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(not for public use)

INTERNATIONAL BANK FOR RECONSTRUCTION

dMIH2M
WB11FA543MES

FROM: The Secretary September 15, 1959

CLOSIMG OF IOAN TO THE CASSA

The following arrangements have been made for signing the Cassa loan
papers:

Time - 12:00 noon, Wednesday, September 16, 1959

Place - Board Room

Signing Officials - For Guarantee Agreement: Mr. Pastore

- For Loan Agreement: Mr. Pescatore

- For Project Agreements: Mr. Zerbi

Mr. Bianchi

Mr. Rossi

Mr. Mayer

- For the Bank: Mr. Black

Seating Order - From left to right: Mr. de Palma,
Mr. Aldewereld, Mr. Orcel, Mr. Perrone-Capanr
Mr. Knapp, Mr. Mayer, Mr. Rossi, Mr. Bianchi,
Mr. Zerbi, Mr. Pescatore, Mr. Black,
Mr. Pastore, The Ambassador, Mr. Fascetti,
Mr. Aragones, Mr. Angelucci, Mr. Ippolito,
Mr. Gragnani, Mr. Lejeune and Mr. Morabito.

(NOTE: Mr. Mason, Department of Operations -
Europe, Africa and Australasia, will arrange
for the attendance of the signing officials;
Mr. Scott of the Legal Department will
supervise the execution of the loan
documents.)

Representatives from Departments of the Bank who will attend the
signing are requested to be in the Board Room shortly before 12:00 noon.

Distribution: Mr. Aragones
Mr. Gragnani
President
Vice Presidents
Department Heads

Sec. 59-331



3r. Michael L. Lejeune September 15, 1959

0. Stewart ibsen

ITALY - esan for SMN Nuclear Power Project - Irrevocable Letter
of Credit

I refer to paragraph 6 of my memorandua to Files of August 28.

When you were away, the International General Electric people
indicated that they would want the irrevocable Letter of Credit
referred to in my meoerandu and that they wert prepared to pay
SENN and SEN the Cas.a and the Cassa the Bank the 1/2% prescribed
under Section 2.05 of the Loan Agreement. The Letter of Credit
will be for the amount of the General Electric cntract set out in
the List of Goods, i.e., $29.5 muillen. The terms of the Letter of
Credit are to be sent to us by the Cassa. Raymond has cleared this
=tter with the management in principle and we are prepared to issue
an irrevocable Letter of Credit for this amount.

Accordingly, this memerandum is sent to you for your information
and as a matter of record.

UMkson wino

c0t Mr. Cavanaugh
Mr. Allardiee
Mr. Scott



FOR W No. 27 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
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INTERNATIONAL FINANCE CORPORATION

CLASS OF SERVICE: NLT DATE: diaefBiM 10, 1959

COUNTRY( (RC

TEXT:

Cable No. 179

PMMn TO ARM iNDWm11R SUNDAY FOR DIMSIurMe M

GMnnff ABOGUT PIACIN SMg PARTIGIPATIM SO

WIL. TEEMN1 YOU OR XGLIA TOKOnW N T

AUTHORIZED BY:
NAME: ForUse by Achies Dision

- 8S. R. Cope
DEPT: Operations Europe Choed frDispatc
SIGNA TURE JAit23eni

(Signature of individual authori3e tesrove- a le)

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



GUMSE FOR PREPARING OUTGOING WIRES

I. Class of Service

Typo in class of service desfred. Each class is described as follows:

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

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

IBF Govt. This is a preferential rate extended by some 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 Honduras *Syria
Brazil Dnicnan Republi lordan Uruguay
Burma Euado *Lebin=1 Venezuela
Chile El Salvador Nicaragua Yugoslavia
*China *F rance Pakistan
Colombia Greece Panama
Costa Rica Guatemala *Peru -

*in these countries the letter. telegram rate is lower than IBF government rate
ndshould be used for messages when immediate transmission is not required.

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

Dax Letter Day letters are delivere4 during the day of transmission and should be used only
for -messages in the United States and to Mexico and Canada. There is a mini-
mum charge for 50 words in-text..

Tel!Me To be used only for messages to the New York Office, United Nations, and certain
commercial1 firms. For information, call Cable, Post (Epd. 3008).

