For Use bv Archives Division 

Checked for Dispatch 

.&!< 



1 

GUIDE FOR PREPARING OUTGOING WIRES 

1. Class of Service 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams are normally delivered the morning after day of despstch. The cost 
is half the cost of full rate messages with a minumum charge for 22words including 
address and text, 

Full Rate 

IBF Govt. 

Code 

Day Letter 

Teletype 

2. Address 

Full rate messages are normally transmitted and delivered immediately. 
minimum charge for 5 words, including address snd text, 

There is a 

This is a preferential rate extended to the Bank by some of its member countries. 
Messages are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
El Salvador 

• Ethiopia 
• France 

Greece 

Guatemala 
Honduras 
Jordan 

• Lebanon 
Nicaragua 
Pakistan 
Panama 

• Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than IBF government rate and 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages ro staff members having a code with 
them. 

Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to Mexico and Canada. There is ami'n1mum 
charge for 50 words in text. 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, -call Cable Post (Ext. 3008). 

Use only last name of addressee and cable address whenever possible. Tht: Bank cable address ·INTBAFRAD" 1s 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala City, Bangkok, Karachi, Quito and Tegucigalpa. The 
lntemational Finance Cmporatioo cable address •coRINTFIN" is registered in New York, Paris and Washington. 
The name of the country of destinatioo must always be added. (No charge is made for the name of a COUDtry). 

3. Text 

Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Ext. 3008. 

Type text in capital letters and double space between lines. The text should be edited to eliminate 
unnecessary words and unnecessary punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop,n etc. 

Use common abbreviations whenever possible, i.e. reourlet, reurfive, etc. Write as one word hyphenated 
words, hyphenated names, and certain two-word groups, e.g. Aama11, Newyork, enduse. 

4. Signature 

Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
know the address of the sender. 

5. Authorization 

Type in name and department of staff member authorizing message and have authorizing staff member 
sign the original (pink copy). A list of authorized signatures is kept in the cable office. 

Forward messages in triplicate in a cable envelope to 1toom111 for despatch. The cable service is open 
from 9:00 a.m. to 5:45 p.m. on working days. Special arrangements should be made for the despatch of 
of cables outside of these hours. 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WffiES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 

pj f,i '.:l (;(, /' .... J 
lSGI Wei 0() S GG l\UN 

,,~, :- :-..~' J':'' (1 ~ 



Mr. Sidney P. Wheelock 

w. J • .Armstr ong 

Italy - New Loon 

llovomber 22, 1957 

Svoboda called todq 'l.n::i gave me the !ollo\ling inforI:1ation. 

The Caena does not wish to use ono of the now projocta as a aubetitute 
for the SIL project vithdravn. Mr. Pescatore has said that he vould 11lco the new 
loan to be alloc11ted os f'ollow i 

6 Industrial Projects 
2 Po~-cr Projects 
2 Irrigation Frojects 

Total 

9 million 

29.36 
29. 20 
16,44 

75 . 00 

The balance of 5. 85 tlillion avn.:.., ble from L:>o.ns ll? a:od 150Il wo\..lld l o covered, 
4.48 tlillion for ABCD and 1.37 mtllion for Irrigation. 

If the Taj&ni project should be approved by the Cuaaa, the an-Dunt t1.44 
million vould be taken !rom tho Irr-aation . 

Alloca~ion or the ney loon 

AlthoU£h the Cnssa ia not keon on including tho Calabr ia power plant, 
if the Bank YOuld insist on t his project, the an:ount of ~3.0 m.1.llicn should also 
be subtrocted from the new Irrigat ion allocation. Thus f our poesibilitioa exist 
for the I rrfgation allocation: 

1 . As above 
2 . Tajani only 
3. Calabria o~ 
4. Both Taj an 1 am Cala br io 

a million 

$16.44 
15.00 
13.44 
12.00 

Svoboda said Pescator e would appreciat e your concurrence in this . 

Svoboda also eaid that (.}.) the vithdraval of tho SIL roqucst wu.ld not 
arrect our e arllcr loan to the Company ; and (2) the Cassa wishes the Dank to permit 
tho oonpanies to eign the letters as soon as the projects are approved . 

o .o .--1:.cssrs . Ba toson and Street , lcz ~e. V\I\< , t2.\p ""~"', C \o.rt</ i co 1-, J.. e. (\J b~ 
~e,i~, f"\l\r\( , ().1"'0e\'\.V~~ 

'J.Armstrong apgn 



L"VTERNATIONAL BAl\TJr F OR 

RECONS TRUCTION AND D EVELOPMEN1.' 
1818 H STREET, N. W. 

WASilINOTON 25, D. C. C ABL E AODRESS•INTBAF"RAD 

Rome , November 22, 1957 

Mr. Walter J . Armstrong 
Assistant Chief , Industry Division 
Department of Technical Operations 
International Bank for Reconstruction 

and Development 
Washington , D.C. 

Dear Walt: Re: SIL & Letters of CoJJIDitment 
- p 

1) As I have already cabled you (cable No. 8) the SIL application for an 
additional Bank loan has been withdrawn. Cassa informs me that the Company 
in financing the project , for .fiscal reasons has decided to make extensive 
use of its credit facilities with the Fucino bank. Since under the proposed 
second loan the IBRD has pit up a limitation on such borrowings , the Company 
has decided to withdrmr its loan ·request rather than change its financing 
plan. I have streased to Dr . Besuso the importance of a careful follow up 
on the financing of this project , in the light of the financial comnitments 
(debt/equit y provisions) undertaken by the Company under the .first Bank loan. 
Besuso assured me that this will be done , but fel t that in vie,r of the 
financial strength of the group , there was no reason for concern over the 
financing of this project. 

~ ·'l?-. ~ 
2) Cone ilig the Letters of Connnitment , I have cable you yesterday (Cable 
No. 10 hat the Cassa is reluctant to agree to the n8" procedures of having 
the borroirer make a written statement of intention that he will s i gh the 
Letter when requested by the Bank. Besuso believes that this will further 
lengthen the procedures and will have a very bad psychological effect on the 
borrowers . He feels the companies , a~er the strict examination of their 
project , are now anxiously waiting for final word f r om the Bank and would 
resent any further delays in the already- established procedure of signing 
the letters , once the projects have been approved. I explained to Besuso 
that some .flexibility in these procedures was necessary to conform with the 
various actions still to be taken under the new loan which in their timing 
in some respects differ from the previous Bank loans. In particular , I 
stressed that a final decision was still to be made regarding the distribution 
of l oan funds among the sectors and the allocations to the industrial projects 
from the nevr loan and from the balances on the previous l oans . Besuso was not 
entirely convinced of this reasoning and strongl y recommended that once the 
projects have l:>een approved we should not delay final clearing and signing 
of the Letters . Mlrray Ross whom I have asked to sit in on the meeting , 
meamrhile will have reported to the Bank, and , I presume that shortly I wil l 
received further guidance in this matter o Until such time I am holding further 
action on the Letters . 

With· best wishes . 

Ladislav Svoboda 
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Mr . Armstrong - 2 -

y 
P. S. I have just received your cable No. 21. The withdrawal of the SIL 

application for a second loan does not affect the first Bank loan. 
The total of unutilized funru}J. under loan 117 IT and 1.50 IT has nOW' 
increased to Lit. 8.56 mill ioil'/~;r will talk to Cassa and cable you 
today conceniing cassals wishes in regard to a possible utilization 
of this suplus for financing one of the new projects. 

L.S. 



FORM NO. 26 
( 1.50) 

INTERNATIONAL BANK FOR RECONSTRUCTION ANO bEVELOPMENT 

INCOMING WIRB 

DATE OF WIRE: NOVEMBER 22, 1957 ROUTING 

TO: ARMSTRONG, I NTERNATIONAL BANK FOR RECONSTRUCTI(~KCTION COPY TO TECH. OPER. 
& DEVELOFMENT 

FROM: RCMA INFORMATION COPY TO 

Decoded By 

TEXT: 

TEN CASSA RELUCTANT AGREE NEW PROCEDURES RE CLEARING LETTERS COOUT'lMENT. FEELS 

PROPOSED WRITTEN STATEMENTS BY BORROWERS OF INTENT TO SI GN LETTER WHEN REQUE.STED 

BY BANK WILL FURTHER CCMPI.J:CATE ALREADY INVOLVED PROCEDURES AND MIGHT CAUSE 

RESEN'IMENT BORRCMl!lIB. REC001ENre THAT BANK FOR PRACTICAL AND PSYCHOLOGICAL REASONS 

SHOULD PERMIT PRCliPT SIGNING LETTERS ALL APPROVED PROJECTS . ROSS WILL REPORT ~HER 
• 

DETAILS ON ARRI VAL WASHINGTON. AM LEAVING TCMORROW NOON FOR NAPLE.5 TO ACCELERATE 

REVISION CMI PROJECT C01MA WILL RETURN RCME SATURDAY 

SVOBODA 

MRS . SVOBODA BEING NOTI FIED. 

ORIGINAL 



----.. 



No , 1§ 

Mr. L. M. 5-Yoboda 
Grund Hotel 
Ro.met Ita]J 

Dear Ladya: 

November 22, 1957 

Further to our telepl.ona \!onvereation of toda, , I f'i.M that the drart 
report on Tajanl did not include a draft Let ter of Agreement. Sinco t imo is 
running short and there is little likelib,'Jod that tho project will be approved 
before you leave, I would ouggeut the~Me~ pt"OCo;l:ur e . Clear up all the 
points mentioned in our cable Uo . 14 ard arr o with tbe Casaa that as aoon 
as posaiclo aft er you have returned to Waohington, &n approved drtift letter 
1..'ill bo sent to them for use viien and if they approvo the 1,roject for inclusion 
in tho loan. 

I think the same pl"Ocedure should be tolloved even in the event that 
all of tbe d :.ff erences surrounding tho proj cct are cleared bef ore you come home 
because w 3Lould 1ike to have a chance to ~o over all or the f to~res and d.111-
ouss with you tlo proposed financinl arrangements before having any letter siened. 

With bost rcgurde, 

c .c .--~.ossrs . Bateson, \!4leelook and Street 

WJArmatrong1pgn 
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INTERNATIONAL BANK FOR RECONSTRUCTION ANO DEVELOPMENT 

INCOMING WIBB 

DATE OF WIRE: NOVEMBER 21, 1957 170~ ROUTING 

TO: 

FROM: 

'(EXT: 

ARMSTRONG IN'JERNATIONAL BANK FOR 
RECONSTRUCTION & DEVELOPMENT 

:ROME 

8 

ACTION COPY TO 

INFORMATION COPY TO 

Decoded By 

TECH.OP. 

SIL LOAN REQUEST WITHDRAWN BECAUSE BANK CONDITION OF LIMITATION ON 

FUCINO BANK LOANS UNACCE~LE 

SVOBODA 

DUPLICATE 
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TELEPHONE EXECUT IVE 3·6360 

No. 19 

~ERNATIO NAL BANK F OR 

RECONSTRUCTION AND DEVELOPMENT 
1818 H STREET, N. W. 

WASHINGTON 2 5 , D. C. 

Grand Hotel 

CABLE AOORESS·INTBAF'RAO 

Rome, November 21, 1957 

Mr. Walter Armstrong 
Asistant Chief, Industry Division 
Department of Technical Operations 
International Bank for Reconstruction 

and Development 
Washington , D.C. 

Dear Walt : 
ReJ MARZOTTO 

l!hclosed is second draft of report on Marzotto and draft letter of 
agreement as reviewed by Hugh Scott. 

I ha~ revised the report in the light of the comments in your Letter 
No. 16, and have tried to fi:nn up our infonnation on those points which 
have caused particular concern in Washington. In this respect I would like 
to refer to three major questions asked in your letter, i.e. the market, 
lla.rzotto past performance, and the financial forecast. 

Concerning the market, we have had recently some encouraging news as 
to future trends. The research chief of the Bank of Italy, who takes a 
keen interest in development concerning the rea.dy,-made clothing industry, 
in discussions with Mlrra.y Ross bas expressed the opinion that there are 
definite indications of an expansion of this industry's market. In parti­
cular he stressed the tendmcy to buy ready,-made clothes, among younger 
people, who outweigh the more conservative older generation. I think your 
proposed paragraph on the market expresses very well the situation. I have 
incorporated it in the report and have added a sentence on Italy's favorable 
ax:port prospects, as agreed with 1.fu.rra.y. 

As regards the operation of Marzotto•s present read:y""made clothes plant at 
' Valdagno, I have made further ax:tensive investigations into its past perfonn­
ance. From examination and discussion of the figures submitted so far it 
appears that after three years of losses (in amounts yet to be determined), 
in 1957 they are at least breaking even, if not making a profit on the ope­
ration. It should be noted that this year's results may have been even 
somE!lfbat better , were it not for the training program for the Salemo 
project now being carried out in the Valdagno factory, which naturally bas 
some adverse effects on the ef flciency of its operation. 

As you will appreciate, under the circumstances it would be difficult ( if 
at all possible) to determine exactly the results of the Valdagno plant, which 
operates as an integrated part of Ma.rzotto•s other tax:tile factories. · 1o the 



Mr. Armstrong - 2 -

extent possible I have carefully examined each item of its costs amalysis in 
comparison with that for the new project. While certain additional information 
has yet to be received to complete this work, I think at this point it is safe 
to make a general statement as suggested in my redraft of second s,entende of 
your section on the Management. We could be more specific in the final report,, 
if the figures yet to be submitted so permit. No doubt the management question 
is a matter which requires careful consideration, although little more can be 
E!Kpected from :further investigations here short of a consultant's in.sit to the 
company. 

Finally, concerning the financial forecasts , in accordance with your suggestions 
I have agreed with the company and the institutes on a more conserirative earnings 
forecast by reducing estimated output in the first year of operatic:m and increasing 
somewhat operating costs in the second and third year. Start up eJicpenses are 
included in project cost •• I have noted your concern over the fact that depre­
ciation of pl.ant woul d be at a faster rate than loan repayment. Wltrl.le I fully 
appreciate your position in this matter I can understand cassa's airgument, that 
while being conservative in respect to depreciation we should exerc~ise also 
some caution in regard to loan repayments. In trying to work out a reasonable 
solution I found Besuso rather firm in regard to the proposed cut :in the amort­
ization period. He insisted that, in accordance with Italian pr act:Lce, loans 
to indastry, with a few exceptions (chemicals) , are not made for r ,epa.yment 
periods shorter than 10 years. He also felt that this point should not be of 
too much consequence to the Bank and that the Cassa would prefer ti, have the 
money left in productive use with the borrower rather than retire :Lt at an 
earlier date. Eventually we agreed on a short.ening of the grace pi:,riod by one 
year, but left the amortization period unchanged as 10 yearso I hope that this 
will find your approval. 

As regards the additional Lit.200 million to be spent after coJDJ,letion of 
construction, they represent mostl y payments under performance guairantee. 
However in order to avoid any complications in the l etter of agreeuent , I inserted 
into the forecasts a supplementary pro forma balance sheet as of the date of 
completion of the project. I have accordingly revised all figures in the letter 
with minor adjustments in its text. I have included a 2:1 current ratio as 
suggested. 

I hope that the revised report will have sufficiently strengthexied the 
presentation of this project to enable a final opinion on the ma.in issues 
involved. 

Encls. Ladislav Svoboda 
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FORM No, 26 
( 1.50) 

INTERNATIONAL BANK FOR RECONSTRUCTION ANO DEVELOPMENT 

INCOMING WIRE 

DA TE OF WIRE: NOVEMBER 21, 1957 JD40 ROUTING 

10: ARMSTRONG INTERNATIONAL BANK FOR 
RECONSTRUCTION & DEVELOPMENT 

FROM: RCJ,m 

TEXT: 

1 I 

t----------- --------

ACTION COPY 10 

INFORMATION COPY TO 

Decoded By 

TECH. OP. 

YOOR 19 SINCAT DEBT SERVICE FIGURES FOR 1958 AND 59 ARE CORRECT 

INTEREST SHOULD BE '!VO ZERO SEyEN AND ONE NINE SIX RESPECTIVELY. 

NO CHANGES IN DRAFT LETTER • SORRY FOR MISTAKE 

SVOBODA 

OR IGIN AL 



-----



FORM NO. 27 
(9. 56) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OUTGOING WIBB 

CLASS OF SERVICE: LT DATE: NOVEMBER 21, 1957 

TO: -f.l!Aif. SVOBCDA 
~ l~rV!),,21-, 
ROME 

COUNTRY ( ITALY) 

'EXT: 

Cable No. TWENTY ONE 

HAVE DISCl.BSED DRAFT LETTERS WITH SCOTT STOP USE HIS VERSION 

FCR CONE AND MONTEXJATINI POTASH PROJB;TS STOP WILL GIVE FURTHER 

IlJSTRIDTIONS ON OTHERS AS APPROVAL COMES THROUGH STOP YOUR EIGHT 

ASSUME S IL WILL PRCXJEEl> WITH PROJB;T AND PRESENT ACTION WILL NOT 

AFFEXJT PREVIOIB LOAN STOP WILL CASSA WANT TO PUT ONE OF NEW PROJOOTS 

m ITS PLACE 

Signed: Armstron& 
(Type in last na~e of sender) 

AUTHORIZED BY: 

NAME: W. J . Armstr ong For Use by Archives Division 

DEPT: T. o.o . Checked for Dispatch 

SIGNATURE: ----,~,-..x.,.-,..1--...,,.......,.---,-,,--,-.,--,.-----,-,-__,.-,--,-.---
au tho r i zed to approve cable,:- l-_ _ _______ __ __, 

ORI G I N AL (File Copy) 

(IMPORT ANT: See over for guide in preparing Outgoing Wire) 



GUIDE FOR PREPARING OUTGOING WIRES 

1. Class of Service 

Type in class of service desired. Each class is described as follows: -..... -
Letter Telegram Letter telegrams are normally delivered the morning after day of despatch. The cost 

is half the cost of full rate messages with a minumum charge for 22 words including 
address and text. 

Full Rate 

IBF Govt. 

Code 

Day Letter 

Teletype 

2. Address 

Full rate messages are normally transmitted and delivered immediately. There is a 
minimum charge for 5 words, including address sod text. 

This is a preferential rate extended to the Bank by some of its member countries. 
Messages are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
El Salvador 

• Ethiopia 
• France 

Greece 

Guatemala 
Honduras 
Jordan 

• Lebanon 
Nicaragua 
Pakistan 
Panama 

• Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than IBF government rate and 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 

Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to Mexico and Canada. There is a minimum 
charge for 50 words in text. 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Ext. 3008). 

Use only last name of addressee and cable address whenever possible. ThE: Bank cable address •INTBAFRAD" 1s 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala City, Bangkok, Karachi, Quito and Tegucigalpa. The 
Intemational Finance Corporation cable address •mRINTFlN" is registered in New York, Paris and Washington. 
The name of the country of destination must always be added. (No charge is made for the name of a country). 

3. Text 

Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Ext. 3008. 

Type text in capital letters and double space between lines. The text should be edited to eliminate 
unnecessary words and unnecessa.ry punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. 

Use common abbreviations whenever possible, i.e. reoudet, reurfive, etc. Write as one word hyphenated 
words, hyphenated names, and certain two-word groups, e.g. Auma1l, Newyork, enduse. 

4. Signature 

Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
know the address of the sender. 

5. Authorization 

Type in name and department of staff member authorizing message and have authorizing staff member 
sign the original (pink copy). A list of authorized signatures is kept in the cable office. 

Forward messages in triplicate in a cable envelope to Room 211 for despatch. The cable service is open 
from 9:00 a.m. to 5:~.m._ on worki_ng days. Sl!ecial !!UllrulemeD.ts ~sh.ould. be made4_ot.the..de.~atch ~f 
ofca@es outstde of"ihese liours. - - - ~ - - ~- - - · ~-- ~ 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WIRES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 

l-!d ~ I G /\1..1 ·1 



FORM NO. 26 
( 1 . 50) 

~ c---:' -· --., ~~-~ -; '"'P' 
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT '}& 

INCOMING WIRE 

DATE OF WIRE: NOVEMBER 21, 1957 ROUTING 

TO: ARMSTRONG, INTERNATIO?JAL BANK FOR RECONSTRUCTIO]fACTION COPY TO TECH. OPER. 
& DEVELOR-iENT 

FROM: RCNA INFORMATION COPY TO 

Decode d By 

TEXT: V 
NINE YOUR 'IWENTY IN ABSENCE ORI GINAL DOCUMEN'IS N~l IN WASHINGTON PRCMPT TRACING 

FIGURES SI NCAT SCMFMHAT DIFFICULT. WORKING PAPER INDICATES INTERSST FOR NINE­

TEEN FIFTY EIGHT AND FIFTY NI NE IN EARNINGS STATEMENT SHOULD BE SUPPLEMENTED BY 

FIVE ZERO EACH FOR FINANCIAL CHARGES CAPITALIZED TO MAKE UP TOTAL INTEREST AND 

FINANCIAL CHARGES SHOWN IN CASH FLOW. WILL CHECK WITH CASSA TCMORRCM AND CABLE 

IF EXPLANATI ON OTHERWISE 

ORIGINAL 



-----.. -. 



FORM No. 27 
(9- 56) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OUTGOING WIBB 

CLASS OF SERVICE: FULL RATE DATE: NOVEMBER 21, 1957 

TO: L. M. SVOBODA , \ 
GRAND HOTEL I G /'-A- N i) If:. )..--) 
Rem: 

COUNTRY ( ITALY) 

"EXT: 

Cable No. TWENTY 

y v 
YOUR SEVEN PLEASE REFER TO OUR NINETEEN AGAIN AS UNEXPLAINED DIFFERENCE 

lB BETWEEN QUOTE CAPI TAUZED INT'~T UNQUOTE IN EARNINGS STATEMENT AND 

QUOTE INTER&ST AND FINANCIAL CHARGES UNQUOTE NOT REPEAT NOT DEBT SERVICE 

AUTHORIZED BY: 

NAME: B. Chadenet 
DEPT: T. O.D . 

Signed: ARMSTRONG 
(Type in last na~e of senderY-

For Use by Archives Division 

Checked for Dispatch 

SIGNATURE: -~l.!::::e:-......>.,.~~=....=~=:::::;;_;,_~--- -~ 

ORIGINAL (File Copy) 

(IMPORT ANT: See over for guide in preparing Outgoing Wire) 



GUIDE FOR PREPARING OUTGOING WIRES 

1. Class of Service 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams are normally delivered the moming after day of despatch. The cost 
is half the cost of full rate messages with a minumum charge for 22 words including 
address and tezt. 

Full Rate 

IBF Govr. 

Code 

Day Letter 

Teletype 

Full rate messages are nonnally transmitted and delivered immediately. There is a 
minimum charge for 5 words, including address sod teJCt. 

This is a preferential rate eztended to the Bank by some of its member countries. 
Messages are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
El Salvador 

• Ethiopia 
• France 

Greece 

Guatemala 
Honduras 
Jordan 

• Lebanon 
Nicaragua 
Pakistan 
Panama 

•Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• lo these countries the letter telegram rate is lower than IBF government rate and 
should be used for messages wheo immediate uansmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 

Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to 1Mezico and Canada. There is a min1mum 
charge for 50 words in ten. 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Eu. 3008). 

2. Address 

Use only last name of addressee and cable address ,dienever possible. lb~ Bank cable address ·INTBAFRAD" 1s 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatmiala City, Bangkok, Karachi, Quito and Tegucigalpa. The 
lntemational Finance Cotporation cable address •coRINTFIN" is registered in New York, Paris and Washington. 
The name of the country of destination must always be added. (No charge is made for the name of a country). 

3. Tezt 

Messages to Banlc Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Eu. 3008. 

Type tezt in capital letters and double space bet'"'9een lines. The teu should be edited to eliminate 
unnecessary words and unnecessary punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. 
Use common abbreviations whenever possible, i.e. reourlet, reurfive, etc. Write as one word hyphenated 
words, hyphenated names, and certain two-word groups, e.g. A1rma1J, Newyork, enduse. 

4. Signature 

Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
know the address of the sender. 

5. Authorization 

Type in name and department of staff member authorizing message and have authorizing staff member 
sign the original (pink copy). A list of authorized signatures is kept in the cable office. 

Forward messages in uiplicate in a cable enve~ ro'ito;.i;' 2ii for despatch. The cable service is open 
from 9:00 a.m. to 5:45 p.m. on working days. ~pecial arrangements should be made for the despatch of 
of cables outside of these hours. 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WIRES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 

LSn\ UV so \\ \ G /\UN 
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FORM No. 27 
(9. 56) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OUTGOING WIBB 

CLASS OF SERVICE: LT DATE: NOVEMBER 20, 1957 

TO: L. M. SVOBCDA 
.GRkNB HO!Ef; <rf<.1t N lJT f; '­
ROME 

COUNTRY ( ITAll) 

• .cXT: 

Cable No. NINETEEN 

IN LATEST SINCAT FOR.roAS'.lS FCR NINITEEN FIFTY EIGHT AND FIFTY NINE 

CAPITALIZED INTEREST IS SHOWN AS TWO NINE ZERO AND FOUR ONE ZERO 

WHILE INTEREST AND FINANCIAL CHARGES THREE FOUR ZERO AND FOUR SIX 

ZERO RESPEX;TIVEIX STOP REPIX SOONEST REASON FOR DIFFERENCE AID GIVING 

CHANGES IN PRO FORMA OF !ETTER IF ANY NIDESSABY 

Signed: AR?'.iSTRONG 
(Type In last na~e of sender) 

AUTHORIZED BY: 

NAME: 

DEPT: 

W. J . Armstrong 
T.O.D . 

ORI G I N AL (File Copy) 

(IMPORTANT: See over for guide in preparing Outgoing Wire) 

For Use bv Archives Division 



GUIDE FOR PREPARING OUTGOING WIRES 

1. Class of Service 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams are normally delivered the morning after day of despstch. The cost 
is half the cost of full rate messages with a minumum charge for 22 words including 
address and text. 

Full Rate 

IBF Govt. 

Code 

Day Letter 

Telecype 

2. Address 

Full rate messages are normally transmitted and delivered immediately. There is a 
minimum charge for 5 words, including address end text. 

This is a preferential rate extended to the Bank by some of its member countries. 
Messages are sent at full rare speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia Cuba Guatemala 
Bra.:il Dominican Republic Honduras 
Burma Ecuador Jordan 
Chile El Salvador • Lebanon 

• China • Ethiopia Nicaragua 
Colombia • France Pakistan 
Costa Rica Greece Panama 

•Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than IBF government rate and 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rare 
should be used only for confidential messages to staff members having a code with 
them. -

Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to Mexico and Canada. There is a minimum 
charge for 50 words in text. 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Ext. 3008). 

Use only last name of addressee and cable address whenever possible. Tbf: Bank cable address ·INTBAFRAD" 1s 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala Ciry, Bangkok, Karachi, Quito and Tegucigalpa. The 
International Finance O>rporation cable address •c:oRINTFIN· is registered in New York, Paris and Washington. 
The name of the country of destination must always be added. (No charge is made for the name of a country). 

3. Text 

Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Ext. 3008. 

Type text in capital letters and double space between lines. The text should be edited to eliminate 
unnecessary words and unnecessary punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. 

Use common abbreviations whenever possible, i.e. reourlet, reurfive, etc. Write as one word hyphenated 
words, hyphenated names, and certain two-word groups, e.g. Aumall, Newyork, enduse. 

4. Signature 

Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
know the address of the sender. 

5. Authorization 

Type in name and department of staff member authorizing message and have authorizing staff member 
sign the original (pink copy). A list of authorized signatures is kept in the cable office. 

Forward messages in triplicate in a c~e. envelope to Room 211 for despatch. The cable service is open 
from 9:00 a.m. to 5:45 p.m. on worldlig days. Special arrangements should be made for the despatch of 
of cables outside of these hours. 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WffiES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 

Lg~\ \k\ \{\ S 
\1G NJ\1 
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FORM NO. 26 
( 1. 50) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

~ E • OF wr~E~: :5~ M 

1

2: C W I R B ROUTI NG 

TO: ARMSTRONG I1\JTERNATIONAL BANK FOR RECONSTRUCTION ACTION COPY TO MR PRINS 

FROM: 

TEXT : 

& DEVELOPMENT 

ROME 
INFORMATION COPY TO MR REAMY 

TECH. OP. 
Decode d By 

6. RECEIVED YOUR COMMENTS CMI . i\RRA...~GED MEETING MARZOTTO CMI LATTER PART 

THIS WEEK AND EXPECT AIRMAIL REPORTS BOTH PROJECTS BY SATURDAY 31. IF 

APPROVAL THESE PROJECTS AND CLEARANCE ALL LETTERS AGREEMENT POSSIBLE 

BEFORE END NEXT WEEK WOULD LEAVE SATURDAY NOVEMBER 30 FOR NEW YORK. 

PLEASE SEND 400, 000 LIRE FOR ADDITIONAL EXPENSE'S J,)ISSION AND MI~ 

SVOBODA 

Mrs . Svoboda Notifi ed 

DUPLICATE 



,-T 
,.. 
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FORM No. 27 
(9. 56) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OUTGOING 
htt( 

WIBB 

CLASS OF SERVICE: LT DATE: NOVEMBER 19, 1957 

TO: L. M. SVOBOOA / '\ 
GRAND HOTEL L6-~A-,Jcr£..L ) 
ROME 

COUNTRY ( ITALY) 

~.cXT: 

Cable No. EIGHTEEN 

YOU MAY DISCUSS DRAFT IETTERS FOR CONE AND },()N'J.'roATINI POTASH WITH COMPANIES 

STOP FOR PRESENT ASK TEEM TO GIVE YOU ~ITTEN ASSURANCE TEEY WILL SIGN LETTERS 

WHEN REQUESTED AISO ASK THEM TO TAKE NOW WHATEVER ACTION NEXJESSARY SIDH AS 

BOARD MEETING TO A.LJ..CM THEM TO SIGN PROMPTLY ON REQUEST STOP HAVE REX::EIVED 

IE'l"l'mS FIF~ SIXTEEN~ SEVENTEEN i/ 

\ 

Signed: Armstrong 
{Type in last na~e of sender,-

AUTHORIZED BY: 

NAME: For Use bv Archives Division 

DEPT: T.O.D. Checked for Dispatch 

SIGNATURE: ~~-~~4-- - -,----,--~-.....,..-----:-7"" 
individual authorized to approve cable,.--

'---------------' 

ORIGINAL (File Copy) 

(IMPORTANT: See over for guide in preparing Outgoing Wire) 



u 

GUIDE FOR PREP ARING OUTGOING WIRES 

1. Class of Service 

'I,, ..... -' ' · 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams are normally delivered the morning after day of despotch. The cost 
is half the cost of full rate messages with a minumum charge for 22 words including 
address and text. 

Full Rate 

IBF Govt. 

Code 

Day Letter 

Teletype 

Full rate messages are normally transmitted and delivered immediately. There is a 
minimum charge for 5 words, including address and text. 

This is a preferential rate extended to the Bank by some of its member countries. 
Messages are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
El Salvador 

• Ethiopia 
• France 

Greece 

Guatemala 
Honduras 
Jordan 

• Lebanon 
Nicaragua 
Pakistan 
Panama 

• Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than IBF government rate and 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 

Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to Mexico and Canada. There is a minimum 
charge for 50 words in text. 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Ext. 3008). 

2. Address 

Use only last name of addressee and cable address whenever possible. The Bank cable address •JNTBAFR.AD" is 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala City, Bangkok, Kacachi, Quito and Tegucigalpa. The 
lntemational Finance Corporation cable address •coRINTFIN" is registered in New York, Paris and Washington. 
The name of the country of destination must always be added. (No charge is made for the name of a country). 

3. Text 

Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Ext. 3008. 

Type text in capital letters and double space between lines. The text should be edited to eliminate 
unnecessary words and unnecessary punctuation. If punctuation is needed, spell out the words "Comma,• 

Use common abbr viations whenever possible, i.e. reourlet, reurfive, etc. Write as one word hyphenated 
words, hyphenated ames, and certain two-word groups, e.g. Airmail, Newyork, enduse. 

"Stop," etc. ~ -..: 

t -4. ,Signature 

- Type in last name ~sender. Use INTBAFRAD as part of the signature only when addressee does not 
~ now the address of e sender. 

5 ~ th .. . ~ u onzauon 

~ ype in name and department of staff member authorizing message and have authorizing staff member 
• the original (pink copy~. A list of authorized signatures is kept in the cable office. 

Forward messages in triplicate ~ able envelope to Room 211 for despatch. The cable service is open 
from~ CMJO a.m .. _ tQ_~ !k~,:-;.9!!- ;~~~-:.:!:• - S~-ec!!.! !.!"?~!'!ge,:?!e~t:?- :h~:.:!d ~ m:-d~ fc-: d1~ d~-;p-::ch vf 
of cab~ outside of these hours. • 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WIRES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 

/S[;'j ' ''d ~ 
ii't 6f <: 

~I !T(Jlt/ 



TE.L.EPHON~ VCCCUT IVE 3 •&360 

ThwrERNATIONAL BA...VK FOR 

RECONSTRUCTION A.l.'VD DEVELOPMENT 
1818 H STREET, N . ·w. 

WASHINGTON 25, D, C. CAB LE AOORESS· INTBAF'RAO 

No . 18 
Grand Hotel 
NovembAr 17 , 1957 

Mr. ·alter J . "rmstrong 
Assistant Chief , Industry D:fu.vision 
Department of Technical Operations 
International Bank for Reconstruction 

and Develooment 
"iashington, D.C. 

'\ 

Dear · alt , ,- N« ~~- \.:> i,..lt..-. 
Enclosed is second draft of reoort and revised draft Letter of i rrreement 

on the ;BC'1 project . 

I have revised the reoort in the li~ht of tte comments contained in your 
letter o~ tTovember 1 and h'.We adjusted the fin~ncial forecasts to rPflf'!ct a 
more conservative estimate , involvinP" the follm·ring mc>jor changes : 

1) earnings in fiscal year 1960 have been reduced to annroximatelv their 
1959 levels , renresentinO' the oueration of the suecial cements pla.nt and first 
distiller7 only , since the polvethylene plant '\Till not be in n·oduction before 
the end of t},e fiscal ve8.r . 

2) depreciation rates have been increased to 3t on buildings , 12~ on the 
polyethylene plant and 8~ on most of the oth~r equipment. 

P.s regards the life of the lo,n, followinr; your instructions , I have 
agreed with the institutes and the Company on a ei~ht verr anortization neriod 
plus three y,<;ars grace , corresuonding to the terms of the first loan. The grace 
period for the first loan rould be extended by one year , with amortization of 
both loans to start on January l ? 1961. 

In the revised financial forecasts I have included the actual and oreli­
minary figures for 1956 and 1957 as reconciled by the Comoany and have elimi­
nated the other inaccuracies noted. .According to ~rour instructions , I have 
based the forecasts on the company ' s official fi~1res sunplemented bv footnotes 
where8'1 required. I have also suo0lemented the revised table on o<'l~e 2 by a 
breakdmrn of th0 IBRD uroject slown in Annex I , and have commented on the working 
caTJital reouiraments (points l and 2 of your letter) . Concerning noint 23 of 
the letter , as vou have noted , in i'iscal 195S/S6 trcre lk?s been a decline in 
srE.reholdcrs ' advances . Hor1ever since this decline occurred orior to the sii;i:ning 
of the ISV":C1 '-:R loan agreement , /1 oril 11 , 1957 it does not constitute a violation 
of the Letter of Agreement. 

Concerning the Letter of 'r:;re0,ment , th 0 revised second draft enclosed has 
been ,reoared by Hugh Scott on the basis of your draft"' ith i'urther ta"Ctual 
adjustments , to tie in thr: "'lroposed new· Bank loan into tri2t previously received 
by the Comuany. I ar,rce with -your nrooosal to put un a limitation on the srort 



1:r . J1rmstrong - 2 -

term bor ·owings durine; the co"'str11ction p'"'riod , but feel that a s·Pcil'ic rep"'~ 
ment rovision may not be necessary, consider:Lng the fact that (1) the L0 tter 
incluaes a current ratio ".>rovision , effective after completion of the nroj<>ct , 
and (2) it i.wuld be difficult to deternine th~ ci. Jpronriate .inount of short 
terr.1 borrowincrs within t'ie tot;-,1 of the comnany1 s future current lia.bili ties o 
You ,till note tl"'1.t in the adjusted paragra h 6 C the al"lount of Lit. 000 million 
has been appropriately defined as the permitt1~d 11 additional11 borrowings during 
tb':3 construction period , rather than their total . You may 'U3.nt to await Hugh 
Scott ' s r eturn to ashington ("i'ovember 21st) befot'P cabling me your .:'im.l 
instructions concernincr this oaragranho 

As regards t.l.e bre2.k do-,rn of tlle "Stimati~d Ll.t . l o554 million increase in 
net current assets into requirGT:1ents a) in respect of tl.C' uroject and b) on 
account of the sales credit exp2nsion, I am still awaiting a satisfactory ansvrer 
from the Companyo V 

Yesterday I have rnceived your letter No,. 16 , concerning commrnts on 
Tu:arzotto , and have arran,.,.ed for a meeting with the Com;,any earlv n~xt ,y'1ek 
to rcvierr tho proj~ in thP Jight of your comments. I have also receivPd / 
vour cable No o 17. J have already ansnered yonr questions in my cable :t-.ro o 5 
but some further explanation conccrriin,,. the TBjani nroject may be aporopric:t:. . 
~ s "::duardo will hav 0 :,ilready reportP.d , contraJrv to all previous Cassa and 
IS7FI:~ exnectations , the Pirelli cablr> cart,=!l has riot remained unconcerned 
with the TajFni 11ro~r>ct , and has left no donbir, that it Y ould fiO'ht Taj "ni ' s 
further ex:orinsion ')lans . This raises ~ serious c, 1estion of 'i''ljMi 1 s .future 
market on i.·rh-i ch so far we have not been able to receive any l"s urence from the 
Comnany or tlie institutes . Sid has told rinii;ter Camuilli tle.t unless satis­
factory assurances on this noint 2re soon forit,hcomin~ th':! pro.iect ,·,ill h."ve 
to be dropped. campilli c>'1swer0 d tl at "it is a la\7 of nat,lre tLat the pic;my 
cannot fight the giant 11

• However , vesterdav :ln his final talk with Dr, T~enichella , 
Sid found the Governor ve1= much interested in the nroj ect and shocked by the wa ... r 
it has been handled. The Governor intends to take uu tr·is 1'1cl.tter at auoronriate 
levels , z..nd so there is still hope th.s.t this project can be included in the loan. 

I cl.I!l now awaitin~ your instructions conc1:irning furtr'er oroc 0 dures in respect 
to tre Letters of 1 ercerncnt . ~ecause of the tirn~ required for clearing the 
1~1.rzotto 2nd C':I orojects (CMI connnents not y,~t received) , I have tentativelv 
shi.fted the date of my deperture from Saturduy tov . 23 to Tuesday 1 ovember 26 , 
for a direct fli -ht to New York , ad'ling two more working days to 1,'ind up my 
busines S o I h.1.ve received the additionol Lit,. 450 , 000 requested , Prich , after 
taking care of the other m13mbers of tl e mission should be sufficient to carry 
ne through. 

There las been little netrs from th1: 'livision recently and I believe that 
everybody is extrenely b11~Y. I nrcs11me th2t J-lur:,h is very rmch tied up i'rith the 
Indi.;:,? h_ustria and Japan loan ouPretions and mn therefore addr8ssing the letter 
directly to ·rou . No doubt you must have had a hard time tl>ese davs in keeping 
un •'dth vour official duties and at the same it;ime attendirg to the em;,rg~ncy at 
home. I tone t: ot your f1mily by nO\T has ful1v recovered from the Asiatic flu 
and that everybody is doing fine. 

1?ith kind reeards o 

Encls . Ladislav Svoboda 
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INTERNATIONAL BANK FOR RECONSTRUCTION ANO DEVELOPMENT 

INCOMING WIRE 

DATE OF WIRE: NOVEMBER 17, 1957 2100 ROUTING 

TO: ARMSTRONG INTERNATIONAL BANK FOR RECONSTRUCTION ACTION COPY TO TECH. OP . 
& DEVELOPMENT 

FROM: 

TEXT : 

INFORMATION COPY TO 
ROME 

De coded By 

t/ ~ ~,-GJ~l 

5. REUR SEVENTEEN. ONE HAVE INFORMED CASSA BANK HAS SOME OOUB'IS 

SUITABILITY MARZOTTO CMI PROJEC'IS PENDING CLARIFICATION MAJOR 

POINTS '!WO WILL INVESTIGATE YOUR ~ESTION RE CONE THREE TAJANI 

DEPENrS ON ASSURA~CE MARKETABILITY PROOOCTS . THIS ASSURANCE HAS 

NOT YET BEEN FORTHCOMING BUT LATF.ST DEVELOPMENTS INDICATE MAY STILL 

BE RECEIVED BEFORE FINAL BANK DECISION INOOSTRIAL PROJECTS FOUR HAVE 

RECEIVED YOUR COMhENTS MARZOTTO AND AM AIRMAILING TODAY LETTER 

i GREEMENT SIL AND REVISED REPORT AND LETTER ABCD FI VE CASSA INFORMS 

ME THAT CANCEU.ATION REQUEST FOR CHIMICA TIRRENO qAS BEEN AIRMAILED 

TO BANK THREE WEEKS AGO 

SVOBOBA 

ORIGINAL 
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SOCIETA flNANZIARIA fLETTR ICA NAZIONALE 

FINELETTRICA 

DIREZIONE CENTRALE 

Dear Mr. Wheelock, 

ROMA, November 16th 1957 
VIA ANIE.NE, 14 

Tl!:L. 0$~--.:2!~jl~,:pl§:~ lt6Jll;::~~~ 

841. 341 

I enclose herewith the copies of the11Projects Descriptions" you 
gave me the day before yesterday. 

The descriptions have been revised b'y the Cpmpanies co.nce.r)Jed 
and are signed by the same Companies and by Finelettrica. 

As for the description of SGES power project, you, will note 
that the figure of the pressure tunnel lehgth has only been modified. 

The SEC power project has been signed without any change, 
while the SME has sent back the description of Napoli power project 
with some changes, as follows: 

1) The completion date has been postponed to June 30th 1961, as a 
result of the biddings which at present are being received. 