2. Address

Use only last name of addressee and cable address whenever possible. The Bank cable address
"INTBAFRAD* is registered in Paris, Bogota, Canal Zone, Karachi, Lima, Loandn, New Delhi,
New York, Quito, Tegucigalpa anad Tehran. The International Finance Corporation cable addres 9"CORINTFIN" is registered in 1New -tork, Paris and London. The name of the country of destination
must always be added. (No charge in made for the name of a country.)

3. Text

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

Type text in capital letters and doable space bwtween lines. The text should be edited to eln-Anate
uecessary words and unnecessary punctuation. If punctuation is needed, spell out the words

"Comma," *Stop," etc.

Use comnabbreviations whenever possible, i.e. reourlet, reurfive, etc. Write an one word
hyphenated words, hyphenated names, and certain two-word groups, e.g. Airmail, Newyork, enduse.

4. Stgnature

Type in Isast nmea of sender. Use- INTBAFRAD or CORIN Ti a part of the signature only we
addressee does not know the address of sender.

5. Authorization

Type in nam of depa rtment of staff member authorizingmnessage and have authorizing staff member
sign the original (pink copy). A list of authorized signatures is kept *s the cable office.

Forward mnessaes in triplicatle in a cable enVielsi64 Nomt#l9I o dispItch. TheN able service is open
fom 9:00 a.m. to 54 p.m. on working dys. Special iAngihnta should be made for the despatch of

ANY USIN REGARDING INCOLMrl, AND OUTOsIG WIRES SHOULD BE REERDTO THE
SCABLE POST, EX. 3008.



FORM. INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: Mr. S. R. Cope DATE: September 10, 1959

FROM: G. Stewart Mason

SUBJECT: ITALY - SENN Nucl Power Project

Attached is a cable just received from Bruno Bianchi of Finelettrica

together with my reply.

You will note that I have asked the Finelettrica-SENN delegation

to come into the Bank on Monday afternoon or Tuesday. We could talk

about the letter giving assurances on the conduct of their finances.

Could I talk to you about this today or tomorrow?

GSMason/mc



Notes for Board Meeting on SENN Nuclear Power Project September 14
at U1:30 a.m.

Mr.Chairman, Gentlemen:

The proposed loan of $40 million for the SENN Nuclear Power Plant

would bring the Bank's total lending to the Cassa (and to Italy) to the

sizeable sum of $300 million. It would be our seventh loan to the Cassa

and the most dramatic loan to date for it marks our first venture into

the field of nuclear power. The SENN project has

gone through a long period of incubation but it has been well worth-

while. Tiogh he Executive Directors have been kept advised of the

more important developments from time to time,,it is perhaps worth-.

while to summarize the principal# f events.

It was on April 16, 1957 that the i~kapproved in principle the

Bankts participation in a joint-Italian-Bank study, as a consequence

of which Project ENSI, as it was to become known, was born. The main

work of Project EOI in which it was assisted by an international panel

of nuclear scientists established by the Bankwas

1) the choice of a site for a nuclear power plant; ffi-6bu

a - -eT4 a report by SENN on its reasons for its choice

of the Garigliano River as the site for the nuclear power

plant was circulated to the Board in February 195 7
2) the preparation of invitations to tender for a nuclear power

plant;

3) review of the tenders submitted.
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As you know, out of the nine tenders received the tender offered/
by the General Electric Company of the United States was accepted. The

choice was made by SENN aided by its consultants and its technical staff.

It was not the function of the International Panel to make such a choice$

as was made clear in the notice ed the Panel's summary

report which was circulated to you on April 21, 1959, Mr. Allardice jAiwl 9 fo

elaborate Aesw r on the theme of international competition in nuclear

power development when he speaks to you later.

As you will have noted from the documents, the General Electric

Company entered into a preliminary agreement with SENN known as the

Letter of Intent on February 4, 1959. I am now able to advise you that

a definitive contract between SENN and the International General Electric

Operations, S.A., a wholly owned Swiss subsidia was signed in Geneva

SmiterIand on the 9th September. The draft had been studied by the Bank

and found satisfactory. T - he interposition of the Swiss

subsidiary is for tax and administrative convenience. To all intents

and purposes the General Electric Company of the United Stateswith

its associate Ebasco Serviceswill erect the plant for SENN on a turn-

key basis.