2) A bank of single-phase transformers will be installed,, in lieu 
of two three - phase transformers. 

3) The connections to SME grid will be operated at 220 and 60 kv~ .. 

I regret that it has been impossible to arrange a meeting this 
morning before your leave. I wish you a very good trip and hope to see 
you here again very soon. 

With best regards to Mrs. Wheelock, I remain, 

To 
Mr. Sidney P. Wheelock 
Grand Hotel 
ROMA 

a~~ fl, 
_) 
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SOCIETA MERIDIONALE DI ELETfRICITA 
' PE " AZIONI 

SEDE IN NAPOLI D1apclt cs21 >, .. ?.l.o.v..,~.mb.e.r .... 1.4,. .. ..:1.9.5.7 
C•pitale L. 74.082.800.000 V IA P. E. IMBRIANI, 42 

C. C. I. A , NAPOLI N. 2Ull7 

N ..................................... . 

da cltare nella rl•po•tn 

New Cassa Loan 

Project Descriptions - POWER PROJECTS 

'> -

s JM. E. Power Project 

This project, to be constructed by S0cie1ta. Meridionale di 

Elettrici ta (SME), and scheduled to be completed by June 30, 1961, 

includes a thermal electric plant and auxiliary wo~rks to be construe 
FP<elr c.. -

ted on the east side of the existing Vigliena Therina.lAPlant, in the 

harbor of Naples. It will be owned by SME and opera.ted as part of 

its system. The plant will be equipped with two twrbo-generating 

units, with a maximum continuous output capacity ojf 150,000 kW each 

and operating at a temperature of 1000 degrees Famrenheit and at a 
'-

pressure of 2,400 lbs per square inch. Two boilers will produce 1.06 

million lbs. of steam per hour each, and will be f:Lred by fuel oil 

or pulverized coal. The condensers will be cooled loy sea water. 
a..., : 1"- 1...~ ._ 

There will be,t-bank of,1 tr~sformers, with a total c~a.pacity of about 

430,000 KVA, and 220 kV and 60 kV cables connectin1g the plant with 

the SME grid. The plant will be equipped with all Jlecessary auxi­

liaries including a feed water treatment plant, fu.iel handling and 

storage facilities, switchgear and control equipmeJ1t. 

' MERIDIONAL! DI ELETIRICIT A. 

~LL 

Smo · Mo,t. 7 · 10.00 



Wewr Cassa Loan Bovember 14, 1957 

PrOjects Descriptions - PCJJER PIDJIDTS 

~ 8 G. E.S. Power Project 

' This project, to be constructed by Societa Oenerale Elettrica della 

Sicilia (S01:S) , and scheduled to be completed by December 31, 1960, includes 

a hydro-electric plant to be located at Oaadalami, south or Palermo, Sicily'. 

It will be owned and operated by SGES as part of its aystm. The main works 

will consist of the followinga anf intake structure, taking water from the +.4.{~) l 
I 3 -r r;~ 

erlsting Piani dei Oreei reservoir , a long intake pressure tumel , 

a surgetank11 two steel penstocka about '230 m'!ters long, a powerhouse and an 

earth dam - 25 meters high and 450 meters long - across the upper Bel.ice river, 

creating a lower reservoir with a useful capacity of 750, 000 cubic meters. '!'he 

water o! the Ouadalami stream rlll be diverted .into the lower reservoir b7 means 

of a small barrage and a 155 meters long canal. The pCIWerhouse will be l ocated 

on the right bank of the upper Belice river and rlll be equipped With two 

horizontal units, each consisting of a turbine, a generatorfatotor and a pump. 

The turbines will be of the Francis type and will operate under a head ot 170 

aeters. F.aoh generator will have a capacity of 30,000 lar. The plant will be 

equipped with all necessary auxiliary equipnent. Ttro 86, 000 kva transformers 

will be installed in an outdoor aubstation. One 18 lea 150 kT transmission line 

and thrae 70 kv transmission lines ,ri th a total length of 30 km will be constructed 

to connect the plant w1. th the SGE3 grid. l)lring the day the pla:i t w:Ul supply' 

energy to the SGEB ayat at times of peak l oad and during the night it will 

pump water from the lower . reservoir to the Pian:i. dei Greci reservoir using 

energy from the SGI!S grid. 

~ ::>proved by 
Soclet;;f ?;~;~;{tttri Nazlonale ~ tc 



PER AZIONI - CAPITALE SOCIA LE L. 3.525.000.000 

SEDE IN NAPOLI - DIREZIONE IN CATANZARO 
----•·----

f?atanaO,l(,a, ...... ~.Q.Y.~.~}?.~;r ... J.4.., ... 1.9.5.7 
PIAZZA MATTEOTTI, t2 

New Cassa Loan 

Project Descriptions - POWER PROJECTS 

This project to be constructed by the Societa Elettrica 

delle Calabria per Azioni (SEC)? and to .be operated by it as part of 

its existing network, is scheduled to be completed by J~e -30~ ,, 

19p9. It includes the necessary transmission and distribution lines, ..__ 

cables, transformers and other facilities to serve an additional 

60,000 consumers throughout the province of Calabria. 

approved by 
Socleta Finanziaria Elettrica Nazionald 

~ ErlC-A-f--- ""-c--- -.... 



T~LEPHONE EXECUTIVE 3 4 6360 

INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 
1818 H S T REE T , N . W. 

WASHINGTON 25, D. C. 

Grm d Pot el 

CABLE AOORESS- INTBAF'RAO 

Rome , Yovcmber 1.5 , 1957 
!To. 17 

Ifr. Hueh B. Ri.pman 
Chief , Industry Division 
De'1artmcnt of Technical Ooerations 
International Bank for Feconstniction 

and Development 
'ashinc;ton, li .C. 

Dear Hueh , Re : Status of Projects 

'Ye have nm'I" completed analysis of a l l the projects submitted by the 
Cassa and mailed the last report to the Bank (SIL) yesterday. After 
.... ..ctuardo' s denarture , yesterday, I am staying on until the end of next 
week to revise the remaining draft reports in accordance with TOD corrrnents 
and to finalize the Letters of Agree"'lent for nresentation to the comnanies , 
pending their final aoproval by' 'ash.ingtono Hugh Scott 11ill review the text 
of the letters prior to his departure , ncm scheduled for Tuesday t-Iovember 19 . 

The follO\·rinrr is a brief sumr.iarv of the status of tl e orojects to date : 

Altogether 13 pro,iects havR been received and anal~rzed for a reauested 
total of Lit . 29 ~9 billion ('~h 7 .8 million) . 0~ these .5 projects tot2.lling 
Lit . 8. 1 bilJion Cl2o9 million) have been rejected or 'Vrithdravm for the 
folloning reasons : 

er.~ 1-TIR - Litol • .5 billion - majority control bv Government 
TAJAfI Lit . 0 . 4 billion - poor risk in present carte. controlled market 
:rAl?JIT'Jl. Lit . o . 6 billion - IPRD loen conditions unsatisfactory to borrower 
SIR (resine)Lit. 1 . 6 billion - in8dequete economic justification 
1'0,T'i' JJATTITI 
(JI lumimm) Llt.4oO billion - po;rer nroblem 

Tl!e supplemPntary information received on the SI'll ~esine Pl.,nt has not 
improved the oresentPtion of this project which has a. noor economic justifi­
cation and lacks adequate financing. Consequently, last week, in full agree­
~ent with the Cassa , we have informed the institute (CIS) and the borrower 
tr .at tl e nro .i ect was not su · table for B~nk fina ncingo 

Concerning the ?!ontecatini Aluminum project , "e have had a lon~ final 
discussi on ,nth the ?!ontecatini renresentatives , during which Sid informed 
them that , in vie't'f of the unclarified lJ0\7er disnute now before arbitration , 
the Jfission ·was not in a oosition to recol1l!'lend this )reject for Bank financing 0 

Subsequently Sid has received and answered Ravmond ' s cable co,.,cernin~ ;!ro 
Black' s ennuiry into this matter and I nresume tl2t ,-alt has had an ouportunity 
to orovide the necessarv back~ound. 
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Hr. Ri.pman - 2 -

The Tajani project , in the abs~Pce of Cassa support , has been dropped. 

After eliminating the five projects mentioned above , there rerJain 
8 projects suitable for Bank financing . Of these, 6 projects totalling Lit. 
18. 4 billion could be included in the proposed new loan and th.., r aining 
2 , representing supplementary financing for ABCD and SIL for I.it . 3 .4 billion, 
co id be covered from the surplus on loans 117 IT and l ~O IT . • "'1~ary of 
the nrojocts is "iven in table cnclosedo 

Heanwhile Sid hAs made tentative arranf!cr:te>1t'> 1ith ?rof. Pescator e 
concernine the allocation to industry in accorde:ncr> ,ith the above requirements 
and the distribution of lo~ funds to the other "PC' :>rs , all subject to final 
Bank approval . 

I have just received the revir.ed fi•·ures on J\BCD c.nd expect to m.:"il the 
second draft report tomorrcr., . 

·· i th best wis res . 
Yours , 

Encl. La.dL~lav Svoboda 

---

, .:!1 Id !f ~ VJ.J f 

l 
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eotric rotri tora 
and hcatans 

CUI Electric Unn1ns line 
man'O - clothoa 

Sub-Tot.al 

IitFlB ~ F.n'l'S sn on - JSoGh, c(D}:)laa:: rer­
tuJ.IIQl"S and Chadcals 

Km • fllJI - POt&8h fertilir.ora 
'.r CRD. - fertU.isans 

ub-Totol. 

Total. (A) 

». - Supple mrtary fran J!$Plu.see in 
'.!Zani 117 nr and ~ 

(1) Riiuira:JontiJ s - Pap;ir idll. ( ISV ) 
D - pcc1al C cnte & 
~ (I£ai'1S) 

rotol ~~ir (B) 

Cb1m:Soa dal 'l'in"en6 
Vetrerla di Ltt.t.1.na 
f hn1cal S c.ffl.C ea 

ub !ratol 

c ceUod Projcet: ll7 rr 
Sloul.asoto 

i'otlil. va.Uabh 

Balanc (B2 - B1) 

Clti?m«t !1,ot.a1. 
con 

(iHfion llN} ' 

1.;so 
l.,660 
211-r!O 
6,970 

2$,300 
10,330 
8, 200 

43 ,830 
50,800 .. 

6,400 

l.3.100 

)2,Soo 

700 
6oo 

1 t300 
2,600 

8,000 y 
4,000 
3,?SO 

.,~.~o 
w.,so 
a 

9lW,Ve s.a •1111<1 ) trcm Loe.a U7 IT 
equiv. h.. 2 •1 llS 4 ) frQn toan U 7 Ii' 
equ.t.y. ~.o 11Ul1ci111) t.rcim LOl.n lSO IT 

l.UO 
960 

21oao 
4,l.6o 

12,aoo 
6,400 
6,000 

2S, 200 

29,.36o 

2,560 
6hO 
2)() 

3,450 



No, 17 

Mr. L. M. Svoboda 
Grand Hotel 
Rome, I~ 

Dear !Mya: 

November 15, 1957 

On the bae'"'s of your reJX)rt this project appears to be I:1arginal and 
probably unacceptable. It looks as though the compaDY ie trying to operate on 
a shoestring. 

The main questicn at the moment in our minds is "18 the CMI CompaJV 
really in sound shape?" It so then the figures 1n the report should justi!y 
this conclusion. 

Will it really take until ear~ 1959, or even until 1960, to complete 
the project? In01dentall1, the early 1959 completion date is not consistent with 
your letter vhen you eay a delay of six months would put the completion date to 
June, 1960. Also, 'Why such a long "trial" period? 

Is this construction schedule made up on technical considerations or is 
it geared to the cash generation of the comparo"? If the latter then clearly Falck 
should put up some advances, even on a short-term baaie, to get the equip:nent in­
etalled and 1n production as soon as possible. 

It may be possible that the comp~ is being ultra cautious 1n its earn­
ing forecasts, but the figures are too conservative to justify the project . 

Wh;y should the line operato fort"'° years at only 75% capacity and then 
jump to lOOJ 1n the third year? "'1b7 should operating costs and sales be lover at 
looj capacity than at 75J2 Net income ot only 2. 5% of sale• seems lov. While 
there ie adequate cover on our loan (9 times not J.6 timos) on tho present figures, 
this disappears with a 2% (not 21%) rise in costs and a 2% fall in sales. '1'h1.s 
is very little protection. 

I think you should go over the figures again with the company it neces­
sary, to present a better and I imagine a more realistic picture of the company 
and its prospects. It the compaJJ1 insists on using the present figures, then ve 
vould like to have the real balance sheets and profit and loss statements to stud7 
even though they wouldn ' t be put in the report. 

Since the 1956 balance sheets are not included ve cannot ju:lge about the 
necessity for limiting the debt-equit, ratio in the future . From the figures 
available, this would not seem necessary but vill leave this up to you. 



To Mr. Svoboda - 2 - November 15, 1957 

On the current ratio, I would suggest it be 1 . 5 to l on completion of 
the project without restrictions during the construction period. 

Folio-wing are comments on tho r eport: 

Paa 1, Para , 1, Sentence 2 

The description of the company's activities is not clear. Does it build 
and repair rolling stock at its plants at Castel1ammare and Naples or at other loca­
tions? 

Page 1, Line 7 

The cost of the project is given here as Lit. 1 .7 billion, and on Page 2, 
Financing, Line 1, as Lit. 1.8 billion. The Financial Forecasts show project costs 
to be Lit. 1, 814 million c,2.9 million) (cost of installation - Lit. 990 million; 
interest during construction - Lit. 50 million; additions to net current assets -
Lit. 800 million minus Lit. 26 million= Lit. 776 million). 

Page 1, Description or the Pro;Ject 

Should include information about present capacity and output of tinplate, 
estimated output after the electrolytic line is installed, and how much of this out­
put is expected to be electrolytic and how .much hot dip. 

Page 1, Description of the Project, Para, 1, Ljne 7 

The cost of the installations are given as Lit . 920 million. The Finan­
cial Forecasts show the cost to be Lit. 990 million. It wuld be clearer, moreover, 
to itemize the project costs at this point . 

Page 1, Present Status, IJne 4 

The date of completion given here "ear~ 1959" is not consistent with 
the statement in your letter that if completion is delayed by six Ir.Onths, the com­
pletion date would be June 1960. 

It would be clearer to give a fuller account of the timing, giving dates 
when orders are to be placed, how long deliveries will take, and when completion 
is expected. • 

Page 2, Financing, Line 1 

See comment on Page 1, Line 7, on cost of project. 

Page 2, Fina,ncing, Paro, 1 

Since the project is to be financed out of company earnings, it would 
be clearer if" this description were more detailed. A suggested redraft follows: 



To Mr. Svoboda -3- November 15, 1957 

"It is proposed that of the Lit . 1.8 billion estimated total costmot 
the project, Lit . o.6 billion would be covered by the proposed Bank loan. •he 
remaining Lit. 1.2 billion wuld be covered by retained earnings and deprecia­
tion accruals. ~'hile the project is under construction, company contributions 
to the project would amount to Lit. 616 million (fixed assets - Lit. 440 million, 
additions to net current assets - Lit. 176 million) Lit. 600 million more would 
be added to net current assets from the enhanced earnings or tlie compaey after 
the completion of the project, lol'hich it is assumed will occur in 1959." 

Page 2. Financing. Fara, 2 

It is diffi cult to understand (without informati on on share capital) 
wey a rise in the total net income of CMI from Lit . 54 mllllon in 1954 to Lit . 
80 million in 1957 would result in a. decline in tho net return on shsro capital 
from J.4% to 8%. 

In any event, since the project is to be .financed out of CMI 1s earnings, 
it would be desirable to give oore information atout the compa.xzy 1s financial ex­
perience, preferably through a summary income statement and balance sheet for the 
last few years. 

Instead of referring to "hidden reserves" and estimating actual income, 
it would be preferable to say that the company follows a very conservative policy 
in valuing inventories, confirmed by an investigation by ISVEIMER. 

?as;e 3, l'iarkets 

Since the project appears to be intended at leaat as much to reduce 
costs by substituting electrolytic for hot dip tinplate, some information ought 
to be included on comparative costs, and the market study ought to emphasize 
that aspect of the proj ect. 

Page 3, Ea.rninia and Debt :Jeryice Ooyeraie 

3entence 1 - What does it mean to say that production of all facilities 
will have increased by about 20% over present levels? In terms of sales, or of 
what other units? The increase, compared with 1957 sales, which l assume fro111 
your letter was Lit. 12,500 billion is only 12.5%. 

Sentence 2 - There should be some reduction in unit costs as a result 
of the installation of the electrolytic line . That fact should be taken into 
account if only to say that the reduction in costs is so small compared with the 
total that it canbe disregarded. Will prices remain tmchangcd? 

Para. 2, Line 3 

Estimated company earnings, before interest and depreciation 'When all 
facilities are operating at a normal rate, should cover debt service on the pro­
posed IBRD loan about 9 times . 

Pa,ra. 2, Iaat line 

The drop in revenues and increase in coats that the company can sustain 
simultaneously and still cover debt service is only~ 



To Mr . Svoboda -4- NovE~bor 15, 1957 

Economic Justification 

Give the baeis for the estimate of foreign exchange ea,rings. 

Financial Forecasts 

The figures for operating costs nnd net oales are lovei• in 1962 when 
the plant is to be operating at 100.' of capacity than in 1960 or 1961 when it ie 
to operate at 75). of capacity. If they are correct, there should, be some explana­
tion. It would be well to show the costs and sales for the project separately­
from the rest of the products of the co~pan;y. 

Letter of Agrgmept 

The letter specifics net current assets or Lit. 1.7 billion but Oll.q 
Lit. 1.66 is show in the bs.l.a:ice sheet. 

Seem, earlier comment on the current ratio requirement. 

With bet regards, 

W. J. Armstrong 

c.c.-Messrs. Bateson, Collier and Street 
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INTERNATIONAL BANK FOR RECONSTRUCTION ANO DEVELOPMENT 

OUTGOING WIBB 

CLASS OF SERVICE: LT DATE: NOVEMBER 15, 1957 

TO: L. M. Svoboda 
Grand Hotel 
Rome 

COUNTRY ( ITAIX) 

EXT: 

Cable No. SEVENTEEN 

AIRMAILING LETTER ON CMI WITH SOME DOtBTS THIS PROJIDT ON BASIS OF REPORT 

STOP WILL AWArl' YOUR COMMENTS ON CMI AND MARZOTTO PR~TS BEF<m: ACCEPTING 

'mESE BUT SEE NO PRCBIEMS ON OTHERS STOP HOPE TO GIVE YOU INSTROOTIONS NEXT 

WEEK ON PROOEDURE FOR LETTffiS STOP RE CONE RIDEIVID TODAY lB THERE NOW A 

TARIFF ON IMPCJtTED APPLIA?EF.S IF SO HOW MOOH AND HOW WILL I TS REMOVAL AFFroT 

COMP.ANIS COMPETITIVE POOI TION REGARDING WCR;rs. FROM FRF.SENT OR POOSIBIE NEW 
/ ' \ .lt,u,,--t 

SOUR.CFS STOP RE WHEEimK LETTER THREE COMMA SEVEN INDUSTRIAL PROJEX:TS TOTAL 

THlRTY POINT f IGHT MILLION STOP RECEIVED TOOAY FROM CLARK SIL MINUS IETI'ER 

INTENT STOP WHEN WILL CANCELLATION OF CHIMICA TIRRENO BE REQOililTED STOP 

WHAT IS HAPPENING ON TAJANI 

AUTHORIZED BY: 

NAME: W • J. Armstrong 
DEPT: T.O.D. 

Signed: Armstroni 
{Type in last na~e of sender) 

ORIGINAL (File Copy) 

(IMPORTANT: See over for guide in preparing Outgoing Wire) 

For Use by Archives Division 

Check~ r Dispatch 



GUIDE FOR PREPARING OUTGOING WIRES 

1. Class of Service 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams are normally delivered the morning after day of despatch. The cost 
is half the cost of full rate messages with a minumum charge for 22 words including 
address and text. 

Full Rate 

IBF Govt. 

Code 

Day Letter 

Teletype 

2. Address 

Full rate messages are normally transmitted and delivered immediately. There is a 
minimum charge for 5 words, including address and text. 

This is a preferential rate extended to the Bank by some of its member countries. 
Messages are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia Cuba Guatemala 
Brazil Dominican Republic Honduras 
Burma Ecuador Jordan 
Chile El Salvador • Lebanon 

• China • Ethiopia Nicaragua 
Colombia • France Pakistan 
Costa Rica Greece Panama 

• Pern 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than IBF government 
should be used for messages when immediate transmission is not required. 

rate and 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 

Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to Mexico and Canada. There is a minimum 
charge for 50 words in text. 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Ext. 3008). 

Use only last name of addressee and cabl.e address 'lliienever possible. The Bank cable address •INTBAFRAD" 1s 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala City, Bangkok, Karachi, Quito and Tegucigalpa. The 
lntemacional Finance Coiporation cable address •coRINTFIN" is registered in New York, Paris and Washington. 
The name of the country of destinati~ must always be added. (No charge is made for the name of a country). 

3. Text 

Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Ext. 3008. 

Type text in capital letters and double space berween lines. The text should be edited to eliminate 
unnecessary words and unnecessary punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. • · - '" 

Use common abbreviations whenever possible, i.e. reourlet, reurfive, etc. Write as one word hyphenated 
words, hyphenated names, and certain two-word groups, e.g. A1rma1l, Newyorlc, enduse. 

4. Signature 

Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
know th1, address of the sender. 

5. Authorization 

Type in name and department of staff member authorizing message and have authorizing staff member 
sign the original (pink copy). A list of authorized signatures is kept in the cable office. 

Forward messages in triplicate in a cable envelope to Room 211 for despatch. The cable service is open 
from 9:00 a.m. to 5:45 p.m. on working days. Special arrangements should be made for the despatch of 
of cables outside of these hours. 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WIRES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

CLASS OF SERVICE: NL 

TO: WHEELOCK 
GRANOTEL 
ROME 

COUNTRY ( ITALY) 

.!:XT: 

Cable No. 

OUTGOING WIBB 

DATE: NOV™BER 15, 1957 

---t~ 

"'"' ~··\•: ...... /· \ 
THANKS YOUR LETTm 4 GIVING STORY ON CROTONE .,}Jff .~ .. FULLY SUPPORT 

YOUR ACTION STOP THANKS ALSO YOUR LETTER 3 STOP GLAD ALL GOES 

WELL 

LEJEUNE 

Signed: -..,,,--___,..___,..-----,-------,---,--.-­
(Type in last name of sender} 

AUTHORIZED BY: 

NAME: MLLEJEUNE/p 
DEPT: OPERATIONS, E.A.A. 

SIGNATURE: --,-:-:--:-----::-:---,-,---,-,----,-- --------
(Si gna tu re of individual authorized to approve cable~ 

ORIGINAL (File Copy) 

(IMPORTANT: See over for guide in preparing Outgoing Wire) 

For Use bv Archives Division 

Chec~or Dispatch 



GUIDE FOR PREPARING OUTGOING WIRES 

1. Class of Service 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams are normally delivered the morning after day of despatch. The cost 
is half the cost of full rate messages with a minumum charge for 22 words including 
address and text. 

Full Rate Full rate messages are no.anally transmitted and delivered immediately. There is a 
minimum charge for 5 words, including address and text. 

IBF Govt. 

Code 

Day Letter 

Telecype 

2. Address 

This is a preferential rate extended to the Bank by some of its member countries. 
Messages are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
El Salvador 

• Ethiopia 
• Fra.nce 

Greece 

Guatemala 
Honduras 
Jordan 

• Lebanon 
Nicaragua 
Pakistan 
Panama 

•Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than IBF government rate and 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 

Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to Mexico and Canada. There is a minimum 
charge for 50 words in text. 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Ext. 3008). 

Use only last name of addressee and cable address vlbenever possible. The Bank cable address "INTBAFRAD" 1s 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala Cicy, Bangkok, Karachi, Quito and Tegucigalpa. The 
International Finance Corporation cable address "CORINTFIN" is registered in New York, Paris and Washington. 
The name of the counuy of destination must always be added. (No charge is made for the name of a counuy). 

3. Text 

Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Ext. 3008. 

Type text in capital letters and double space between lines. The text should be edited co eliminate 
unnecessary words and unnecessary punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. 

Use common abbreviations whenever possible, i.e. reourlet, reurfive, etc. Write as one word hyphenated 
words, hyphenated names, and cenain two-word groups, e.g. A1rmat1, Newyork, enduse. 

4. Signature 

Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
know the address of the sender. 

5. Authorization 

Type in name and depanmeot of staff member authorizing message and have authorizing staff member 
sign the original (pink copy). A list o~a a tffl)ri zed signatures is kept in the cable office. 

Forward messages in triplicate in a cable envelope to Room 211 for despatch. The cable service is open 
from 9:00a.m. to 5:45 p.m. on working days. Special arrangements should be made for the despatch of 
of cables outside of these hours. 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WIRES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 
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(5. 48 I INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 
DATE: November 14, 1957 TO:~ 

FROM : J. H. Collier~ 

SUBJECT: Italy - ll.arzotto Project for Manufacture of Ready-made Clothing 

On Wednesday, November 13 the Working Party (Messrs. Collier, 
Armstrong, Bateson, Street and Jones) met to discuss whether or not 
the Bank should include the above project in the new Italian loan. 

The project has been approved by the mission in the field des­
pite the fact that it felt that "in some respects it presents a some­
what greater than normal risk". Hot.Jever, Mr. Armstrong said he did 
not think it wae really any riskier than some other projects we bad 
financed in Italy. 

On the quality of management the mission pointed out that some 
of ~.iarzotto's ventures had not been too successful in the past. They 
had, however, hired an experienced manager for the new project. The 
management could not be regarded as unsatisfactory. 

Mr. Armstrong said that, for the industrial sector of the new 
I talian loan, there was no question of selecting a limited number of 
projects from a large number of possibilities. We -were proceeding on 
the basis that we would accept all the sound projects \dlich were put 
forward. Hence we should have to have a solid reason for rejecting 
this one or there would be protests from the Italians. In these ci r­
cumstances, the Working Party agreed that there \IRS no real ground for 
objecting to the project. Mr . Aldewereld later accepted the Working 
Party's conclusions. 



Yo o 4 

Jj,. S . R. Coue 

INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

WAS H IN G TON 2 5 . D . C . 

DirP,ctor of Operations 
~rope , ~frica and Australasia 
International Bank for Reco~st·uction 

and Development 
• 2shington, ~.c. 

Dear Rci"'nnond , 

Grand Hotel 
"Rome , November 14, 1957 

I think ~uickest way to r:7ive "'rou the information requested in your 
cable i-10 . 7 is to ask ·n1svrorth Clark to bring this letter by hand to 
·~ashington . 

In tbe 1!ontecatini presentation of the Crotone aluminum project tbe cost 
of ryc,;rnr is sLovm as 2 . 21 lire ')er kwh . This Dower cost i:s basr>d on an old 
contract with S11<: at 2 lire ulus a "safety faetor" of 10-1/,2%, and a ,·rritten 
statement from the I2ontecatini company saYS that this contract is valid until 
19760 

Assuming that this ,rnuld be the 00\,er cost . for the life of the uroject , the 
cost of pcner would be l/5th of the cost of the finished product. Assuming that 
the cost of p01,·1er were doubled the propr,rtion of the cost of the povrnr in the 
finished product rrould rise from l/5th to l/3Jrd and would wipe out all the 
profits forecast by llontecatini to be derived from the Crotone nroject. A 
knovrledge of vrhat the cost of no:rer ·will be fr; therefore essential to an 
economic appraisal of the nroject . 

A Government reeulation on th~ price of ".>O'lver , Res11letion No. 630 , was 
pro:r.ru.lgated on Januarv 1 , 1957. This re~la.t:Lon nrovides minimum nrices to 
tl e o01·1er cor.mc:nies for contracts of tris sort, more than trrice the price 
whch r:ontecatini has quoted to us on the bas:Ls of their centre.ct as being 
tl e 1rice of oo'.'rer for this '"'reject . 

Shortly after my 2r,·ival in Ital7·:rhen I b1:?e;an to look into this mtter , 
I was informed bv Pescatore th<'t the validitv- of this S'Jecific ncmer contract 
vras in dispute bet1·reen s·'!:: and Moritecatini. I vras told that each comnany had 
appointed an arbitrator and that tle two arbitrators had a'r\....,ealed to the Court 
of Ary".>eals to aoryoint a tr~rd arbitrztor . As of Yesterday the third arbitrator 
has not "'ret been appointed. The fact th:,t th1~ contract had been submitted to 
arbitration was never at sny time brou--ht to our attention bv 1:ontecDtini . 

Faina I s statement to l.~r . Black that 11 at the last moment some difficulties 
have arisenn is so'Tienhat misleading. On October 25 I told t:bc Cassa that this 
contract would be a proble,m c"nc th2t I w~1ld like to S')ec>k to Giustiniani , the 
Genera], 1E.'1ar.rer of !!ontecatini, about the cont:ract as soon as he could see me., 
Giustiniani never did come to see me . On Nov,ember 12 he sent two repr esent a­
tives to see me at the hotelo I asked them i:f JrnJ informat ion was correct that 
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the contract vras under arbitration and they said that tl is was so . I asked 
them why thev had not disclosed this fact to the Bank representatives and tl~ev 
said that their lawyers had advised tber.1 that their cOl"tract v:ith SZ.:li was valid 
and tl:at therefore they had rot thou~ht it necessary to mention the arbitration 
".)roceedin ·s to the B.:mk re".lresentatives o I asked them if they would rcco:mr-end 
to the Board of ·.ontecetini to snenc money on ti: is oroject before the result 
of the arbitration wot:ld be known and trr>v evaded tLe question 2nd Yihen nresscd 
refused to ansvrer it in the affirnntive. 

I have tried to find out from l'ontecatini , from Pescato,·e , 2nd fro:r.i :c>.moilli 
horr long an arbitration nroceeding of this sort mi-lt tal.ceo fTo one .. -.-ill connit 
himself to a " 1ess , even of 18 nonths or two vears . 

~he position of the ~is·ion here is a very simple one . It is tlat until the 
cost of nouer is lmmm it is impossible to make an economic appraisal of the 
projecto e have stated tr.is vim·r to · ontecatini , to the Cassa e.nd to the 
Government and in each case have beon told tl.rt tl·e~r undRrstand our position. 

The Crotone Droject is therefore not reco!ll:"ended for inclusion in the loan 
presently under discussion nor does any menber of this misrion ...-rish to press 
the Bznk to consider it furtl er at tl is timeo 

Best regards . 
Yo~rs sinccrelv, 



INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

WASHI N GTON 2 5. D . C . 

:er. Hu~h B. Ripman 
Chief , Industry D:i.vision 
Dei)artment of Technical Onerations 
International Bank for :-'eco.,..,struction 

and ~velopment 
··1ashin--;ton , n.c . 

Dear Hugh , 

Rorie , l' ovcnber lu , 1957 

tnclosed is comolete draft report on the SIL project . This naoer suoolements 
and supPrsedes thP draft , ".Jreviouslv submitted , of the technical and economic 
section of the rooort whi..ch in Dart has been revised (mar1<:ets) . The draft letter 
of inte11tions is under review by the lffiV"rers and ·will be furnished shortly. 

Com".Jlc>tion of the reoort r.as been sorne,:,hat dela,red because of the difficulty 
in workir: out •·rith the Company an a,:,oropriate financing olan for the pr oject . 
Contrary to the financin:; methods oreviousbr <' ;-reed on , tr,e Conpanv subseouentl v 
has nresentcd us a plc'n whereby a substantial 02.rt of their contribution ,;ould 
have been in tre form of ad<4itional loans, of a auasi equity nature , from the 
Fucino bank which is also owned by the Torlonia interests . 1 hile we did not 
&elude t:ris forr.1 of financin~ in princi -::>le , we insisted t1'at it should be 
limited to a. reasonable proportion. f. fter several frustratinr; neetin2:s T,ith 
Prof. Colaioli , the Com".)any reolaced him bv Prof . Parillo -;ri th wl-.orn I ':'as able 
to <':ork out a reasonable oronosal. 

The nl:"i"l financial Dlan , as outlined in the rnoort , contains t.1,, following 
pertinent nrovisions : 

1) SIL would , in addition to the second Rank loan , obtain a loan from the 
Fucino bank for Lit . 350 nillion , renewable each ve2.r , rep:v-able from current 
earnings in the carlv vP.ars of operetions . This ·:rould increase tl1e comoany ' s 
debt/co11ity ratio to 55/4r:; representir,.,. the proportion envisaged under the first 
Bank loan. 

2) The Fucino ba.nJ.: , as a comnerci2-l bank , cannot '"Tant loc?.ns for periods 
lon:;er than. one vcar. It '· ould be willina , r,o'··ever , to undertake a commitment 
in written :orm that tr.e loan to ~IL would be renewed on maturity each year. 
P-lternativelY tre s"laroholders ·:rnuld be willino; to undertake a comnitment that 
tlieir would advance thP Money if the lo~in should not be renev ed by the banko 
This latter alterna.tive is recor.unended bv the 'orkina Partv a.nd an aupropric>te 
:irovision l.as bePn iricluded in the letter of intentions o ( "71.lsYrorth Clark is 
revierring the text of tr e letter , and , on his returri to 'ashin;:;ton will brina 
':ri th };..:i.m the complete draft) . 

:.'rom tl is round about way of financi rr• , the cor1ua.ny and the sharerolders 
ro::-:iect to dl3rive i.'!lportant tax savir~s and tr:er,.,fore would Trant the Bank to 
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co· sider an increase in the total z.mount of tlrn proposed loan fro:r.i Fucino? 
possibly to Lit . 700 million. I have ar:rced to subMit tris request to tl:e 
Bank but do not feel , and the or kin~ Pc. .. rt"tr agirees , that we should make any 
further concessiors to this company toi;:ards "l :Leh the Ban.1< has already sr:-o"m 
more lenience than to ~ny other , less difficult , borrovrero 

3) On Cassa ' s and ISV!IT" ''R ' s s ur,;gestion thG terms of the new JP.l?D loan 
have been set in accordance with ti ose of tl,e 1st ~ank loan. Th~Droiride for 
a 17 ~rears loD.n including a 3 years r-race '">criod. You .-rill note that tl1 is is 
in contrast with tre recomr.iendations of tle ':'eehnical Reoort , ,· Lich proposed 
for the first lo~n a 15' year term includin~ a 3 ·rears 17,ra ce ryeriod. I under­
stand tLa.t the Bc>nk has subsecncntly agreed to t,l10se easier terms . I r.eve 
strf'ssed the need for final approval by '\"ashin·:;ton of the above arran~ement . 

Ircidentallv, e.fter mailin;; tre 2nd draft of the sr1C!\T lettP.r of intentions 
,;;e :have noted tYat , due to a typin ... error , one line has been omitted from the 
definition of current liabilities , tl.e com,)let,e to;rt bein~ as follows : 
••• tr.1.c::t II current li~bili ties" should be considered as licbili ties due and pavc>ble 
and nll other liabilities wl"ich -r·ould be payc,.ble or c ::r.1.ld be called for paynent 
within one :rearo 

With the • siatic Flu reced.i..n: , thin:s are ,;ettiri:; better herP , c>nd , in tl:-e 
last fer, davs , ue !lave been abl8 to make better pro ,ress in our ... :or1{o It does 
not appear trat in Washington you are better of+' , despite tl.e protective slots . 
\ e all sympathise w:i.th "'alt in tl is emergency at '·omc and wish his frunily 2.n 
early recovery. 

Y'it.r best re~ards . 
Yours , 

t/vvCti 
' Encls . le.ciislav Svoboda 

::;. 
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s. I . L. 

Borrower 

2nd drafi 
XI-14-.57 

Tho roepective borrower ie the Sooieta Idroelsttri.ca Lirl (s . t .L . ) a 

compaey rn-Geently operating a h,dro-aloctr1c station in the L1r1 valley 

supplylns aeasonal pawer. This fJ'tation would be completely integrated 11'1 th a 

n 1 pulp and paper mill near Aveuano in the neigbboring Fucino vall.o;r which 

would 1Il3ke tull use ot this seasonnl power. The total coct or tho projeot u 

recently revised, including the written down value or the pOll'EI' plant, aa well 

as working capital and intere&. chring construotion , is estimated at Ltt. 6. 4 

billion ( 10. 2 million) of whi.ch it ia proposad that Lit. 3. 2 billion (tS.l 

mlllion) should be financed !rom IBRD funds . The Bank baa al.r~ financed 

Lit. 2. 6 bil11on ( 4.16 llt1.lllon) under Loan ll7 IT. The additional. ttt. 6oo 

million nc:m requested is needed to !inaJJOe the inoroaee 1n the cost ot the 

project. SIL is controlled by the Torlonia group, which alao owns OthC' 

enterpriaos, inoluding nour mills, sugar i'aetories, agricultural. and urban 

land, 

Description of the Projact 

Tho mill would havo an anmal production capacity o~ 30,000 tons of paper 

(12,000 newsprint , 10,000 maeazine, 8, 000 ediua and tine) against 2$, 000 tom 

ae originally planned. The project will include a groundlrood mill prodnoina 

1',000 tons ot mecbanical wood_t>Ulp and a atrawp.1lp m1ll producing 6,000 tona 

of bleached sulphite pulp ann.i4lly~ Another 10, 000 tons or ahsd.oal pulp and 

groundw'ood would bo illlport.ed. The plant would inclllde ~uipnent tor the pro­

dueti~ of chlorine and caustic soda required in the mill. 

1'he increase in the cost of the project is due to the enrorcment of local 

earthquake regulations requiring extra 118&'9'1' foundations and atnictures, oloeer 

tolerances in erection, and the installation or a higher speod paper machine 

than origt.nally planned, increasing the annual production of l)aper by 20$. 

Aa prertousi,- stated, mst of the power requirements would b'9 COV'ered. by' 



SIL - a -
2nd draft 
XI-14- $7 

the existing h;,dro-eloctric eta.t1on. Dllrinl the period ot aee.aonally- lor watC" 

supplies , therml. power vrould be nil.able t.ra:i a sugar factory 1n the same 

region, alao belonging to the Torlonia group. 

ter1.&l Sup@,7 

The pulJIJood and atrmr required by the plant would come from the Fuoino vallq. 

About 600,000 poplar frees, plmlted in the valley as windbreaks, will aupp]1' a 

perpetual annual yiel.cl ot 33 , 000 tons of p.ilprood. Tho Fucino valJ.ey- ie also a 

source of large quenti:ties of wbrt atrmr which are not, utilized. induatrially and 

would bo more than adequate for the neede or the plant. 

Pr~ent Statue 

The revised schedule o! construction and installations estimates the project 

to be ccmplsted by the end of 19.58. Orders tor equipment and building construction 

amounting to Lit.1 ,980 m1JJ1on have alreadT been placed. Siriking of pil• and. 

concrete foundations tor tbe bail.dings have been started. 

Varingement 

Uanagemant personnel ould be provided fro the Xorlonia Group. Technical 

personnel and knOlf- hon' during constl'Uction an({ early <:,per ti.on or the plant w<w.4 

be prmrided by the conlSUl.tants, Sindicato Cellulose Pom.lio, with worldwide 

a:icperience in tho design and ~cration or pa.per m111a. 

Financi3 

Total cost ot the project is eatiJriilted aa Lit. 6. 8 billion, consisting of 

Lit. 5.8 bUlion tor fixed assets and Lit. 1 .. 0 billion tor net current usets. 

Iftcluded in th« above total is an an>unt or Lit.367 million, r~resenting the 

written down value ot the pO'i7or plant as at the begbming or tho first year 

of operations. The net financing requirEment¥heretore amount to approximat~ 

U.t 6.4 billJ.on, na compared to Lit. 4.3 billion prfl'i.ou.n17 eatimtcd, leaving 

a bal.anoe of L1t. 2. l billion or additional financ:1.l'lg requir • A IJl.l1DmLU7 of 

the proposed means of covering this balance and. or estimated tota1 sources of 

financing the project is given belows (mUUon lire) 
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Liquid funds available 

Additional Share Capital. 

Shareholders• advanc• 

Depreciation and surplu 

Total osn tu.nm 

lucino bank loans (medium t«nD) 

IBRD loan U7 l'T 

2nd loan 

Total bOl'TClllr1nga 

Total f:tnancing 

Supplementary 
11.nancinl 

71 
369 

l 7C1., 

-1,lhS 
3SO 

-
600 

9SO 
2,0CJS 

2nd draft 
II-14-$7 

Total • FinanOin§ 

383 
5S2 

1 , 220 

703 
2 , 8,8 

35o 
2,600 

600 

3,S50 S6 -6,408 100 -!he CClllpBZ17 eacpecta during t.be conatxuotion period to acctaUlate Lit. 370 

million on net incc:ne trcm the power plant, 'llhich together with depreciation 

accrual.a would be retained tor financing the project. Apart 1"ralll the tint and 

proposed second Bank l.oan the cmpan7 would borrow fNII the fucino bank Lit. 3SO 

a1llion on medium tara r~ble frail el'timated earnings dnring the t1rst two to 

five ,-re or normal op.-e.tions. fhe.,e borrow:Lngs would be tu1.q guaranteed by 

the aha.J"eboldeni, who 1IOUl..d. al.ao aasume ~ent of the intC'.St charges. 

The estimated pro fOJ."JD& balance sheets on ccmpletion ot the project and after 

two years ot nOl'llal operation are ahan belc11ra (m1JJ1on lire) 

Jwer.- Plant 
i-per m.ll 
Lessa Depreciation 

Gt Fix Aeseta 
CUrrent Aaseta 

•Additiomu. Assets 

June 30 
196o 
760 

S,hOO 
S6? 