On the financial side, the Cassa will relend the proceeds of the

Bank loan to SENN under an agreement satisfactory to the Bank. SENN

is a company especially set up to construct and operate the nuclear

power plant ,P .6 ttz n * Its shareholders

are composed of nine utility companies and five industrial companies.



The utility companies form the largest electric power system in Italy

serving 50% of the area and 55% of the population. Three of the

strongest utility companies, all shareholders of SENN, will jointly

and severally guarantee the performance of the Project Agreement and

become joint and several sureties for the performancuvof all obliga-

tions of SENN to the Cassa including financial obligations. The

Cassa will secure its loan to SENN by a first mortgage and a lien

on the real estate and equipment connected with the project. We

believe, therefore, that in this, the Bank's first step into the nuclear

power field we are as well protected as we can be on the financial

side.

As mentioned in the President's report and recommendations, a

report on the current economic position and prospects of Italy was

circulat4d to you on April 14. In the years it has taken to bring

this project to fruition, the Italian economy has beena grous

expansion in an environment of price stability. Though it was effected

by the 1957/1958 international recession, a recovery in production

began towards the end of 1958. In 1959, increase in gross national

product is estimated to be between 4 and 5% which though satisfactory,

is at a rate lower than the 195-1957 average. The external economic

position continues to be favorable; productionand exports have in-

creased and the rise in the reserve of foreign exchange continues.

you hav n c9ui+Asaton-h-Mre gizg will

be p a to answer ter

A* Italy emonstrated its ability to raise funds in the capital

markets of the world by the Cassa's issue of $30 mi34ion of bonds at
A.d

the time the last loan to the Cassa was made in April andSL we expect

the European Investment Bank to continue its financial assistance to

Italy the Bank should not in the future be called upon for further

assistance to Italy.



Mr. BA remar to the Panel on Atomic Energy in economic

development at the Eleventh Annual Meeting said "The Bank is not

interested in atomic power as an academic exercise." After several

years of hard work the practical answer is before youO the SENN nuclear

power which if you approve this loan, should be contributing

its output of electric power to the Italian network in just about

four years from today.

GSMason
September 10, 1959



EMBASSY OV TTAE

Washington* DC.
0

P
I

SeptembM 2, 1959.

International Be*k fm Remestruction
and Development,

1818 H Street,4 N.V.0
Washngton, 10, D.C.

Ger&,lement

In connection with the proposed loan bV the International Bank
for Reconstruction amid Development to the Cowsa per Opere Straordinarie di
Pubblimo Interesse nell1'It4L2U Meridiona.U (Casma per il Messogiorno) of
$Ip0,00000 fo a =clear powe project to be conrtructed and operated by
Societa Elettrnucieare uNazina "SiE per Asioni, I an writing on
behalf of the Repnlt of Ita3y in regerd to the availabiity of nueisar
fuel for this project.

The Italian Govermont has the intention to make farmal applica
tion to Suratom for the nosemway supply of fuel far the SENN project
under the U.S.A..&watom Agretment.

However, if for ar rmason, sanche fuel .hould not be avalab1e
to the SEKW project undw such Agremat the I+alian Goverment intend
to allocate the necessary fuel to SENN fram the 7,000 kilograw of Oon-
tained U.235 available to Ita3y under the Agmmment fo Cooperation with
the United States, signmd on Jh]4r 3, I97.

In this conomotion, the United States Atcmic Energy Co..xaian,
in a letter dated April 5, 1959, has given the Conitato Ntsinale per le
Riowcher Nucleari aamwanens to the effect that, in the swmt of a rogl wt
from the Italian Gorzmnt for Awel under Article VIII of the Agreemnt,
it would make available such portion of the 7,000 kilogram of uanim as
the Italian Goverment ray allooate to the SENN project and as is mEeded
ter fAulin such reactor.