, ,$'93 
1,000 

6,S93 

June 30 
1962 

760 
5,hOO 
1,483 
4,677 

Share Capital 
Shareholders• 

adn.ncee 

Surplus 

1 ,000 Fu.c1no· bank 1oana 
aedium term 

l ,Oh.) mim loan 117 IT 
?.Eld loan 

6,722 

JUne 30 
2960 
1, 200 

1 , 220 

62) 
3SO 

2,: l 
6,5f3 

June 30 
1962 
1,200 

1 , 220 

1 , ~ 

2,8S6 

6,?22 

Financial forecuts or the coai-ny- are gt.van in Annu • A letter setting 

forth the financial conditions agreed to by' the company 18 attached ... Amax • 
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Mlrkets 
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The · per would be sold within Italy'. 1'ho preaont Ita11an imports of n..­

print end magazine papar ar about equal. to the proposoc1 production of these 

t,:p in then• m1ll. Since Italian consumption ot pap ls erowine, it 18 

desirabl to encourage domel5t1c ~per roduction and thereby avoid increased 

imports. Importa are ourrently eubject to a derate ts.r!.tt of 18 and SIL 
' 

b GXJ)ect ed to find a ready dam ic rket; for its ·proposed out:po.t UDder 

the currently' prevailing protection or an eY lower one. 

F.arnine.a and Debt Serrlce COYerage 

The c<1Dpan;y a~ecta to raiao pro<:m.ct.ion of the project fraa 5°' capacit7 in 

the .tirst year o£ operation to l.OO_;l in the thil'd yaar. Sales, based on present 

pric , are estimated to increase from Lit. l.8 b~on in 19$9/60 to L1t. ) . 2 

blllion 1n 1963./62 producing a net profit of Lit. 9. 7 m1llion end Lit. luO Jl'dJUon 

respeotiTel.TJ tho latter representing a return of about lBi on aha.re capital. and 

shareholders• advances. 

timated oamings betore depreciation or interest ,rould provide a coTar&ge 

of .3. 0 tir:lea tbe amount required for servicing the two Benk loans. The cOlllpll,IV" 

could withstand a simultaneoua redaction of about 10% 1n C3timated revemea am a 

to:' inereue 1n estimated production cost.a and still mairr.Atn service on the IBRI> 

1.oana. Adequnte dcpreoiation has been provided lD the COllp&J\Y' • !'orecasta , baaed 

on annu.a1 rat of 3j tor buildings ' w ror the paper mill equipnent and s• tar the 

ar plant. 

conamic Justitication 

The mill' a production will replace paper :imports by 22 ,000 tons of naraJrint 

and magnslna papora and should effect a n 1!18.Ti.ng in future pup import of 

6,000 tons. fl:le net torei. excban savings are estimtecl at about Lit. 2.6 

billion ( 4. 2 million) amually. 

'.l'he mill would use ref.P.onal. supplies ot wood and atrmr whioh, in its absence, 

woo.ld have a very lOlr economic ftl.ue. In addition to provid!ng nmr aources ot 

agricultural incam and labor, tho ll1ll wou.ld create about 37S direot employment 

oppo~unities for ind!J.atrial labor. 
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The reviaed SIL project is sound and could fom the basis for an additicmal 

Bank loan oquiva.lent to Lit. 60o m:lll1on, for a tem of 17 yea.rs, imluding a 

grace period of 3 years. 
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S.I.t. 

Construction 

rwerffir .tiowm- J81ll 
J'8&l' ding lune 30 l.9S6 - - m! actiii:J. 

m . Dal.:enco eets 

sets, 
~ plant TS2 7S6 760 76o 760 760 160 

per Ulll b40 2,061 4,297 5,400 5',400 s.wx, 
r. Dopreciation 2.33 273 313 .3,3 S67 1,00~ 1,b8J 

et Fixod Aasets $19 923 2,$08 4,704 S,$93 ~.1$7 4,677 

Cnrrent Asset 383 383 383 500 1,000 1,000 1,000 
1J.ddit1.oml. a.a et.di' S34 1i04S 

Total Aaseta 902 1,306 2,691 5,204 6,S93 6,691 6,722 

ha.%' 0 IJi,tal 648 648 898 1,200 1, 200 1,200 1 , 200 
Shareholders• advanoca 30 266 ~98 1,220 1,no 1, 220 
Surplus 2Sh ,2a h27 526 623 1,016 1,4b6 
IBRil loa.ns 300 1,300 2,700 3,200 3,085 2,8S6 
Fuchobarik lOilmJ ccli.UCt term 180 3~ l?O 

Total Ltabilitiaa I:. ty 902 1,3o6 2,891 s,204 6,5'93 6t691 6,722 
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Ro. 16 

Mr. L. M. Svoboda 
c/o Gram Hotel 
Rome, Italy 

Dear Ladya, 

November 13, 1957 

We have been somewhat delayed with our comments on l'18Xzotto as the 
project met some oppoeition. Siem h8' his doubts about the wisdom of our 
financing this type of ~oject and wanted it discussed further with Wenzell 
and the working party. ·rhis has nov been done and the way cleared to consider 
the project on its merits. 

The case for this project does not appear to be strong enough, either 
from your letter or trom the discussion of the management and market in the 
technical report. It appears that there is a small market for ready-made clothing 
in Italy which, juiging from the experience in other European countries, is likely 
to grow if the prejudice against ready-made clothing can be overcome by manufac­
turers turning out garments of good quality and fit at a reasonable price . 
Marzotto •s experience to date has not been entirely satisfactory, but the owners 
appear to have learned enough to be making !iOney out of their Val.dagno plant at 
last (or have they been making money all the time, in spite of the plant's tech­
nical deficiencies?) and it seems reasonably likely that they can earn a profit 
trom the Salerno plant . 

Your statement that the Valdagno mill "apparently is making money" 
bothers me. Didn 1t the corilpan;y give you the breakdo'Wil you requested or aren ' t 
you convinced? I feel that we have to be able to se:, the mill is making money 
before we can recommend the project. 

You also say "provided sound f inancing is assured" the project can be 
recommended . Hasn't the company agreed to the share-eapital and shareholders • 
advances shovn in the report? 

Siem was also worried about the high broakeven point (about 705') in a 
business which is seasonal, cyclic and highly competitive . It would be better to 
give the percentage of capacity which would just cover the IBRD debt service. 

A 3:1 current ratio seems high to us and will not correct Siem's point 
and might oven harm the compaey's operations . If the project can be accepted we 
would feel that a 2:1 current ratio would be good enough. 



To Mr. Svoboda - 2 - November 13, 1957 

To strengthen the ease for the project, it would seem desirable to 
redraft the sections on management and markets by giving a fuller account of 
the company's difficulties at Valdagno, including, if the7 are available, 
financial r esults in order to show why it seems reasonable to expect that the 
Salerno plant will be eucoess1'ul. 

Attached are suggested redrafts which include some of the information 
given in your letter and which you may havo to modify, if the informati on in­
cluded is not accurate. 

Financial Forecasts 

In view of the riskiness of the proj ect, it would seem desirable to 
be particularly conservative in the financial forecasts. The operating costs 
have been forecast rough]J' proportionally to the rate of operations. Since unit 
costs are like~ to be higher when the operating rate is below capacity than at 
normal capacity, it might be IC.Or e cautious to assume that total operating costs 
for the first three years of operation will be higher than the figures supplied, 
unless the cost f igure supplied for 1962, the first year or capacity operation, 
is a very conservative one . 

Pagel, Para. 1 

Line 4 - Lit. 3.7 billion= 5.96 million 
Line 5 - Lit. 1 .3 billion= $2.os million 

Page 2 - Financing 

Should not the figure on the cost of fixed assets be given in this 
paragraph? 

Line 5 - Lit. 2.1 billion represents 57% of tho investment. 

If the project is to be complete at the end of 1958 why is one third 
ot the loan to be disbursed in 1959? Also in 1959 the increase in fixed assets 
is shown as Lit. 200 million while the loan disbursement is shown as Lit. 400 
million. ISVED1ER can disburse only for fixed assets so a larger proportion of 
the loan sbould be drawn in 1958. 

If only partial operation (70%) is achieved in 1959., it does not seem 
reasonable to charge f'u.11 depreciation for that year especia.111' as equipnent 
installation, or so it appears, will still be taking place. in 1959. 

The more serious question is _that., according to the figures shown, the 
plant will be fully depreciated before our loan is paid off. Also while a .3-year 
grace period is r ecommended in the text, the forecasts show a )§--year grace per iod. 
For a 3-year grace period, one-half' of the total annual payment would be du.e i!1 
196o. However it might be well to make it onlJ' 2-i' years so that the full payment 
would come in 1960. It would be well also to shorten the aJDOrtization period by 
at least one., or perhaps better two years, so that the loan will be paid off be.fore 
the plant is fully depreciated. 



To Mr. Svoboda - 3 - November 13, 1957 

There are a number 0£ inconsistencies in the Letter of .Agreement. 

1) Parao 4 - net current assets to be increased to IJ.t. 2.1 billion during 
second operating year . However, balance sheet shows this to 
be third year. 

2) Para. 6(D) I - net current assets not to be less than Lit . 2.1 billion 
after project complation. 

The following suggested paragraphs will make the letter conform to 
the balance sheet but you will have to let us know if they conform to your inten­
tions: 

1) Para • .3 - 4th line - after 11 ••• • units per year" insert "when operating on a 
one shift basis" 

2) Para. 3 - to follow proforma balance sheet - "we have explained to you that 
some sections of the plant will be in partial operation t efore the 
project is completed" • 

.3) Para . 4 - second sentence - "We have explained that by the end of the third 
year of operation of the project, the net current assets reqUJ.re­
ments will have increased to an estimated Lit. 2,100,000,000. The 
increase in net current assets from Lit. 1,200,000,000 on project 
completion to Lit. 2,100,000,000 during the third operating year 
will be provided from. any one or a combination or any of the 
folloM,ring sources: additional share capital, shareholders' advances, 
retained earnings or depreciation accruals". 

4) Para. 6A- "except as the Bank, the Cassa and ISVEIMER shall otherwise agree, 
on completion of the project, the share capital of the Company shal.l 
be at least Lit. 950, 000,000 paid in as required, and shareholders' 
advances will total at least the difference between Lit. 1, 850,000, 000 
and paid in share capital. 

The share capital of the compaey shall be increased as follows 
during the first three operating years: 

(a) to Lit. 1,100, 000, 000 paid in as required during the 
second operating year; 

(b) to Lit . 1,500,000,000 paid in as required during the 
third operating year. " 

5) Para. D - "The undersigned will not, without approval of the Cassa and ISVEIMER, 
pay dividems or make 8JJY other pa;yments to shareholders or adopt arq 
policy if such payments or policy will r esult in or envisage, 

I . the ratio of current assets to current liabilities 
being leas, at 8Izy' tiI:le, than 2:1(?) . 

II. the excess of current assets over current liabilities 
being less: 

a . than Lit. 1,200,000, 000 on complet ion of 
the project; 

b . than Lit . 1 , 500, 000, 000 at the end of the 
s econd operat ing year; 



To Mr. Svoboda - 4- November 13, 1957 

o. at~ tilile after the end of the third 
operating year, than Lit. 2,100,000,000. 11 

The way is still not clear how the letters are to be handled. I would 
like you to give the letters to the companies and ask them to sign and return them 
to the Cassa within a specified time, sa7 two or three weeks. lbwevcr, Area is 
reluctant to ask that they te s i gned before tho final allocation is made to the 
sectors of industry, power and irrigati on. 

For the moment, all I can suggest is that you give us the reTised reports 
and letters as quickly as you can and \.1111 do our best to get you home soon. 

We'll get over CMI tomorrow I hope . On SIL what is meant by "an adjust­
ment of the interest rate and grace period of the f i rst loan••• •• • • ••••• would be 
appropriate?" The grace period may be changed but J don 't see how the interest 
rate will be affected. 

Best regards, 

wlft:trong 
JArll8t rongipgn 

c . c.-Uossr s . Bateson, Collier and Street 



ftNCLOSURE 

Management 

.la.nifattura Lane G. Marzotto & Figli .bas operated a ready-made clothing 
plant at Valdagno for three years as part of their textile manufacturing activi­
ties there. Although the plant, like the com.~'s other textile operations, baa 
not been entir~ successful in the past ••••• years, there has been a steady im­
provement in the plant I s r esults . Production has increased from • • • • • uni ta in 
•••••••• to ••••• units in • ••••.•• , and the company 1s operating losses of •••••••• 
and ••••••••••• respective~ in • ••••••• and • ••••••• wer e converted into a net 
profit of ••••••••••••• in •••••••• The improvement in its operating results 
appears to be due to the correction of deficiencies in production techniques and 
sales methods revealed in the first year s of operation. The company has now en­
gaged a new manager for the Vald.agno plant who has had exper ience with other firms 
in the industry, and the prospect of continued successful operation seems good . 

The company's experience at Valdagno should be very. helpful to it in 
setting up and operating the Salerno plant, for which i t is now hiring additional 
personnel. The Valdagno management can provide expert e.dvice for the solution of 
er,y technical er sales probl e!DS tl at arise at the Salerno plant. 

Marketa 

The ready-made clothing induatry is just beginning to be established 1n 
ItaJJ-. Statistics on sales are not complr>te but production of ready-made garments 
amounted to about tw million units in 1956, including trousers and children 's 
clothing. Available statistics indicate that this represented about 20~ of the 
total number of garments in Italy, where most garments are still produced to order 
by individual tailors or very small concerns . About 14% of the r eady-made garments 
produced wer e exported . 

In other European countries, such as France, Belgium, Germaey, Norway 
and the u.,., about 80% of all garments produced are ready made. In spite of the 
fact that there is still a prejudice against ready-made garments in I t aly, Marzotto 
beli eves that the market can be expanded there as elsewhere in Europe provided that 
the garments are of good quality and sold at reasonable prices, and that a sound 
sales organization is built up. Although .tarzotto 's financial forecasts for the 
Salerno plant are based on the as~tion that it will produce medium-quality 
clothing, the compaey intellds to maintain considerable flexibility in operations, 
so that it can meet market demand with respect to quality and price • 

./ 
Marzotto expects to sell i ts garments through agents operating on a 

commission basis. It has arrangeJllents with some such agents already . If necessary, 
the company will also market its output through its own stores. Success will depend 
to a considerable extent on the effecti veness of the sales organization, but the 
satisfactory results that the company is now obtaining at Valdagno suggest that it 
can work out a good distribution system for a larger output . 

Through its existing export. sal es organization, ifarzotto expeota t o 
develop the export market further , and to dispose of about 20% of the Salerno 
pla.nt•s output abroad. The company recogn!.zes the importanc" of aggressive sales 
activity in this f ield, too, and is studying tho market and distribution methods 
int ensive~ . 
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INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

WAS HINGTON 2 5 . 0 . C . 

Grand Hotel 
uo. 1S Rome , llovember 12 , 19S7 

lJr . Ifu. eh B. Ri prnan 
Chief , Industrv Division 
8epartment of Technical Op~rations 
International Bank for ~econstruction 

and Development 
Washinc;ton , J. C. 

Dear Hugh , 
1,/" 

I rave received today Nalt 1 s letter No . 1S and your cable !iO. 15 of Tovember 
7 cor cernin~ comments on the SINCAT and TRINACRIA projects . 

lib.closed are the following documents : 

1) Second drafts of Letters of Intertion for the SI"CAT and TWJACRIA projects; 

2) Revised tables of Financial Forecasts and rPvised pages 3 and 4 of the 
SI"CAT reoort; 

3) Project Descriptions for the followin~ industrial projects : A~CD, SIL, 
Trm.rACQift , Hontecatini Potc?sh , sprcrr , i:arzotto , CMI , cc,1,;;, Montecatini 
Aluminum, Tajani. All tbese drafts have ber.>n reviewed bv the lawvers 
and cl iared vn.th the ·. or king Party. 

Some explanations regarding the above follcnv: 

sr·cAT - The second draft fottc r of Intention incoroorates all editorial chan,..es 
sug-:,,ested , except for the oro-forma balance sheet . It is rc'ther difficult to 
provide the proposed break dovm of the balance sheet into the first and second 
project for some of its items , such as surnlus , and "additional assets" . I am 
therefore s· ~cestin,., a somerhat simnlified "orm , givinP. the break do-rn for the 
fixed assets and ~orking caryital onlv 8nd stating all otter itnms in totals , 
thereby lPavino the Comoany a certain amount of flexibility in the distribution 
of Il3lU) loan funds and of own capit..,l and advr1nces bet1'TPen the tvTo orO,jPcts . 
I also enclose the requested full break down o" t!~e balance sh"~t , using arbitrary 
f:::..rrures for some of Ue items n.enti0ned above. Should vou orefer tris latter alter­
native, I would still heve to aa,ree with the Comoany on the final figures for these 
items . 

ConcerrinP' the financial forecast , we have agreed to uuward evise srr!T ' s 
depreciation figures , to bring them in line wi. th the more conservative rates 
used by Hontecatini and rn 'ACPIJ . I have revised the firancial forecasts and 
respective text in the renort accoriingly. I , 

As regards your cuostion concerni ril'Y 'T'a:lces II ca'Oi tali zed" shown in the "7arrin~s 
Forecast , this is a t,pinc:; error wl ich has sliDood my attention , it should be 
Taxes "carried over" as indicc>ted by footnote . Thank you for cetcr inf, up with it . 

Tfil\T/'Cq[J - , e have changed the DrDft Letter of Intention for all your editorial 
corur,ents and have eliminated the orovision for an accelerated depreciation of the 
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ex:pl or ation and r esearch CXPendi.t1res on tte project s t ~ted as Lit . 600 milliono 
This Drovision TTe have agl'eed on '17it}, the Comoany in view of Hr. Barr' s and 
~uardo 1s doubts as to v•hether it was aouropriate to charge trose expenditures 
to the oro j ect , ttereby imposine o~ it an additional financial burden not 
carried bv tre comnetition (1.~oTJ.tecatini) . · e expressed to tl e Company our 
concern over this situation , whereupon they volunteered to write off these 
costs over a five vear ')eriod, provided tl·ey obtair. an imicrease in the loan 
from the Lit . 3.5 billion origi~ally proposed, to Lit. 3. 75 billi on. 1:'e felt 
t hat this was a sound proposal •:rhich .-rould streni:sthen the comoany1 s finances , 
and agreed to submit it to the Bank. 'le did not elaborate , ~hether or not , 
this provision should be incorporated in the lettor of intentions . 

As regards further orocedures we have discussed this matter --d.th Sid ''Tho is 
reoortinf today to his deDertment the status of tre nission ' s work (cooy enclosed 
wi th my letter Po . 14 sent this morning) : all drafts of the legal documents 
concerning the loan will be f i nished before the end of t his week and there is 
enough flexibilit y bet ween and among the three sectors to wor k out a tentative 
all ocation of i'un<Js ,vit hin t he pr oposed total of $75 million, subject to final 
approval by Washington. Whil e t hus t he total for the industria l sector will 
not be know befor e a l l projects have been a pproved by TOD , this need not del av 
my meetings with the comuanies on the lett er s of i ntentions ,nr ovided final 
clear ance by the Bank can be obtained as soon as t he revised re""orts have been 
received in -:-rashington. 

'ith best re~ards . 

Encls . 

P.S . 

Yours , 

La.dislav Svoboda 

/ ~ 
Concerning your ai'estion~uroductfon costs i n Europe of potassium sulfate 
etc . (Cable No . 15) we are still collecting certain supplemPntarv data 
which should be ready before "'.duardo 1s departure on 11.rovember 14. 

~\ 'J 
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Reconstruction and elopi:ient 
1818 H Street N. • 
Wuhington, D.C. 

Cent!: ens 

.laaeta 

{l} !his l.cttcr will confirm certain u leratandings which havo b reached 
between representatives of the Intemo.t1cnal Bank for Reconstruction and tevelop­
ment (horoinafter reterred to aa the Bmlk) tile Caasa per Op re StraordiMrie di 
Pu.bbli.co Interesae nell•Italia llerJ.dionale (1~he Cassa), Istituto aionale per 11 
f:1.nanaiamento alle Induatrie in S1o1Ua (IRF)rs), and SINCAT • 

( 2} You have i ntormed us that t Bank jls considering a loan to the Oaasa 
and that part ot that loan will be specit.1.oallly allocated for lo tor various 
industrial undertakinga, 1n the ar of the C.~aa• s CCIIII»tence. 

(3) e have proposed t r.at there ehou.ld l~• provided out ot tb9 proceeds 
ot the loan, additional financing tarm.rda a 1~ropoeed expansion of our oject 
(he 1nattor called the Fit'st Project) 11hich un~r Loan ~o. 117..;.rr baa received 
.tinancing in tho amount of tit. 3,600,ooo,~ • The tint Project , to et>natl'\lct 
and operate at Augusta (Priolo}, S1ci1y, a t••rtilizer plant 'With a pro~t1on 
capacity ot 100,000 tons per y r of druble ai.nd triple compound fertDJ.sers , ia 
cocpected to be completed by tho end ot 1958. The ezpansion pro (horeinafter 
called the Second Piojoct) would provide, (aJ~ tor the construction and operation 
at AU£11Sta (Priolo} (l) additional fa.cilltie•, for tbe prou tJ.on ot 200, 000 tons 
per year of compound fertilisers (300 ,000 to 1s in t otal} includins .a sul.furio 
acid plant with c.n annual capacity 170,000 tna , a nitric acid plant with an 
ann,al. capacity ot 10,000 tona, an anhydrous ammonia plant with an annnaJ capam,ty 
ot J6,000 tons, and facW.tioa £or the prociu••tion of ammonium sulfateJ (2) faci• . 
litiea for the annual production ot $,000 toa ot CCUDtic soda and 4,SOO tone of 
ohlorln• rd the JJBnutaet-.ire of chlorine derJ(vativ BJ {b) far t opening and 
opeation ot a potaeh ore mine at t.. ti na, i c~, and tion and op• tion 
of a plant at Augusta (Priolo) for the proceaJsing of abou.t 130, 000 tons atllUAll.:ey 
of potash oro and the ma.n.utacture of potasai•IDl aultate 1md Schoenite. 

We havo informed you that the pro fd1 balance sbe t or the OOJ:!Zp8.J2T on 
co:mplotion of the two project would be ea ttfllowo t 

Liabiliti es 

rized asset.a, Capital Lit, S,000,000,000 
1st projoot IJ.t. 7,;00,000,000 Sbarebolck1ra • advancee 8, 200,000,000 
2nd project, 16, 000,000, 000 SUrplua 1,0,000,000 

tease Depreoiation 2,lhS,000,000 mRD u,an 117 rr 3 ,6oo ,000 ,000 
21,35,,000,000 Less Amortd.cation 718 ,000,000 

Bet Current Aaaetss 
Total outartail:lng 2,882,000,000 1st Projoct 700,000,000 

2nd projoat 1,100,000,000 IBRD 2nd l.oan 8,000,000,000 
!dditioml. Assets 1,077,000,000 

'l'otal Assets Llt. ~ ,232,000,000 Total Liabilitiea Lit. ~,2.32,000,000 

(h.) The cost of tbe first project ahoul~l be considered u Ltt. 7 ,5oo,OOO,OOO 
tor fixed aaaet.a and Lit, 700,000,000 tor n 1t current assets. The cost ot the 
SGCond project should bo considered as Lit. ~ ,000, 0CX>.OOO tor .fixed asseta and 
Lit.1,100,000,000 tor net current aseai, . 
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(S) •• have bem informed tblt it th11 proposed loan ahollld be nade, it 
would be m.de to the Com.pal'lT by IRFIS, t,0 whicb tho Cassa would lend a 
portion or the Bank• e loan rar the pirpcise. You have said tba t bet ore you 
eould ~ pl"OV'e .favorable conaidoration 1'3' the Cuea or IRFIS ot the propoaed 
loan l'Dll 110uld require certain undertald.np from the CompallT with reapeot to 
aha.re capital, worldng ear:>ital. and ehaNlholdera • advances. 

(6) The usurancea and umertacinge 11hich you bave requested, to be etteotive 
whtle any part or the mating loan to 1,he Company uni~ wsn flo . 11?-l'l or 
ot the proposed loan to the Company will. be outstanding t are that valid arrange­
ments 1l'iU be mde, under Yhi.cha 

A. ept ae the Benk, the Cassa and I 'IS eball otl:erwiae agr , the 
share capital or th& Company shall bu at least , ,000,000,000 Lire paid 
in aa required and eharellolden' ach1P10es, on completion ot the project , 
eball total at least tba ditrerence ltetlreen Lit . l.3 ,200,000,000 and paid 
i.n a hare ca pit.al. 

B. U the completion of the project or jlta eucoes1tul operation 1a h1ndered 
or delayed or 111 three.tenet! 111th himlrance or dcilay beca.uso the t\u1da 
avall.able are inadequate to enaure i 1~e completion and tho proVision ot tbe 
necessary working ca.pit.al., prcapt an~ents shall be ma.do in accordance 
with a f"in81'leial plan approved by IRJris to provide the necessary cttmda aa 
and when they- are rectuired. 

c. Shareholders' acmmcea provided undoJ~ subP8"-grapbs A or B: 

I . Shall. not bo W!l. thdran J 

Ir. Shall in all rospocts be eultordinated to all debts 
or the C<'8p8117J and 

In. Interest or a1'Y other ramuuaration ub&l.l be payable 
and paid thereon -0nly out ot not profita and onl,7 
to the extent that divid~• would be payable thereon 
it au.ch sba:reholdcra • advanites had or1g1nally' been 
paid in aa a hare capital J 

D. The und8l"8ignod will not, 1'd. thouth tlb.e approval. ot the Cassa and 
IRFIS, pay dividends or make mv otbtr pa}'Dlonta to •bareboldera, 
or adopt any policy-, 1'1'hich would re&1ut in, or aiviaage1 

I . The ratio ot current assets to current liabilities 
to be less, at 8JlT time, tbAl.n 211 

II. The acess or current ~sa~• over curnat liabil1~iee 
to be least at &UT time, &fit.er completion or tha project, 
than 1 , 800,000,000 l1ri. 

(7) For the purpose ot tho preceding ~graph we have &grQed that 
uO\lrrent assets• should be considered aJ• caah and UBvts readily' colff'erl1.ble 
to cub and a11 other aasets, which wOU:ld 1d. thin one year 1n the ordinar., 
course or the Company• e busineaa be c0t1,erted into cub or assets roadily' 
convertible into cuh, md that "e11rrenl; liabilities" ehoul.d be conaiderad 
u payable or could be ~alled for payment it th!ii one yer. 
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(8 ) The undersigned l1ereby gives you tbie assurances and undortakings •~ 
forth in paragraph (6) above to be e!teoti.ve and to supersede the assurances 
and undcrtak.tnga given in Oilr letter to ~ 111 dated 12, 19,5 on tho condition 
that IRFlS agrees to o.n additional loan to the Company tor the abave­
mentioned pu.rpoa in the apprax:1.mate amournt ot Lit. 8, 000,000,000, thereby 
increasing the total am:,unt of financing Cft the projects by IRFIS to Lit. 
!ll.,6oo,ooo,ooo. 

(9) It is understood tm.t 'tho term and( oonditiona of an:r such loan will 
be set torth in en O.&l"eemant to be negot1a,tod and entered into between the 
unde rsign d and IRFIS and tmt the Stibsta.r,c e ot the assurances and undertakings 
givan in this letto.r will be incorporatod therein. 

Youra truly, 

SD?CAT 
Soci.eta Oatane1e s~p • 



8:U:CA! 
Financial Forcacaste 

(flliion rlro) 

Conetruotion 
11.le&l year ending Dec • .31 a>1 196~ um - - -
I . Daminr,s Statcmcmb 

ProdiicUon (I of c acity) 26.S 33.S 6o 8o 90 100 

Operatit1G coots 3,682 

(l.82'i!/ (290) 
207 

4,378 

(41.0) 
196 
300 
35 

7,67> 9,hS7 10,?hO 11•970 
Intorest IBRD loans 

capitalised 

Depreciation 
~ 

Total Coots 
)let Bal 
et Im after taxoa 

et Ino j ot alul.N 
capital end eholders• 

(sa# 
2
~ 

.. 

4,104 
lulo4 -

711 
1,910 

100 

6S2 
1,910 

100 

lu 889 10,114 12,178 JJ,402 
L.,889 10,26h lJ,3.38 14,702 

- 150 1 ,160 1,300 -

'S88 
1,910 

'lDO 

adYenc 9.9 u .6 

n. so;.:: and ApJ?Ucation ot 

et Incoma beforo interest 
Deproc:1nt1on accrual.e 
8bar C ital 
Shareholders ' dva:nc 
IBRD 1st. loan 

2nd lba.n 

201 
1,304 

1JS 

1,799 
1,496 
2,S8> 

207 
200 

3,000 
586 
300 

3,500 

196 819 
300 1.616 

3,333 1,481 

3p300 1,200 

1,671 1,952 
1,910 1,910 

2,120 
1,910 

Fixed sots fm projec\ 

2,220 , ,680 1. 791 ?,129 5.20$ ~! ~ 3,862 k•030 
9SO 6,06o 6,190 2,000 

2,220 4,690 3SO lat project. ·--~c and Pironcial 
240 340 L60 

2,220 S,880 6, 7SO 6 ,6SO 2,000 

Jiet Cur t AaH !J' 
mm ibt orvico 1st loan ~ ·J 

2nd loan i!./ 
W,ldditionaJ. As at,sU 

Total lPPP,catione 2, 220 5,080 

700 
343 

7,793 

479 

7,129 

1,100 
478 
$)() 

1,0TI 

%,205 

478 
1,126 
2,rn 
3, 781 

479 
1,126 
2,227 

'J:flff 

.w=cU.ng ~ wc:r !l"Olll 1956 · J.omol u.i. 3. 6 billion t S-3/4« tor 13 years including 3 Yeart erace per10d 
}/ Aa8\11111.ng loon Lit.8. o billion at .,. for lJ , inoluding 3 grace perl.od 
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Oonstruotion ~erat1ons 
Fiecal ending Doc.31 1956 1957 1958 l959 196b 1961 1962 !fil ( e.a'tua'l) - - - - - -
m . Balance Sheet& 

Fixed Assota 2,220 s .100 14,8$0 21,$00 C,Soo 23,SOO 23,500 23,SOO 
Lees prooia.tion 200 soo 2,145 4,oSS S,96S 7,87S 

Bet Pixed A sets 2,220 8,100 14,6So 21,000 21,)55 19,445 17,S3S 1S,62S 

n Current Aeaeta 700 700 1 ,800 1,800 1,800 1,800 
"J.dditionaJ. Aaaet..an 11077 .3,25h S,5ll 7,938 

Total Assets 2,i20 8,100 15,350 21,700 24,232 24,h99 24,846 2ar)§' 
Share Capital 201 i,ooo 5,000 S,ooo S,ooo 5,000 S,ooo s.ooo 
Smroholdet'et <fflUlCel 1,304 2,800 3,386 6,719 8,200 8,200 6,200 8,200 
SUrplus lSO 1,310 2,6.10 4,142 
IBRD lat l 7lS 3,300, 3,b64 3,l.81 2,882 2,565 2,229 1,874 

2nd loan l},)00 6,800 8,000.: 7,h24 6,807 6,147 

Total Uabilit1es and 
q1.1i't7 2,220 81100 15,3SO 21, 700 241232 21.a,1199 24,846 251363 



SINCA'l 

Financial POaition 
on Ocaplotion 0£ Pro joct 

lat Pl"oject 

Fixed Assat;a 7,>00 

r.sa Deproeiation 1,025 

Net Fixed .loseta 6,4?S 
Jet Current Aeeets 100 

tt.Addit1onal Aas.ta y07 
Total Aeaete 1, 582 

Capital 2,000 

ShoreholdOl'S • adnncas 2,6oo 

SUrp1ua 100 

:tmm lotwr 3,600 

Jma• imcn,tisat.1.on 718 

Total outeta..-idng 2,882 

Total. Uabili tiee 7,$82 

2nd Project Total. 

16.000 23,500 

1.120 2,lhS 

14,680 2l,3SS 

1,100 1,800 

670 1,071 
16, b.50 2h,232 

===== 
:hOOO , ,ooo 
S,600 8,200 

So ]$0 . 

8, 000 ll·tOOO 

718 

8,000 10,882 

16,650 2h,232 
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Financma 
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1'he co t of th projoct mol.udin 1nt tita u 
Lit. l6,o bllllcn and •orld.ne capt GS Lit. 1 .1 b1111on. 1'he 
total irivestamt, inoluding tho flrat of th proj ct, nos der co atru.ct1on, 
(tert.Uher plant) 18 t d Lit. 2.). J bd.lllon inelndin L1.t. 1.8 b1J11on 
for 1rork1ng pltal. It uld f c follalraa (bllli lire) 

S ro C ital 
Sharoholdars • ncmm, 
IBRD 1 

1st project 
2nd joct 

li'inanc10l. to a.ate of tho COlXa:,arJLT 
Cial C diti 

lat part 2nd 

2.0 J.o 
2.6 S.6 
J .6 .l> - .~ - -

. 2 7.1 - -
(Id J lion l.lre) 

• 31 
19$8 

1,$00 7,Soo 
7,3So 16,000 

14.8$0 PJ,$00 
200 2,116 

14,6SO 21,3SS 

TOO 1,8 
l!OZl 

JS,3SO !4,232 

s,000 5,000 
3,386 ,200 

1$0 
3,464 2,862 
3,SOO 8,,000 

lS,3$0 2h,232 

1Ji nnox 2. A latter 
le attach u Annex J~ 

s.o 
8. 2 

11.6 o.s -
2). ) -
ond 

Deo. 31 
1.96.J 

1,$00 
16,000 
23,SOO 
7,8~ 

1$,62S 

1,800 
7,918 

25,363 

S,ooo 
8,~ 
4,142 
1,674 
6f!t7 

2$,363 
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Based on consernt1ve eatima ot operational. coats and as a a cra,du8l 
reduction in present sales pric of about ~' S1ncat cxpecta to break nan 
in tho tint, two an ot part,iol operations, a:td subsoquently to ahoiran annual 
net 1ncom tncrouina from at. lSO mSlUon in 1960 to Lit. 1,;.32 mJJJ.on in 
196.3. den all tac111t1 planned to be in noisl opwationa. 1'h1a latter 
tlBUre would represent a bout 9-1/21., O! net ealee tmd 11-112$ on s capital 
and oharoholdera• advana • 

i'he debt aenico cove111go troul.d be about 2.s timos. '.Ibo co,mmmv 
abl to auatain a 8% deal1na in ftJ'l'enu d a aitmlt.a."lu>ua 8 
ua1~ling costs and atUl maintain aenice on tho mRD loans. 

Economt.c Juatit'ica'tion 

Sicily oftara cre,.t natuml ad9'antaa ~or the procluct1on of chem1cale, 
es_pec1.ally .tert.illzcre, inclllding •-1de looat.tona and local l'I t.cr1ala 
such aa GUlplmr, potash salts, rock salt, oil and , etc .. end its vicin1.t7 
to tlle la~ phoaphat rock deposits of Horth Atr1oa. The delivorod price of 
tertiltzera to consumet,, should b at least 1~ lorrlor than that of present 
p,..rclasee tro:m nort m Ital1an pl.ante. 

Conclusions and nee ndations 

Tho cpand.ed S1nca.t project 1e Wl<l aid could tors th baeia :tor a aocond 
Bank loan eqnivelent to Lit. 8. o b11Uon (812. 8 aUlion) e:xcludlng interest 
during canatr11ct1on. £or th term or 13 including 3 rs e period. 



TRJN.lCRil 
J>a.tt letter of repraentat ion 

Intern tional Dank tor 
Reconstruction and I)c;welopment 

J.818 H Street .w • 
Washington, D.C. 

Gentlemen, 

(l} fide will con.t.Lm eerta.in understandings reached during recent. 
d1scuesione between repreaenta.tive of the International J3£nk for Reconatl'\lction 
and Developnent (hcroinaftor r ! n-ed to u the Bank) , the C88sa per Opere 
Straordl.nario di FU.bbllco Interes e nall.'Italia Ueridicnale (tho caaaa>, Iatituto 

gionale per U Finam1atiento al.lo InduatJ"ie in Sioili& (IRPIS) and Sal1 
dci TRnlACRIA s.p • ' 1'mO (the Camp&117). 

(2) You have intomed us that the Bank 1a considerinn a loan to tbe Caaaa 
and tbat part of tba.t loan l'dl.l be spocit1oally allocated for loans tor variOlla 
indastriol undartakinp in the aroa ot' tho CauuJa•a o !)etome. 

(.3) e have proposed that there ehould be !ins.need Ollt ot the proceeds 
ot the lae.n our project t.o open and operate a mine t or the eztraotion ot pot.uh 
or , and to construct and operate near the totm ot Calesc1botta, Sicib', a plant 
for the p:n>cessin; of S60,000 tor..c ot potash are par and the i:wm.tacture 
ot "Kal1magnoai&11 am potasaium eulfat • e have intarmed you. that the pro 
forma ool.ence sheet of th Company, on completion of the pro joet ould be u 
folloms1 

Fixed Asset;& 
Jlet Current Assets 

Lit. 7,600.ooo,ooo 
300,000,000 

Share Cap ital 
Shan,holdere • 

advances 
IBRD loan 

Lit. 3 ,000,000,000 

1,1So,ooo,ooo 
3,7S0,000,000 

Lit. 7,900,000,000 

(4) e .!'.ave explained to 10\l that during the first two years ot operatialS 
not ourrent asGeta roquir t u Will increaee to Lit. 600, 000, 000. 1he 
inc.roaae ot L1t • .300, 000, 0001"ill be proyided from eamings and depreciation 
accruals during these years or thrcul#l additional adYancee b7 the ehareholden. 

(S) lie have been informed tlm.t if the propoaed loan should bo made, it 
W1ll be made to tho COl%lp8l\V' by IRFI.S, to which the Cassa 10uld lend a portion 
of the Bmlk'e loan for the pl pose. You have aaid that bef'ont u could 
appl'OVe favorable consideration by the Ouaa or IR'FlS of the proposed loan 
you would roqu.ir s (a) the e~etion ot taro additional boreholes contiming, 
to the a;atiafa.ction of the &lnk, the Cassa and IRY.IS, the sistm1Ce ot ade­
quate resOl'"V'es or potash ore in our Camilo propert.1esJ and (b) certain 
undertakinc tram the Cc:apall7 with respect to sh.are capital , worldna C4pital 
and shareholders• actvanc • 

(6) The uc-t.U'ances and undartakings which 30u have roquestod, to be 
etfeotive while any- pert, of the loan to tha coopany ld.ll be outstanding, are 
tbnt v lid arrangement, b de, under imicht 

A. ept u the Bank, tho Cassa and IRFIS ehall otherwise 
agree, thee~ capital of the C~y aball be at least 
Lit.3 ,000,000,000 paid ln as requirod, end share.holden,• 
advanoea, on campl.etion of tho plant, will total the 
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IHDtTSTRIAL PROJOO'l'S 

A.B.c.n. - Polyl,thylene and Speoial Cements Project 

Novanber 12 • 1957 

This oject eonaiets of a plont at F.a.guee. t.o be constl"Ucted, awned end 
operated by A.n.c.n. (Aei'alti, Bi.tum. Cement! a Derlvat1, s.p.&. ) to promce 
annu.a..Uy about, 30,000 toM or ~ l.al oemcnt8 and 10,000 tons ot ~11'etb~ene 
with !ae1lit1es tor procesrring 700 tone of ONde oil per day am to genemte 
about r,o million k'lfh or electric power per ,. ... 

s.r.L. - Ii sprint and Uagadne Paper Project 

This Project consists ot a pap~ m1ll nonr Aveszano to be constructed, 
owned nnd opcmtcd by s . I.L. (Societi ldroelettrica tiri) to produce about 
30, 000 tons ot nenprint, gu:1n and fine and dediwa types of per per year. 
Tho plant will have a grounctKood mill, producing 12,000 tons ot woodp.llp pc.r 
yoa.r, and otraw pilp mill produ.eing 6,000 tone ot bleached pilp pe,, year. 
Tho oqitipmcrnt of tho pl.tult 1fill include an e1octrolysis pl.a'\ t for the production 
of chlorine and cauatio soda, and a amall theimal plont prodUe:Lng proceu eteam 
&nd pG.1't of the required. po!"fer. The rest or the powrer roquir t ot the Project, 

11111 b supplied by an mating hydro-el.a:trlo plant, owned bT S ,.I .L. 

TRmACRIA - l'Otaeh Fertiliser Pl-o,rot 

This Project oansiata ot a nine to be op Gd and worked. and o. plant to 
be ccnatruct.ed end operated, at Cala.acibetta by Sall Potasaici Mmel'ia s . p.A. 
to min_. and pr<>cGBa annually about. 560,000 tOIUS of pota.,h ore into potash 
tertillsere -«1th a ~o content of 47,000 tona. 

m TECA11m1 - Potash Fertil1tSer Pr03ect 

Thia Project oona1sta of a mine at Barraditalco to be opened and worked, 
a proc sing plant at Csmpoframo to be conatruotod and opoi'fttod, and a rop~7 
t:>etwoen these two p0ints to be fmtallod and c>pO!'Sted by ntecat1n1, Soc1eta: 
Oenerale per l•Indilstria 15.nc-.raria o Ch:i.mica s~p.A,. to mine, tranapo~ and • 
procesa armuall.7 about 840, 000 torus of potash oro into potaeh fcrtilleara with 
a JCaO content of 6$ ,000 tons. 

SINCAT • Fe!'t111eoi- and Chlor:1.netoeao.stio Project, 

Thi Projcot con~iats of a comolex f'ertilber and a cblorl.ne-cauatio soda. 
plant ft Priolo near Augusta, to be c:onetru.cted, Olmod and oporatod by SINCAT, 
Soc1.U Induatri.al.e Catanese, s~ ~ to ~ce .300,000 tons of compls terti­
lizom, S,ooo tons of' caustic soda and h,)00 tone ot chlorine pe:r year. The 
Project alao includoe the construction or enlargement. ot plam; .toi- the annual. 
production of 110,000 tone of au.1.pblrio acid, 70.000 torus of nitric aoidt 12,000 
tons or pbo&pborio acid and 36.000 tons of anhydrous amoonia to be used in the 
1113nUfacture of tbe complc tert1li~G1'8 .· The ca:::ipan:, will mine and process 
annn~ J.30•000 tonrs of potaeh ore to obtain sbhoem.te and potaa81.um sulphate 
with a JCa() content o.t 14,000 tons·. Facllitieo tor the ~.iotion of .monium 
eulphate and cl !.orine derivatives iw1ll nlso b\l installed!l}, 

m m:o'l'TO - Roa~de Clothing Project 

This Pl'Ojeot consists or a plant at, Salemo to be coMtruoted,, owned and 
ooeratod by Uanotto Sud S.p . • , to produoo annually about 290,000 units ot 
roac\v t-o wear clothing. 