Very inoerely,

(signed) ManUio Brosio

OfItl



FORM No. 57 INTERNATION L BANK FOR RECONSTRUCTION AND DEVELOPMENT
(5-48) NENTO LBAKFRRCNTUTO AN DEEOM T

FFICE MEMORANDUM
TO: Mr. S. R. Co DATE: September 2, 1959

FROM: G. Stewart Mason

SUBJECT: ITALY - SENN Nucle Power Project - Italian Delegation

1. I have just been informed by Mr. Gragnani that the following is
the Italian delegation which will come to Washington on September 15
for the signing ceremonies on the 16th:

Government: Mr. Giulio Pastore, Minister for Economic Development
for the South /

Mr. delmini, Secretary V

Cassa: Pro ssbr Gabriele Pescatore, President/
Mr. Orcel, Vice President
Dr. Piero de Palma v

SENN: Dott iotaso Zerbi, President
Ing.ngelucci, Vice President

IRI: Avv. Aldo Fascetti, President '
Mr. Gelli, Secretary

Finelettrica: Ing. Bruno Bianchi, Vice President

SSIP: Dott. Emilio Mayer (Banca Commerciale Italiana, New York)/

SME: Dott. Enzo Rossi, (Bank of Naples, New York) '

CNRN: Prof. Felice Ippolito, Secretary General

2. I presume that all of the above delegation will be included in
Mr. Black's invitation to lunch at the F Street Club. As I suppose
the delegation will be accompanied by the Abassador, I presume that
we should include him and Mr. Gragnani in the invitation. This would
make 15 in all.

cc: Mr. J. Burke Knapp
Mr. Allardice
Mr. Scott



INTIERNATR IION BANFO O U TG OI NG W IR E INTERNATIONAL FINANCE
RECONTJCTIONi AN DVLOPMEdN T CORPORA T ION

TO: BRNO BIMRI DATE: ETM 10, 1959

VU ANM 3.4CLASS OF

TRAMma YOU GJ= EPMER 9 STOP SINM OF LOAN DOCAMM SIT m

NIDDL W DADy 16TH AND LURH AT ON 0C00 STO WO IM TO S

FMLrMrL EWDKMTONAT BIN ON NM Y AllT=0OR TMU

MESSAGE AUTOIE BY "010"0 M VJIM# 0$% M.10

NAME lara sad et All ardic.
r.Clark

DET ale oM. i

(SI 61.1 THD m e v re mAPF n>t

For Ulse by Archives Division

OIIAl- (File Copy)

(MORANT See back of yellow copy for gulde In preparing form) Checked for Dispatch:
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FORM NO. 26
15-58) INTERNATIONAL BANKt FOR RECONSTRUCTION AND DEVELOPMIENiT

INTERNATIONAL 'IANECORPORAT ION

INCOMING WIRZ

DATE OF WIRE: sEPT!mBER 9, 1959 WU 2. ROUTING

TO: STEWNART MASDN IBRI ACTION COPY TO MR. WA01M

FROM: RCME INFORMATION COPY TO

Decoded By

TEXT:

FINEETTRICA SENN MMnoATION WILL ARRIVE WASHINGTON AFTERNOON SUNMR 13

aSEATON CARLTON HOTE STOIB nISE LET US HAVE PROMR&0n APPOIN24MMB

FOR SIGNATURS OCKTRACT AlNID OFFICIAL LUNCH TO ENA13LZ US FIX HOURS DZPARTR

STOB:MANY TWAKS REGARDS

INGEGNERL BRUNO BIANCHI

*'OR

ORIINA



x+r++: 3:+: .. .. +. .+: : .. :.

4k



CASSA PER IL MEZZOGIORNO

IL PRESIDENTE ROMA, September 4, 1959
4) 6 06 PIAZZA DEI CONGRESSI N, 20 EURI - TEL. 5291

Dear Mr. Mason:

I have received your letter of September 1, and I am
looking forward with pleasure to seeing you very shortly: our
schedule is now to arrive in 7ashington on the evening of the
15th, as we are planning to stay in New York most of the 15th.
You can always reach me at the Waldorf Astoria Hotel over the
'phone on that day.

The group of the Cassa will include Ing. Orcel and
r. de Palma, in addition to myself; we are assuming that Min-
ister Pastore will be accompanied by his wife, Mrs. Elisa Pa-
store, and by his Secretary, Mr. Giuseppe Jelmiai. For the power
group, I think I can confirm the names indicated in Mr. de Pal-
ma's letter of August 25.