Nov. 12, 19S7 

o.u.r. - Electrolytic Till Plate Project 

!1'h1s Projeot consista ot Ule installation and opei-ation of an electrolytic 
tin plate line at an exist:ing plant at Waples owned and operated b;r cantieri 
'l\Jtallurgici Italiam. to produce anriu.all.7 about 24,000 torus of clectro]¥tica1l)" 
tinned plates. 

C<lU~ • m.eatrio Household Appliances Project -
Thie PrOject consiata of the modern1u.t1on and e:xpa.naion of a pl.ant at 

•plea mmed by Compacnia Japolltana EJ.Gtttrici , ·to prodUoe abo.1t 50, 000 
re.frigcratore and 3b;OOO water heaters per year. 

m·TEDATINI .. Al,mhxum Projc,ct 

This Project consists ot an cJ.um.ina recmction plant at cr0tone to be 
oonstrocted, owned and operated by t:ontaa.tA.ni Sooiota General.a por l •Indl.letriA 
ltt.noraria e Ohimica s .p.A. to promce about 10,000 tons or alum.num p<r ,.ear. 

'!!AJANI • f1ectr1c and Telephone Cablee 

This Project cma1sta ot a plant at .lnagm., near Rome, to be conatructed 
Olll'led and operated by 1.ng, o. Tajani cart s.,..a. to produce 1,200 kiloeteten 
ot eleotrlc and 480 kilometers Qf tele,phone cable& per YO&'f'e . 
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Dec>r ;'ike , 

- Th"rk you for your letter ~ra . 2 of :Tovember 7 .. 

fil.S",/Ortr, l eo arriYol O:rl TnPr:d":r ,~~st ':Tel"k ··,as, I tl·ink, T\."l.rti~11l"-rly ti':l.el7r. 
Siric<> hP h2s heen hP-re -vre have drafted lo~n , guarantee and pro.iect agreerents 
which :e are in t}-,e :::->races::: of cJ carin13 with the Casso.. ·•·c hory~ to h2.ve the 
Cassa I s acre~,.,ent on these tc~·-':.s before r.J 1 suorth le:>ves here on Thu,..sday 

11 OVPJTiber lho 

I o.m sorry if 2.nyone in tl:e Banl· ·'-l1inks th2t <'::-t"lrtl inc ,·;e arc, doin,.., here 
Tlonld in any way II inhibit con:,lete freedom on +r .. "3milc ' s onrt to approve or 
disapprove an:r of the projects being considered. 11 

':That vre ht.vn told the Cassa is that tbese arP th!? r0jects wl ich the ""lif'-::ion 
,·rouJ.d recomriend to the Ban1

,;: for consi0eratirm. hile we -··0"'.lJ d hope ard aven 
~.'ect to obtain the TI~ >i1{ 1 s ao~ rov~l for the nroj~cts tl1at 1"0 ··0uld r"'C0;11J .. cnd , 

'!"e "'0 re not , in eivinrr tl <:. C:essa this iriformation , bindin'? the Rc.nl{ in any •·r2v 
to t}-,e acceptance of 011r recommend.,tions. To save tim"' and the necessit.,., o:' 
a>1other tri? to Itabr, Yr!? •w·1l!lcl 6'!"'"!1 .:..gree .. · th the Cas.sa on the text of t~e 
riocum.:,nts; <>11 , of' cour::r>, 'lri refer0ndum to the B2nl::. As this is the t:hird 
t,j ~c thr0u~h this sc1't of' 0:ricr.::.+,ion ·•e do not antidp2.te tr·~t 1"1w.ny changes in 
the tc:n:ts wiJ.1. subsequently be nP.cessarr. 

'.'lh.?t we arc to.H·i11'? ::1.boat with the Cn.ssa at. the mor~"'nt ir a lo3.n of ':.75 
mil lion made '.1!) as fol:.i..O'.TS : 

7 industr::al nrojects 
2 power projects 
l irrigation l"'MjPct 

~30. 2 
29 08 
1~. o 

"'75 .o 

Th"' seven ind11strial '"'rojects arP: Sinc;,t , Hontecatini ;,otash , Trinacria , 
r:irzotto , C:'IJ:, C:onp , T-,jani . 

the s1nc t,h~rr.ial pm··er pl:1.nt .::nd the SCrFS project . 

The irrication proj~ct is ~ortore. 

Information a-rail "hle in the "l=l"nk on these proj 0 cts s!°'.O'..:ld be very npc.rly 
co:c:rplete by now. 
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In conv<->rs"tiot"' ... 0f t.hP. ki.r<l we h"'ve boen havlng we ~rr, n·rare of the 
f"ct tl12t ~h B~l:: 11::.., rot o.pprovod tl o Drojects re are t<>ll<in[; about ::1r,d 
r,13 h,.,vc -,tr r projects in r£>scrve ,hi.ch ~ think arn lcs::; .ittrctivc, but 
still bc'<nkable c.l'.ld on w!ti.ch the B nk has also bPon supplied VTith inforI1J2t; on. 

In our first line o: rP.serve vre havt=> one po .. r ')roject (Calabria) for 
• " milli.on and on'3 irrig~tio"l proj ~t (Voltur:: ) "or l"lO million , both of 

• ." r-} were apnroved by thE.' B:ir.k for inc}usion in ... ut ··~:.:r- 1 s loan , but wh::ch 
were not needed to reacl"I the fi!;Ure we t"'d then in mi i . 

In c~Ee the fir~t lino of reserve proves -~~dequ"te , we ri.;.ve a second 
li."lc of .... P.serve. Thnse are projects ABCD and SIL totallini:r a little over 
5 ru.lliono 'T'hese c"n nrobably be financed from un:illocated fl.mds fror.i the 

previous loans , bnt if the C"sso. dP.si:. .. es to h"ve a loan tot:i,llins C>75 million, 
unrl needs ryrojects addlt ·~nal to tho~e mertioncd above , we could carcPl thQ~c 
"'Mountr · " Il>a~$ 117 and 150 and brine these orojects into the loan cur~ntly 
~njer discussion. 

To sum up , we feel that we have nearlv li"lOO mil}ion worth of ""rojects from 
hich we C"'n recom"'0 nd "75 cri.llion to j.he B2n1-: . 

ThPr(' is still a.not.her nroject in resPT'V"', the l'ontecatini Crot.opo rl·OJ"ct , 
in !.ich the stat.us of +-11 rcr.ve:::- contr"'ct is still ambiguou.s . '"To hope to 
bavP. fin2l information on it tooorrm1' o : do not think t~ L it is 1::..kely to 
bo a proj ct we can recorr-!Pnd. 

In 01r f'rst order of preferonce +her~ is an indu~t~i~1 project (Taj~ni) 
wrich Il'"V he.VE' to bP 'rop~"n. "'his too we nhould l'no"'· in the nex:t dav or two. 
If v e dr"'p it we will prob"blv recommend the t.hird newer project to r 0 pl~cc it 
and reduce the amount to th Fort.ore irrie;ation project to l<Pep the totz.l 
~;j .,,.,i.llion. 

T am s 1rp that anvone h['S had any ron:: ern that we would pre~turely 
co..,mit the B"' c1 ~ funds . 'e have n.J.l kr1mm for a Jone time h<W ci:.fficult the 
industri~l sec t.o... of tl c~e opc:!""tions are. Svohoci.'.l and de Alb~ in p.3.rticular 
have been ~ orkin.., hf'roic.'.lllv an ue "11 f P-d thrt if we cnQ. ru:..ve so;:,-,0 clet.r 
ind.ic~tion from tho ank , before the end of tl:s week , 1~th~r any of the 
industrial orojects proponed vrill not be accPptablc to t.llc Bank it , ould help 
us hAre vory P.1.1ch . I sronld ernph.:i.sfze h01Yever that while such an indication 
;·01tld be hPlpful it · s bv ro moons '1f'Cersary for the conclusicn of our labors , 
Qsreci~l1y ns Svoboda "lnd ~cottwill re~"lin nfte~ y denarture to fin.'.llize and 
"'irl"'i.sh t.o the corn!)"nies the letters of intent as soon ~s trey a.re npp,..oved by 

Was} ington o 

, .. e all bAli€ve here that nuch tine r.an bo saved and that the Bank would 
aive up no essential rights if vie nrocPed t.o c1aree at this time on thP te~ts 
of "11 ngrc"ments , inclurline: letters of i.~tent , which would be necessa.rv for 
th ~onclusion o~ t}P lo~n. '.!he whole th ' ng ould thf'n bQ ad referc1 ~o 
th Bank. Any necP.§~~ q,l,ax;.,. cpitld be !"'~de bv corresnondenc(' rind >uld 
hopr to invite th.-. Italic.ns to asfi · --4,..~ for "definitive necot.iations 11 and 
the sl:,').ine of a Jo~n in J~nuarv 19rBo 

I must, c,;o.y t.h.">t T imd b lievs'd "" ~ t: · : nrocedure ,.,.as und1;r~tood and agreed 
to beforn I left ashinr;ton. Tt certai.J1l· has the m1animous ~greemPnt of all of 
us hnre ~t the preGcnt ti e . 

•· i th best rp'=~rdi:; o Sincerely vou.r-, 

', I 
S • p ;• pn.J:Jk 
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COPY 

INTERNATIONAL BANK FOR RlroONSTRUCTION AND DEVEI.OIMENT 

Washington 25, D.C. 

No. 14 

Mr. Hugh B. Ri}Dan 
Chiet, Imustry DiTision 
Department of Technical Operations 
International Bank tor Reconstruction 

and Development 
Washington, D.c. 

Re: QQmi 

Dear Bugh, 

Grand Hotel 
Rome, November 11, 1957 

I enclose second draft ot report on the CONE project revised in the 
light of Walt's letter dated November 1. 

We have adjusted the text of the report and the letter of intentions 
for the tactual aDd editorial comments contained in the letter. As regards 
point 9, concerning SME'a share in the sale of CONE products, it amounts to 
a relativei,- small proportion represented b7 electrical appliances sold to 
SME employees at special discount, and the Bank of Naples enjoys the same 
privilege. 

In the financial part we have made two major adjustments, i.e.: 

(a) a reduction in the grace period of the proposed IBRD 
loan to two years; and 

(b) an increase in total amortization aocruals trom Lit. 50 
million to Lit. 80 million p.a. in 1961 and after when 
all facilities will be in normal operation. 

In regard to (a) ve have follololed your instructions putting the com~ 
on a minimum schedule, as apparent from the cash tlov estimate. Concerning (b) 
ve have had another look at the depreciation rates and have induced the compa~ 
to increase them abo-Ye the maximum permitted by l.av. 

I have revised the financial forecasts aocordingl1', eJ1m1nating some 
of the inaccuracies, as noted in the letter, for which I apoligise. (As regards 
points 5 and 12 of the letter you seem to have compared figures for 1957 with 
those for 1958 etc. thereb,- arriving at different ratioa.) I Ul still awaiting 
the OGE financial statement for 195l>, to include their SUJDmal"1 in the tables 
at~ohed to the reporto 

I hope that in the revised report ve have adequately coTered all your 
comments, which have helped to improve the report both in substance aDd presen­
tation. 

With kind regards, 

Yours 

I.adislav Svoboda 
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pmtS.Te borrower 1s c~ Napolitam lett:r.lol (ca n) ot 

Naples, incorporated 1n 1951. y Pl"Qdllc• oloctric r*1, ton 

and b • c E 18 proceedinn 1th the mod.emisation am CIXpl.ttSion 

of t.ho •a production 111Uea at pl to a totcl ~lty ot 

~ .ooo ratri «mton and 30, wat_. h wrs • co t these 

installat.1.ons, inisluding additicmal 'ffln"king capital and interest dur.t.ng 

COMtruotion, ia estimatecl t Lit. 1.6 b1ll1ou ( a.S6 mlUcn) of ,tiicb 

ut. ?00 lld.11.f.on ( .1.12 m1J11on) is e.wtod. troll IBRD rwm. 
CCNE•s stock u held~ by COE (C ~ Oenerale d:l ettr1c1ta), 

2$t rldionelo d1 ottrieita), &nd 2~ by co di apo11. 

co 1e owned by FUT and Int t1oml Oeneral octrl.c roueh].y on a fifty 

ti.tty bash. 

Deseript4on ot t.be Pro~ect 

co:m ~tee an electr.lc h abold pplitJancea plant, t plea, 'Who•• 
ctuctioa capacity baa b traa 21000 uni.ta in 1952 to 22,600 

units in 19S6. Tho ~:t,' of e il.iint ie now being inCNU to 80,000 

units, 1ntil.ud1ne SO,ooo refr.lge:atont Cl.ho lta. end 18o lta. ity) am 
30,000 water h tera (60 lts. capacity). twsed on a ona sbil't tion. 

The water h ters are ldacturccl cntirel.i at the p1am,. 

In the tors, onl.;y the tre.mes, ahell ohaab• a.re 

f'act'.lred at too plnnt. ratr1 ting unf.t, plaatio , and 1naulatJ.r,g 

tf.'ll"1al.8 are purcbasecl from other mmitacturete. Plant. produc Uld purchased. 

'PIS>._ ..... are th$n aesembl and ttniehm. 

!i'he tote.1 coat ot new bllildina and no q lines wall u modernisation 

t1n fao1lit.1o8 18 ted at U t . 980 mlllion. 

Present Status 
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baa an1.ved and 11 now bomg 1nstollod. T°'al ccm:>lettaa of the plant 1a 

~ad by rob 19$8. Up to s pb er 1, 1957 abollt Lit. 1SS m11l1oa hl4 

spent. Oft '\ho piiojoo'b. 

ant 

ShoJ.1.d •rv such probl 

to deal with th • 

ftnam!:!¥5 
It u propor.,ed that the cost ot th 

1d be covered aa follali 1 

Iner se in shllro p1 tel. 
Sbaroholdora • advances 
Rt9tained es.Nill 

Total o.m .... UJ.a.&&> 

Million liro 

1SO 
62S 
~ 

8lo 

100 
70 -

TIO - 48 -
100 --

Tho additional. ts1l&re capital a:s ell as tho she.rehold ' advances would 

all ba tarnished by CGE, 1110 1ng that e l)II.J1;1•a jorit7 oaition in 000 

UJd position nm completion of the project and 

nt t he ena of tho toUl'th or normal opm1,tions 1a abcnm bc.l.Oll'1 
• 31 Deel 31 

Pixed A sete 

19~ 1962 
(Ow.ion nre1 

1,221 1,221 
leaa, doprec1atian 
- 'c,t F.1xec1 AIJseta d ~ 
Wot Cui-rent Aas 
11Add1~onal Assaten 

1,164 
26 

2.364 
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neo. Jl Dec • .31 
US9 lp62 

Share Capital .JOO !60 
Sbareholden t actnno• ltl86 1.110 
hrp11il 68 210 
DII> lean . 100 s,, 
OUier l.Gng-tena d.a,t, llD 64 

Totil J.1ab111tiaa & ul.t7 2tl6b ~ 
The tl.mno1al toreouts of the CCB CGIIJN7 are gi.Ym in Amax / 

A lotter aett!ng tort.h tho tinancial oondltd.om agreed to by the CClllpllln;y 1a 

attached 1n Ann• i • 

CCJ. E Opeationa 

!let alee ot the Cone OIJa})erl7 inaNUed ftOa Lit. 148 mUlion 1n JI$> to 
. 

Ltt. 1'1A61111Uan in US6, ptOCllcin& a Mt, inaoaa ot L.tt. 1 mUJton aid 

Lit. 101111l1on reapastiTel.T• Thia lattor aount npn11enta a net retum on Ml• 

ot about 11 am on aha.re oapttal ot J . J.$. !he low protikbillty apparent, fraa 

the aboYe fl.gar• 1a due w the fte\ that 1ibe CClJ OCllllpUSJ' ~ ••entla.UT 
u a mmtaotur.L:na plant tor it• mw, ehaN1haldert the co , with which 1t ha8 

a tec!Jnioa11111MS--.t and 8&lell conuan. Under t.hia 00r1tnot cox reclliTea a 

al.es oaadasion (1.6%) and & ••.-nt t•~, all ot 1'h1oh ~reeenting abmt, 

20% of 1co·r •• total aoata. Ia addition, ill t.hree ajor buain ... •tnten wbln 

co Ol'98 ntailAn aeniw, it re\at.nl~ a tS-.lQC •111-ap can faotoz7 prJ.c•• 
a . 

the two Jd.noJtt7 alaNboldeN of CCl1B tll303r/prefll'9nt1al pN~tbf1 1n NIU"d to 

dl"fidenda (~) and &lao der.l:ve ctll"ktn otb•_. banaftw fNa o011mt!ftlal relat.losw 

with the oC!llpUI'. The Bank ot Waplea &eta u Cone•• banker and Sim benefit. 

fralll the 1Mreued 1alea of power requ1rell tor the operation ot the eleotr1o 

appliano• ~ b7 oca 
llarkete 

Betlreen 19S3 and U56 ealee ot rebigartl\on in Ita17 increued by aboul 

SO% a ,-r and 1al.81 ot wate h•tne by allOU\ 2QC a y.- ( see Anne 3). Althoup 

tho n,.te ot in01'0Ue lN beon deolinin;, Ui.e Al• inonuo botwe«1 1'5$ and US6 

aoanted to k)j for Nb'ine,atore and 18~ jror wter hat..... ~ lf it 1a 

oona8"'atively ulUllad tbat Nl• of refdt'8Nton would incnue by only' 1$~ a 
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,-r an4 sal.ce of water bee.tors by~• 7•r• sales ot theao appliam• by 1961 

would amount to 400,000 l'Qfrigeratora and 327,000 water bea,te'n. Eatbate4 

NJ.ea in 1960 by CCllE or 4S,ooo ret.rigeN.tora and 24,000 water l eaters would 

represent 11$ or tota.1 oat1mated ea.lea ot ret.rigeratons and 1.si ot total estimated 

w.e11 of' ter heaters in Italy. I n 19)6, CO" E•a aa1ea aaw:>Wtted to 6% and ~ 

reapoct1Yaly ot total Ml.ea of those applianeee. BJ using the well establitlhed 

COE ea.lea crea,d.u.ti.on fol' diatribut,J.on o! it.a products, ccxrn: ahoald be abl.e to 

achieve tho abcwe aalae target.a• 

RetaU. pno.ee ot can~•• applian,• cc:n:ipue tawra'b]¥ With the same type 

and eise of other local. mam.taoturera, Jo em.oue com.,et.1t1on 18 crx:p.otod w'.b.m 

tha pean caa.mon Uarlmt•s plUV"ieiona oC".Da into oftec:t, becauae of the 

OCllllpl.D3'1s close relations witb produaera ot aimSlar pllames in other European 

oountrtee, 

EQninG'I and Debt Satvlce Coveae 

The Compa!lf ~ta the n• faaillti to roach normal operation 1tl the 

third year ai'tor complstJ.cm o.f the project, and tor~ a not ~n.t of I4.t. 

76 c.Ulion on sal.08 of abollt ttt~).98 billion. ( Thie repNSetrta a prot.tt margt.n 

ot about 2( and a rotuni on eho.re oapital and aharehol.dan' adnnoe,of ~ -,.. 

On the baai=s ot & ~ pro.f'.lt ~gin, the mmp&n7'• earnings before depiaeciatlon 

and interaa\ 11t>uld cover appri;r.;imately l..8 t1a• the aenice or the propoa,ed mm, 

loan end about 1. , time the debt aerrtce of the co~•e ntin long-iterm debt • . 

In ViCffl' or the cleae inte!Telationsbip botween CO~· and COE, app,:Opriat guarantee 
' 

arrengcmenta with COE woald b r !red to eocun the pi-oposecl ~ A ~ 

ot CO .•e ofticial balance aheats and tinanci&l statement• tor tho yeers l'JS3/5S 

:la Gbolm in .AtmG a.ttaob These stiter.sonta indicate a acnni tinnne1al. p0eit1~ 

E'oonomic Jutitli1.Qat1on 

'the plant w1ll proc:iuce, at a.n economic co,t, retd.gcrnton, and baatCNJ to moet 

the gl'Oring demand ot tbe 1ooal mrk9t for boui:tehold applianooa., It will 

erst• n orking opport.unitiea in tho Wapl.m, area pt'Odd1ng d1Nct aapto.,amt 
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1t174.coo,ooo 
1,164,000, 

26,000,000 loan 

Lit. 300,000,000 
68. 000,000 

1,186,000,000 

100,000.000 
110, 000, 000 



• , the cu and lSV mm shall ot a a 

I . 

II. Sbar<bold.ere • adrancoe , twelv nth& atto o .J.etio 
0: tha iroject w1ll total at 1 t the d1ttercnce 
btltlroen U.t. 1 ,619,000,000 d t pa1d in shar ¢.tal.. 

rovided un llllbpa.rap A or 1 

I . Shall not be ithdralmJ 

II. Shall in all ~100.:Jta be Rbord.1.nat to all debta oft 
CompattrJ an1 

In. .Intereet or arq- other tio ball be pa,abl 
paid.thereon oJ11¥ out of not proflte and onl1' o the 
met.ant t.hat d1Yidmds waild bo ~~l t if auch 
•baroholdoiw• a.dYancoe bad or.l(ti.nal~ been d 1n u 
SlU!Lra c,pitale. 

fte n.Uo of current ass ti to cu t. liabil1ts.oa 
bed.ng l , o.t time, than 2al,J 

n . 1'h -.oen ot current uset ova• c\1.l'X'Otlt Uab1llt.1 
beinu less, nt &?\V time, ftar the d ot the til'llt 
twolve montlm toll.ow1ng cc:q,,letion of thtt proj t, thin 
u.~. 1,,00,000,000. 

' 

t. (2nd ch'd 
2 (lI•ll-51 

(e} For th purpose of tbi I. t "c'io'ilt &8aeta" aba.ll b considered 
aa cash and us • readily convert1bI b aiid all oth asota •ht.ch 
would., thin om ~ in o~ cous-•e ot tbt c~a bualnon 
be con - rt into cub w sGta 1y ce111XVOrtibl into caahJ and 
"current 11ab1lit1W' aball be comid •• l1ab1lit.1ea due and ~ble a. an o\iier ilaSrut1es which 111llld bo able or coald be caU for 
Pf.\Ytle?l:t ~thin on 

(9) The undersign _ c~ h ~ et•• , 1he u8'lll'8.nce and undertald.np 
eet forth in graph (7) abov to be of£tot1v on tb• condition tba~ 1°'1 

ea loan to the Cuaa and that trcm the proceeds thereof ISV aare-
to e a lomi to th C for tb abo,r I mention.ad purpose 1n 'the apprcllimate 
amount of Lit. 100~000, 
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(10) D ta imdentood tba\ tblt tema and condit1ona of any IUOh loan 
1f1U 1* set forth in an a~t t.o be nogotlj and ont. rod into 
betwoon the u iened C~ end ISV and that the aubstanco ~ 
the ~ mea and unde~ Biven in th:1e let ts will. be incorporated 
there.1.n. 

C OU E 
campagm.a Napolltana a ttrici 
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INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 25, D. C . 

Hr. Hugh B. R:ipma11 
Chief , Industrv Di vision 
De02,...tmcnt of Technicrl Oper~tions 
IntE>rnc::.ti '"'n.:tl Ba1fr for ~econstructior. 

2nd T'P.v0 1 opment 
Y'c>shinrton , D. C. 

Dear Hu:;;r : 
Re ; CO"'TE 

Gr"rd Hotel 
Rom"' , ~rovember 11, 1 Qf;.7 

I enclos" second dr2ft of' re"'ort on~e CO'PE project rPvised in the 
lirht o-f'"''"lt ' s let~er rl<1tecl l'Tovember 1 . 

,r!e have rdjusted th0 t2::.t of thn rPDort "1;>rl tl,e letter of intentions 
for thn fact11~J and edito,...ial col'lI:lents cont"in0d in the letter. As regards 
poi.nt 9 , concernin('f SM : 1 f sl 1.r" in th~ 8D.lc of CCN'S products , it a.J11onnts 
to ~ rPl "tively Sr'E.11 proportion r eYlres~l"'t2c'l by electrical ari"'liancPs 
sold to s~'F e.":l.ployees o.t snoc i_c.1 discount , c.:.nd the Bank o.f ·rapl':ls enj o:vs 
the scme ~rivilegeo 

In ~,;he .rinancial part we rcve maclP t"'rn major adjustm,,.nts , io t=> . : 

(e) a reduction in th"' f!race n ,ri od of the _:')!'Oposed IBRD loan 
to two year!': ; rr.d 

(b) an iPcroace in totol amo--tization accru2ls from Lit . r0 l"lillion 
to Lit. 80 P1il]ion p. a. o in 1961 anrl "fter -;rher cill f"cili.ties 
".'Till be in nornal op~rati ono 

In re,.,.·1rr' to (e) ,,e l o.v 0 f'ollowed your instructiors p1ttfr1'3 thr-> 
coMo".n'r OP " mi.'1:i.JnU:"11 scredulc , as ~n:xirent from the ct.sh "low Psti.lllPte. 
Concer ninc (1>) vr h2ve t:"d .:inother look "t the den"'ecic?tion r.::tt~f' and 
hc.ve induced thn com~~n-1r to incrP.'.l.SC then above the ma):imum 'Y)f'rmitted 
by 1.aw. 

I h<'lVP revis::ic th0 "in:-nc2 . .,, "or0 "2Sts accordingly, ~liminating SO.ult. 
o.f the inaccuracies, as rot,=,rl in the lBtter, ~or v,1-_; ch - :>.polo:::;iz~o (f.c-

.... ..,;~,rds "'oi""ts ,; :md l? of' t 1 , ,_...,tt;::.r yo11 seem to b:tVP com:i",...ed fisnrPs 
for l957 vd t,h thos0 fo .... 1958 etc . th""rE>by arrivin: at di f'fer'3nt ratios o) 
I am ::-ti11. c?.wai tin;:; thP CS .... fin:-incial c:t::i.toment for 1956, to il"lclude 
t!",..,i:;.· C"t.U"mary in the tc>blcs :tttc::.c:!ie>d +,.., tr 0 report . 

I hope t' ~t ;n the rmri..<E'd report rre have u.df'r,11:-.".:,cl::r cov ·rJd :D.l your 
co.n."'1.nts, ,·rl i<'r hc>v0 .~f:";Lped to ~'np:t•ov0 t1 P rrnnrt both in C"ubst"rice "..nd 
pr0s<;ntation. 

· ·i th kind regards, 

7T-cls . 
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The prospective borro\'~er is Compagnia NaLpolitana Elettrici (CO"B) of 

raples , incorpor['t1d in 19.Slo Tho company produces electric re~ie;erutors 

and water heaters o CONE is ;)rocecdinc; with t~e modernization and e::q,ansion 

of the company ' s !')roduction f2.cilities at Nanles to .:i. tot:.l capacitv of 

50 , 000 refrigerators and 30 , 000 water heaters per :.rc<lro The cost of these 

installations, includin~ ::i.dditior..:il working c:aoital and interest during 

construction, is estimated at Lit . 1. 6 billion (~2 . 56 million) of ,·mich 

Lit . 700 riillion ("'1 . 12 million) is requested from IBRD funds . 

COTE ' s stock is held SO% byC.Jfi' (Gompa:nia General<;) di filettricit.a) , 

25"' by Sr,lE (Socif'ta )fcridiona.le di :Elettricita) , and 25<'; by Ba..YlcO di rrapoli ., 

CG~ iz O?Tncd by FUT and Interri.ational General Electric roughly on a -f'Jfty 

fifty basis. 

Descrintion of the Project 

CONE operates z.n electric household appJ.ic,mces plnnt at 1-aples , whose 

production cz.,;aci ty has been incri.:ased from '~ ,oon uni ts in 19;'2 to 22 , 600 

units in 1956. The capncity of the plant is no.~ being increased to 80, 000 

30 , 000 Yrater heaters (80 lts . cc>nacity) , ba.sEid on a one s1'ift operation. 

The wc:ter hPaters are manufactured entirely at the pl2.nt .. 

In the case of +,he refri~erators , only i;he fr2 .... ':'les , shell and ch::imber are 

ma.nufactured at the plant . The refrigerating unit , :,lnstic :,arts ar,d insulating 

materials are purchased from other ma.nu.facturers o Plant produced and purcr.;,sed 

parts ~re then assembled and finished., 

The total cost of netr bu.ilding and asse.mbly lines as well as modE:rnization 

of the existing faciJi.ties is estimated c:i.t Ll.to 9Po 1'1i1lion. 

Present Status 

Buildings are 9r:'rt completed. All equir,ment has been ordered and about .SO:t 
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has arrived and is r,ow being installed. Tot;al comuletion of the plant i s 

esti.'l'.lated by Mc:rch 19~P o Up to September 1 ,, 1957 about Lit . 155' mil lion had 

been spent on the projocto 

Management 

In view of the successful operation o!: COTE d~t ing the last five ~rears and 

their experience in the manufacture of 0 lect.ric a~;,lic?11ces , ::.t seems unlikely 

that any serious problewB should arise as a result of the proposed e:x.-parsion. 

Shoul d any such problems arise , the company appears to have qualified personnel 

to deal with them. 

Financing 

It is r roposed that the cost of the project , 0 stimated as Litol , 580 millinri , 

would be covcrec as follcr.vs : 

I ncrease in ~h~re ca9i t~1 
Sr~reholders t Pdvances 
Retained earninbs 

Total own funds 

IBRD Loan 
ISVEI1 :ffi Loc.n 

Tot1.l borl"a1in(;s 

Orar.d Total 

Mil.lion 

150 
625 
35 

810 

700 
70 

770 

1,seo 

li!'e 

52 

l,i8 

100 

The additiono.l sl.are capit."' l as nell as the shareholders • adv.2.nces rro•1ld 

all bP. furnished by CGB , iricrec.sins that company ' s rnaj oritv position in CO'I\TS 

corr"'spondin&ly. c o,r .... , .... ,:;stim'"'ted position on completion of the -oroject and 

at the erd of the for.rth ve"'r of normal 

1.'ixed Assets 
less : depreciati on 

~ P.t Fixed .f.ssets 

~T~t Current Assets 
"A-diti oncJ. Assets" 

Total Assets 

oper,a.tions is f'hor:n belo:..,. : 
~°C o 31 Deel 31 

1958 1962 
(11.11.ion lire ) 

1, 221 1,221 
47 284 

-1-,1-7 ..... 4 937 

1,30h 
192 
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Share Capital 
Shareholde-s 1 :J.dv'"'nces 
S11rplus 
IBRD loan 
other long- term debt 

Tota.1 Liabilities & Equ.it7 

;)ec . 31 
1953 

300 
1 ,18l 

68 
700 
110 

? ,364 

2::1d craft 
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'f'Jec . 31 
1962 

l.i.c:o 
1 ,170 

210 
539 

64 

? , 433 

The financial forecarts of tre Ga.YE cor.i1J"'ny are 5iven i~ . nnex / 

A letter settinc_: fort}, :.he financinl cor:)ditions ac;reed to by the Company ic 

at:.ached in />.1i::1<>x ~ • 

Net sales of the Cone coripo..ny increased from Lit . 148 Million i, 1953 to 

Lit . 1 ,186 rillion in 19~6, producinG a net income of Lit . 1 million and 

Lit. 10 million respectively. This latter amount represents :-. ne t return on sales 

of about 1~ .nd on sh~re capit~l of 3. 3~. The low ~rofitahil.ity npparcnt from 

the abo·.re fieUTes is due to the fact that the cam conpany opPrates essentially 

as a nanufact:.1ring plant for its rr,e.in sha :rel:olc'"'r , the C"t: , ,·'ith , · .:..ch it has 

a technical mar.~gement and sales co1:tr2.ct . Urider this c::i-:itract CGE receives a 

salc.s commission (lf-·') 1nd a r,an~gement !',,,e , all of nhich re9reserting nbout 

20"; of C01>1E ' s totc..l cozts . In addition , in three major business cr>nters v;hcre 

CGE r.crforns retailers ser,ric~s , :it retains a 25~- 3ot mark- up on factory prices . 
a 

The two minoritv sLareholders of CCJ,TE enjov/preferentin.l pos:itim in regard to 

dividends (6,-') ~nd also derive certain other benefits from com'!lercial relations 

-with the co:r.ipr"1Yo The Bank of Naples e.cts as Cone ' s b2.nkcr and SL:E benefits 

from the incr~ased s~lPs of ~<mer required for the operation of the electr ic 

apnliances manufactured by 'JON"'. 

?fu.rkcts 

Beti:reen 19.53 .:n.l 195'6 s~l es of refri~er~tors in Ittly increo.sed h,r :>bout 

50-..; a year and s:i.les of water heaters by about 2~ a year (s0c An:1.cr :> ). Altho'..!gh 

thP. rate of incr2c:-se r.as been declini.n.::; 9 the s::i.les i11crease between 19;'.'J and 1956 

amoc:nted to L:3~ for refrii:.:;crators and 18a; for water heaters . Even if it is 

conservatively e.ssurncd that sales of "!'efri'.?;crators ,rould increase bjr onl~r 15' a 
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ye~r and s::ilcc of w~tcr heaters by ~.0& a veu.r , so.J..Ps 0f tbcnc ;ippli.:nces by 1961 

would amount to 4on ,ooo r2frie;0:rato:-s ~·nd 327 , OOO wo.t.,"-r h"'~ters ci Estj_?ll::,.tcd 

sales in 1960 bv CClTE of 4~ , or11J :-efri..:;crators and 24 ,000 water ho~ters would 

repr~seDt 11% of t,otal 8tircted s~J es nf refri:-r.1tors ~d 7 • .5.; of tr.rt,1.] 0st.:."'l"ted 

sales of W.'.:tcr t-ccc.ters :'..n It~ly. Ir 19.S( , G<,'E ' s salP.s e1~ount.ed to 6"' and .5~ 

CGB ::;.;.l €;S or~~-niz c,i '"''1 for di.::·~r.:., utior. of its -irodu:::ts , CCJ'E ohcmld be able to 

ac1, · eve tl1 e abnvc sal'Js t:rgets . 

o.nd size of other locc.1 ,r .. nuf"cturcr::;. 'lo ::; rious con,et::..+,j_on is e::pccted when 

co ln+x i ,., ... o 

ThP. Com,m:y ex;,ect::; t'ic nev; f:1c.:. 1 .i. t:i 11s to ..... 2c:-. ronci.l operation ; ' '.he 

tl ird ·•rar after complot.i.on of tl ~ pro: _J ... , : 1,c: fort1casts a net profit of L to 

u.d ·.nter"'st u, .... ,.: c0vc!· c.prr.:>X:i!"~tcly 1 .. 8 tines -:,re service of t 1 c ::-roposcd r:=3RD 

loo.P- ~nd .J.boat l . ~ +,i'i""" 1-,}•c r1eb~ :::cr:;i.cC' .:>f '·.re compo.!"_" ' " entire lon-.::-'..,,Tm debt . 

of "'..:l"'s o.:f::..cir.l bal2.nc':) shPcts and fin~nc..:.,::,.l st ... t""'l"'e:" ~ for the :rrors 1q5_:: lr:_:5 

ott:-ched. Thecc rt3.t,.,mcnt3 ;_.,,~~.::£:.tea s.J".1r.d fin..,_,..,<""!.:.L.J. pos.; +, ·~..,r • 
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for about 1.35 additional workers . 

Conclusions and Recommendations 

2nd draft 
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The corn project is sound , and could be t he basis for a loan, the equivalent 

of Lito 700 million ($1,12 million) , excluding interest during construction, for 

a term of 12 yea.rs , including 2 years grace ryeriod • 

.. 
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Construction 0 p e r a t i o n 
yecr ended Dec . Jl I957 19~' 1959 1960 1961 

I o E::rnin~s St~~ement 
. ( cfriaerators 

?rod11ction(% of capccJ. tv\l!eate;s 

Operatinc corti/ 
Interest I31D -

other 
Depreciation 
Ta:~es 

Tot.:.l Cos I.is 
Net Sales 

Net Incone after T~.xes 

II. Sourc"s u~ ~ ' J · ~ations 
of •'tmd~ 

Net :i ..... l'.!ome beforP inte:- st 
D91 ~ec~ation acc~uo.ls 
Share c~9ital 
Sr~~~r lders ' ad:vcr.c s 
IBF.D 102.n 
Ott 1 lon~ trrm debt 

Tota.J. Sources 

Plant and r.ci i pnent 
!ntr·r~ct c.v.r..:.ng construction 

Tnt2-l t'i~:nr'I : ~<.:ct::; 
Pet Cur.,..ont .llfset 
IBlID debt service 3/ 
o~· ~r long term dPbt 
11 I drli t.:.r.r1.:-.l Ass'3:.d11 

motal AppliG~~ions 

1 ,162 

3 
9 
2 

1 ,17:. 
1,186 

10 

3. 3 

11 .,. 
0 ., 

1)0 
309 

70 

530 

530 

11 
10 

5Sl 

l 'Iriterest C:.urJ.nr c 1st ~,ctl.on caDi talized. 

1,585 1 ; 2 , )•03 
(:::5~ 4q 

6 5 
12 "r' 

1 2 

ls,604 
1,6h5 

41 

5 

47 
12 

L.:,J 
7'") 

942 

425 
25 

16 
16 

" , I '.? I k 

2 , ::;nli 

10 

64 
JC" 

133 

I) J" 
=-== 

'232 

71% 
70~ 

3,1311. 
48 
5 

4S 
3 -­. 

3 ,23:2 
J , 250 

lQ 

4 

116 == 

98 
16 

2 

111.' __ ,.; 

3 ,601 
1!5 
4 

vO 
-:, ., 

J ,?33 
J ,973 

I( 
= 

9h 
'.3() 

174 

')e, 
,1 -~ 
(,() 

17h 

"'1./-:, ")it:::liz~tir>n '"'of ... ..,.:.+, o 1SO million sh~rcholdrrn ' adv'-"nCI"" 
""}_/I "'~Uir.i:d lo.:in !iito o. 7 billion at 7,:;_, for 12 yee.rs incl 'hg 2 years :r~ce period 

1962 

3,912 
40 
Ii 

80 .., .,, 

1. , ,.,41 
h,110 

69 

113 
30 

193 
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r:nancial ~orecasts 
(corr ct 

I " r .'ashir, ·~ c,or.m:en':,") 
( ' llion li.t ) 

c~nstruc+,ion 0 p n r a t i o n 
,7,.,', , o~ ', 19,o 1,) 0 l9o0 19tl 1962 ....... ,, i .,. , .,, 
c:. J.1 

!II. Bnlg.nce She~ts 
(~ .. ~x D~ 
~J "'-·"' ... . 311 

Fi:r.ed Assets 241 771 1,221 1 , 2a 1,221 1,221 1 , 221 
Less rcpreciztion 26 35 47 82 127 2C7 287 - -- --

•pt Fixed Assets 215 736 1,17 i 1,139 1 ,094 1,0lh ?34 

J.Iet CurrPr.t Assets 704 704 1 ,164 19304 lpJ04 1,304 1,304 
" Ad.:..i.t:_onal Ss:::ct::::11 10 26 53 ~.., _, 115 194 --

919 lsi450 2,364 2 rlt96 2,h53 2 ,433 '> ,1 i.32 ----
Sh~r~ :a:1 · tt.l 150 3"" 300 300 1~5n h,o 4SO 
Shrr h.,l_:"!.,.s' rdv~nces 694 1-,0"J 1?186 1?319 1,169 1,169 1,169 
Surpl'..::::; 17 .. 27 68 78 96 141 210 
IBP.!) Lorr. 120 l!/ 700 700 650 597 539 
Oth~r lon~ te::,;i debt 56 110 99 88 76 64 --
Total Li~bilities & 

Equity 919 19h50 2,364 2,L?6 2,453 2,L33 2,L32 

h/I,,cluding LU:, . 70 milli')n loan <'rom ISV7,Jl"m at. ~,. ,~ for 10 yror period. end.i.nr; Juno 30 ,1967 
- and Lit .h9 million lo2n from :mco di rapoli at 5 ... rep~y"ble by June JO , 1962 



I sscts 

Intnrnationc.l Bani .. for 
Reco Qt~1ct · on nd ~evcloomPnt 
1818 H Street 1'I . • • 
7AS1:TI'GTm , n .c . 

C C i E 
2nd rir"ft 
XI-11- .57 

(1) This vr.'..11 confi!'I"l certain und.P~tand.'..ngs reached durinG recent discussions 
bntwe~n rP.nresf':r:t~tiYcf> of the IntP.rnat.:.o!rl 'Rrn 1t for Recorist.rnction and Deve.lon­
ment (hereinnft r r ferrcd to as the B~k) , t' · "'sa per OpE~re Str::?.orninariP • 
di A:bblico Inte;resse ne11 , It'1li 1/c:-.'..diontl ~ he Ca_:_~ '0 :, Isti L. -~ p<.;r lo 
Sviluppo Economico del la Italia · eridionale ~ -Sv .I1.._.lP") and GOlTi <"1 1 Compa.n~rl} 

(2) You ra·Je inforned us that tr.e Bank is ~ori~idering n l0!"ln to the Cassa e.nd 
t!12t pa!'-ti of th'"'t loan . .:.11 be specifically allocated for 102.ns for v"r.'..ous 
~ndustri~l undcrt~kinrrs in the areas of the ca~~a•s competence. 

(J) We l1av0 ~ropo3ed that tl "'re should be financed out of the ~rocc>3ds of the 
::!..oa.!1 our project for moderniz!ition and c~xpo.ns.:.nn of the company' s production 
facilities to a total cao'"'.c.i ty of 50 , 000 refrigei·.:i.tors per year 3lld 30 , 000 · 
water i1eaters per year . le have informed vou tliat the pro- fo:-ma balance shed 
of our com9any, on completion of t,he ,roj ect , would be as follows : 

' Liabilities 

Fixed Assets Lit . 1,221, 000 ,000 Capital 
L7 , 000 , 000 Surplus 

Lit. 30(),oon ,ooo 
t:e ,000, 000 

1,1:3(" ,ooo,ooo 
Les3 Depreciation 

Net Fixed Assets 
Net Current Assets 
"Addition::i.l .P.ssets" 

1,17L, OOO, OOO 
1,lcl , 000 , 000 

2t',ooo,ooo 

Lit . 2,J64,ooo ,ooo 

Sh'"'rcholders ' advar.c cs 

IBRD Loan 
other long- tnrrn lo".n S 

700, 000,000 
110 9000 , 000 

(' ) It is understood that th~ c):,ounts shcr.n as surplus and aciditioncl. assets 
m:iy be reduced by the amounts o" ...:.. idends !'aid dur.:.ng the Lnt.erim period 
subject to tbe restrictions 0f tl i s letter . 

(:;) The cost of thE> pr::>jcct shaJ.lcl r ~onsidered .:i.s Lit . 980 , ooo ,noo ~or 
au.ditional fixed assets and Lit . 6()C' , 000 , 000 for net curr·ent a8:oets o r·e h2.ve 
explained that during th'J firzt ve.. -"· lJ u; ing c.., ,fl ti "" o" t.he project the 
net c:.1rrcnt assets require>:1<>nt uill be ir.crc~sed •,o T.it . 1,301.i , 000 ,000. The 
increase of Lit. 140~000 , 000 uill be provided fr ... :.rn.:.no, ,. • deprc:>ei~ t.ion 
cccruals du.ring thn ycz.r .lnd through additionul shc.rcholdf'r<"' ' dvt.nces . 

(f) We have been infor::1od tr..-1.t if the proposed loan should be made, it ;till 
'uc: I'1ad£ to the Com,?"ny by ISVEiJ"!R , to ·rhich the C2.ssa woul d lend a porti. on 
o! tl e Bunk' s loan for the pur ose. You heve said trot before you could ::?.pprovr:? 
f..,vorable consideration by the Cassa or J.sVEilJ':R of the propo-ed loan you woul c! 
require cer+ ' undert1::i.ngs from the Compc..ny Y7::.th respect to the treatment of 
oh:,rehol:lerc, ' - dvances and r,orkinG capit.11. 

(7) The ass~r~ni::es ::tnd undertakings which you l1Pve requested , to be effective 
,;,.ile a, y n.:1.rt of the loan to th Co:rapany rill be outst~ndin;;; arc tr.at valid 
arr.:ngemPnts be made , under wri""" : 
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A. E..'Ccept as t.he Ba i,. , the Cas::;a .'.'.nd ISVV.Il'l<.:R shall ot.h~n·Tise a.;ree , 

I . Thf> shar ~ caoital of the Comp..1.ny shall be at least 
Lit. J00 ,000 ,000 paid in as r"'G,uired 

II o Sli..1.r,nolders I advances, twelve nonths after completion 
of the rroject will total at least the difference 
between Li.to 1 ,619 ,00~ ,ooo and the paid in share c~pi~~lo 

Bo If the cnrn;:'letion of the proi~ct o:::- its su~ces:ful oper· t.:."n is 
hindered or dela vnd or is tl reatencd wi. th hindranc c of dl'!lay 
because th~ funds av<-il- ble "::'.' i..rodequate t,c, ensnrs .:.ts completion 
and the provision of th0 neces~ary workin .... capit: . .l , ~ror.1pt arr~n~ements 
s} "'11 be made i:i. accoydance with a finrnci "l pl311 ":-irro'l:ed by ISVETI'.ER. 
to 9rovide the nee ""Ss::ry f\mds as and • ?_~ they arc rcqaircd. 

C. Sl <1rehold,,,rs 1 ::idvances ,,..,rovided under subparagraphs A or B: 

I . Shall not be ' ~th._~rawn; 

II. Sh<1]l in "'11 respects be subordinated to all debts of the 
Comp2.ny; and 

IIL Interest or 2.ny other remuncr:ltion cr:111 be pa·vo.blc and 
pa.id ttereon :ml:r out of net profits 2nd opJ..y to t: "' 
oxtcnt th2.t di vidonds would be pa~rable tl E-rcon if c,uch 
shareholders 1 .:..&ances had originally been :rict j_n as 
shGre c ppi t,ol . 

Do The undersigned , • .:.11 :not , ··':!. thout "":'roval of the Cassa and 
ISVKJ:1 n;,,q , pa.:v dividends or MEke a~y otr: Ar pa;ym<Jnts to share­
holdArs , or adopt any :")olicy if such P·"'yments or policy will 
resul~ in or err.risagc : 

Io The ratio of cnr:::-ent assets tL current liabilities 
bein 0 less , at any ti.r.le , thc?.n 2 : J. ; 

II. The e.xccs~ o: current. rs~--ts over c~~r,..Pnt liabilities 
beinc; les , <It any tirne , "fte!' the end of t'hc first 
tv1elvP mont11s "'oll""·"i - c..,mpletion of the p~oj, .... ct , tJ:-r.1 
Ll.t . 1 ,300 ,000 , 000. 

( ij) For the puroose o:: thi~ lt.?tter 11 cnr!Y":nt <'"sets11 shall be conside;reci 
as cash ant: o.ssn ~ r adily corr, "'rtirle -to cc.s: "'nct all at.lier assets ,.-rhch 
woulcl, within one year in the or-'i,ar.r coirrse of th12 Comp::i.ny1 ... b· .. ~.:.nPss 
be convcirted into cash or .:::.sset.s rerdily c onYnrtible foto cash; · nd 
11 currcnt liabili +,.:.<:?s11 st !>l] be c:,nsidered as liabilities due o.nd .-,--'blc 
2.nd. all ot11er li....' il.:. ti"'"' which ".\11ld bo o~.yable or could be calJ.cd for 
:x:i.:ynent within one ye~r . 

(9) 'l'he ,mdPr~igned Co,,, <:>n~,.. hPreby f;i·J"S +·.e a:::si.:rnce 2,c:. undertakings 
set fortr in parar;ranh (7) above to be eff~ctive on the condition that you 
m:..'-~ ~ lo-.., "o the Ga.ec-::, "'r "-11' t fron t ...... _..,,..ocecc.s :.. creof :3VED-ER a(:;r~es 
to make u loan to +11.., Company for the above mmtioncd purpose in li:-.e approximate 
amount of Li: . 7on,ooo ,ooo. 
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(10) It is understood trat the terns ;,nd conditions of any suc:h loa!1 
will be set forth in an agreemPnt to be negoti at ed and entered into 
be"t'.veen the undersigY10d Cor1pany and ISV'IT" :;a and that the substance of 
the assurarces and undertakirir;s given in t.his letter will be incorpor.::.t-9d 
therein. 

Yoii.rs truly , 

C 01.r :i: 
COP1.pagnio. Napolitana Wlettrici 



Year 

1953 

19.54 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

• 
ANNEX .3 

CONE 

2nd draft 
XI-11-57 

SALES OF REFRIGER!' ... TOTS J:HD ,·:ATER Hfl"' ~ r~ ITALY FR01' 1953 to 19 56 
( in thousands 

Refrise:::ators 
Tot~l Number Incroase 

Ntuiber 

60 

100 

rho 

200 

40 

40 

60 

,, of 
Incrt:a:::~ 

(... '7 
'-'I 

40 

43 

v·ater hcate:::-s 
Totiil l'lumbe:,-:- Increase ;"., of 

lh5 

170 

200 

Number Increase 

2.5 

25 

JO 

21 

17 

18 

FSTI!~. Tm SAB~ OF ftEFRICFIBATO IB A!·•D ,,rA '!',;,R HT<',':. T'mS :!}T IT'I.LY 7R0Ir 1957 to 1G6l 

230 30 15 220 20 10 . 
265 35 15 2h5 25 11 

305 40 15 270 25 10 

350 45 15 297 27 10 

400 5Q J.5 327 30 10 



I. R. F. I. S. 

ISTITUTO REGIONALE PER IL FINANZIAMENTO ALLE INDUSTRIE IN SICILIA 

N . ........ ~ ... f .. ~J /GK/il/el . 

Risposto ollo noto del ·····-···········--······· ........... N. 

OGGETTO 

L. B. R. D. industrial 
loans 
... .... 

ENTE DI DIRITTO PUBBLICO 

Pa I e rm o, _!~~~~~ ... ~ .... ~ .. ?.21. ............... . 
Vie Gen. Megllocco, I • Tel. P.8.X 15674 • Ind. Telegr. IRFIS 

so 
~s 

~~ 
~ S I B'l'ERJIATIONAL :WU: FOR 

.., 

REOONS'l'RUC'llOB ABD l>IWELOPMEIT MISSIOJT 
o/o Grand Hotel 

B O M A 
······=··-···· 

We send 7ou, he.re enoloaed, copies in 

English of tb.r•• letters that we have aent to d.&7 

to the Caasa per 11 Uezzogiorno. 

The above copiea will be o.tfioiall.7 for­

warded b;r the Cassa to this respectable Mission. 

Yours faithfully 



I. R. F. I. S. 

ISTITUTO REGIONALE PER IL FINANZIAMENTO ALLE INDUSTRIE IN SICILIA 
ENTE DI DIRITIO PUBBLICO 

N . ..... '·> b.3i .... . 

...................... gM./~/'J:s. .................... .. . 

Risposto ollo nolo del ·---················-··· ·· -·· ..... N ........ .......... . 

OGGETTO 

Palermo, November 9th 1957 
···--······-····· .. ···-··-···-············-········--.... -........ ,_ 

Via Gen. Magllocco, 1 • Tel. P.B.X 15674 · Ind. Telegr. IRFIS 

Cassa peril Mezzogiorno 
Servizio CIFl' 
Piazza dei Congressi, 20 - EUR 

IBRD industrial loans R o m a 

We beg to refer to the verbal request submitted by Mr . Edward 
De Alba of the I.B.R.D. who has recently examined the industrial pro­
jects suggested for the next loan of the Bank. You may rest assured 
that the patents used by the Company Yontecatini in connection with 
the enrichment of kainitic ore and with the production of potassic 
sulphate do not interfere in any way with the process proceedings 
adopted by concurrent Companies. 

We beg you to kindly inform at your earliest convenience the 
I.B.R. D. Mission of the above, and in view of such we enclose a copy 
in English of this letter. 

Yours faithfully 

lslitulo Regiono 
elle lnrl 

Dominici 

,-, · i:, nziamento 
• - in ~1cilio 

Sesto 



I. R. F. I. S. 

ISTITUTO REGIONALE PER IL FINANZIAMENTO ALLE INDUSTRIE IN SICILIA 
ENTE DI DIRITIO PUBBLICO 

N . ...... ~GJl .. 
Palermo, ······-····-·November ___ 9th_._1_9_57 .... 
Via Gen. Magliocco, I • Tel. P.B.X 15674 • Ind. Telegr. IRFIS 

.. Fin.a.nz .•... III ....... GM/ AA/ ls ..... 

Risposta alla nola del ···-······-········-···. ... .. . N . ................ . 

OGGETTO 

Cassa peril Mezzogiorno 
Servizio CIF'l' 
Piazza dei Congressi, 20 - EUR 

IBRD industrial loans R o m a 

We beg to refer to the verbal request submitted by Mr.Edward 
De Alba of the I .B.R.D. who has recently examined the. industrial 
projects suggested for the next loan of the Bank. You may rest as­
sured that the process proceedings chosen by the Company Sali Potas­
sici Trinacria do not interfere in any way with the patents however 
registered in Italy. 

It is stressed furthemore that the machinery chosen by the 
Company will be supplied by an outstanding foreign industry which 
is responsible and enjoys the sole manufacturing rights of the pro­
cessing adopted in relation to other similar processing. 

The above stated excludes the possibility of interference 
among the industrial projects of other companies for the production 
of potassic fertilizers. 

We beg you to kindly inform at your erliest convenience the 
I . B.R.D. Mission of the above, and in view of such we enolose a copy 
in English of this letter. 

Yours faithfully 
lstitulo R~giondle • ~ I •.:-.anziamenlo 

elle tndustrie in ~icilio 

Dominici Sesto 



I. R. F. I. S. 

ISTITUTO REGIONALE PER IL FINANZIAMENTO ALLE INDUSTRIE IN SICILIA 
ENTE DI DIRITIO PUBBLICO 

N. ~0.~_J········­

Finanz. III - GM/AA/ls 

Palermo, --·············_Novembre_}th .... ~ .. 957 
Via Gen. Magliocco, 1 - Tel. P.B.X 15674 - Ind. Telegr. IRFIS 

Risposta alla not a del ·····-····--········ ...... ......... N .................. . 

OGGETTO 

Cassa peril Mezeogiorno 
Servizio CIF!' 
Piazza dei Congressi,20 - EUR 

IBRD Industrial loans 
R o m a 

We beg to refer to the verbal request suillnitted by Mr.Edward 
De Alba of the I.B.R.D. who has recently examined the industrial pr.2_ 
jeots suggested for the next loan of the Bank. You may rest assured 
that the process proceedings chosen by the Company'1 S.IN.CAT. 11 do not 
interfere in any way with the patents however registered in Italy. 

It is stressed furthemore that the machinery chosen by the Co!!!_ 
pany will be supplied by an outstanding foreign industry which is re­
sponsible and enjoys the sole manufacturing rights of the proce~sing 
adopted in relation to other similar processing. 

The above stated excludes the possibility of interference among 
the industrial projects of other companies for the production of po­
tassic fertilizers. 

We beg you to kindly inform at your earliest convenience the 
I.B.R.D. Mission of the above, and in view of such we enclose a copy 
in English of this letter. 

Yours faithfully 

lstitulo Regionale per ii fi nanziomenlo 
elle lndustrie in ~icilio 

Dominici Sesto 



INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 2 5 . D . C . 

}fr. Hu~h Bo F..ipman 
Cliief , Indust!'ir Division 
Depa.rtmen"' of Technical Operc>tions 
Interr,ational Bc'nk for Reconstruction 

and T)evelopment 
v·ashington , D. C. 

Dear Hugh: 

Grand Hot"'l 
Rome , Povemb,,,r 9 , 1957 

Enclosed is draft report on the CMI project to~ether with dra~ letter of 
representations , both of vrbich have been cle3red ¥'ith the Area reuresentatives . 

This ~reject for the installation of an Plectrolvtic tinnin~ line i s technically 
sound and does not appear to pose any major market nroblems . 

There c>.r e , hO\·rever , some financic'l l asoF>cts ·vrhicr require further eJC!'l~nation: 

1) The compe.ny proposes to nrovide thF> entire vrnO'.mt of its share in financing 
the Droject from interna.l reten t iom The cash flo"r estiMPtP indic<'.tcs that 
this should be possible , although apnears to leave onlv ~ snall margin for 
unforeseer. requireT!lP'1ts .,nd for di vi.dend distribution dnrin~ the construction 
period. This forecast , hO'YevF>r , may be consid,,,rE>d conservative since estimated 
earnings h::ivP. been based Ol'l the 1957 fig-1 res ... ,i th rio sales exoansion provided 
for during the two construction ·rears . Moreover , as in the nn.st , net income is 
shOVvn after setting aside considerablp funds to hidden resPrvPs . In vie" of 
th :l above I rave accepted the proposed fin2.ricing method on the cor.clition that 
the comp3.ny would undPrtakc to make up any possible sl ortfall in financin:; 
through "'cJ:T i11 of' addition3.J sh?re capital or shereholders adirc>ncef' o 

?) 'T'hr.- ~omr1:,my, in th<? past , has shov:n a r2th'9r poor liquidity position , •,ith 
a current ratio varyin::; bev;'feen 1 . 1 :1 to 1 . 3 : 1 , and no substantial imriroirPM'"'nt 
in this situation has been for 0 s,,,en for the futureo The company cont1:mds that 
this is an anparPnt rather than actual sit.nation h<>ceuse o: +tt? rlr.?stic U'1der­
valuetion of invArtori,,,s . Takinn- "lCC0'l!'t of hiddr;m reserves , st::i.t 0 d .,s c'bout 
Lit . 4. 0 hillion1the ratio would exceed 2:1 . Ir viev: of this situatior, I have 
tentativAlV su~:ested a current ratio of 1 . 5:1 provided the existPnce of 
unimr12ired hidden reserves in approx the st.'."ted c>mount crn be confirl"lF>d . Since 
the comnany doe" not ·r~rit tn ""11rnish env writ ten stateml}nt on this su:.~ '"~t, :: 
:1.:rr0 su.ggest ed that ISVEI~1!:.R should invest i gat e into the situation on t:. - spot 
2n · f1trni "'r' r:. -~it-ton report on tr.P com:-1anv1 s rP:,0rv<:is , status of bad dP.hts , 
r.dequacy of de:rreci ·0 tion r::i.tes on t,he existing plant , Ptc. Both 9;.irties have 
agreed to the propos.'."L Subject to the rPnort of tf'r Tt:::lr;;-nr R auditor , :rl:i cl-1 
l-as b0cn ,..,romised for the end o!' r,e;:t weJk , I SllO'f'eet that we a!3r0 c on a 1 . 5 :1 cur­
rnrit ratio for this .,..,,,..'.:>jcc\, arc , if +,he comp2ny insists , uermit " somerl nt lo, er 
r..,tio ( sa~r l o3 :1) dnrin~ tr" t:t~nsitional oeriod of corutructi on. 

3) 'T'he rompDny1 f' ca?italizatior. apnears rathPr poor, sh<Y'ring in 1956 2 di=:bt/ 
equitv rntio of 5~/h5 (if ~iension fund and ot} er nrovisio'1S are e1:cl1~c1,,,d f'ror~ 
th-:c "'':Ui tv conput..,+ion) . 'nlis is due ma:.!11,r to the considerble indehtedn"'SS 
t.0:13.rds n.:r incurred by the cor;,r2.~1~r in financin,~ its nostwar reconstmctior 
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p!'ogram, largel v due w"i thin the next ten years . The situation may be expected 
to eradti~.lly improve , as the debt is being rep~id , nrovided the company incurs 
no additional indebtPdness in financil1~ further P • ."'Y"nsion0 I have b"'"I'l +oJ d 
that no expansion pJans other than the prooosPd project are conte.~pl~ted at 
nresent. H0'\'1ever , to assure ;:,_ sound situa. tior in thP future vre may put up a 
debt limit~tion by pronosing a minimum debt/oq1ity ratio of say $0/50 0 I have 
tentatively included such a provision in the draft letter of financial comnit­
ments , but do not feel strong.1y Dbout the poirt , considPring the fact th<>t 
CMI enjoys a stron'.; backing by its narent companv, the Falck Group of THlan, 
generall v known as one of Italy' s best steel mamifactnrers . I would therefore 
propose not to insist on th~s provision provided thP nrooosed mortgace on the 
plant, -;,hich would ra.'1k behind the mortgages previouslv granted , \'TOUld be 
sup'l'"\lemented by a fidt1.ciary guarantee by Falck as security ::,f the ISVSD ER 
loan. I will send the revised summary of balance sh""ets and financial state­
ments for Falck , as soon as latest figures are r.13.de available. 

4) The Ll. t . 600 :r.ri.llion B.,nk loan is proposed for 10 years , plus 3 years 
gr8ce period. I have accepted the somewhat longe~ grace neriod considering 
th0 fact tr~t because ol the ti~ht const~1ction sch~dule it is possible that 
compl11tion of thP. nroject May be delaved six months , until June 1.960 , "Vith a 
corr0 sponding delay in the trial period until June 19h10 

As regards our further i.wrk schedule , ·we hope to have a final IJ1eetinr; with 
SIL on 1 ·ondav Novenber 11 , which "'l ould enable us +o complete the last report 
stiJl ou.tstandingo A meeting Tli.th ·rr. Giustiniani , ,rice-Chairman of Monter:!atini , 
corcE>rr1ing the aluminum projPct , is set for Tuesday rext . Meamvh:i.le vre c>.re 
working on t,he revisions of the several draft reports on u:bich com.ments by the 
.:)ivisio!1 have been receiv<=>do 

The members of the P,ank r,fa"'ion are aware of the time stilJ_ required to obtain 
final approval by TOD of thP. proj Pets rPCOr:tlT'ended for Ba!lk financing ond we have 
~~!'""E'd tbat th.l.:::; v•:,•.1ld not delay prenar"tion of the loan documents and disc1Ssion 
on th<=> approxim?te 2mount of the lo"n ::>nd broad distribution of lo.?.n funds by 
sectors , subject to fiYJel figur~s , for further reference to Ylasbington. Ellsworth 
Clark has n~reed to reviE11 the or~lim.in~ry drafts of the letters of re~resentation 
on the understarrllng ti.rt +} ef'e are still subject to chan;?:es ,..,end111(7 coment an(1 

final anr,rovol by TOD. This would enable 'Sllsworth to le<?ve for ' 1.s: ington on 
Th'.lrsd?..y Nover,ber 14 a rd Sid for Vienna on l'iovember l 7 , v Lile Scott would stay on 
a fev, mo.,.c d:i ~, if nP.cessary , to help to finc11ize the l·..,tters of representation. 
Eduardo h.:i.s po"tponed his <lepartur0 u!"til November 14. 

With best regards from rll of us . 

Yours , 

"ncls . Ladislav Svoboda 
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C. M. I . 

Borrower 

lrt draft 
xr- 9- c;7 

The pro~pective borrower is Cantieri l'etallurgici Italiani (cirr) incorporated 

in Naples iP 1916. The compar.v operates plants at Castelle.IDJ112re and Naples for 

the nroduction of galvanized sheets , hot- dipped tin plates , nuts a~d bolts and 

builds anrl repairs railw2.v rolling stock. c:rI vrou.ld install a line for the 

production of electrolyt.ically tinned plate in their plant at ~laples . The cost 

of the oroiect , including a.dditional wor!ci.ng caoitnl and interest during 
• C t(t ~ -

cor.struction, is estimated at Lito~o 7 billion (41-2 o{mi]1ion) of whfoh Lit . 600 

mi llion (,0. 96 million) are requested from IBRD funds to finance the imported 

equ ipment for the pro,iect9 C'J: is owned by Acciaierie e Ferrier e Lombardi 

Falck S . p.Ao of 1.:ilc1.n , large manufacturers in Itel v of iron and steel products a 

Description of the Project 

The project contemplates the installation of a modern electrolytic tinning 

line rrhere cold reduced steel strip in coils will be electroplated vri th tin on 

both s11r"tces . This line W) :.:.ld ha.ve an esti"!lated production canacity of 

24 , 000 tons ner vear of tin nlate of international standard types . An increase 

in capacit:v of an additional 12 , 000 tons per year can be accomplished ·with minor 

modifications aDd enlar;ements of the line. The cost of this installation i s 

8stimated at Lit . 920 million of which some Lit . 600 million woul d be required ---for the acquisition of imported mecbinery and i:iquipment . 

The electric power required will be about 5 o4 million kvrh per year with an 

estimated peak load of 1000 kw and will be ruprlied by Societ e: Meridionale di 

Elettricita. 

Present Status 

The planning and en;::ineering of the project have beer, completed; tenders for 

machinery and equipment received and an?lyz.cd; orders can be placa:ion start 

notice. No ,rnrk has been started. Installation is expected to be completed by 

early 1959 .. 

I 
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C''I has ovP.r +,:r,; +y years of expericn:e mft in plate narufacturing. The 

conpany has Q m~nace~ial and techrical staff which has the necessary cocperience 

to q>ercte the electrolytic tin plate sectiono It can also obtnin technicD.l assiste 

ance , if needed, from the F~lck Group. 

Financing 

It. is proposed that of .i.he Lit. 1.9 billion estimated totel co~t of the project 

I;i. t . 1 . 2 billion OOJld be financed fron depreciation a:cruals an:i retained earnine:s; 

the remaining Li. t . o.6 billion would bo covered by the proposed IBRD lo:i.no The 

fin~rcial. position of the Company at the end of fiscal year 1957 , and its esti ­

mated rosition upon completi0n of the project at the end of three yc.;3.I's of ope­

ration of the nmv elect,rolvtic tinninc line are as follows : (r.ri.llior lir ) 

Oct . 31 Oct . 31 Octo ]1 
1957 1959 196? 

(_ r 1 '.m.ina r r) (estimateJ.) 

Fixed ~.ssets 4 ,980 £ ?020 6 ,0:'0 
~ss Depreciation 2, 270 " ,870 4,070 - - --
Net Fixed assets 2,710 3,1ro 1,950 
Net Current Assets 1 ,036 1,210 1 ,810 
"Additional Assets" 160 1,4h8 

Total Assets 3 , 71~6 1 .. ,520 :; ' '>08 

Share Caoi. taJ. 1 , ()()() 1 , "00 1 , ()('() 
Surplus and Reserves l ,185 1?62r' 2,842 
IBRD loan 600 476 
other lone term debt 1,561 1, 29r v90 

Total Eqnity and Liabilities 39746 4,520 S ,208 

The Company' s sales have incrc~sed from Lit . 706 billion in fiscal vear 1954 

to Lit. l" .o billion in 1957. Net income has risen from Lit . r'4 million t o 

Ii~ o oO 1iD.i0n , representing net return on share c~pit~l of 14t and a; res~ect­

ively. Considering the substantial am~nts set aside e::.~h ye:-r to hidden reserv-~s , 

\ 

the ru,1pan··1 r actunl income in recent years may be estil"'...atcd at four to fi~;c times 

the officially declared fig,.wes . 

\.,; ----
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Tin plate consumption in It2ly for home use and ro1port requirem:nts has 

increased by 15cr', from thP. Drmvar years . In 195l , 116 , 000 tons were used of 

whi.ch 57 ,001) were import.,,rl. CFI locatio,. ii"' N<>ol •s , which is the center of a ver-J 

important cannifl,; industry, uould have the advantnge of sellinE tin nlate for 

canned foods under the so-called 11 duty b ound" regulations , that is , tin pJ c1te 

'rrl ~ ,eroduced with tempormrilY imported r8Yf ~terial:: w:i.thout payment of import duties 

~tf · which~~ be sold at esp, cially low prices • 

. ~.. l--c,~ be able to oroduce tin plate at a price competitive T<. th present 

V\ f prices of other producers ,it}•in the ]hropea.n Common 1hr keto 'T'he Company ex,ects 

to export about 3~ of' the electrolytic tin plate produced to countries in the 

l:edi terranean market , sin-; their e:d.s tins e~ art sales organiz~ti i.o 

Another electrol~rti,: tinninc pl~.nt is being installed in Northem Ite.ly. It is 

estimated that the ou·tput of both "1lants can be nlaced in the local and e::,p ort 

markets since their hot di? "'lP+,inr productior, "'ill be decreased r.ccordinz +o 

market requirP-Mentso ~lectrol~.-tic tinnin1 is ~:s. lacine hot- dipped tinning all 

over the y;orld due to its eco .. omic ::md tf)chnical advantages o 

...,.arnin~s and Debt Service Coverage 

The comp2ny estimates thcit, in 1Q62 , when the oro~cct ',7ill have reached full 

I 
capacity, total production of all faciliti~s will have increo.sed by about 2~ over 

pres,mt levels . B~sed. on present costs nnd sales pric""f , sales would amoant to 

Lit . 14o1 billion per ve::i.r , and net income to Lit . 38c; rri.llion , representiflg a 

return of 10?'. on the cornp:.ny1 s ~uity investment and as 1nuch c>s 38% on its share 

caoit.,1 . Forecn.sts of the compan.y1 s sales and e2.rnings as a whole are given 

i11 Annex / o 

;;:stim;,ted com.r~ny e~irriings before interest and d8prc-c · r tion hen cl. l fac · 1 i +,.'..es 

arc opcratine at a normal rci ... p, shoald co•:er the df'bt serv...; ce of the propo~ed 
~ f,o 

IBRD loan .2.1:: 1t 3. ,: tit1cs and ti1 :- totu.l debt service requirem .rt" about 2. 9 times . 
?: ..___~--

The c')mpo.nv ohv ... l .... oo able to 7f i thstand a simultaneous dron of l"' in revenues 



CIT - 4 -
1st dro.ft 
Y.I- 9- 57 

and aTl il""rease of :J. e; in operating co::;ts and still meet the servicing require­

ments of the proposed IPRD lo.:?.n .. md. its present d,:;ht . 

Economic Just ~fic t lon 
!')roject 

The cn:/,vill pr oduce electrolytic tinplate of inte"'!lation~l standards and 

ther:::by rrill r educe the m'ed for i'1crear,ed :iJn!)orts of this product to r:ieet tho 

dem~nd of tl" c3.nnine inctustrv and other users o The 1lant ,rill be 

located in N<'ples , thf' center of Ita.l rt imr,ortan+ c c>n' ; .,., ~ ;_.., ·t1.st:rv0 It •;·ill 

contribute an estim.-ited s~vin::c "i.. for., · er' ""YC~".n1e 0f Li+ . lo8 billlion p . 3.o 

Conclt..sion ".:lC .. ecori ,endations 

Thu c·:.r projt:ct :ia sound and co'..1.lC: form the h2.si s for a loan of Lit o 600 ll'j_l lion 

(~9t~ ,ooo ) xcl uding interest during constr~ctio~o The torm of the loan could 

be 13 years , · cludin£ 3 years .:;race period. 



C .M. I. 

Financ.:.al Forecasts 
(Ui.1J.1on !ire ) 

Co1&.ruction Pr~ject 
Opa:at:ion rxisting Plant 

ye~r endinG Oct . 31 I958 1959 

I. ...... c__ ti.n cs st:,.+ ,...,_, .... l"t 
Pro ruction (" of c ~.a city 
of ] rctroly':.ic t i 
line) 

ni!'lC: 

Operating costs / 11, 050 11,850 
o,eratin~ reserves~~; 10n ~/ 10n a/ 
I nterest - IBRD Jnan ~ c1~,:: o~r 

- Other lone term debt 100 100 
Deoreciation 300 300 
':'axes JO 30 

Tot.el co~ts 12, 380 129380 
Net Sales 12,500 12 ,500 
Net Income aftnr taxes 120 120 

= -== 
rot :::ncone ac c' of share 
c~pit~l and Reserves 5 5 

II. So·u-ces and 1'.".'.)nlicat::.on 
or Funds 

Ket !~come b~f~~ into:>rn::;t 220 220 
Dcnreciation r.cc,.... 1 als 300 300 
Accruals on p<Jr t.:.onn.l l'CSZ!'V'eS 1" I 100 
IBRD Loan 201') t,rn 

Tot~l ... 01.::rces 2u 1 ,020 

F:_x.ecl .Assets 500 h90 
IntQrest and Fin~n~lal clnr;:;es 15 35 ---

Total u:ed t ::.set1 ;°'] c' ;2~ 
·ret cur:"'"'. t :i.'"S'Jtr 

D ~'D clebt Servie e 3./ 
(- 26) 200 

Scrv.; ca on o"':-h~'!' lo~G te:::-m debt 231 235 
11Ad 'itiono.l assets" 100 60 

m')t,c.l applications 
, -,., " 1,c20 

L/\.-
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~~~=,tion all facil~t·ns 
1960 1?61 l?t;? -

/\ 

75 75 100 

13 ,282 13 , 282 13,110 
100 100 100 

42 42 3o 
90 90 80 

400 1.i.00 4m 
40 40 43 

13 ,95L, 13 ,95li 13,771 
11 ,220 149220 14,156 

26(- 266 385 = = = 
9 8 10 

398 398 503 
4nr) 400 400 
100 100 100 

898 u98 1 , 003 

450 150 
I,., 102 10" 

225 225 21; 
181 571 c'Jf 

398 898 1 ,003 

1 \ r{'I O / t>-1 ' O'Y'l) 

1_ 7'. ~luaing Pension f .,~ nd other p:::-c- ,:c1fit rr,:-crves 
"2'/D~.:ur.u.r.:: lo:.n Lit. o.6 billion at 7"' :'or 13 ,rp rs ir.cludine: 3 ye::irs crace erioci 
JI: +,er ct durirs c-:m~tr tction ca;,i ... 3.li d 

/ 
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Oper.1tion ~ist:i.?'~ :?lrnt 
Opn·.:::.tion all fo.cilities 

ye:J.r en-il,..,r; Oct . 31 19'.>7 1958 F:: !960 ~6I !962 
pre 1.inina ry 

III. Ba:: ~:ice Sheets 

led Fi::ed a.s::;ets - project 515 1,040 1040 1 ,040 
h"\ . J.. • . C.Sv::.ng 
pl~nt 4,980 4,980 I sS"O 4,9 ,0 4,980 I ,9"0 

L£-s~ derreci~tion 2,270 2,570 2, 870 3,270 3 ,670 1, ,070 --
ilot Fixed Assets 2,710 2,925 3,150 29750 '"> 9J,...O 1,950 

Net Current Assets l,OJf 19010 lt210 1,5to 1,660 1, ::10 
11Additior-.:::.l assets" 100 160 .341 912 1,443 --

'T'otal Assct.s 3, 71..J,( 4,035 4,520 I ' 7r1 4,922 .s ,2oe -- ----
Sh:i.re Ca:E='i t<>l 1,000 1,000 J 2("'1(' 1,000 1 ,000 1,000 
Su!'pJ.".!s & 'Jicserves 1,185 1,1,05 1,f,:?c' 1 ,991 2,357 2,842 
IBP]) Loo.n 

1,5~1~7 
~00 .s "'II') t l'\(j :'.o l.:. "7/' 

'" 
Other Long Term Debt lp430 1,295 1 pl{,() 1,n?c' 890 ---

'l'otal Equit:r and 
L.i.2bili ties 3, 74( h,035 4,5~~0 4, 751 4?922 5 ,208 

= = 

.!:/T C1 ' .ing loc:.ns Iit .1.2 billion fror.i r : , ep:.yc-.bJ. (: w.:.thin 15 j~ar .,..,eriod ending 1968 
Li.t.0.2 billion from !3:-.,': : 1taples rapj,~.bl b· 1964, and 

bones Li.t . Oo3 billion rcpa~'c'ble within 20 year n0riocls rmdi!!g 1071 "'nd 1?74 
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Draft letter of reprcscrt~tions 

Wc1.s1 :.n:t :>n , "I .c . 

Ger1tlemP.,... : 

J st draft 
'""T- O- r:'7 ... _ ,, "J 

(1 ) This will cor "im certt:i!l understandirgs r:~~ ch havo 1:-ecn reached 

dur..:.ng discussions bfftr'em represent~ti ves of t!1c "::rternatio ,- 1 ""'tnk for 

P.ec0:1struction ay,cl T'\ovelopmcnt ('' ,:-e.i.nafter ref0rred to as Br.,.,1
:) ... h~ Cassa 

:!)er Opere Straorco.naric di Pubblico foterc~se nell' I t::i.J.i<i ••.,.,ri c1-i on::ile ( t he 

Cas.:-a ), t'h..o Ist · tuto per lo Sviluppo 'Sconomico de:1 J .. ' Ital::.a Hcridionale 

(2 ) You have informed i:.s tJ,c?t the Bank is c ... n::iderine a. lo~m to the Casso. 

r:1l t!"r.t :part of +r2.t loan uiJ.l be S"')Ccificr.11.ly .... ,_, oc .... ~ed for 102..ns for vc..~ious 

ir:.d·1strial undertaki'1.;~ in the :i.rca o" the Cassa ' s com~)etenceo 

(3) Ylc b<,l:ve proposed til.}t t:rcre shoul ..... be :!'ir.."nced out of t:1e }."lro:,3cds 

of the J..02n our project to inst.:-.1:.i. t:r1d oper~tc e..t our plan:_,:r ~ ~J::...:~._:n 

electrolytic tj .. nnin3 li'1e of a capacit:r of 24 , 000 ton~ yca.'-'-.u:.._inplat~ of 

interni:tion::.l stl'.nC.:e..rd types . "Je have informed you tr.:it the 1-ro fo:ro.a. balance 

sh...!et of o:.:.r com!•any, ·m com~lc~ion of the ::iro:cct , ,·ould b'3 M follcms : 

L.i.atiJ::: t.:.es 
?L~c:d l1.:scts 
Dcnr >ciation 

Lit. 6 , 020 ,000 , 000 Sf ~ re C:' ni tal 
2 , 870 , 000 , 000 Surplus U.td reserves 
J9l)09000p000 IBRD loan 
1 , 210, 000 , 000 otl er long- t~m c.cbt 

Lito l ,00r ,oon 9onn 
196251000 ,000 

600 9000 90('0 
1 , 295 ~000 ,000 

}!,,t :?:i.xe<l \ssets 
i c+, Currc'nt A 5!:.:ets 
"Add.:.:,.:.0:1.:.l ·.ssets" 1609000 , 000 

It i.s understood the..t tho a':lounts s:mm .:;.s surplus and r.ddlt.:.onal 

assets may b8 re· 1c~1... b~r the c..•:10unt of dividends paid during the interin period 

subject to the re,s~:-L;ti0r-. of this lottPr o 

(I.! ) 'T'hc cost ()f the orojcc-':. f': ,r.1lc be cor.si.:1'"'rc-d as Lit., 1,, 240 , 000 , 000 

c..1rre:1t ~s::ets o 
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(::') le h~V"' be n informi:;d that i. n '·.-c nroposed loan s ould be made , it 

vould be made to the Comr,any by IStrP:G 1 
.., , to "1,ich the C"'ss~ o· ld lend a 

portion of the B:i"lk ' s loc..n for the purpo:::r. You 1 rve Sc'id that before you 

co,lJ.d approve '"'!>,,or~ble considertior. by th_ Cassa or IS rrrnm of the ryroposed 

loan "·0•1 iiolld require ce .. tain unde-rtakings from the Co:npz.n,• v·.:.th respect to 

(~' "'he c..ssll:'::.nces ~nd "..'..ndert :.:. ~s · hich you m.ve roquos·.ecl , to be 

effective ·-liile ~ny part of t...,e loan to tr e Company · 11 be 011tst:.noin3 are 

!;h..:::.t valid arrnn:;enents w.:.lJ. be made , under which : 

A. The undersj aned rill n t , rithout ap'F')roval of the Cassa and 

IS1TEII"'i'R incu.r nny additional lon~ tArm debt , if such debt 

Trlll result in the ratio of e1uit,r to lone term debt bein~ less 

th"n 1 :1. 

B. If the com!~lction of the project or its successful opc:.·ation 

is hindered or del~ycd or is threatened with hindrance or 

delay because the fund::: ~vc.ilable are inade{luate to ensure 

its completion A.nd the provision of the necess.:i.ry workin~ can::..tal , 

pro'"/). t arran:;., onts sr."11 be reclc in "ccor&.nce TI.:.th - financial 

pl(l.n ap. roved. bv Lcsv=r, to rrovi e thn necess;il"r funtl"' fron 

share c it:il or shareLolder~' adv~nce>s, r.s and · rhen rec~uirec.; 

C. Shc>reholderf ' :.dvanceG rov.:.dec! 1.mdnr S''bparagraph. 13 -

T ~• Shall not be r.:.t:.drmm; 

!I. Sh2ll in all respects be subordl~-tcd ~call dcots 

of the Company; :tnd 

III . Interest or ., n ott er remuner.:i. tio.,.., shol l be payable 

and "'C..id ther 0 on only out of net ryrofi t .1nd. only to 

the i::!:-:tent that a.:. vide:r.ds would be cayablc tiiereon if 

such sharerold0rs I advance!:l rod oriein:?.1.1 y been r~id 

in ~s s~~r~ ca ital. 
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D. The undersi~ed will not , ,.i •.ri,.,'.lt the prior approval of tre 

C.:?c,;~a .?nc:1. ISYEii' -q , nay dividends or n::..ke other -payments to the 

shareholders or ado!)t any policy if such pavm~nt.s or policy v'ill 

result in or envisage : 

I .. 

II. 

The r~tio of current ass~-rcmt lia~~1 ities 

being less , at any tim~ than lo5:}~ ~ · 
The excess of Gurrcnt o.ssets over current liab.; 1 i t..:.es 

bP..:..nb less, fter the first t-.·relvc mo~ths of or,crttion , 
~ 

th~n Lit. 1 , 700, 000,000. 

(7) For the ;_'.>U!'!10Se of this letter "current assets" sh.?11 be conGidered 

as cash and c1.ssets r00.dily convertibl"' to cash end '1.11 othrr assets "Thi.ch 

would , within one vear in the ordinariJ course of the Compan:vt ... business be 

converted into c2.sh or as~cts readil~r corvertible cash; and11 current liabi::tities11 

shall bf' considered as liabili+ies due and ~ayable and c.>ll other liabilities 

17!-' ·.ch -rrould be ~yablc or co'..1ld be c~lled for payment Ti"i. thin one ye[l.r ; 11 equi t;f' 

shD.11 be considered a.s paid up share c~pital9 shr.reholders I advances , the 

Orc1inary and Fxtraordinary Res"'rves and the Inventories a.nd Fixed Assets Reserve 
,, 

(?ondo Svalutazione Perce e Impianti ); ''lone_ tem £_0btn shall be considered as 

all liabilitif'S other than sh..ar<"holder::; 1 adv,:.nccs c.b.e and pa:;,-i.ble after a period 

of one or more years . 

(8) Th undersigned hereby .::;iv~s you the assurance and undertakin~s set 

forth in nara0-ra.ph (6) above to be effective on the oondition that you make a 

loan to the Cassa and that from the proceeds thereof ISVEIMER ne-rees to m2ke a 

lo.?.n to the Company for the above- mentioned pur)ose in the e.:p!"roximate .i.mO'.mt 

of Li.t o 600~000, 0000 

(9) It is unde:retood that the terms and roPditions of "'ny suer. loan will be 

set forth in nn aveement to be negotiated and cn~ered into between the under­

siznec. "nd ISVEIL';E end that the substance oft.he assurances and undert.2.kings 

given in this letter ~ill be incorporated therein. 
Yours truJ.1r9 

Ca.nticri 1'ctall urgici Ttal:i ani 



!STITUT O PER L O SVILUPPO E C O N O M I C O 

DELL ' I T ALX.A MERIDIONALE 

I. S ,V,E,1.M,E . R. 

NAPOLI 

IL DIRE TT ORE 

Dear Mr.Ross, 

l~ovember 8, 1957 

Mr. Murra;y Ross 
c/o Grand Hotel 
ROME 

According to your request, I am :pleased to enclose 
herewith a copy of the Report of the B,oard of Directors 
and the Balance Sheet for the year 195'6, as well as a ta 
ble giving the classification of the ~pplioations accor­
ding to the residence of borrowers. 

Placing miself at your disposal :f or any other inf or 
mation you m~ require, I remain, 

Yours faith.fully, 

Enola/ ~~,~. 



INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 25. D. C . 

Mr . Hugh B. R:i.pman 
Chief , Industrv Division 
Department of Technical OperatiJns 
International Bank for Reconstruction 

and Development 
~'.'ashington, D. C. 