Thank you for the good memory you keep of our happy
relationship: with best personal regards,

Sincerel yours,

Gabriele Pescatore

Mr. G. Stewart Mason
International Bank for
Reconstruction and Development
W7ashington 25, D.C.

-6
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Mr. S. R, Cope September 4 1959
0. Stewart *asm

ITALY - Snn Nuclear Ptwer Project - Lamoeho to be given for
Italian Delegation on 16 September

As set out in my memarwdu of September 2 there will prably be
about 15 Italian guests at the imbesi.

It is suggested that the honk list of guests might be as follows

Mason. BAck, Somers and napp; (r. Iliff will be away)

TAA - Mbssrs. Cop*, Lt ue, j Ibea;

TCV - Messrs. A3dAw*e1d, Aardice, Wasmsuell, Firm

LZgl - Messns. Brohes, Clark*, Sott;

Treasursrs - Msers. Rana and Cavanagt

fifteen persons in all.

Mr. Knapp would like to sas the list of guests as approved by you.

G5towart Misonivau



(not for public use)

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

FOR
EXECUTIVE DD
DIRECTORS'
MEETING , S

(For consideration by
the Executive Directors
on September 15, 1959)

FROM: The Secretary September 4, 1959

NOTICE OF REGULAR MEETING OF EXTCUTIVE DIRECTORS

PROPOSED LOAN - ITALY

The next Regular Meeting of the Executive Directors will be held
in the Board Room at 10:00 a.m., Tuesday, September 15, 1959; an agenda
for the meeting will be issued in due course.

Amongst other items, the attached Report and Recommendations of
the President on aproposed loan to the Cassa for the construction of a
nuclear power plat in Southern Italy will be considered at the meeting.

The following form part of the President's Report and
Recommendations:

1. Draft Loan Agreement;

2. Draft Guarantee Agreement;

3. Draft Project Agreement;

h. A report entitled "Appraisal of the SENI
Nuclear Power Plant";

Statutory Loan Committee Report;

. Draft Resolution authorizing the Loan.

A report on "Current Economic Position and Prospects of Italy"
(R 59-30) was circulated on April 14., 1959.

Attachments

Distribution: Executive Directors and Alternates
President
Vice Presidents
Department Heads

Sec. 59-320



CONFIDENTIAL DRAFT
(Subject to change)
September 4, 1959

WAN NUMBER IT

LOAN AGREEMENT

(SENN Nuclear Power Project)

between

INTERNATIONAL BANK FOR ECONSTRUCTION
AND DEVELOPIEWT

and

CASSA PER OPERE STRAORDINARIE DI PUBBLICO
INTERESSE NELL 1ITALIA MERIDIONALE

(CASSA PER IL MEZZOGIORNO)

Dated 199



LOAN AGIFEENENT

AGREEIENT, dated , 1959, between INTERNATIONAL

BANK FOR RECONSTRUCTION AND DEVELOHENT (hereinafter called the Bank),

and CASSA PER OPERE STRAORDIl ARI DI PUBBLICO INTERESSIS NELL'ITALIA

THERIDIONALE (CASSA PER IL MEZZOGIOiNO ) (hereinafter called the Borrower).



ARTICLE I

Loan Regulations; Special Definitions

Section 1.01. The parties to this Agreement accept all the pro-

visions of Loan Regulations No. 4 of the Bank dated June 15, 1956, subject,

however, to the modifications thereof set forth in Schedule 3 to this

Agreement (said Loan Regulations No. 4 as so modified being hereinafter

called the Loan Regulations), with the same force and effect as if they

were fully set forth herein.

Section 1.02. Except where the context otherwise requires, the

following terms have the following meanings wherever used in this Agree-

ment or any Schedule thereto:

(1) The term "Cassa" means Cassa per opere straordinarie di

pubblico interesse nell'Italia meridionale (Cassa Der i

Mezzogiorno) established by Law No. 646 of the Republic of

Italy, dated the 10th of August 1950, as amended and supple-

mented.

(2) The term "Borrower" means the Cassa and also includes any

department or agency of the Guarantor which may be charged

by the Guarantor, upon dissolation of the Cassa or otherwise,

with the carrying out of the obligations of the Borrowcr here-

under.

(3) The term "Agency" means any political subdivision of the

Guarantor or any instrumentality of the Guarantor or of a

political subdivision of the Guarantor and shall include any
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institution or organization a majority interest in which

at the time referred to is owned directly or indirectly by

the Guarantor or a political subdivision of the Guarantor, or

all or substantially all of whose obligations are guaranteed

by the Guarantor or a political subdivision of the Guarantor,

or the operations of which are conducted primarily in the

interest of or for account of the Guarantor or a political

subdivision of the Guarantor, as the case may be.

(4) The term "SENN" means the Societa Elettronucleare Nazionale

"SENM" per Azioni, a societa per azioni with legal domicile

in Naples.

(5) The term "Finelettrica" means Societa Finanziaria Elettrica

Nazionale per Azioni "FINELETTRICA".

(6) The term "SME" means Societ' Meridionale di Elettricita "SME".

(7) The term "SIP" means Societa Idroelettrica Piemonte "SIP".

(8) The term "Project Agreement" means the Agreement of even date

herewith between the Bank of the one part and SENN, Finelettrica,

SIVE and SIP of the other part, as the same shall be amended from

time to time by agreement between the Bank and the other parties

thereto.

(9) The term "Subsidiary Loan Agreement" means the Agreement referred

to in Section 5.06 of this Loan Agreement to be entered into

between the Borrower of the one part and SENN, Finelettrica, SE

and SIP of the other part, as the same shall be amended from

time to time with the consent of the Bank.
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ARTICLE II

The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on the terms

and conditions in this Agreement set forth or referred to, an amount in

various currencies equivalent to forty million dollars ($40,000,000).

Section 2.02. The Bank shall open a Loan Account on its books in

the name of the Borrower and shall credit to such Account the amount of

the Loan. The amount of the Loan may be withdrawn from the Loan Account

as provided in, and subject to the rights of cancellation and suspension

set forth in, the Loan Regulations.

Section 2.03. The Borrower shall pay to the Bank a commitment charge

at the rate of three-fourths of one per cent (3/4 of 1%) per annum on the

principal amount of the Loan not so withdrawn from time to time. Such com-

mitment charge shall accrue from a date 60 days after the date of this

Agreement to the respective dates on which amounts shall be withdrawn by

the Borrower from the Loan Account as provided in Article IV of the Loan

Regulations or shall be cancelled pursuant to Article V of the Loan Regula-

tions.

Section 2.0h. The Borrower shall pay interest at the rate of six

per cent (6%) per annum on the principal amount of the Loan so withdrawn

and outstanding from time to time.

Section 2.05. Except as the Bank and the Borrower shall otherwise

agree, the charge payable for special commitments entered into by the

Bank at the request of the Borrower pursuant to Section 4.02 of the Loan
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Regulations shall be at the rate of one-half of one per cent (1/2 of 1%)

per annum on the principal amount of any such special commitments out-

standing from time to time.

Section 2.06. Interest and commitment charge shall be payable semi-

annually on February 15 and August 15 in each year.

Section 2.07. The Borrower shall repay the principal of the Loan in

accordance with the amortization schedule set forth in Schedule 1 to this

Agreement.
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ARTICLE III

Use of Proceeds of the Loan

Section 3.01. The Borrower shall cause the proceeds of the Loan to

be applied exclusively to financing the cost of goods required to carry

out the Project described in Schedule 2 to this Agreement. The specific

goods to be financed out of the proceeds of the Loan shall be determined

by agreement between the Bank and the Borrower, subject to modification by

further agreement between them.

Section 3.02. The Borrower shall cause all goods financed out of the

proceeds of the Loan to be used exclusively in the carrying out of the

Project.

ARTICLE IV

Bonds

Section 4.01. The Borrower shall execute and deliver Bonds representing

the principal amount of the Loan as provided in the Loan Regulations.

Section 4.02. The President, any Vice President or the Director

General of the Borrower, and such person or persons as any of them shall

appoint in writing to act in his steacd, are designated as authorized repre-

sentatives of the Borrower for the purposes of Section 6.12(a) of the Loan

Regulations,



ARTICLE V

Particular Covenants

Section 5.01 (a) The Borrower shall exercise every right and recourse

available to it to cause the Project to be carried out with due diligence

and efficiency and in accordance with sound engineering, financial and

business standards and practices.