Dear Hugh: 

Grand Hotel 
Rome , }Tovember 8 , 1957 

I enclose second drPft of reuort on the Montecatiri 0 otash 
Project , incorporating the coJ!llTlents of 'a1t ' s letter dated ~rovember 
4. I have included in the rPport t},e two paraeraphs on lfontecatini ' s 
financial position c.nd devP.lopm8nt program previouslv contained in the 
report on the rontecatini Iluminum Project , as it does not an:pear 
probc:ible that th:i s latter project ,rill qualify for Bank fim.ncingo 
I have made tte im,rovements su0eested under th~ two headings cxceDt 
for redraft of oaragraPh on financing the ?rogram (1100 4 in '"alt ' s 
letter) since we have no reliable information on its estimated total 
cost. 

':re hope to send the revised .fl.BCD and C().rn reports within the 
next fen days , pending agrecmcnt with the comn~!:ies on the proposed 
reduction of the amortization and ~race ~eriods r8soectively. 

Completion of the report on the SIL !)roject ks been delayed 
because both negotiators are sick with the flu o 1'!e hop0 to mn~t them 
this Saturda:v· or earl:r next week to work out a reason"'ble financial 
pro;rrrun . Hecm:-hile I enclose draft of tre first nart of the renort 
coverin~ the technical and market asnects of t.he project o 

1 !ith b 0 st regards o 

Y'ours , 

Encls . Ladislav Svoboda 
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The prospectivl3 borrm•rer is tho Societa Idroelettric-i liri (5 . I.Lo) , a company 

presently opP.rating a hydro-electric station in the Liri vo.lley supplying seasonal 

power . This station wmld be completel;,;r integrated with a new pulp and paper 

mill near Avezzano in the neighboring 'F'ucino yalley ·which v11ould m2~<e full ll.se of 

this seasonal power. The total cost of the proj ect as recently revisf'd , including 

t1:e ,vritten down value of th -a power plant , as well as working canital and interest 

durine construction , is estimated at Lito 6.4 billion (~10o2 million) of w:rl.ch it 

is proposed that Lit. 3 . 2 billion (15.1 million) should be financed from IBRD 

funds . The Bank has already finam~d Lit 2 , 6 billion (~hol6 rnillior) under Loan 

117 IT . The additional Lit. 600 million now requested ,is needed to finance the 

increase in the cost of the project. 

SIL is c::>ntrollcd by the Torlonia group , which also ovms other ePterprises ? 

includinr flour mills , sugar factories , aF;ricultural "'nd urba.n land. 

Description of the Project 

The milJ would have an anmw l production capacitv of 30 ,000 tons of ryaper 

(12 ,000 n9,rs~rint , 10 ,000 ~.agazine , 8 ,000 medium and finP ) against 25 ,000 tons 

as ori~inally nlan.11.ed. The projP.ct will include a groundwood mill producing 

12 ,000 tons of JT1echanical woodpulp and c1. str::-:vrpulp mill :oroducing 6 9 000 tons 

of bleached sulphite pulp ar.nually. Another 109000 tons of chemical pulp and 

sronndwood Wollld be imported. The plant would inc-lude equipment for the pro-.., 

duction of chlorine ar.d caustic soda required in the mill/ 

The incre~se in the cost of the project is due to the enforcem~nt of local 

earthquake regulations requirine: extra t.eavy fo-.:.ndatio!1s and structuref' 9 closer 

tolerances in erection, and the installation of a hi~her speed paper machine 

than ori~inally planned , increasinb the annual pro0uction of paper by 201 . 

As preiriously stated , most o! the pmrer requirements would be covered by 
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the existing hydro- electric station. Durine tlie ~triad of seasonally low wnter 

supplies~ t,herm'.ll pmver wo-:.i1d be available from a sugar factory in the same region
9 

also belonging to the TorloPia group . 

Raw }~a terial Supply 

The pulpwood and straw required by the plm t would come f~m the Fucino valley. 

About 600 ,000 poplar trees , planted in the valley as windbreaks , "till supply a 

p~rpetual annual yield of 33 9000 t·:ms of ~ulpvTood. The Tu.cine valley ::.s also a 

so1.1rce of laree quantities o:: wheat straw which a.re not utilized industrially 

and would be more than n.dequate for the needs of the planto 

Present Stat.l.S 

The revised schedule of constraction and installations esti"12tes the project 

to be completed by the end of 15'58o Orders for equipment and bui1di.ng constrtiction 

e.mountine: to Lit. 1,980 million ru:ve 2lready been pl~cedo Sinkins of piles and 

concrete founcla.ti.ons for the buildipgs have been started. 

J.ianagement 

l1a.na!;e.TTient personnel would be provided fro!'l the Torlonia Group 0 Technical 

personnel and know- h6'T during constructio:1 arid P.z.rly operution of the plant Yrnuld 

be provided by the consultc.nts, Sindicato Cellulose :'omilio 9 ,·,i th w0rldri.de 

e:cperience in the d~siu, and operat~cn of paper "'ll.]1Go 

}'2rkets 

The paper would be sold within Italy. The present Itt.lia?i. im9orts of na'TS­

print and magazine p~per arc about equ3.l to the proposed production of these 

types in the new '"u.11 . Since Itali.:l.n consumption of paper is growing o.nd l.rtr'orts 

are contrclled Ylith a vi~ to encouraging domestic paper proc.uction 9 SIL r1ay be 

eX!)ected to -"i!1d a ready market for tlei.r :-,roducts .. 

Financing (to be supplemented) 

The Torlor.ia Group wo.ild supply Lit . 1 . 3 1'illion 2s share capit'll. · This 
deP,rAcicted 

includes the 'fJOWer Dlant ab ai'value o·~ Ll.to 376 r.il1io?1 as .:-t the end of the first 

operating year. In cdrlition , they rould contrib,lte Lit . 2. 0 billior. in lo.'lns 
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under coven2nts vrhich would make than equ:. valcnt to equity includin~ Lit . o.6 

billion retained earnin~s from operation of the PCl\'Ter plant. The anount of the 

proposed ~cl'litbr1al loan from IBRD fun,1s would be Lit. 600 1..illion increasing 

from wan 117 IT) to Lit • .3 . 2 billion. The estim ted oro foma. b3.lance sheets 

on completion of the plant and after tl:..ree ye~rs of' oper~tion ::?.re stow below: 

Table 

Fir.anci,:J. forecasts for SIL 2.re ~iven in Annex • A letter c:.' 1 t2.ining the 

fin-.ncial condi ti.on::; agreed to by the Co':l,n.ny is a+,:,3.ched as Annex 

Earnings 2rid ":)ebt Service S"v:-rc:.'.:;e (to be su.::,plemcnted) 

SIL estiI'l!ltcs tl":at in tl:e first ye~r of production the olant will operate at 

50.., ca'1'lci tv 2-t a small nrofit .,_r,_d that it niJ 1 rf::ach full cap~city in t.hc tr .l.rd 

vear. For that ye?.r sales ar~ estiMated as Lit . 3 06 billion c.nd n0t incor.i.e after 

taxes as L:i.t . 430 miJ. l ior. representing 16~ on share capi tal and sh:-.reholders ' 

adv"nces . 

The debt service coverase of the brn IB'!ID lo:.ir,c .;_n the third v'"'o.r of operation 

WO'..lld be :;bo1.1.t three times . Even on the ascumption of a 10~ fall in prices , this 

coverage would still be about t':!o times which would leave sorns mar~n ir the event 

of ~:certionel price falls or costs j_nflation not paralleled in the I!lc\jor paper 

e1:portini countries .. 

Economic Ju.Ptification 

The mill ' s production will replace paoer :i.r.l.ports by 22 , 000 tons of ne:rsprint 

and nagazine p2pprs and should effect a nen saving in fature pulp ir::iorts of 

6 , 000 tons . The net foreien exchange savin{;s are estimated at about Lit . 2. 6 

billion ( ~4. 2 million) ".nr:.u2.llY 0 

The r·ill Yo ul,., Ufle ret:;ional supr,lies of wood and stravr ·,,hich , in its absence , 

would have a ver;r 1cm economic value. In additi'.)n to providinc ro..~v sources of 

agric'.lltnral income and l~bor , the mill would create a.bout 375 direct emplo~Tient 

opportunities for industrial laboro 
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The revised SIL project is sound and coQld form the bacis for ~n cdditional 

Bank loan eqt·.i. v.i.lcnt to Lit. 600 million , for a term of 13 vea.rs 9 including a 

grace period 0£ 3 yc~rs . An adjustment of the interest ratP ~nd grac e period 

of the first lo'ln of Lito 2. 6 billion to m'.ltch the terns of the na:1 lo,"ri , as 

proposed by I.SVEWER, WO'..!ld bo appropriatco 
\ 
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The prospectiv" borrower would be the Societa Generale per l I Industria Mineraria 

e Ch:i.mica s . p . A. (Hontecatini) , a privately mvned company incorporated in 1888. 

The company would open a mine for the extraction of potash mineral (kainite) at 

Serradif~lco and er~ct a ne:; plant to rrocess the k~inite into potassium sulphate 

at Campofr:::nco in Caltanissetta provi~cc , ~icily. 1hc ~sti~?ted cost of the project , 

including working c.:i.pital and intert?st during construction is estimated at Lit. 

10. 3 billion ($16. 4 milli ri) of ,7:h~.ch Lit. 4 billion (C6.4 .. ullior) l''ould be financed 

from IBRD funds . Jlontecatini is the Ja rgest r.ianufacturer of fertilizers as well as 

the lar0est chemical manufacturer in Italy. 

Description of the Project 

The project includes the development of the Bo~co mi!1e c:ct Serr<idifcilco for the 

extraction of about 840 , 000 tons p<Jr y CEJ: ( 280 days) of unsorted potash Mi,,ere.lo 

The mine contains i,.vo i:;rades of potash mineral Yti th a K2o content of 12. 5% and 17;'; 

respectively. The oroved reserves of the deposit are about 25 million tons of good 

quality kainite. The unsorted ore would be transported from the mine to Canpofranco 

by a 17. 4 km three-cable roperray, with a minimum capacity of 150 tons ~r hour. At 

Campofr, nco a processing plant would be c::.·ected co:isistin~ of a flotation unit with 

a capacity to concentrate 81.io ,ooo tons pAr ;rear of unsorted mineral with a K2o 

content of from 12~ to 171, . After concentrDtion , the kainite would be transfonned 

in another unit into scho..,riit~ frol'l "'hich potassium sulphate :.s derived., The potassiu 

sulphate wo·.1ld then be separated and driedo The plant would be able to produce 

570, 000 tons per year of concentrated kainite (17% K2o) , · from which about 133 , 000 

tons per year of potr.ssi lJTl sulphate (50% K20) r ould be obtained0 This assumes 

that the plant will operate on a two- shift basis . 

Water needed for the orocess would be obtained from the Pl;i.tani river at Cernpo-

franco. 
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The :process for kainite treatment have been developed and patonted in Italy by 

Montecatini. 

Present St2.tuso 

The mine area has been explored and the location , size and characteristics of 

the mineral body have been determined. The mineral obtained from mine exploration 

(about 2?000 tons of kainite) h~.s been processed in pilot plants at Porto Marghera , 

near Venice , to establish the correct production ~rocess and equipmcnto 

The s~afts for extraction and ventilation for the e2'p.oitation of the mine are 

almost completed. The elect~ic substation has been installed. 

All engineering designs for the mining operation ~nd tho plant ir,stallations have 

been prepQred and mining equioment has been ordered. 

The company estimates that cor,struction can be completed by the end of 1959 if 

financing is arrane;ed -vd thin 6 months . 

Management 

Uontecatini has large mining holdi:""lgs in Sicily as well as several fertilizers 

plants , one of vr!:ich is alrec:.dy in O!'eration at Campofr.:J.nco. There is , therefore , 

no problem of securing com,etent managerial and technical talent for the nm mining 

and industrial activities i.l'l th2.t area. 

Fin3.ncing 

The project will be constructed und op,.,r3.t ed a: an integral part of the Montecatini 

organization and not as a separate legal or :financial P.r,tj ty. Its fine.ncing , both 

for fixed as:::cts and working capital wi.11 be prov:i.ded from the c;eneral funds of the 

company through the interplant accouts . Total cost of the project is estimated as 

Lito 10. 3 billion (iricluding Lit . 0 . 3 billion interest during construction and 

Lit. 1.5 billion working capital) of -vrhich Lit o o. li billion represent work completed 

todate. Not incl 1ded in these fir;ure ::: ::.a ~n additional Li. t . o.h billion spent for 

research ard cor~tritction of e>:pcrimental plant vrh:..ch have been charged to Fontccatini 

ordinary developmental <)Ctivitics . It is proposed that of t,he cauital cost of the 

:!)!'Oj~ct, Lit. 603 billion would be rovered from a lon~term advance by i!.ont'3catini 

and that the remaining Li.to li . O billion wo •l.d be financed with IBRD fundso Addi-
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t:.onal w-:>rking capital , if requlr-.:il , ,.ould be pr::>vi '0d b:· .. ontecati.ni tl,rou[;h 

Estimated h:tlanc"' sheets for the potush plant O_!"Pr.'.ltion , taken for ill•.is:,:-~tive 

purposes only, as a separate er.tity, on co~rletion of tr.e project and ~fter five 

yeo.rs of oper::>tiop are srowri belrnv: (in million lir .) 
Dec o31 DF>C O 31 Deco 31 Dec . Jl 

1_q59 1964 1959 1964 
Fixed Assets 8 , 830 8,330 Head Office ~dvencP.s >,130 6 ,330 
Less depreci.:-.tion 3,530 
Net Fixed assets 8, 8Ji'5 , ,300 Surplus 2,283 
Net c'1rrent Assets Jon 1 ,~0n IBRD lmn 4,oon 2 ,341 
"Addi tione.l Assets" 4,1S'1i ---

9 , 130 10 , 95li 9 ,130 10 , 954 ---
Financial for"'casts fo::- the pl2 .. t , - e;ain t.~ken for illu.~trativc pv..rpos"'S , "S a 

separate entity, <1.re shOW'n in Anrcx. / o A letter setting forth the financial condi­

tions agreed b • the Company :::.'re shown in Annex: ! . 

Financial position of the Company 

The "let profit of the Montecatini company has risen from Lit . 8 . 1 billion in 

1953 to Ll..t . l0o9 biJ.lion in 1956 , wh.:.ch represented a return increasins from 9. 6% 

to 131 on share c~~ital . At the end of 1956 the company's ~s~ets r.mounted to 

Ll..to 256 bil.1-ion and. its equity to Lit . 152 bil1ion. Its c-:.irrr>nt r.'.ltio was 2. li: l. 

J'ontecn.tini ' s long term debt at the end of 1956 stood at Lit . 53o4 billion , showing 

a ~IY44'>rate inc::- asc over the nast fou.r !rears, mainly due to the financing require­

ments of the Com:-,acy ' s hri;e scale modernization and expansion program. Consequently 

the Company' s debt/ec;.uity ratio has shown a :radual deterioration from 14/86 in 19.53 

to 27 /73 in 1956. The hi.~h level of the Companv' s annuaJ depreciation accruals and 

retained earnin~s (Ll..t ol3.l billion ir 1956) ~nd its c.:rnservative financial policies 

would appear to :-,rovide a sc'.fe margin of funds for meeting the se:r:ice recr:.J5 rPments 

of its exoandinz debto Firiancial statements of U e com:=iaey for the past four years 

are attached as Anne.."< j . 

Vontecatini :Xpansion ProGr::m 

In the n."' st five ye~rs 1'ontec~tini s,ent more tho.n Lit o 83 billion (~133 mlJ ion) 

for modernisa+ion and expansion of its production facilities in major fields of the 
chem.cal , metallurgical ~.nd minine industries and for supplcmentarv industri rJ. pO\,er. 
In additio!l the com;irnr L1 ested sizable amounts in subsi.diary c.'.rrl associated ent0r­,r lses dom~stic and forP.~,;n . Exu~nditures in ~lant and eqQipment in 19~.5 and 1956 
were c..t 2.. r:. :;e of I.it ., 12 billion p . a. . , ccp.;.a1 to the r<'-te of annual depreciation 
accruals o The c:::-eation of the Turopcan ~ommon Mar-ket has caused the Hontecatini 
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company to revia·; its modernization 2nd e:cpansion plans to moot the challenge of the 

future Conm1on Harketo The coMrany1 s four yaor r.irogr3l!l provides for considerable new 

investricnts mainly in the minin~ sectmr and for furt,he:::- ~1Jansion in the ch3mical 

field. In 1956 the com:xmy borrowed locally Lit. 16 bi~li P ::r !, in early 19:7 , 

rc.ised its sh2re capit2l by Lito 16 billir,n. i.'hese moneys toe;ether ·~th the pro::-iosed 
for the potash pro j1:..ct 

Lit . l billion J:BRT) loan/will provide the necesaary o~tside f;n8~cing required for 

COI'lple tin(; the •:"'roeramo 

llirl~cts 

The pote.."1tial market for potash fertilizer in Italy seems likely to be large 

enou;;h to absorb the output of the proposed nroject as well ns of two adrlitional 

:::,otash projects being undertaken in the same area 0 Any surplus not saleable on the 

domestic r.:;,_rket cecn probably be sold on the B.1ropean market since t1~e production cost 

of the Italian potassium sulphate is exoccted to be lower than tr.at of other European 

production c~ee Ann~: Market for Potash Fertilizers ' c~ted October 31, 19S7) 

r:!ontecati~i j s in a good pos.:..t::..on to take advantar;e of these two markets . As the 

largest Itali.~n manufc..cturer of fertilizers , ::..t maintains an efficient f'-nd wide­

spread sales orgarization through which the :)otash fertilizer rro'.1.ld be distributed. 

E:x:~)orts would be marketed through its interri.ational organization. In preparation for 

narketing the n6\•r pr.::iject , "onteca.tini is er.gaged in extensive research work and 

large-sc3.le promotional activiti~s o 

EarninfS and Debt Service Coverage 

The company cxoects the new plant to be operating at a normal car>aci ty level in 

the third year of operation. At an ass-..u,ied sales price appreciably belav the present 

pric<J for :unporte<l ;:otassium sulphate, net sc.les would amount to Lito 4.1 bi llion 9er 

;re::i.r G.?"'d uroduce a net income of Lit o 644 million which w·o11ld repri:-i;ent a return of 

about 101 on the total amount of Montecatini ' s ca9i tal ad.vane es . 

Estimeted earnings of t.hc proj1;:;ct , before inter""st and depreciation would provide 

a coverage of about 2. 8 times the amount required to service the proposed Bank loan., 

The project wo-uld be able to withstand c. drop of about 15'1 in ssti.nw.ted revenue along 
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uith an increase of 151 in estimated operating costs and still maintain its scheduled 

debt serviceo 

Company earnings ni~ht be :further i~creased by operatin~ the plant on a three-

shift basis , rather th2.n on a trro- shift basis , as has been assumed in all the forgcasts.. 

Economic Justification 

Tho discovery of lar;e potash mineral deposits in Sicily h2s opened the possibility 

of a :::,otash industry in Ito.ly. It will stimulate the application of this product , which 

has been very 10\v , even compared to countries with similar soil conditions
0 

To the 

extent tha.t any surplus over domestic denand is available , it will yield foreign 

exchanr;e , since potassium sulphate will be produced at a l01Ver cost in Italy than 

elsewhere in Europe. The Jfontecatini potash operations , located in an old sulphur 

mining area presently e;oing through a serious depression, will create direct employ­

ment for nbout _700 workers and employees o 

Conclusions and Recommendations 

The Montecatini potash project is sound and could form the basis for a loan 

eq'u.valent to Ll. t o 4.o billion (16. J~ million) excludinz interest during construction, 

for a terr.1 of 12 years , including two years grace period. 
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F:n~ncial Forecasts 
(1.Tillion Hre) 

CoT1struction 0 p e r a t i 0 n 
year ending Dec . 31 l957t 1958 1959 1960 192- l 1962 1963 1964 

I . Eci.rnings Sto.tenf'nt 
( 1000 tons ~o4 Production( 5~ K2~ 90 110 1;3 133 133 
(~capacity 68 80 100 100 100 

Operatin1i7oc:,ts 1 ,530 1,870 2, 210 2, 210 2,210 
Interest 275 255 233 209 18h 
Dep'"~~iation 706 706 706 706 706 
TaJt and gener al ch~rges 250 330 330 330 330 - --

Tr:>t'-'l Costs 2, 761 3 ,161 3 , 479 3 , 455 3 , 430 

Net Sales 2 , 790 3 , 410 4 ,123 4, l?J 4 ,123 -- --
Net Income ,..fter T£'..."<es 29 2h9 64h 668 6~3 

=-

~et Income (' of J!ontgcatini ' s 
long term investment) o.5 3 . 9 10.2 10.6 ll. O 

II. Sources <'-nd Application of 
Funds 

lTet Income before In"'.",erest 304 504 877 87? 877 
Der-.,cintio'l'l Accruals 

4oo 'l:.I~ 
inn 706 706 706 706 706 

Hm Office Advances 1 , 984 ·1 , 200 
IBID) loan 29250 1,750 --

Total Sonrc es 400 4 ,996 3 , 734 2,210 1 , 210 1,583 1,583 1,583 

Plant and Equipment 400 3) 4,921 3 , 239 
Interest during construction 75 -- 195 

Total F-i-Xed Assets 400 4, 996 3 ,434 

Net Current Assets 
zl 

30n 1 , 200 
Service IBP.D Loan 563 563 563 563 563 
"Addition.:-.1 Assets" 447 647 1 , 0a) 1 ,020 1 ,020 

Tot~l ~plications 400 
=-

h,996 3 , 734 2 ,210 1 , 210 1 ,583 1,583 1 ,583 

1/ Assumes that the r,Jm t will op"lr<'-tP. two s} .l.fts 
~/ Including Lit . 357 miJlion spent by October 14 , 1957 
2_! f ssuming loan Lit. 4. 0 billion at 7% for 12 years i,ncludinG 2 vears grace •nriod 
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Year' en:l.ing Dec. 
Con s:,rnction 0 p e ra a t i 0 n 

31 1957 1958 1959 1960 1961 1962 196.3 1964 -
III. Be.le.nee Sheets (as at 

DecPnber 3!) 

Fixed Assets 400 5,396 8,839 8,830 89830 8,830 8,830 8,830 
Less Depreciation 706 19412 2,113 2,824 3?530 

~ret Fixed Assets 400 5,396 89830 8,124 7?418 6?712 6,006 S,Joo 
Net Current Assets 300 1,Soo 1,Soo 1,Soo 1,Soo 1,Soo 
11Addit::.0r::.1 Assets" 4h7 1,094 2, ll4 3 ,13).i. 4,154 - --

Total Ass (c.ts 400 5?396 9?130 1090?1 1011012 10,326 10,640 10,954 ---
Head Of'"ice Advances 400 3 ,146 5,130 6,330 6,330 6 ,330 6,330 6 ,330 
Surplus 29 278 922 1,590 2,283 
IB!ID loe.n 2,250 ~,000 3 ,712 3 ,404 3 ,074 2, 720 2 ,Jt,1 

Total Liabilities and 
Equity 400 5:i396 9?130 109071 10,012 10?.326 10 ,640 101954 -
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Inter"'..ational Bf'nk for Re ~onstruction 
and Development 

1818 H Street 1\T .Y • 
'\'-lash ington , :r. c. 

Gentlemen: 

(1) Th.i.s will co"'firm cert~in understandings w::i.ch have been reached during 

recent discussions betl'rec:!1 rP.::,rcscnto.tives of the Int.erra.tinnal Bank f'or 

~cconstruction and Development (hereinafter referred to as the Ranv), the 

Cassa per Ooere Straordinarie di Pubblico Interesse Nell ' Italia Meridion~le 

(the Cassa) , Ictituto Regior.ale "1er il Fin.:inziamcnto alle Industrie in 

Sici1t~ (J~TS) 2nd Societ~ GenPrcle per 1 1rndustria ;~npr~ria e ChiJirlca , 

S . poAo (I:ontl:!catiy,i) (the Compan~r) o 

( 2) Y()u have il'"lformed us tlmt the B~nl{ is a, nsidPring a loan + o the Cassa 

e.nd that part of that loan vd.11 be specifically ~lloco.ted for loans for 

various industrial undertald.ngs in the area nf the CPssa 1s compPtence. 

(3) We have proposed that there should be financed out of the nroceeds of 

Fixed Assets 

the loan our project to develop our potash nine at Serradifalco and to 

construct and operate "-t CaJJ1pofr2.nco 3. ~roces'"'ing pl::int to~ether with 

con:iectin~ cable rope-wa:,o We have informed you that the pro:;P.ct would be 

oueratcd within the framevmrk of the Montecn.tini or~anization and would not 

be a separate financ.:.al entity o Eor illustrative r,urposcs i'fe rove informed 

you that tl.e pro-fonna balance sheet of the plant , on completion of the 

project, would be 2s shO\'Til below: 

Net Current Assets 
Lito 8 ,830 ,000 , 000 

3009000,000 
Head office Advrnces 
IB!m loan 

Lit. 5 ,130, 000,000 
4 ,000,000 ,000 

Lit. 9 ,130,000 , 000 

(4 ) u;e have exoJ.::i.ined to you that during the first 12 months of ooerations 

the net current ~ssets requirements will be incre~sed to Lit . 1 ,500 ,000 ,000. 

(5) We h;:i.ve been informed that if tr.c proposed loan sl.oulj be made , it vrnuld 

b0 made to the Comuany by IRFIS, to TThich the Cassa would lend e. portion of the 
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Bank's lo::i.n for tl e purpose. You have said that before "1/'QU could ~p-:-irove favorabll:l 

consideration by the Cassa or IRFIS of the proposed loan you would requ:Lre certain 

undertakings from the Cor.ipaey with respect to head office advo.nces and working 

capital. 

(6) The assurances which you have requested, to be effective --rhile c.ny part of 

the loan to the Company will be outstandine , are that the Company will provide 

the necessary funds as and wr_en requirod, to supplement the Loan to be m?.de by 

IR.FIS, j n ordP-r to complete the propo~ed plant and to provide it with the necessary 

working capital. 

(7) The undersigned hereby .:1.ves you the assur"nces set forth in paragraph (t) 

above to be effective on the condition that you make a loan to the Cassa and that 

from the proceeds thereof IHFIS agrees to make a loan to the COr.lpany for the 

above-mentioned purpose in ~he approximate Qmount of Lito 4,ooo ,noo,ooo. 

(8) It is understood that the terms and conditions of ?ny such loan will be set 

forth in an agreement to be necotiated and entered into between the undersigned 

and IRFIS .and tliat the substance of the assurances and undertakings given in 

this letter will be incorporated therein. 

Yours truly, 
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Balance Sheets 

As nt December 31 

ASSErS 

Current assets 
Cash 
Rec ei vahles 
Inventories 
Intra-Co~pany adva~ces 
other 

Total Cur~cnt Assets 

li'ixed assets (nPt) 
Investments 
Other assets 

Total Assets 

Lll.BiLITHS and Er-.~ITY 

Current Liobili ties 
Bc.nks 
Debt rr,.'.'t1lring wi tli.in one year 
Creditors 
Other 

'l'ota.l Current Liabilities 

Lon:- ter:, debt 
other long-tern liabilities 

Equity 
Share c., ital 
Revalrnition reserve 
~eserves 
Surplus 

Total 1?,quity 

( Ril lion Lire ) 

1953 

0. 2 
36. S 
35. 2 
10.3 
5.o 

88. 2 

81.9 
37.9 
2.7 

210. 7 

0. 9 
1.1 

15. 2 
17.l 

34.3 

2L.3 
9.4 

84.o 
30. l 
20.5 
8.1 

1954 

0. 2 
34.5 
37.3 
13.0 

c' I ., .... 

227 . 0 

3.6 
1. 8 

18.0 
20. 7 

44.1 

BL..o 
30. c; 
26.1 
8.6 

149.2 

1955 

0.1 
37. 7 
41.3 
13.9 

:. .5 

99 .5 

94.6 
38 o7 
3. 2 

236. o 

4.8 
1. 7 

1.5. 7 
23 .9 

46. 1 

28. 2 
12.0 

84.o 
30.5 
25.o 
10. 2 

lh9 . 7 

1956 

0. 1 
53 . 9 
4lal 
13.h 

7. 8 

94. 7 
41.1 
3.9 

2S6. o 

84.o 
30.5 
26. 3 
10.8 
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Total LiQbilities and Eq~ity 

142. 7 

210. 1 221 . 0 236.o 256. o 

?.,'ltios 
C r~ent asset~/carrePt liabilities 
Eq_ 1.ity/Tot2.l liabilities & equity 

Dobt/Eq,lity 

2. 05 
o.66 

18/82 

2.16 
o. 63 

?1/79 

-
2. 42 
0. 72 

77 /73 



Sales 

Other income 

Total Income 

Expenditures 

Net Profit 

Net Profit as% of Equity 

Net Profit as <t; of share ce -:>ital 

Net Pro.:'it as~ of sales 

UOHTECATINI 

Income ~tenents 
(Billion I.ire) 

1953 1954 

llBol 126. 2 

206 2.5 

1200 7 128. 7 

112.6 12001 --
e.1 8. 6 

5o7 508 

9. 6 10o2 

6.9 608 

195::; 

141. 7 

3o4 

145.1 

13409 

10. 2 

608 

u .1 

7. 2 

1956 

1r;2.1 

5o2 

15703 

11_~604 

10. 9 

7o2 

1J. o 

7.2 
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"MONTE CA T I N I,, 
SOCIET,&; GENERAL£ PER l lNDUSTRIA MINERARIA E CHIMICA 

IL PRESIDENTE 

AMMINISTRATORE OELEGATO r 

Mr. Eugene R . Black 
President 
Bank International 
R econstruction Corporation 
Washington 

Dear Mr. Black» 

MILANO, November 8 1 1957 
VIA TURATI 18 

Following the cable I have taken the liberty to 
address to you just now and reading as follows : 

11! have been informed that at the last moment some difficulties have 
arisen with regard financing our envisaged Crotone aluminum plant 
Letter follows 11

• 

I wish to put it clear that our project had been 
discussed at long length, these last days, with the BIRS officials 
now in Italy and that they had found the setting up of our program, as 
well as the documentation we submitted at their request, fully 
satisfactory. 

Furthermore, the economical balance of the envisaged 
initiative has been based upon an agreement which we have stipulated , 
some time ago, with an Electric Company of the I. R. I Group (and, 
therefore, a State-owned Company), which agreement ensures to us 
(against some services lent by us in the past) the supply at cost of 
electric power still for a long time ahead . However, the Electric 
Company is now claiming a plus cost, which we are now contesting. 

Under these circumstances . the BIRS officials , though 
having taken cognizance of the clear contract provisions upon which our 
thesis is base d, and having seemed quite convinced of our good right , 
have not deemed it possible to leave out of cons id era ti on the attitude 
taken by the Electric Company and have instead judged advisable to 
suspend any decision in respect to our requ est, until the dispute will 
be settled. 

Although having but to take note of the point of view 
of th e BIBS officials, which point of view I well unde:rstand, I cannot , 

• 

' 



" MONTE CATI N I " 
SOCIETA 6£H£RAL£ PER L:•NDUSTRtA MINERAfUA E CHIHICA 

Seguito al la lettera del Novemb12r 8, 1957 to Mr. E. R . Black - Washington 

however. help exp res sing to you my regret at seeing that the actuation 
of such an important initiative presenting a considerable interest for 
Southern Italy, has to be postponed. The new factory is, in fact, to be 
built at Crotone, where there is already a large Montecatini factory 
for the production of nitrogen which should, unavoida

1
bly, reduce its .• 

activity o owing to the excess of production which wil occur following 
the entering into service of the new large plants set up at Ravenna by 
the Government, through E. N. I. The new plant for the production of 
aluminum, replacing the nitrogen plant, should, according to our 
intention, prevent, or at least reduce the consequences deriving from 
the reduc tion of production of the plant existing in that highly under­
developed area. 

I feel quite confident to be able to prove• when the 
dispute with the Electric Company is settled• that our point of view was 
quite unobjectionable and that the economical balance of our project was 
fully g rounded and such to ensure the renta bility of the initiative. 

Anyway, well recalling the confidence you have showed 
to me with regard to Montecatini, I will give me the pleasure to write 
to you a gain, just to assure you that the financing application filed by 
our Company was well established. 

With my best personal regards, 

Yours sincerely, 



P.F.CE:!VED 

rmv , ~ 

-- -

·I 

' " '1.L 



FORM NO. 26 
(I. 50) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

INCOMING WIRB 

DATE OF WIRE: NOVEMBER 8, 1957 2225 ROUTING 

TO: 

FROM: 

TEXT: 

BIACK INTERNATIONAL BANK FOR 
RECONSTRUCTION & DEVELOPMENT 

MilAN 

ACTION COPY TO MR 1ll:IE:ELOCK 

INFORMATION COPY TO MR BLACK 

Decoded By 

I HAVE BEEN INFORMED THAT AT T.BE !AST MOMENT SOME DIFFICULTIES 

HAVE ARISEN WITH REGARD FINANCING OUR ENVISAGE CROTONE AIDMINUM 

PIANT I.ETTER FOLLOWS REGARDS 

CARLO FAINA CHAIRMAN PRESIDENT OF MON1ECATINI 
COMPANY MIIAN 

ORIGINAL 



AltK Ok 1
. ~().' ., • v J VE:L. 

Nrnt ' I 12 ~~ Pf1 1957 

• JJ. 



November 7, 1957 

r~o. 2 

Dear Sida 

Aa Ellsworth will have told you, there vu aomo ooncem 'before 
he left as to whether the examination or tho vc.rioua projocta wae 
suf'ficient.17 f o.r ad't'e.ncod as to wsrnnt tt1ng down to the lta al 
aspocto, p rticulerly tho drafting or docw:enta. 1n the end ltllsworth 
was entisfiod. everything was on schedule m'ld after Raynond had talked 
to 70u on tho telephono, ho too felt thAt there was nothing ~~ be con• 
corned about. Whon he learned that Ellaworth hro gone, Sien " a a bit 
perturbed th.wt possibly dccisiona would be tak"On 1n J'?orno on pl ojecta 
before they had baon ou!f icien tl.y analyzed and approved 1n a.ashing ton. 

~ yrnond ond I have tallrocl with Sien nbout t.hio and havo ~ld him 
that i t ia our t horough understand inc that nothing is t o be dt•no 1n 
Rome vhich would inhibit complete freeda:i on the Bank'• port 1'o approve 
or diaepprove any ot the projects beinfi conaidored. 

Reymond has no f enra on this point but I thoueht you ougt~t to know 
thnt Siem, and indeed all of us, know voey little about the prc1jecta vhich 
you nnd your colleagues hr.ve 1n Jftim end t hat wo l "Jok forward to having 
a full exposition !ran you on your return. We assw:.ie that thd, It.alien• 
!'ul.:cy undorstand thr;t ile tho eround will hevo beon thorou~ ~ explored 
by the r.rl s oion in Italy, tho definit ive negotictione vill not be tmder­
taken until lnter. 

As you ~ know, the lot~at intom.ation on Austria is tha t the dead• 
line for projocts to be aubnit ted hna had t o be extended until! tho 25th 
of flovomber. Thia manna thnt Colli.Er and Font ein will certa!n:Q" be 

Mr. S1dne7 P. Wheelock 
Grand Hotel 
R<r.le , Italy 



delayod mid it 1a ev.~n possible that. the7 will not go until art.or 
Christ.au. n !mow r.,ore about the nctual situetion, we will 
c ble ,-ou about your proposed visit to Vienna. Hcanwhile, perhgpa 
7ou could give us an u - to-dnte s itu tion report on the Itolian 
opor t1on, both as t substance and tir.l:1.ng. 

Best wishes. 

Yours sincerely, 

UllG.NED)Ml 
OBA.ELL. LEJLUI"b; 

Michael L. Lejoune 



No, 15 

Mr. L. M. STOboda 
c/o Grand Hotel 
Rome, Ita~ 

Dear Le.d.ya, 

BoTomber 7, 1957 

This vlll be a hurried letter aa I 'm trying to get home soon ainoe 
m, wole !ami~ is do\lll with the flu. 

Enclosed are suggested changes 1n tho Lettora ot Agreement for Trinaoria 
and Sincat . The reports , aside trom dratting changes, are all right . In Sinoat 
one t h ing puszlea ua - what are "Capitalized Taxes"? 

We aee no reason to mako Trinacria vrite ott their development exempta 
in five years. Was tbia an intent expreeaed b.r the Compaey or a condition you 
viah to impose? Thia la a point which ohould be left for the Compan.y to decide . 

As soon •• poaeible, let ua have your comments on the changes suggested 
and send up new dratt letters incorpor ating the changes. 

It looks aa though we will not te able t.o g1vo clearance on each project 
aa it comea in. Instead Area wants to see the whole group, all together, and be 
eure ot the amounts tor Power and Irrigation before we aak the Companies tor the 
aigned let ters . We m,q aak ;you, bei"ore you leave, to go over the letters vith 
the companies and have you get a letter f'ro!l! thelll agreeing to the draft and sa.;ying 
they vlll algn it when they are requested to do so. 

You may vant to discuss this point vit.h Sid . It vould be helpful to 
have him back here to keep his department Wormed ot procedures during the other 
1eara . 

Beat regards, 

Sincere:q, 

Attac!1m.ents w. J . Armstronc 

c . e . --.~eara. Bateson, Collier a.Di Street 



TRINACRli - Ii'!:'l'm OF AGREEMENT 

(1) Para. (1) - last ltne - delete 
" - S.T.P. -" unless thie la a part ot the official corporate 
name. 

(2) Para. (3) - first senta1:ce -

(3) 

e have pro,posed that tl"...ere should be financed out ot the pro­
ceeds ot the loan our project to open and oporato a mine tor 
the extraction of potash ore, and to construct and operate 
near the t:.wn ot Calascibett'l, Sicily, a plo.nt for the processing 
of 56o,OOO tons or potash ore per year and the manufacture ot 
"IV1limagnosia" and potassium sul.fato. 

Para . (4) - first sent~nce, second 11ne -
unot current assets requirements will increase to ••••••••••• tt 

(4) Para. (5) - We have been inforc.ed tbot if the proposed loan Ghould be made, 
it "rill be made to the Company by :ffiF!S, to which the Cassa 
would lend a portion ot the Bank• s l osn for the purpose. You 
have eaid that before you could approve favorable consideration 
by the Cassa or IR.FIS of. the propoaed loan you would require• 
(a) the completion of' t'WO l'.ldditional boreholes confirming, to 
the aatief'aotion ot the Bank, the Cassa and IRFIS, the existence 
of o.dequate ree .. rves or potash ore in our Corvillo properties; 
end (b) certain undertaking rroa the Compaey with respect to 
share eapi ta1, uorldng capital and "lhArohold.ers I ad:nnces. 

(5) Para. (6) - delete 

(6) Para. (7) - now new (6), first line delete "financi al" 

(7) New (6) A - insort conur~ sf't..er ar,rce in aoeond 11.nc 

(8) New (6) E - delete 

(9) Para. (8) - becomes (7) 

(10) Para. (9) - beco&es (8) - second line "paragraph (6) above" 

(11) Para. (10)- becomes (9) 



FORM No. 27 
(9. 56) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

CLASS OF SERVICE: LT 

TO: L. M. SVCBOOA 
GRAND HOTEL 
Rc»m 

COUNTRY ( ITALY) 

~XT: 

Cable No. FIFTEEN 

OUTGOING WIBB 

DATE: NOVEMBER 7, 1957 

AlliMAILING COMMENTS ON TRINACRIA AND SOOAT RroEIVED MARZOTTO .TOOAY STOP 

FCR POTASH MARKET STtDY BE PREPARED TO D :iscms MOHE FULLY HOW HlOJmTS FIT 

INTO COMMON MARKET COMMA PCYl'ASH COSTS IN OTHER PROOIDING COUNTRIES COM1A 

POTASSIUM CHWRIDE VE.RStB SUU'ATE NEEDS Ill ITAU COMMA COSTS OF SUIFATE 

PROO'OOTION IN O'l'1mt EUROPEAN COUNTRDS AND PRC8PECTS FCR SUI1'ATE SALES 

Ot1l'SIDE IT.AU 

Signed: RIPMAN 
(Type in last na~e of sender) 

ORIGI N AL (Fil e Copy) 

(IMPORTANT: See over for gu ide in preparing Outgoing Wire) 

For Use by Archives Division 

Checked for Dispatch 



~~ 7 5 4 ~ Pi'l \g:i7 
GUIDE FOR PREPARING OUTGOING WIRES 

1. Class of Service 

Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams are normally delivered the morning after day of despatch. The cost 
is half the cost of full rate messages with a minumum charge for 22 words including 
address and teJ:t. 

Full Rate 

IBF Govt. 

Code 

Day Letter 

Telecype 

2. Address 

Full rate messages are normally transmitted aod delivered immediately. 
minimum charge for 5 words, including address and text. 

There is a 

This is a preferential rate extended to the Bank by some of its member countries. 
Messages are sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
Fl Salvador 

• l thiol'ia 
• France 

Greece 

Guatemala 
Honduras 
Jordan 

• Lebanon 
Nicaragua 
Pakistan 
Panama 

• Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than IBF government rate aod 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 

' c 
Day letters are delivered during the day of transmission and should be used only for 
messages in the United States and to Mexico and Canada. There is a minimum 
charge for 50 words in text, 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Ext. 3008). 

Use only last name of addressee and cable address Vlhenever possible, Tht: Bank cable address ·INTBAFRAD" ts 
registered in Paris, Beirut, Rio de Janeiro, Bogc>ta, Guatemala Cicy, Bangkok, Karachi, Quico and Tegucigalpa. The 
lntematiooal Finance C.orporatioo cable address •coRINTFIN" is registered in New Yorlc, Paris and Washington. 
The name of die counccy of destinatioo must always be added. (No charge is made for die name of a countcy), 

3. Text 

Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Ext. 3008. 

Type text in capital letters and double space between lines. The text should be edited to eliminate 
unnecessa.ry words and unoecessa.ry punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. 

Use common abbreviations whenever possible, i.e. reourlet, reurfive, etc. Write as one word hyphenated 
words, hyphenated names, and certain two-word groups, e.g. Auma1l, Newyork, enduse. 

4. Signature 

Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
know the address of the sender. 

5. Authorization 

Type in name and department of staff member authorizing message and have authorizing staff member 
sign the original (pink copy). A list of author[zed signatures is kept in the cable office. 

Forward messages in triplicate in a cable envelope to Room 211 for despatch. The cable service is open 
from 9:00 a.m. to 5:45 p.m. on working days. Special arrangements should be made for the despatch of 
of cables outside of these hours. 

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WIRES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 

{$/ l·!d £t, z 
'- 11'.!N 



tOl!M NO . 57 
(5. 48 ) 

TO:Mr. s. Aldewereld DATE: November 6, 1957 

FROM : w. J. Armstrong 't')f-
SUBJECT: It,il;y - Status or Work - Appraisal of' Ind11ski,al Projects 

It appears that the following eight pi~jects will be acceptable for 
financing under the new loan: 

*Tajani - Power 8lld phone cables 
Marzotto - Clothing manufacturing 

*tlCone - electric appliances 
CMI - Electrozytic tin plating line 

**Montecatini - Potash 
*Sincat - Fertilizers and potash 
ttTrinacria - Potash 

**Montecatini - Aluminum 

*Report received. 

TotaJL 

Proposed 
IBRD !Dan 

Billion Lire 

0.9 
1.3 
0.7 
o.6 
4.0 
s.o 
3.75 

....!t.&2 

23,25 

($37.2 million) 

**Report received and comments sent to mission. 

It appears, however, that the Montecai~ini aluminum project may have 
to be eliminated from the list because of a c<>ntroversy between Montecatini 
and SME over the power rates. The question i1:1 to be settled by arbitration; 
the co~ arbitrators have been appointed b11t the court appointment has 
not yet been made. 

If this project is dropped the total Jt'or the new loan will be reduced 
to Lit. 19.25 billion ($30.8 million). 

nated: 
Three projects, submitted to the miss:Lon, have been or will be elimi-

1) Cementir - 51% of the shares w'OUld be held by government 
controlled companies uiciwilling to reduce this 
percentage. 

2) Maretea - a woollen mill financed under loan 50-IT wanted 
a small additional lo~n to finish the project. 
However, the company withdrew the request because 
they were unwilling to accept the financial pro­
visions current~ appl:ied to the Italian projects. 



To Mr. s. Aldewereld - 2 - November 6, 1957 

3) SIR •• a small petroleum refinery and plastics plant -
expected to be rejected by the mission tor 
technical and economic reasons. 

Two projects, ABCD and SIL, included in loans 150-IT and 117-IT res­
pective~, have asked for additional financing. ABCD wishes Lit. 2.8 billion 
to double the size of the plant in the original project and SIL wants an 
additional Lit. 600 mjlllion because the costs have risen considerably over 
original estimates. Both of these requests are reasonable aDd probably will 
be approved. 

Funds for the:!e two projects are available from !Dans 117-IT and 150-IT 
as the following proj4~cts have been or will be cancelled: 

117-IT Sicul.asoto Lit. 1.5 bill.ion 

150-IT VetreJC'il. de Ietina 0.4 ti 

Chimic,a di Tirreno 1.6 II 

Techn:Lcal Services 0.122 tt 

Total Lit. ~ • 
Formal action has not been taken on Chimica di Tirreno but the mission 

has informed us that ·~ie may be expected soon. 

The last repoiL"ts are expected to be received by November 12. deAlba 
probab~ will return ,l;o Washington on the 15th and Svoboda about a week later. 

c.c.-Messrs. Chadene1t;1 Bateson, Collier am Street 



INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 25, D . C . 

' 

Fo o 2 

Mr. s . i:?..Cope 
Director of Operations 
- '::ur ope , .h frica a.nd Austral asia -
Int err\3tional Bank for "1ecors truction 

and flevelopment 
ir ashi~gton, T'\. r,. 

De['r Ravmond : 

Grand Hot0l 
Rome , Novi=>mber 6, 1957 

I enc) ose ~ copy of "n ;,idr- 1"1~moire 'IVhich I left ,••it h 'Jr 0 

Baffi on !1onday tr ovember 4; on the same d.,y he shcr.,.ed it to 
Dr. Penichella who a".>proved it but gav e j nst ructions to 'T. 
Gaffe of the Bank of Italy s t aff to clear it with the 
Ministry of Fo-reigri 'T'radeo 

This 11'.'_ornine n-r . r,!lf'fe asked mP t.o call o,, hil"l. He 
enquired WhPth0r in the Bc>n1,,. 1 s opinion thP '7ords II under the 
same conditions under which the lire were origin2.lly released 
to the Bank" meant that l ire relPased on a transfer1.blE' hasis 
would cont~nue to he r~lent bv the ~ank on a transfe~able 
basis. I said th~t ''las the Meaning the ,.,ords had in my mind. 
He e~ressed the vieF that this interrret.,tion would be accept­
able to the Ttelian authorities and n-romised to give me a 
confirmation in writing as soon as possible. 

·: i th best wishes . 

Your~ sincerely, 

Encl. 

• • 



fiECUV!::~ 

;,r=r.t, .~ /.th r h 

"f'r.() l,~ A I:- ')f ',It[ 

NOV I I I 4~ PM 1957 

\ 



A IDE 1Ji2 'O IRE 

lfr . Y'heP.lock spoke to nr . Baffi on l'ond3.y , October 28 and 

again on Monday, 'tlJ ovember 4 on the s'.lbjP.Ct of +he Bank ' s risht 

to lend repayr'l~nts of rt~li~n Lire loans . 

Dr. Raf'fi 8:xplained t hat t he Italian position ·,c...-: +hot the 

Bank would h?ve the ribht to re- lend repayments of Italian Lir~ 

1..mdor the s::i.r1e c0"'--l·i tions under which the Ll.re vrere orj ginc. 1 ly 

released to the Brnk. He e:::pected th~.t t::.,,.re 'TOUld be no undue 

r:gidity Qn the Itv1i~n side on th0 interpretation of the conditioP~ . 

Hr . '·r.Pelock sn.id that the Rank was grateful for this inter­

pretation end did not ··rish at the r"'csent tine to rc.ise the question 

of removal of restrictiorc on lending ~PpaJ'l'1ents o 

~ovenber 4, 19S7 

---

l1 I t f j 11tt bW ~ 
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FORM No. 27 
(9,56) 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

CLASS OF SERVICE: LT 

TO: L. M. SVOBCDA 
GlW1D HOTEL 
ROME 

COUNTRY ( ITALY) 

3:XT: 

Cable No. 14 

OUTGOING WIBB 

DATE: NCNEMBlli 6, 19'r/ 

<Ji TAJANI IN VlEW Cl' HIGH EARNINGa FCRroAST ~OMMEND YOU CONSIDER 

Rml£ING AMCRTIZATION PERICI) BY TWO CR THREE YEARS STOP ALSO SEE 

NO REAL NEED FCll FURTHER SHAREHOIDER ADVA.11:E.S IN THIBD YEAR STOP 

l!'CR FINAL REPCRT BE PREPARW TO INCLIDE STATEMENT CONCERNING INFLUENCE 

OF COMMON MARKET ON FROJD1T 

Signed: Ri~p 
(Type in~ na~e of sender) 

ORIGINAL (File Copy) 

(IMPORT ANT: See over for guide in preparing Outgoing Wire) 

For Use by Archives Division 
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GUIDE FOR PREPARING OUTGOING WIRES 

1. Class of Service 

Type in class of service dcsucd. Each class is described as follows: 

Letter Telegram ~cttcr telegrams arc normally delivered ~c mo~ing after day of despatch. :n,c CC?~. 
1s half the cost of full rate messages wuh a m10umum charge for 22 words including 
address and text. 

Full Rate 

IBF Govt. 

Code 

Day Letter 

Tclccypc 

2. Address 

Full rate messages arc normally transmitted and delivered immediately. There is a 
minimum charge for 5 words, including address and tCit. 

This is a preferential rate extended to the Bank by some of its member counttics. 
Messages arc sent at full rate speed and at about half the cost. This rate normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
El Salvador 

• Ethiopia 
• France 

Greece 

Guatemala 
Honduras 
Jordan 

• I.ebanon 
Nicaragua 
Pakistan 
Panama 

• Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than IBF government ra tc and 
should be used for messages when immediate transmission is not required. 

Code messages arc transmitted at full ratc -(or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 

' Day letters arc dcli;ercd during the day of transmission and should be used only for 
messages in the United States and to Mciico and Canada. There is a minimum 
charge for 50 words in tell.[. 

To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Eu .. 3008). 

Use only last name of addressee and cable address v.bcncvcr possible. Thfc Bank cable address ·INTBAFRAD• 1s 
registered in Paris, Beirut, Rio de Janeiro, Bogota, Guatemala Gey, Bangkok, Karachi, Quito and Tegucigalpa. The 
lntcmational Finance C.Orporation cable address •coRINTFIN" is registered in New York, Paris and Washington. 
The name of the country of destination must always be added. (No charge is made for the name of a country). 

3. Text 

Messages to Bank Mjssions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Ext. 3008. 

Type tCit in capital letters and double space between lines. The tcu should be edited to eliminate 
unnecessary words and unnecessary punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. 

U sc common ahhrcviations whenever possible, i.e. rcourlct, rcurfivc, etc. Write as one word hyphenated 
words, hyphenated names, and certain two-word groups, e.g. /urma1l, Ne.,york, endusc. 

4. Signature 

Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee docs not 
know the address of the sender. 

5. Authorization 

Type in name and department of staff member authorizing message and have authorizing staff member 
sign the original (pink copy). A list of authorized signatures is kept in the cable office. 

Forward messages in triplicate~~t cable envelope to Room 211 for despatch. The cable service is open 
from 9:00 a.m. to 5:45 p.m. on ~ing days. Special arrangements should be made for the despatch of 
of cables outside of these hours. ""-

ANY QUESTIONS REGARDING INCOMING AND OUTGOING WffiES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 3008. 

~ / h 
:(t c'o -
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INTERNATIONAL BANK FOR 

RECONSTRU CTION AND DEVELOPMENT 

WASHINGTON 25. D. C. 

~ro. ll 

Ur . Hueh 13. Pipman 
C1'ie f , Ind11 st.rv i1 v-i s::..on 
Den2rtri.ent of Techni C"l Operations 
IntPrnational B::>nk for Recore t r uction 

1.nd Development 
~fashingto11 , 11.c . 

Der.r Hu::;h: 

Gr--nd Hotel , 
Rone , rovember h, 19~7 

Enclosed please find draft rel'.[I"t on the Ma.rzotto "Project together 
with proposed Letter of Represent.,tio:'1s , all of which has been clearP.d 
with the Area Derartment . 

During the ·..:eekend October 26/27 •·re visited the Marzotto textile 
will at Veldagno near Vicenza to l ook over tl'eir onerRtion , in uarticular 
that of the ready- made clothing depertnent. 

We generell;r confirmed our previous observations : 

(1) that varzotto 1 s textile orerati ons and some of his other 
ventures , including the hote1 business , have not been too 
successful in the past ; 

(2) that since last vear tr.ere has been~ definite imrrovement 
in their textile operation , sharErl b;r the ready- made clothing 
department; 

(3) that the ready-made clothjng PlAn~ , 0 ~teblished some three 
years a!so , apparently is r.iakins money, althouch seems to be 
l2ckin:: proper technical or;;a'1izvtion (production lay- out) , 
which , we are told , is now being corrected. 

',Ve have noted that in re;;.s.rd to the ne'l'r project thP compe.ny will be 
in an excellent ...,osit.ion of 1itilizing the experience g~.ined from operation 
of the existing plant and th1t considerable ef~orts are being made to start 
off the nm1 businews in a sound way. 

The company maintains cor!tacts v,ith US producers , represPntative in 
ttP. business . One of the Gount ' s sons has made several visits to the US to 
acquaint hi.in.self with latest production and sales methods , and appears to 
take a keen interest in the project . Th~ company has j ust hired an exnerienced 
mana~er f'or the V.,lclagno .::,lc1.nt previously en1aged by the competitiono 

The comnany intends to maint&in consider,b1e flexibility fo nuality end 
pricinr, to introduce the nroducts of the nerr plant in the market , which still 
is verv much affected by the existing prejudice against read<;- made clothingo 
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Considerable experience is being ,::.,ccumu:Lated in 17c'!ldazno in various "alcis 
r.iethods including salPs at fi..~od prices throubh .::.ecnte or own ret nil stores . 
An efficient sales oreo.ni zc..tion end distribution s:rste->n "nd agressive 
promotional action no doubt will jn thP Pnd decide on thP f:no.l succ~sr of 
this venture. 

To swn up , we feel that t}-iis project in some respects nresents a 
some,.,hPt greeter than nonnal risk. HowevE>r , cot1sidering its genE>ral econcmic 
mPrits , proviced sound financing is asm;1red, it can be recommended for Bank 
finr-ncing . 

With best wishes from all of us . 

Yours 1 

Iadislav Svoboda 



M~.RZOTTO 

Borrow·er 

T}-p orospective borrower is Marzotto Sud Sop.A., incorporated in 1956. 
The company would build a plant in Snlerno for the manufacture of ready--made 
cJlothing0 The cost of the project including working capital and interest 
during constrnction is estimated at Lit o 3. 7 billion ($6. 2 million) of which 
L:Lt. 1 . 3 (~l. 92 million) is requested from IBRD funds 0 

The stock of Marzotto Sud is totally owned by Manifattura Ian~ Gaetano 
M:Lrzotto & Figli , S . poP. o, one cf the largest textile companies in Italy, ovmed 
by the I.1arzotto family. The ::.:arzotto family also owns other companies in the 
suge.r , soap and glass industries , tourist hotels in Italy, etc 0 

DE~scription of the Project 

The pla.nt at Salerno v10uld be a.ble to manufacture 290 , 000 units (One 
"unit" is represented either by jc1.clrnt a1 d trousers , one ovP.rco~t , or three 
trousers) of rea.dy--made clothing per year (290 days , one 8 hour shift) o 

The plant would have modern buildinrs covering a vrorldrig area. of about 
l:~ , 000 m2 and housine about 660 cutting , sewing and pressing machines and 
3:,000 m2 for offices and services . 

Ancillary installations include thermo-electric rylant (two boilers) , 
water softening and heating and ventilating equipmento 

Electric power requirements would be rirovided b:r their mvn plant ( using \_ 
back nressure turbines) . Water will be supplied from the city water service. 

This industry is of the labor- intensive type and when operating at full 
cap:'lcity will employ about 1 ,200 people. 

Present Status 

Project en{;ineering has been compl ·ted; olP~t site has been acquired; 
building foundations have been started. The equiprnt>nt , with the exception of 
the therrno-pO'Ner plant , can be obte.ined on very short notice , qi otations have 
bE~en received and analyzed. The plent is estimated to be completed by the end 
of 19.58. 

Management 

Yianifattura L'lne G. Marzotto e.:. Fir;li has opArated for severaJ. years a 
rBady-made clothin:; plant at Valdagno as a part of their textile Ilk"".nufact,1re 
installations there. The a..v:perience ~cquired at Valdaeno would be ver.1 help­
ful for the orzanizc1tion and operation o-<' the Salerno plant . Ma.rzotto is nc,,v 
h:iLrine- additional personnel to fill out the staff needed for the new plant. 
It is expected that any technical or 111:".naceria.l problems at Marzotto Sud would 
bE~ promptly solved by the parent comp~nyo 

Market 

Readv-made clothing is an industry be[;inning to be developed in It;i.ly and 
statistics of its market are incomplete 0 Production of ready-ma.de clothes in 
It?.ly iri 19.56 amounted to about two nillion units includin~ trousers and child­
rim • s clothing; about 41 of this production was exported. 
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Ready-made c2.othes r"'present only about 2m of the total nunber of 
clothin~ units mrn11facturAd in Italy where th.,, inc.ustry is mostly made up of 
very small conc 0 rri.~ or individuals wbo manufacture their products on a t~iJor­
made basis . In other European countries like France, Bel...;iwn , Gorm.:iri-r, Nonvay 
and the UoKo , the proportion of ready- made to tailor- ':tade c1othing is rhove 
8CY,:; o Therefore , :Marzotto estif!l.ates truit a 1~rr;e market for ready-made clothing 
e.,"{ists and can be dei:elopped in Italy with a sound sales promotion campaien 
backed up by la.·r pric es and good ciuali ty products . A'iarzotto expects also , 
usine the:Lr exif'ting er.,ort sales organization, to further develop the c:,q:>ort 
market to absorb aboat 20": of the Salerno pla.nt I s production. The .marketing 
of the product vrill be done through already established or soon to be <:?sta­
blished distributors oper-tin~ on a commission basis ard , if necessary, through 
Marzotto 1 s O\'<n stores . 

Financing 

Of the total cost o.~ the project , estimated as Li.t . 3,. 7 billion? Lit .lo 5 
bill :ion wo,.lld be financed from shar" c:.>i:>it d.l and Lito 0 . 9 ri.lJ ic11 -:'rom sh:-re­
holders I adv2.nces . The reIJ12.::.ning Lit o 1 . 3 billion , representin!; 35~ of the 
total 9 -vould be covered fron the proposed B2.nk loan. Th~ net current assets 
would be grnduz.lly lncreased. to a toal of Lit. . 2.1 billion representing 5f...rJt 
of +.he total i.,vestment. The rel3tively l?.rge working capito.l requirements 
are due rnainJ.y to the extensive use of sales credits which form a.nd essential 
part of the CJnte~pl2ted sales promotion for tb~s project and its distrlbution 
systemo The estim~ted bal"nce sheets ·when the project is completed and after 
three vears of operations are Rh017n belovr: 

Fixed Assets 
Less deprecintion 
Net Fi:::ed Assets 
1!et current assets 
"Additional Assets 11 

D"c . 31 
1qC:9 

1,625 
1ti3 

1,462 
1 , 200 

52h 

3,186 

1)P.C o 31 
1962 

1,625 
652 
973 

2, 100 
1,042 

4,ll5 

T)P.c . 31 Dec . 31 
1959 1962 

Sba.rc capital 9c;o 1 , 500 
Sharehol.::ers ' adve.nces 900 900 

Surnlus 36 610 
IBRD lo::m 1,300 1,105 

3,186 4,ll5 ---

Fin2ncial forecasts of the Company are given in .Anne..x I . and n letter of 
financia.l conditions agriqed with the Compo.ny is given in :m.ex 'L. 

The operations of th'3 r.:rzotto textile 'iills at Valdn~nn for several years 
in the past he.ve shown poor results , due in part to the adverse developments in 
the te..xtile market , in particular for woollen textiles . Since late 1956 , there 
h2.s be"!n a marked imp~Erlt in the company I s operation -wh:i.ch during 1957 has 
attained an acceler..,tRd rateo Sales in tl.E' P::.r:-t nine J'TlO""t11s o: th::..s yecr 
totalled Lit . 2'.? .L billion and the:r are estinzted to rRach Lito Jl ~O bill.ion c.t 
the ~nd o.i:- the year , 1s c<'mpar0 d to Lit . 23 . 6 billion in 195f- . I. net profit 
of Lito lo5 billion ts foresee~ for this year ~s compared t o Lit. Oo6 iillion . 
actual profit in 1956. 

Ear~ings and Debt Service Coverage 

Operating at normal capacity and sPlling medium ~uality ~lathing ~t nriccs 
somewhat belovr those presently prevc.ilin~ , the project in the fourth year of 
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operations would have net sales of an estimated Lit. 5o3 billion and produce 
a net profit of ap,ro:iimatPly Lit . 0. 3 billion , 2 retuM of about 11"$ on share 
capi tel and shareholdi3rs I advances . The oor.ipany has estimated that , if 
reriuired by the l'tarkeib , it could :,reduce lO'r1er '1..1ality clothing and show a still 
higher return corre~ponding to about 13~ of total equity. 

Estimated compa~r earnings before interest and depreciation , when the 
rlQnt is operating at normal capacity, should cover the service of the proposed 
IBID) loan about 2. 8 t:Lries . The ')ro ;rct should be able to break even at less 
than 7($ capacity and generate s~rd.cient cash from oper~.tions to provide for 
a l . S times coverage of the Bank loan 0 

Economic Justification 

The project represents an im~ortant step towards rationalization and 
integration of the It,~lian textile and clothing industry. It ,;rill supply 
low price ready- made elothing of st.:indard qualit;T to a. potentially large market 
particularly in the south of It.:::ly and will thereby hP-lp to rcise the living 
stal'!d!lrds of its population. It ·;rill p:rovide an important outlet for the 
products of the Darent. company' s textile mills in the north and thereby 
strengthen their operational position 2 gainst the adverse effects of drRstic 
fluctuations in the t1~xtile market . Last but not least the project will benefit 
a poverty stricken ar13a in the south of Italy in providing direct enployment for 
up to 1 , 200 people. 

Conclusi ns and Heconunendc>.tions 

The r.:arzotto project is sound and co·_ ld form the basis for a loan of Lit. 
lo3 billion (12. 1 million) excluding interest during construction. The terms 
of the loan could be :for 13 years , including a three years grace neriodo 
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Fir •.ncial Forecasts 
(~!il!j_on llre) 

Construction Op er c.1 t i on 
Year endi."'lrr 'Jee . 31 1957 !958 1959 1966 1921 1962 -
L. Earnings Statement 

ProduGtion (% of capacity) 70 80 90 100 

Operating costs 3,375 3,321.! 4,272 4,720 
Interest on IBRD loan 91 91 91 81i 
Depreci~tio'l'l 163 163 163 163 
Truces 10 10 10 10 --

Total Costs 3~639 4,088 4,536 lh977 
Net Sales 3,675 4,200 4, 725 i; , 250 --
Net Profit after taxes 36 112 1a9 273 

Net Profit - % of share 
capital and advances by 2 
snareholders 

5.6 7.9 n .4 

II. Sources and Appl.i.c~+,ion 
of Funds 

net orofit before interest 
on debt 127 203 2"0 357 

D !)rcciation 163 163 163 163 
Sha.rs c~Jit..,l ~00 350 150 400 
Shareholders ' advances 400 25 475 
IBRD loan 900 ltOO 

Total sources 400 1,525 1,515 516 843 520 -
Installatiors ,,. equip!lent 400 994 200 
Interest during construction 31 

Total Fixed Assets 400 lp025 200 
Net current Assets Soo 700 300 600 
IB'W debt service 91 91 185 185 
"Additional Assets" 524 125 58 335 ·-- --

Total Apjlication 400 1,S25 1,515 516 843 520 



III . Balance Sheets (as 
at Dec . 3lJ 

Fixed assets 
Depreciation 

·et Fixed Assets 
Net Current Asset~ 
Net "Additional Assets11 

Total Assets 

Share Capital 
Shareholders ' advances 
Surplus 
IBRD loan 

Total liabilities & 
equity 

Construction 
1957 1958 

hOO 1, 425 

--
400 1 ,1.25 

roo 
-- --

400 1?925 --
600 

400 l.i25 

900 --
400 1 ,925 

o p e r a t i o n 
1960 1961 -- --

1,6$ 1,.t25 1,625 
111.~ __ ..... ..,,. 32S LQ9 --

1, 1.~6? l , '.;?9 1,136 
1, ~~00 1,c:00 2,100 

5:2L 649 707 --
)91.86 3 ,448 3P94J -- -- ----

950 1,100 1,t'.00 
900 900 900 
Jf 11,g 337 

1,329 1,300 1,206 

3 ,186 3 , L.48 3,943 ----

Mnnx t 
p~ge 2 

1962 

1,625 
652 

913 
2,100 
1 ,ou2 

4,11'> 

1,500 
900 
610 

1,105 

li ,115 

~ .,/ Jv.twV19J-l 
"V" 

~--\~ V ~~ 
{\ 

I ~J 
\ \ 



ll'i.RZOTTO 
ANNTiX ~ 

nr~rt letter of representatiors 

I' TF.Ir'ATro·i\1 BAYK FOR 
HF.CO'STRUCTIW Al!D lIDTELOP~{T 

1818 H Street N .wo 
Washington, n.c. 

Gentlemen: 

(1) This will confirm cert'1i'1 understandings reached during recent dis-
C' ssions between representL tives of the Intcrnattoral Bank for Reconstructiq1 
and Development {hereinafter referred to as the Baik) , the Cassa ryer 
()pere traordinarie di Pubblico Interessc nell ' Italia lueridionale {the 
ca::; sa) , Isti tuto pc r lo Sviluppo ".co mic o del 1 1 It tl ia 1' rid" onale 
{ISV.EIBtll) and Marzotto Sud S. p . A. (the Company) o 

(2) Yon have informed us that th~ Bm k is considering a lo.in to the Cassa 
and that .,,,rt of thot loan Tdll be s.t"ecifically allocated for loans for 
various industrial un:iertakings in the area of the C8~:sa1 s competence. 

(,;) Te have proposed th~t there should be financed out of the proceeds of 
the loan our project to construct and operate in Salerno a plant for the 
maruf".cture of read ..,~ 'e clotLine , vd th a normal capacity of about 
290 , 000 units per year {a unit consisting of jacket and trousers , or 
overcoat or three trous~rs) . We have infom.ed you that the pro- fonna 

# bz] "nee sheet of the Cor.ipany, after rompletion of the project ;,o uld be 
~Y as f ollorrs : 

V' F. ·xed assets Lit. 1,625,ooo, ooo Share c~oital Lit. 950 , 000, 000 
ss deprP,ciationt 163 , 000 , 000 Shareholders ' 

Net Fixed Assets 1,462,000 ,000 advances 
Net current assets 1 , 200 9000 9000 Surplus 
"Additional assets" 52h, ooo,ooo IBRD loan 

Ll.t . J ,186 , ooo , ooo 

900 , 0009000 
36 , ooo, om 

1,JOOp000 , 000 
~Lit . 3 J.86, 000 , 000 

(4) The cost of th- ----ject should be co:isidered es Li:t; . 3 , ?Z:' , ooo, ooo 
comp~sed of Lito 1 , 625 , ooo , ooo for fixed assets and Lit. 2 ,100, 000 , 000 for 
net current assets. Vle have explained that during the ->econd year of operation 
of the project , thi" net current a~sets requircm.-.nts will be tncreased to 
Lit . 2 ,100 , 000 , 000. The i.ncrease't,Lit . 900 , 000 , 000 will be provided from 
additional share capital and from retained e~,..n· ngs and depreciation accruals . 

(5) We have been informed that if the proposer! lo:'m shcr:.ild be made , it 
wilJ. be made to the company by ISVED~ , to wl. · ch the Cassa would 1 .:nc.. a 
portion of the B~nk' s loan for the p..1rpose. You have sadd that before 
you could approve favorable consideration by the Cass," or ISVElliER of 
th- proposed loan you would require certain undert"' kin::;s: from the 
Co p~r.y vrith respect to share c2.pital , rorking ca,itcil and shareholders ' 
adv'3.nces . 

(6) The assurances which you have requested , to be effective while any part 
of the loan to the Company Viill be outstanding , are that valid arrange­
ments be ma.de , under which: 



(7 ) 

( 8 ) 
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Ao Ex:cept as the Bank , the Cassa and ISVED~ shall otheI'\Vise 
agree , the share capital of ·~he Comp;iny shall be at least 
Lit .1 , 500 , 000, 000 p~id in as required, ~nd shareholder s ' 
advances , on completion of the olant , will total at l ea s t Lit. 
900 , 000 , 000; 

B. If the com9letion of the pro;ject or its su.ccessful operation 
is hindered or delayed or is threatened with hindrance or 
delay because the funds o.vei1able are inadequate to ensure 
its completion and the proV::..sion of the necessar;r vrorking 
capital , orompt aITangements shall be made in accordance vdth 
a financial plan approved by ISVEIMER to nrovide the nec9ssary 
funds as and when they are r13quiredo 

Co Shareholderf1 1 advances provided U.'llder subparagrT hs A or B: 

r. ShaJlnot be v."it hdra:\111.; 

IIo Shall in all respects be subordinated to all debts 
of the Company; and 

IIIo InterP.st or any other remuner2tion shall be payable 
and naid thereon only out of net nrofits and only 
to the extent t.hat di,ridGnds would be payable thereon 
if such shareholders ' advances had orieinally been 
paid in as share capi to.l . 

Do The undersicned will not , wi it,hout approval of the Cassa and 
ISVED.rm, pay di vid,mids or make any other Pc:Wmcmts to share­
holders or adopt any policy tf such payments or policy will 
r esult in or envisage at any time after the completion of 
construction : 

L , The excess of curreni~ assets over current 
liabilities bP.ing lcsB than Lit. 2 ,100 ,000 , 000; or 

II . The ratio of current assets to current liabilities 
being less th4n 3 : 1 

\ 
For the purpose of this letter 111 current assets 11 shall be considered 

as ca.sh and assets readily convertible t o cash and all other assets which 
would , within one year in the ordinary course of the CO!"l!"any' s business 
be converted into cash or assets readily convertible into cash; and 
11current liebilities11 shall be consj~dered as liabilities due and payc:.ble 
anc! all other liabi l ities which would be payable or could be called for 
payment within one yearo 

The undersicned hereby gives you the assurances and undertakin;s set 
forth in naraeraph (6) above to be effective on the condition tbat you 
make a loan to the Cassa and that fre>m the proceeds thereof ISVE.P...:1.'.R 
agrees to Make a loan to the Comnany for the above mentioned nurpose in 
the approximate amount of Lito 1 , 300 ,, 000 ,oooQ 



AN me 1-
paGe 3 

(9) It is understood that the terms and conditions of ~ny such loan 
will be set forth i"'l an agreer.ient to be negotiated and entered into 
between the und"'rsi~ned and ISV.filHER a!ld that the snbstarc e of the 
assur,mces and undertakings given in this letter will be ircorpor['.ted 
tLen~in. 

Yot:.rs truly ll 

n.WCYI'TO SUD S. p . A. 
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No, 14 

Mr. L. M. Svoboda 
c/ o Grand Hotel 
Romo, Italy 

Dear Iadya, 

November 4, 1957 

This vill cover our comments on the Montecatini Potash project. 

1. Borrower - Kontecatini should follow the legal name and should be 
in brackets. " ••••••• • S.p .A. (Monteoatini)• 

2 . Project description - para. l - add a new last sentence . 

"This assumes that the plant will operate on a two-shift basis." 

3 . Financing - para. 1 - second sentence. 

"Its f inancing, • • ••••••••••••• wi ll be provided f'rom the general funds of the 
Compa.uy through the interplant accounts." 

Markets - suggested redraft attached. 

Eai,iiniQ and Debt Service - last para. - Might be changed to: 

etCo.mp~ earnings might be turther increased by operating the plant on a three­
shitt basis, r ather than on a tvo-shitt basis, as has been assumed in all t he 
for ecasts." 

6. Economic Justification - Suggested redra~ is attached . 

7 . Earnings Statement 

Production - Stub sl.ould r ead (Thousand tons of potassium ~ulphate, 
50% K20) Footnote to say: Assumes that the plant will operate twc, shifts . 

s. Earnlnas Jtatement - Operating Costs 

The forecasts for 1960 and 1961 (especially 1960). The assumed opera­
ting rates are 68% and So% respeotive]J' , and the operating costs 69% and 85% 
respective~ of normal costs . Shouldn ' t one assume costs wuld be higher, pro­
portio~, in the earli er years than in the later years? 

r 
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9. Earnings Statement - Taxes - The taxes seem high (about l/3 of net 
income before truces) , and remain unchanged from 1961 to 1962 even though 
earnings go up. It appears the company has not taken into account the tax 
relief possible under the Cassa program. 

10. Source and Application of Funds 

Should not the table be set up to show the Lit. 400 million already 
spent? As it is given, it shows this Lit. 400 million being paid in by the 
Company and spent in 1958-1960, rather than before that date. 

ll. Balance Sheets - The proforma balance sheet (p.2) is inconsistent 
with the balance sheGts for 1959 and 1960 because Lit. 100 million of the IBRD 
loan is to be withdrawn after the completion of the project. 

The simplest way to take care of this "10uld be to have all the loan dis­
bursed by the end or 1959. otherwise the letter of Agreement would have to show 
the loan on project completion as Lit. 3.9 billion and an explanation that the 
last Lit. 100 million wuld be drawn down after completion. 

Aside .from minor drafting changes, this report looks to be 1n good shape. 
However, let us have a clean draft for final clearance. 

With best regard1, 

f.'t Armstrong 

Attachment 

c.c .--Messrs. Bateson, Street and Collier 

WJ Armstrong spgn 



Markets 

The potential market for potash f'ertili1ter in Italy seems likely to 
be large enough to absorb the output of the propo ed project as well as of two 
additional potash projects being undertaken in thct same area. Arr:r surplus not 
saleable on the domestic market can probably be sc>ld on the European market 
since the production cost of the Italian potassiwa. sulphate is e~eoted to be 
lower than that or other European production . (Sae } • 

?-bntecatini is 1n a good position to take advantage of these two markets. 
As the largest Italian manufacturer of fertilizeria, it maintains an efficient and 
widespread sales organization through which the p tash fertilizer would be distri­
buted . Exports would be marketed through its int.trnational organization. In 
preparation for marketing the new project, Monteoutini is engaged in extensive 
research work and large-scale promotional activit:Leso 

Economic Justif'ioation 

The discovery of large potash 111.neral dtpposi ts in Sicily has opened the 
possibility of a potash industry in Italy. It w1 1 stimulate the application of' 
this product, which has been very low, even comp&J:-ed to countries with similar 
soil conditions. To the extent that arr, surplus over domestic demand is available, 
1 t will yield foreign exchange, since potassium Blf phate will be produced at a 
lower coat in Italy than elsewhere in Europe. Thi• Montecatini potash operations, 
located in an old sulphur mining area present~ ~•ing through a serious depression, 
'Will create direct employment for about 700 \rorkers and employees . 



INTERNATIONAL BANK F OR 

RECONSTRU CTION AND DEVEL OPMENT 

WASHINGTON 25, D . C . 

Mr. Hu6h B. Ripman 
Chief 9 Industry Division 
~epertment of Technical Operations 
International Bank for ~econstruction 

and Development 
Washington, D.C. 

Dear Hugh: 

Grand Hotel 
Rome , November 2, 1957 

Enclosed is draft report on the TAJANI Electric Cable Proj•ect . '!his 
paper is still preliminary, inasmuch as its financial part has yet to be 
firmed up by cert2in supplementarv information yet to be receiv,ed from 
the Company. 

In order to prevent further delays , we liave furnished Tajani our own 
financial forecasts based on the company ' s latest estimates , va.:riously 
adjusted for scheduled expenditures, vrorking capital requirement:s , interest 
Pnd deoreciation charges, to provide a more accurate and conservative 
picture of the prospective situation. You will note that , even after 
these adjustments, the project present a very attractive proposition , 
yielding an estimPted 80% return on the equity investment. 

y.r e believe that the report , despite its preliminary nature, will 
provide a sufficient basis for passing judgement on the merits ,of the 
project and its suitability for Bank financing. As soon as the financial 
forecasts have been agre8d on with the company, I will send you the final 
version of the financial part of the report together with draft letter of 
representations. 

Despite the many delays in our work , I still expect to wind up our 
business by November 15, although ammy things still remain to be done and 
time is running short. 

\"ith very best wishes . 

Encls o 

Iv, 
Yours ever , 

LadislRv Svoboda 



TAJANI 

Borrower 

The prospective borrower would be Ir.go G~ Tajani Cavi S . Po Ao a compa.ny 
wholly owned by Ing o Caetano Tajani and l)r. Luciano Fec'leli , with office in 
}[ilano The compan:r would build a nevt plant for the manufc1cture of electric 
power conductors and te1.e phone cable at Anagni , rear ltome. The cost of this 
project , including working capital and interest during construction , is 
estimated at Ll.t . 1 ,900 million ($3 . 2 million) of whi.ch Lit . 900 million 
($1 . 5 million) would be financed from IBRD funds . 

In~. Tajani and his son- in-law T)ro Feo1il i , operate a v£rry successful 
family-cmned electric cable plant in l!ilan , iv},J.ch cannot be expanded there 
due to lac~ of space. 

Description of the Project 

The neq plant at Anagni wruld have the installations required to produce 
1, 200 km per year of irripregnated paper , rubber and plastic insultated electric 
cables and 480 km per yPar of telephone cable. The plant will also have 
ancillarv facilities and a testing laboratory. 

Present Status 

Plant engineering and designs have been completed , ac~uisition of the 
pl~nt site j s being negotiated. ~uota.tions for equipment and construction 
contr acts have been received and analyzedo Orders for equipmemt can be 
placed on short noti.ce. The plant is P..Xpected to be completed in 18 months . 

/ }/ The Company will be organized within one month after approv1.l of the lo~n. 

Markets 

The Italian market of electric and telephone cabl~s has been controlled 
by the Pirelli-Ceat group integrating 35 manufacture:s, many of their plants 
ca.n be considered outdated. 

Tajani does not belong to t~is R!'Oup ?nd its pr oduction represents only 
about 1% of the Italian oroduction of electric cables 4 Vihen the new nlant 
wilJ be operating at full capacity by 1960 , Tajani ' s producti on will ~epresent 
abo1:t 3~ of Italian prodnction. 

Imports and exports of electric conductors are very small and do not 
affect the local market . 

Since no statistical data are availabJc on sales of different types of 
electric cables ,the t r ends on the generation of electric power aml tb@ l8ngtl. 
ef 1=1; gb te=,; :::. eli::hi: lin:s /will give an indication of future requiren,:mts 
( 'ff'f!Mt 1 ) o The generation of pO'.''f'r has i ncreased in the last sLx years from 
25 billi on kwh to 41 billion kwh per vear , and the electric energy high tension 
network (above 12 lcv) has increased from 18, 700 km to 28,300 km during the same 
period. Acc::>rding to recent estimates the gener ation of electr i c energy will 
be about 53 billion kNh by 1960 (1/3 above 1956 production) ard is expected 
to double during the next t en years (80 billion kvfh by 1966 )~ 

"};)A company to carry out the project will be organized by the same two men 
• 
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The market for telephone cable can be appraised from the figures of 
Appendix t 0 The number of telephone subscribers has increased from 750 , 000 
in 1948 to 1 , 820, 000 in 1955. '!'he telephone network ' s extension has increased 
from 1 ,300r.1000 km to 3 ,370, 000 1an in the same period. Large programs no,·1 unde?­
way, espectally in Southern Italy, for thei improvement of telephone services 
would insure a good market for telephone cable for several years . 

Tajani has been unable to enlarge its1 production facilities to keep pace 
with pendin~ orders. The nav plent at Ana.gni is e~ectcd to solve this situa­
tion. 

Management 

Ing. Tajani and Dro Fedeli have succeissfully operated an electric cable 
plant in Milan for several years. The pla(nt at P nagni would not present any 
technical problems different from those fou nd and solved at Milan. 

Financing 

Of the total requirements , estimated as Lit. l o9 billion, }Kessr~ Tajani 
and Fedeli would furnish Lit . l oO billion11 including Lit. o. 25 billion as 
share capital , Lito o. 7 billion in loans trnder covenc1.nts which would make 
them equivalai.t to equity and Lit. o. o5 IDJLllion from retained earnings . The 
remaining Lit. 0 0 9 billion would come from the proposed IBRD loan. The 
estimated pro forma balance sheets as of i~he date of completion of the 
project and after three years operation are shm1n belmT: (million Li.re) 

Upon Project After 4 yrs 
completion Operation 

Upon Project After 4 yrs 
completion Operatic~ 

~
/? 
'~Fixed Assets 1 , 600 

62 
1 , 600 

437 
Share capital 
Shareholders I ad-

250(4; 't 
100) y 

\J ' Less depreciation 

Net Fixed ~ssets 

Current P ssets 
11Addi tional Assets" 

\ 

1 , 538 

~ 
2 ,121 

lpl63 

300 
2 , 582 

4 , 045 

vances 

Su:rplus 
IBJID lo~n 

29369 
726 

2,121 4 , 045 

Financial forecasts are shown in Amex ;t. A letter embodying the financial 
conditions agreed to by the company is at·tached in Annex ~ o 

Earnings Prospects and Debt Service Coverage 

The Company expects, within the first 12 to 15 months after completion of 
the nroject , to increase gradually output to full capacity. If this output is 
sold at someir-that lower tr.an present cartel sales prices the company ' s sales 
would increase from Lit. 1 . 8 billion in the first year of operation to 
Lit. 4.3 billion in the third year and net income from Li.to 0.3 billion to 
Lit. o. 7 billion. The latter figure represents a return of as much as 8(),:t 
on share ca.pi tal and shareholders ' advances . 

Estim~ted company earnings before interest and depreciation , ·when the 
plant is operatinb at a normal rate? should cover the service of the proposed 
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Btn.k loan about 7.3 times . The company could sustain a simultaneous drop of 
lif in sales revenues an. an increase of 10~ in operating costs and ...:till 
maintain service on the r reposed Be.nk loan. 

Economic Justification 

The development of the Italian economy makes necessarJ a o:>ntinued 
expansion of 'COW· ·r gener, ting capacity. The consequent eJ.'"t€msion of the 
national and regional transmission systems together with thH increasing 
industrial and residr· ti?l power distribution reqairements ~rill generate 
a erovring demand for electric cables . 

The proposed project , vh ile t:-king a relativ .. lv s'!la.11 sr'"lre in t~tal 
national Olltput , will perform a sic;nificant economic functio,n : as an 
independent small scale prod~er the plant will be in a ,osition to supply 
the market with a variety of quality products at lower than eYistj.ng sales 
prices , thereby introducing an element of competition in '.~.e nor.oooly 
controlled Mar!(e:t . The plant will give direct employment to ':!bout 100 
skilled and unskilled workers. 

Conclusions and Recommendations 

The T~jani project is s ,urni and could be the basis for ,:_-1 loan of 
Lit. 900 nillion ( ".l. li.4 riill il"1r,) exclud; r.b interest durint c :i.~ true ti 0n. 
The tem of the l oa n could be 12 yelrs ..,including a two-yror:s erace period. 

J 
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Year 

1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 

Subscribers (in 1000) Sets in use (in 1000) 

750 
830 
930 

1~040 
1 ,160 
1,360 
1 , .580 
1 ,830 

1, 010 
1 ,120 
l p2h0 
lpJ80 
lp.540 
ls>770 
2 ,040 
2,330 

Ex:tent of town 
networ;ks 
(1000 Jon) 

1,300 
1?400 
lp600 
1 ,800 
2, 000 
2,400 
2 , 900 
3 ,400 



ANNEX: L 
TAJANI 

Financial For ecasts 
(Million !ire) 

Construction 0 p e r a t i o n 
1st year 2nd yr . 3rd yr. 4th -yr. 5th yr. 

L, Earnings Statement s 
Production{% of capacity) 43 84 100 100 

Jt 

Operating costs 
(21)!/ 

1,341; 2,602 3,133 3,133 
Interest IBRE l oan (29)- 63 59 53 
Depree i a tion 62 125 125 125 
Ta:ices etc 98 190 232 ~ 232 

Total Costs lp503 2,980 39549 3,543 
Net Sales 1,824 3,528 4,296 4P296 
Net Income 321 548 747 753 

~ (),,_~ -
Net Income (as % of capital c.nd f.\°"c, 

36 56 80 \ 101 shareholders ' advances) ~/ 

II. Sources and Apolication of Funds 
Net Income before Interest 321 611 806 806 
Depreciation Accruals 62 125 125 125 
Share Capital 250 
Shareholders • Advances 369 281 So 
IBRD l oan 515 385 

Total Sources 1~134 1,0h9 786 931 931 

Fixed Assets l?ll3 437 
Interest 21 29 
Total Fixed tssets lpl34 466 
Net Current Assets 200 100 
Service IBRD loan 95 127 127 
11Additional l ssets11 383 591 ~04 804 --

Total Applications 1,13t! 1?049 786 931 931 

!/ Interest capitalized 



ANN!X 'l, 
page 2 

Const"~lct:~ on Oneration 
1st yr . ::>n,1.yr. :3rd.yr. &tfi •T • 5t'fi ;,Ta 

III. Balance Sheets 
fisdi.: yearJ 

( 'ls of end of 

Fixed } ssets lpl34 1,600 1,600 :t,600 1,600 
Less deprcei2tion 62 187 312 437 

Net Fixed Assets 1,134 1,538 1, 413 1,288 19163 

Met Current Assets 200 300 300 300 
"Additior.o.l f ssets11 383 97h 1,778 2 p582 --

Totel As::iets l913h 2,121 2,687 3,366 }i90)~: 

Share Capi t2.l 250 250 250 250 250 
Srarehol dcrs ' advar:ces 369 650 700 700 700 
Surplus 321 869 1,616 2,369 
IBP.D l oan 515 900 868 Boo 726 

# 

Total Liabilities 1,131.,, 29121 2,687 3,366 4,045 
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Mt-. L. M. Svoboda 
c/o Grand Hotel 
Rome, Ita:cy 

Dear ledyai 

November 1, 1957 

i'his letter will cover our comments on ABCD. For the most part we have 
not been concerned with editorial changes, but Cicely, in going over the report, 
has been able to suggest certain changes and we ' ll pass those along with our other 
quest ions and comments. 

First, general comments -

1 . A statement on the compaey's depreciation policy should be incltded 
in this and all other reports. Special reference should be made to the depreciation 
rate for the polye'teylene . plant . 

2. In each forecast, the term of the loan and interest rate should be speci-
fied as you did with the Crotone project. 

J. "Reserves 1n Current Assets" and "hidden reserves•. As much as possible 
we should use the of ficial figures since the others are given to us in confidence 
and the r epor ts do get rather wide circulation. Therefore I feel these terms and 
f i gures should be removed and a stat ement made in the text about the conservative 
valuation of current assets . 

4. The term of the new loan should conform to the term of the previous loan -
ll years including a 3 year grace period. This shor ter term was decided last year 
because of the high obsolescence factor inher ent in this t7Pe of plant. 

More specific points follow -

l . Table, p~ - Tb.is would be more clear if' "IBRD project" were broken down 
into (a) special cements (b) polyethylene (c) power and "working capital" into(a) 
polyetlzy'lene and (b) other. 

2. What is the amount of the net 'WO~g capital needed? Ir the polyethylene 
project needs Lit. 1. 5 billion wey have Lit. 0.953 expenditures already been made for 
this item when the plant won't be r eady for three year a? Isn ' t t his, instead, in­
creased r equirements for the expanded cement and asphalt products sales and· a some­
what longer turnover per iod? This point should also be cleared in the letter . 
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3. Table, p,2 - Reguiremepts 

Qj;ber construction - The figure ot 681 agrees with the figures for expen­
ditures on other construction shown in the Financial Forecasts (Annex 1, p. l) (1956 
- 358; 1957 - 323; total - 681) but does not agree with the figures for increase in 
value of other fixed assets shown in the Balance Sheet (Annex 1, p. 2)(19'6 - .358, 
1957 - 316, total - 674). 

4. Sources 

other borrowines - l,oni-tena - In the Financial Forecasts (Annex J., p.l) 
t he figura of 294 is shown as other loans - short-term. 

s. 
Fixeg Assetp - If expenditures on other fixed assets is taken as 681, the 

value of other fixed assets and for total fixed assets should be 7 million lire 
higher than the figure show in the Balance Sheet (Annex 1, p . 2) and in this table . 

6. Reserves in Current Assets - Should not be shovn at all. 

7 . Page l , Para, 2 - Sentences 2 6sP4 3. Change to -

"For 1955/1956, this represented a return of about 1.4% on the combined 
value of share capital and shareholders' advances. Net income was conei.derab~ 
reduced, however, by the conservative practices followed in valuing cUITent assets ." 

8 . 

9. 

Annex 1 

I, F.ornings Statement 

Operating Costs 

1956 apd 19$7 - Adjust the figure on the first line so that the net 
current assets reserve would not have to be shown. 

1958 - 1962 - Show only the figure now given as operating costs 
adjusted, with a footnote to sq that the figure 
ahown represents an upward adJustment by 4'!, of t he 
figures submitted by the company . Also should not 
these adjustments be exaotl1' 4'I, and not percent ages 
varying from 3.5 - 4.4'1,. 

Interest - Recompute for loan of 11 years with 3 years grace. 

10. Net income after taxes - Show oacy- first line, not figure prior to 
adjustment. 

n . Jfet income as S or sbere capital and, sbereho1qer•s od.YMaos - Recompute . 

12. Interest on IBRD project should be shown even though capitalized and 
deferred, otherwise there is no apparent r eason for the lar ge increase in pqment s 
in 1961 and 1962. 
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l3 . Shou.l.dn 1t net sales for 1957 be 3,835 instead ot 3/385? 

14. Wl\r are taxes in 1962 the same as 196J since sales have increased 
~l.y? 

II. Sources and 4pp119ati2Pe 2t funds 

15. Should footnote (2) be applied to 196 and 1962? 

16. IBRD 1st loan - Should 1957 be 600 in tead of 300, and later years ad­
justed accordingly? 

lBRD proposed second loan - Should 19~7 be O instead of 300 and later 
years adjusted accordingly. 

17. 

18. 

19. 

other loans short-telJl: - 1956 - 294 s lould be ~-term. 

other debt seryicf - Note discrepancits on balance sheet. 

III. Balance Sheet 

Should 1956 be actual? 
Should 1957 be prel1m1nary? 

20 . other fixed assetg - The 1957 figure lhould be 3,370 to conform to expen-
ditures on other construction 1957. 

21. Fixed Assets Agjustment - What is thia adjustment and is it necessary? 
It so, supply footnote - 1955 - 403 explain. FJl'Obabl.y this will come out when 
using the company ' s figures. 

22. Depreoiatiop - 1956 does not agree wi entry on Sources and Application 
table. Out by l. 

23. Sharaholders I advanceo - 1956 - Accoll t for decline of 48 from 1955. 

24. 

26. 

Ipng-term Debt 

1957 - Decrease from 1956 = 565. Deb1r service in 1957 - 621 minus 
interest of 135 = 486. Explail!a difference . 

1960 - Decrease froJ111959 - 76. Debt service in 1960 - 191 + 18 • 209, 
minus interest p,qm.ents - 113. Difference= 96. 

Total liability; and egui:!il: 

a. 1958 appears to be a t,pographical. error - shouldn't it be 7,598? 
b. 1958 liabilities then do not balallce 'With total assets . 

'2:1. Debt-equity ratio should be sho-wn. 
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The f olloving are auggeat-'1 drartiu1g changes . 

b,ra, l - s,copd MP:ktPM - Change to: 

'rhe coapan;y plane to erect a polye ~lene plant with an annual capaciey­
of 10,000 tona per year and a 10,000 kw. the1rmal.-pover plant. 

- tb1 J:4 aentenoe - Change to : 

The project ia a revision of a por1,ion ot an earlier project which recei-..d 
Bank financing under Loan 150-rr. Thia portton of the earlier project involved the 
oonetruotion of a polyethylene plant with an annual capaoit1 ot onq 5,000 tonaJ no 
pover plant was inol'ld.ed. 

Para, 3 - Change to: 

The original project involved: (l) the construction of a plant for the 
production of special cements vhich are made 'J:,J' reproces:sing ordina1'7 cement cl1DkerJ 
it would therefore result in no appreciable tncrease in the oomp8JJ1 1s total cement 
output; (2) the installation of two orme oil! stripping towers operating on Baguaa 
crude which would provide the raw materials tio be used in the production of poly­
eth;ylene as well as additional fuel tor ABCD 1 s cement and asphalt plants; each tower 
uould have an annual capacity ot 1001000 tons; and (3) the erection of faoilitiea 
tor the production of 5, 000 tons per year ot 1polyeth7lene. 'l'he cost cf the project 
was estimated at Lit ••.•••••• •• ••• • , includiitg working capital and interest during 
construction. 

(lo mention need be Jll6de of the OJ a1~ ot the original poly.etqlene 
plant alone) 

Para, 4 - Sentence J . - Change to : 

Even after the increase in its oapaa1i ty to 10,000 tons per annua, the 
proposed plant is the amalleat size polyetbyl e plant now being built in Europe. 

- Sentence 4 - Can be omitted . 

Para, 6 - Ser. tence 2 - Change : 

•in spite of the increase 1n plant capacity• to 
"in spite or the planned increase in po~etb;ylene production capacity" 

Present Statua - Pvt, 1 

Sentence l - Change to: 

•The special cement plant and the fil!"at oil stripping tower were 
completecl•, ••••• etio. 

Para. 2, - Sentence 1, 

Ineert •second oil stripping tower a~id the" before •polyethylene•. 

Para, J - Sentence 1, 
Insert "second oil stripping tower and the" before • polyethylene•. 
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~~ - l!ara, J.. Sentences 2 and 3. Change to : 

This represents an increase ot Lit. 6.5 billion over the original estimate. 
The incJ~se would be covered, •••••• etc. 

ltw,rkets - Change to: 

Information on Italian consumption of polyetb;rlene is not available. 
U.o.til ~aoently, when the first Italian po~ethylene plant was completed, all the 
polyetbjrlene consumed in the countey was imported, am even in 1956, consumption 
exceed ~ the domestic prod.uotion of some 8,000 tons. There are no data on iaports, 
hovever1r because polyethylene is included vith all other plastic materials in the 
illlport 1~tatistics. Et-en if current consumption were know, it would be difficult 
to predjlct the future growth or detnaDd tor this product which has already increased 
so spec·taoularly. Although its outstanding electrical properties, high chemical 
res1st~~ce and mechanical toughness have already tound it a vi.de variety of uses, 
its r~l scope is not yet kno'WD.. The experience of other countries sugges~ however, 
that I~~ian consUDlption which is still relatively small, vill grow rapidly. In the 
United States, for example, consumption increased almost five times between 1952 and 
1956. 

Current Italian production ot 8,000 tons would be inoroased to 28,000 tons 
by the addition or the ABCD 1s proposed plant and another plant with a capacity of 
10,000 ~one now planned by the &Uson interests. Ho-waver, ABCD appears to be in a 
good o FJP9titive position. Because ot the favorable location of its proposed plant 
with r~~pect to raw materials, it is estimated that its production costs will be 
about 6e? of the current u.s. selling price for polyethylene, which is 35¢ per lb., 
and ab jut 40'{. of the current selling price in Ita~, which is 55¢ per lb. 

The output of the stripping plant, apart from the ethylene to be used for 
the pro uction of polyethylene, can be disposed of w_ithout difficulty. M:>st or the 
heavy ell would be consumed by ABCD and its associated companies. other by-products, 
such a crude gasoline and butane, should find a ready market local]J. 

Page 411 Para, l - Change to: 

The coll!p8.ey expects its polyethylene plant to be producing at 40% or capa­
city ilil 1960, when the project will be completed, and to reach full capacity operation 
two yea~s later. With polyethylene selling at 27¢ per lb. {compared with the current 
price ln Italy of 55¢ per lb.) the COID.PaDJ" expects its total net sales to amount to 
Lit. 6 .. 6 billion in the first year of operation and to Lit. 9.9 billion in the third 
year. Its net income -would be Lit. 1.4 billion alld Lit. 1. 7 billion reepectiveq, a 
return in each year of about .32J on share capittl and shareholders' advances. It 
should be noted that in preparing the financial forecasts, the company's estimates 
ot opeJrating costs have been adjusted upward by about 4% to provide a margin ot safety. 
Forecauts of the compacy 1s ss.lee are given in Annex ••••• 
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Para, 2 -

The s imultaneous drop in sales re anue and increase in operation expen­
diture would only be 15%. 

Attached 1• revised X.tter of Agr94~t tor ;your consideration. We have 
left most of the figures out since these vil1 change as the report is revised. 
We would also like your thoughts on the new J aragraph 6C. 

With all these changes w would 1ilte to aee a revised report and letter 
before giving apprOTal to the project. Plea e date each report so we won't get 
the various drafts mixed up. 

Best reeards , 

Attachment 

c.o.--Mr. Bateson 
Mr. Street 
Mr. Collier 

~ W. J . h'mstrong 

P. s . A last thout,h - th~ funds in 150IT won't 
cover this )Loan so the letter al s o will 
have to include a reference to 117IT. 



A,B,C,D, 

International Bank for Reoonatruotion 
and Defllop11e11t 

1818 B Street ».w. 
Washington, D.C. 

Gentlemena 

(1) Thia letter will contira oertain understatldinp which have bNn reach• 
during reeent diaouaeiona betwen "Pi-.•entatiTN of the I.nternational Bank 
tor Beocmatruction am Dewlopaent (hereinafter referred to aa the 1-nk), the 
Caaaa per 0pere Straordinarie di Pu.bblloo Intenaae nell 1 Italia lferidiouale 
(the Ca ... ), l'atituto Regional• per U F1nan1h-.nto al.le Induatrie in S1oil1a 
(IRFIS) mi 1afalt1 811.md. Cement! • Der1Tat1 (the Compan;, ) . 

(2) Iou have inf'01'1184 ua that the Bank ie considering a loan to the Cuaa am 
that part ot that lou v1ll be speo1ficalJ1' allooate4 for loans tor 't'8.1"1oua 
induatri&l undertats»a• in the area ot the Ca•aa' • OOJII.J)etenoe and that certain 
unutilized tund• under the loan between the Bank and the Caeaa dated October ll, 
1956 (Loan 1'o . l,OIT) aq aleo be 111114• aft.ilable for allocation of euoh 1ndua­
trial undertakinp . 

(3) We haw proposed that there ehould be p,;ovlde4, either out ot the proceeds 
or the proapeotin loan or the 11DUtilised prooeede of Ioe.n .Ro. 1SOIT, additional 
tinanoing tovarcta a propoaecl a:t.naion to our project whiClb under M>en !lo . 15011' 
has reMiTtd tinanotng in the PD\Jllt ot Lit. 3,100 aillion. The project aa 
re'riaed would prcm.de tor the oonatru.otion aid operation at Raguaa ot a poJ.T­
•thrlene plant with a •apacit,- ot 10, 000 tone per 1ear, a crude oil etr1ppina 
plant vit.h a oapaoiv of 200, 000 tone per 7ear, a speoial eement plant vith a 
oapaoit, ot 30,000 tone per 7ear, and a themal eleotrlo plant with a cenerating 
oapaoit7 of 101000 kw. The apeoial Oellellt plant·an:1 the ti.rat aeotion ot the 
oll strippiDg plut nre completed and put into operation in 19S7, the reM1ning 
taoilitiea, representing the llllJor part of the pro~eot are •oheduled to be com­
pated bJ September 30, 1960. We han intol'lled 7ou that the pro tone b&laJloe 
ahHt ot the Collp&JV', on 0011pletion ot the proJeot, would~ a• follow• 

Pixed Aaaeta Lit. Share Capital Lit. 
Lesa Depreciation Su:rplua 
Bet lixecl Aaeete Sbareholdera' ad"flUlOea •t Current. Aaeets lBBD I.oana 
•Additional Aaaetae other 

Lit. Lit. ~ 

It 11 understood that the amcunta ahovo aa aurplua and additional ••••ta NT be 
Nduoed by the amount.a of dividend• paid during the interill period eubJeot to 
the restrictiona ot tbi.a letter. 

(4) !be ooet ot the pro3ect abould be oonaidered as Lit. •••••••• ••• •••••• • 
oompoa.S ~ Lit. • •••••••••••••••• tor fixed aa .. ta and Lit. • ••••• •• •• •• •••• 
tor net eurrent aaseta . Ill addition to the proJeot, an amount ot Lit . ••• •••••••• 
vill be r quired to inore&•• the net current aaseta pertainin1 to the other aoti­
'fi tie1 ot the Compan;r. 
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(5) W. baft been in!'ormd that aa, lou to the COlllpaJIT \lOUld be made by 
IBrlS to whioh the Oa- would la tor the purpo .. , a portion of the Bank'• 
loan nov under oonai4eration, or ot loan lo. l,OIT. tou haft •1'1 t.hat before 
J'OU could &pproft ~..-ab1- OODaidentiOD b7 the Caa• or D1J:3 o:r the propoaecl 
loan 1ou vould require ..-lain UD4ertak1Jlp froa the Coape91' v1 th re•peot t.o 
ahare •p1ta1, vorJdD1 oapital ana sbareboldere• ad'ftnoee . 

(6) !he aalllll"aDON ml~ ltlioh 7ou haft requeated, ~~ be etteotift 
'While a1JT part of the ezi•Una lean to the CoJI.PU1' under 1.-n No. 1,011' or of 
t.h.e prc,po•ecl loan to the 0~ vill be outstandill1, are that TaJLid alTallP­
aenta vU1 be ..... uncl.r mioha 

A. kMpt u the Bank, the Ca- aD4 IRPlS ahall otbendae qree11 the share 
•p1tal ot the Compal\Y ehall be at least Lit. 3, 000,000,ooo pnid in aa 
nquind and ahareboldere ' adn.nou on cOIIPletion ot ~ proJe~ viU total 
at l••t '\be ditte:renoe between I.tt. 5,220,000,000 and pd4 ill ahare oap1ta1J 

B. It tbe ooaplet1on ot ~ projeot or it• eueo .. llful operation jL• hind.end or 
clel.qed or 1a tbnat.ened vltb h1ndraDOe or clelqbeoaua• tbe flJDll• aftilable 
are 1.Dad.aquate to eaure it.a oqapletton and the proneion ot ~lb• neo .... .,. 
vorts.ng oapi tal, J)l'Qllpt U'l"aDpllellta aball be M4e in aeoordalLM vi th a 
tinaneial pl.all &JJPl'Ol'e4 b.r JQJS t.o Pl'fficl• the !MIOMN.1'1 ~l• .. aD4 vbeD 
th-, aN requ1Nd1 

O. h acgrepte uount of ebort-tera borrovinp at uq tiae out ttandiq 
inOUl"rtd tar purpo- ot tinanotnc the ooet or the aona\l'\lcticn ot the 
proJeot, aball not UHi! Lit. 800,000, 000 l,DI! ahall, within QU ,. .. r fJ'all 
the oom•n11a1rt of operation• by the pol.Teth;rleM plant, be r•paid Jn full 
OIII'\ ot ahanbol4en ' advanON or retaine4 earninp, 

D. Sbarebol4era1 actnnoes prov1cled under sub paragrapha A, Band C -

I . Shall not be witbdnma 

II. Shell in all rupeota be aubordin&W. to ill 4ebte ot 
the 0oapa.,. J aDCl 

III. lnt.eren or &1\1 other NJDmention ahall be payable ant! 
paid thereon onq ou.\ of ne\ profits and on)J' to tJle 
.tat that diTidende VOWAl be pqabl• theNOD if 1Uflh 
ahaNholdere • adT&DeU W original.lJ' bMD paid ill•• 
eh&re oapltalJ 

&. the \DldereiglMNl v1ll not without approftl ot the C.asa and lll':IS pq di Ti­
clah or •lee a,q- other pqaenta to 9harehol4era or adopt 81\1 n,01107 it auob 
PQlllllta or poller vould result in or enrtaap at arrr time aftAar the ooJIPletion 
ot the proJent 

I . The ratio ot oarrent uaeta owr ournnt l1-b1l1t1•• 
betq 1 ... than 211, 

n . The exeeN or curnnt uMte OTer ourrent 11abilit1e• 
being i... than L1 t . 1, 790, 000,000. 



_,_ 

(7) For the purp>ee of thia letter "IJPTl)J\ 111eta" ahall be oou:14end 
as oash and uaeta Nadi]y ootffertibh to euh and -11 other aaNta lllhJ.oh 
would, vi thin one 7eaJ" in the ord1nar7 OO\ll"M of the Comp&DT • s buaineaa be l'"' 

oc:m'Ye!"W into ea.ah or awta readily oonftl'tibl.e into oaahJ and "9PD'Wt 
]JehtljtJ.11" iball be oouiclered •• liabilitiea due and pqabla and all other 
Uabilitiea llhioh would be pqable or oould be called tor pqment within one 
7ear. 

(8) The UJldersip.d henbt ciwa 7aa. the aaeu:ranoea and undert.k1nge aet 
forth in parap-api (6) abon, to be etteotiTe and to •uperaede the eaauranoea 
and UD1ertald.np giftl1 in our letter to you dat«l Jun. 26, 19'6 on the condition 
that, either troa the prooeecla ot !Qan lo. lSolT or troa the propoNd Bank loan 
to 'he Caa•, DFIS acne• to ak4a an additional :loan to the Coapaa;r tor the 
aboT-.-ntioned purpoae ill the approximate aa,mt ot Lit. 2,800,000,000, therebT 
illoreaainc the total amount ot finanoinc ot t..ti. proJeot bT DflS to Lit. 
,,900,000,000. 

(9) It is UDderetood that th• teru and ooDditiona of arrr auoh lou vlll be 
Mt forth 1n an agr..._t to be neaotiated and entered into betWMD the under­
signed aJld IRrIS and that the nbetanoe ot th• uauranoea an4 undertakinp 
ci•en 1n thia lettw vlll be illoorporated therein. 

lours trul.T, 

.ASFALTI BITUKI CEMUTI eDallVATI • 
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INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 25. D. C . 

Grand Hotel 
Rome, November 1 , 19 57 

Mr. Hugh B. Ripman 
Chief , Industry Division 
Department of Technical Operations 
International Bank for Reconstruction 

and Development 
Washington 2~ , D. C. 

Dear Hugh: 

I enclose drafts of report and letter of representations concerning 
the SINCAT project and the general market appraisal for the potash industry. 
These pnpers have been cleared with the Area repres~n~tives . 

//~-~$\ 
Meanwhile we have received your cable No . 11' including comments on 

the ABCD project report . According to vour suggestion regarding the 
liquidity provisions in the ABCD draft letter of renresentations, I propose 
that paragraph (6) should be supplemented as follO\,VS: 

E. Except as the Bank the Cassa and IRFIS shall otherwise 
agree , short term loans used as interim financing for 
completion of the pro~ect , shall not exceed , at any time, 
the total sum of Lit. 800 ,000,0(X) and shall be repaid on 
completion of the project from retained earnings or 
shareholders ' advances . 

In conjunction with the above, subsections (6) D would now read as 
follows: 

D. The undersigned will not without approval of the Cassa and I"!WIS 
pay dividends or make any other payments to shareholders or 
adopt any policy if such pay,Jents or policy would result in or 
envisage at any time a~er completion of the project : 

Io The excess of current assets over current liabilities 
being less than Lit. 1,790,000 ,000 , 

II. The ratio of current assets over current liabilities 
being less than 2:1. 

I hc1.d previously discussed with the Company the possibility of an 
alternative liquidity provision along the lines of the above proposal, pending 
further clarification of the Company' s prospective working capital position in 
the neak construction years . The modified provision as above would no doubt be 
a welcome relaxation for the Comoanv in a prosoective oeriod of increased 
financial connnitments . I am awaiting your lett~r and possible further comment 
on the present proposal , before nresenting the revised draft letter to the 
Company. .Incidentally, in sending the first four reports in a hurry I failed 
to make a few minor corrections in the ABCD financial forecasts as indicated 
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Mr. Ripman - 2 -

in at tached copy. I apologize for this overlooko 

Preparation of the remai ning five rPoort s has been somewhat. retarded 
beca.use of the inade(!uate financial presentation of the pr ojects o 'Phe 
intervening hol idays , this week , have further delayed their coM:p1°tion. 

1)Te have now set deadlines to the various companies for final agreeiment on 
f i nancial matters which will expire Thursd::>y next weeko 

A meeting with Marzotto is set for November 2 , to r"vie\V the final 
presentc1tion of their financial plan es a ~eed on in principle du!ing our 
visit to the Compr->ny 11st week- end. SIL after the last heated discussion 
on fin'lncine , have now reolaced Pro:f7colaiori by Prof . Parillo a.s main 
negotiator. The latter has suggested what appears a quiit e r eason:~.bl e 
alterm.tive nro,:;,os::il , which , pending aporoval by the shareholders , will 
col"'le up for discussion earlv ne}.--t v;eek. A rpaction by I:aratea to our 
requirements in resoect to the pr oposed 2nd Bank loen is still awa.itedo 
CJ.IT have yet to furnish earnings f orccast for th0ir entire op ere ti. in in 
order to demonstrate the availability of own funds from retained €!amines 
for financing the project. .'1 s reg:i.rds Tajani , we have nav1 rec eived a 
favor?ble report by the ISV~D"":R auditor rP.~arding the Company' s c:anacity 
to ~inance the uroiect and I ~m preparing a financial forecast based on 
the company ' s rather confused fiE;Ures o 

Since all tP.chnical matters have been cleared and the t.echnical part 
of the reports drafted , ,'Ie exriect F.duardo to return to Washington at tho 
end of next vrneko I hope to follow one week later . 

r'ith best wishes . 
Si ncer el y your s 1, 

Enc1c; o Ladislav Svoboda 

--
\~\ .. 
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FORM No, 27 
I a. 55J 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OUTGOING WIBB 

CLASS OF SERVICE: LETTER TELEGRAM DATE: NOVEMBER 1, 1957 

TO: WHEELOCK 
GRANOTEL 
ROME 

COUNTRY ( ITALY 

; EXT: 

Cable No. THREE 

REFERmCE YOUR LETTER ONE AND OUR TODAYS TELBPHONE CONVERSATION 

FIRST GLAD TO HEAR BANK HAS RE:I.mDING RIGHT AND AGREE THERE IS 

NOTH:rnG 1'mE TO BE DONE 'llIAN MAKE AIDE- MEM::imE OF YOUR CONVERSATION 

WITH BAFF! SECOND I AGREE 'mAT YOU SHOULD NOT REPEAT NOT RAISE 

QUESTION OF REM:>VAL OF R ~'IRICTIONS ON LmD:rnG REPAYMmTS REGARDS 

Signed: COPE 

AUTHORIZED BY: 

NAME: S . R. Cope For Use b Archives Div ision 

DEPT: &lrope, Africa and .Austr alasia Checked for Dispatch 

SIGNATURE: 

SRCope :mln 
O RI G I NAL (F il e Copy) 

~leared with Mr. Iliff) 
(IMPORTANT: See over for guide in preparing Outgoing Wire) 



GUIDE FOR PREPARING OUTGOING WIRES 

1. Class of Service 
Type in class of service desired. Each class is described as follows: 

Letter Telegram Letter telegrams are normally delivered the morning after day of despetch. The cost 
is half the cost of full rate messages with a minumum charge for 22 words including 
address and text. 

Full Rate 

IBF Govt. 

Code 

Day Letter 

Teletype 

2. Address 

Full rate messages are normally transmitted and delivered immediately. There is a 
minimum charge for S words, including address and text. 

This is a preferential rate extended to the Bank by some of its member countries. 
Messages are sent at full rate speed and at about half the cost. This race normally 
should be used whenever available. It is at present available for the following 
countries: 

Bolivia 
Brazil 
Burma 
Chile 

• China 
Colombia 
Costa Rica 

Cuba 
Dominican Republic 
Ecuador 
El Salvador 

• Ethiopia 
• France 

Greece 

Guatemala 
Honduras 
Jordan 

• Lebanon 
Nicaragua 
Pakistan 
Panama 

• Peru 
• Syria 

Uruguay 
Venezuela 
Yugoslavia 

• In these countries the letter telegram rate is lower than IBF government rate and 
should be used for messages when immediate transmission is not required. 

Code messages are transmitted at full rate (or IBF Govt.) speed and cost. This rate 
should be used only for confidential messages to staff members having a code with 
them. 
Day letters are delivered during the day of transmission and should be used only foe 
messages in the United States and to Mexico and Canada. There is a minimum 
charge for SO words in text. 
To be used only for messages to the New York Office, United Nations, and certain 
commercial firms. For information, call Cable Post (Ext. 2008). 

Use only last name of addressee and cable address whenever possible. The Bank cable address 
"INTBAFRAD" is re,sistered in Paris, Beirut, Rio de Janeiro, Bogota, and Guatemala City. The name 
of the country of desunation must always be added. (No charge is made for the name of a country). 

3. Text 
Messages to Bank Missions and to Resident Representatives should be numbered. These numbers may 
be obtained by calling Ext. 2008. 
Type text in capital letters and double space between lines. The text should be edited to elirrinate 
unnecessary words and unnecessary punctuation. If punctuation is needed, spell out the words "Comma,• 
"Stop," etc. 
Use common abbreviations whenever possible, i.e. reourlet, reurfive, etc. \l;'rite as one word hyphenated 
wo,rds, hyphenated names, and certain two-word groups, e .g. Airmail, Newyork, enduse. 

4. Signature 
Type in last name of sender. Use INTBAFRAD as part of the signature only when addressee does not 
know the address of the sender. 

5. Authorization 
Type in name and department of staff member authorizing message and have authorizing staff member 
sign the original (pink copy). A list of authorized signatures is kept in the cable office. -Forward messages in triplicate in a cable envelope to Room 210 for despatch. The cable service is open 

from 9:00 a.m. to 5:45 p.m. on working days. Special arrangements should be made for the despatch of 
of cables outside of these hours. 
ANY QUESTIONS REGARDING INCOMING AND OUTGOING WIRES SHOULD BE REFERRED TO THE 
CABLE POST, EXT. 2008. 

L561 Ud t!i 5 l /UJN 

u13A30 ONV '!SN003a 
UO.:J )INtte wnou. Yt0:Jlrn1 



INTERNATIONAL BANK FOR 

RECONSTRUCTION Al-VD DEVELOPMENT 

TEl..EPMON& EXECUTIVE 3·6360 

1818 H STREET,N. W. 

WASHINGTON 25, D. C. CABLE AOORESS - INTBAF'RAD 

No. 12 

Mr. L. M. Svoboda 
Grand Hotel 
Rome, Italy 

Dear Ladya: 

November 1, 1957. 

This will cover our comments on Cone . 

To answer your question on surety arr angements, it is not neces-
sary to include anything about this in either the report or the Letter of ~ 
Agreement. ISVEIMER takes the commercial risk for all the loans and they 
are the ones to be satisfied on the security and, as you indicate, they 
will get surety from CGE. 

In order that all the project presentations are uniform, two 
points should be watched: 

lo Percent return should be on the total of sh.a.re c~pital and 
shareholders ' advances . 

2. In specifying production as% of capacity, the expected normal 
production rate, allowing adequate time for maintenance and re­
pairs, should be considered 100% of capacityo Also, if three­
shift operation is possible but only one or two shifts are plan­
ned for an indefinite time, the latter basis should be termed 
100% with an appropriate footnote . 

For the Crotone aluminum plant for example, the theoretical rate 
is 11, (X)O tons per year, but about 9% of the pots are expected to be out 
for rebuilding once the plant is run in. The normal production capacity 
would be 10, 000 tons per year, this should be considered 100% and not 90% 
as shown. Sorry to mix up Crotone in the discussion on Cone but the ex­
a.111ple is much clearer. 

1. 

Now to more specific points 

The statements in the project description about the complete 
manufacture of the water heaters and in management about the 
simple operations are incompatible . 

v' 
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To Mr. Lo M. Svoboda November l, 1957 

C 

2. In the section on "Present Status" expenditures prior t,o / 
September 1, 1957 should be sh01m, in order to show that 
this loan will not be a refinancing operation. 

Table at top of Page ,2 

What are "other funds" - short term or long term loans and v 
from where? 

Page 2 - Second Table - Some of the figures for 1962 si:?em 
incorrect. (See colTllllents on the Balance Sheet below) v \.; 

'\ 

s. The return on share capital should probably be 6.6%, but 
see~ comment 120 

v~(ki 
~~; t,f·t~~ 

6. 

1. 

8. 

Page 2 - last sentence bottom of nhge - This appears t10 be 
misleading. I thought CGE had o y three retail stores in 
all of Italy? 

v' 

Financing - It might be well to put the information on market- v 
:i.ng arrangements in as a separate section headed Market,ingo 

Markets - This should be expanded with a short discussion of / 
the retail prices of the products and their competi ti v13 posi-
tion in the Italian market, including their position i1n view 
of the common market aspects . 

9. What percentage of the total output does SME sell? Do13s this 
go through CGE first? 

10. Earnings and Debt Service Coverage - The last sentence of the 
first paragraph adds nothing to the discussion and should be 
removed -- unless you are implying that CGE is consideiring 
such a step. 

ll. 

12. 

13. 

Conclusions and Recommendations - A three- year grace pi~riod is t.t.,?~c.-, t V 
entirely :ta.o_l_Qll.&._f<?.t this project -- wasn' t our origi1n.a.l dis- fi._.v'I.,~~ 
cussion on the basis of one or li years? If not, then I cer-
tainly slipped up. · ~ . 

Earnin s Statement - Net Income as % of Share Ca: ital ·• The ~ 
igures for the four yea_rs 19 7 0 appear to be incorr1:3ct. ~~t, r/~ 

They should be 6~6%, 13.7%, 3.3% and 6% of share capital. t.~~ {. ,.,~ 
However, as I said above, you should show earnings as a per- ~... ff' r, 
centage of share capital plus shareholders ' advances . C' -

Sources and A lication of Funds: Share Ca ital and Shareholders' 
Advances - 9 0 - This proposed capitalization of 1 O 1nillion 
lire of shareholders' advances should be footnoted for clarity. 



- 3 -

To Mr. L. Mo Svoboda. November 1, 1957 

14. 

15. 

16. 

17. 

Sources and Application of Funds - Debt Service - 1962 
Should the IBRD debt service drop from 9S in 1961 to]°4 in 
1962? In addition, there is an inconsistency between the 
change in long term debt shown by subtracting interest from 
debt service and the changes in long term debt shovm on the 
balance sheet. 

Footnote terms of 11other long term debt service"• 

Balance Sheet - Depreciation - 1960 and followin~ - The in-
crease in the depreciation from 1959 to 1960 is3 (135-82) . V"' 
This is inconsistent with the figure for depreciation accruals 
for 1960 shown on the earnings statement, which is 42. ,,J.i ... J ' / 'I).., 

IBRD Loan and Other Long Term Debt 1962 - The decrease in 
total debts fron 1961 to 1962 is~ [698 - (622 + 76) minus 
672 (587 + 85):J. This is inconsistent with the difference V' 
between debt service and interest payments as shown in the 
Sources and Application of Funds and Earnings Statement which l,t4f/.J4! t 
show a total debt service in 1962 of 100 (84 + 16) minus in-
terest payments of 49 or a debt reduction of 2!• 

18. Letter of Agreement 

Para. 3 

a) insert "a" between "to" and "total" v 
b) delete "per year" after "refrigerators" I 
c) check figures against r~vis:i:9ns in report 
d after the table insertf11It is understood that the amounts 

'"'-'!~-=:::---------;a/ ~s~~wn--as surplus and additional assets may be reduced by 
1 the amounts of dividends paid during the interim period 

,subject to the restrictions of this letter, n unless you 
__ ...;; .... ------~want to restrict dividend payments during the construction 

period. If so use a paragraph similar to the one in the 
original SIL letter. However, I don•t think this restric­
tion is necessary. 

19. Para. 4 - instead of "working capital" use "net current assets 11
0 

( 

20. Para. 6A - Except as the Bank, the Cassa and ISVEIMER shall other-V' 
wise agree. 

21. Para. 6C - Shareholders ' advances provided under sub paragraphs ( 
A or B. 

22. CGE Balance Sheets - the 1956 figures should be included. ~ 
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To Mr. L. M. Svoboda November 11 1957 

Again we'd like to see a revised draft before final approval. 

Best regards , 

c. c.--Mr. Bateson 
Mr. Street 
Mr. Collier 

W. J. Armstrong 



Th1TERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 
18 18 H STREET, N . W. 

TELEPHON~ ,:XE.CUTI\/£ :3 ·&360 WASHINGTON 25, D. C. CABLE AOORESS- INTBAF"RAO 

November 1, 1957 

No. 11 

Mro Lo Mo Svoboda 
Grand Hotel 
Rome, Ital y 

Dear Ladya: 

This letter will cover our comments on Cro~ even though there 
seems to be no hurry on this project. Unless the~r rate question is 
resol ved favorabl y by the middle of November or unless the Cassa is willing 
to take the risk on its inclusion with a possible l ater cancellation then 
we should drop t he project. 

If the project does stay in, there is no problem in considering 
financing 53.5% of the total cost. 

1. 

J . 

More specific points - - mostly drafting changes - - follow: 

Financing - Page 1 1 Para 1 1 Line 3 "and working capital, will be 
provided from the general funds of the Company through the inter­
plant accounts". 

Page 2 - Footnote the reason for the increase in advances "after 
four years of operation11 o 

Page 2 - "Financial Position11 - add a sentence on the ability of 
Montecatini to service its debt-burden. 

Page 2 - E~ansion Program - The end of this paragraph would be 
cl arified ya direct reference to the potash proJecl. for which 
Montecatini is requesting Bank f inancing. A suggested re-draft 
of the last three sentences is as follows : 

"The Company has developed a four-year program which provides for 
a considerable volume of new investment, mainly in mining, for the 
present proposed expansion of aluminum production, and for further 

\ 
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'V 

expansion in the chemical field . Total expenditures are estimated ) 
at Lit. 40 billion. In 1956, the Company borrowed locally Lit. 16 • 
bil~ion,"-a?Id in early 1957, it raised its share capital by Lit . 16 141~..;,,,-
billiono The balance of Lit. 8 bitlion would be ~vered by the .!'"·:_ 
IBRD loan for the present project Lit. 4 billion) and another IBRD 
loan also for Lit . 4 billion, proposed to be made for a potash 
project in Sicily. 11 ~ 

Page 2 - ; Markets - The market description might be strengthened 
by the following revisions: 

a) Page 31 Para 1 might be altered to read: 

11Total production has risen by abo~t,ct70% since 1950 while production 
by Montecatini has risen by about t:JJ~ mainly as the result of an 
expansion project completed in 1951. 11 

b) Para , 2 - Foreign trade in aluminum has f luctuated from year to 
year, but, in spite of the steady rise in production, total imports 
exceeded t otal exports by some 3-4,000 tons in 1954 and 1955. On 
the other hand, exports of semi- processed materials have exceeded 
imports. 

c) Para . 4 - Omit the first sentence. 

d) Para 5 - A further expansion in Italian consumption of aluminum 
seems probable, in view of the fact that Ital ian per consumption 
in 1955 w~s only 1 . 29 kilos, compared with 2.51 in France, 3o52 in 
Germany, and 4 . 30 in Austria. 

e) Para. 6 - Should the Italian market not be able to absorb the 
increased domestic output of alumilIWD by 1960, the company should 
probably not find it difficult to market any surplus - which would 
be relativel y small - in other European countrieso Western European 
consumption in 1955 was 795,700 tons, compared wit h a production of 
547,100 tons. Although there may be an increase in competitive 
pressure as a result of the current still uncompleted wave of expan­
sion of capacity, particularly in the United States and Canada, the 
favorable price of power insures the plant a production cost com­
petitive with larger plants elsewhere in the world. 

6. Page 4 - Earnings and Debt Service Coverage 

Para 1 1 sentence 2. - Change to "At current prices of ••• ¢ per 
lbo, the Company' s net sales would amount to, etc. 

7. Economic Justification 

Para 1, sentence 1 - The new plant will produce aluminum at a 
competitive price to meet the growing Italian demand. 

8 . Annex l - Percent of Capacity - (See letter on Cone) 

9., Annex 3 - Ratios 

a) Current Assets/Current Liabilities 
1953 - should be 2. 51 ~ /~IA ' 
1955 - II II 2.16 T'" ,, 

i, Fl -t . , .,. 
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b) Equity/Total Liabilities and Equity 
MAI[~~ ·., '4 l'J 

1956 - should be 0.59Y'but use debt-equity ratio instead 

c) Net Profit as% of Share Capital 

1956 - should be 1.3.0...,., ·~ tf- I~. i 
d) Net Profit as% of Sales 

195.3 - should be 6oJf .- 11 

10. Letter of Agreement 

t.J 

a) Paragraph 2: 11Cassa111 in the last line should be "Cassa's11 o 

b) Paragraph 3: Revise the third sentence as follows: 

"For illustrative purposes we have informed you that the proforma 
balance sheet of the Crotone plant on completion of the project 
would be as shown belowo We have also informed you that, within 
the first operating year, the Company would make further advances 
amounting to Lito 620,000,000 for net current assets. 11 

c) Paragraph 4: Revise the fifth line to read: 

"or ISVEIMER of the proposed loan you would require certain assur­
ances and under-" 

There's no apparent hurry on this one but if it looks as though the 
project will stay in, then we will -want a clean draft to submit for final approval. 

cc: Messrs. Bateson 
Street 
Collier 

Best regards, 

JfJMi 
w. J. Armstrong 
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