(b) The Borrower shall, immediately upon the preparation thereof,

cause the plans, specifications, construction schedules and cost estimates

for the Project to be furnished to the Bank in such form and detail as

the Bank shall reasonably request and shall promptly cause any material

modifications therein to be furnished to the Bank.

(c) The Borrower shall maintain, or cause to be maintained, books, ac-

counts and records adequate to identify the goods financed out of the proceeds

of the Loan, to disclose the use thereof in the Project, to record the progres

of the Project (including the cost thereof) and to reflect in accordance with

consistentlymaintained sound accounting practices the operation and financial

condition of the Project and the operations and financial condition of SENN.

The Borrower shall at the request of the Bank enable, or take such steps as

shall be necessary to enable, the Bank's accredited representatives to ex-

amine the sites, works and construction included in the Project, the operation

thereof, the goods, and any relevant records and documents; and shall furnish

to the Bank all such information as the Bank shall reasonably request con-

cerning the expenditure of the proceeds of the Loan, the Project and the opera

tion thereof, the goods, and the operations and financial condition of SENN.

(d) The operations and transactions of the Borrower in connection with

the Project shall be accounted for by the Borrower separately from its other

activities.
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Section 5.02. (a) The Bank and the Borrower shall cooperate fully

to assure that the purposes of the Loan will be accomplished. To that

end, each of them shall furnish to the other all such information as it

shall reasonably request with regard to the general status of the Loan.

On the part of the Borrower such information shall include information

with respect to its operations and financial condition.

(b) The Bank and the Borrower shall from time to time exchange

views through their representatives with regard to matters relating

to the purposes of the Loan and the maintenance of the service thereof.

The Borrower shall promptly inform the Bank of any condition which inter-

feres with, or threatens to interfere with, the accomplishment of the

purposes of the Loan or the maintenance of the service thereof.

Section 5.03. - It is the mutual intention of the Borrower and the

Bank that no other debt shall enjoy any priority over the Loan by way of

a lien on assets of the Borrower. To that end, the Borrower specifically

undertakes that, except as the Bank shall otherwise agree, if any lien

shall be created on any assets of the Borrower as security for any debt,

such lien shall ipso facto equally and ratably secure the payment of the

principal of, and interest and other charges on, the Loan and the Bonds,

and that in the creation of any such lien express provision shall be made

to that effect, provided, however, that the foregoing provisions of this

Section shall not apoly to any lien created on property, at the time of

purchase thereof, solely as security for the payment of the purchase

price of such property.
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Section 5.Oh. The Borrower shall pay or cause to be paid any and

all taxes, duties, charges or fees that shall be imposed on or in connection

with the execution, issue, delivery or registration of this Agreement, the

Bonds, the Project Agreement or the Guarantee Agreement, or that shall be

imposed by the Guarantor or by any Agency or by any taxing authority thereof

or therein upon this Agreement, the Bonds, the Project Agreement or the

Guarantee Agreement, or the registration thereof with any Agency or official,

or the payment of principal, interest or other charges thereunder. Such

principal, interest and other charges shall be paid without deduction for

and free of any and all such taxes, duties, charges and fees. This Section

shall not apply to taxation of any Bond, or payments made under the pro-

visions of any Bond, when the beneficial holder thereof, other than the

Bank, shall be an individual or corporate resident of the Guarantor.

Section 5.05. The Borrower shall cause SENN, Finelettrica, SIE and

SIP punctually to perform all the covenants and agreements on their part

to be performed as set forth in the Project Agreement.

Section 5.06. (a) The Borrower shall enter into a loan agreement

(the Subsidiary Loan Agreement), adequate to protect the interests of the

Borrower and the Bank and satisfactory to the Bank, with SENN, Finelettrica,

SME and SIP concerning the financing, construction and operation of the

Project and the rights of the Borrower and the Bank with respect thereto.

(b) The Subsidiary Loan Agreement shall include inter alia provisions

which will enable the Borrower and the Guarantor to carry out their respec-

tive obligations under this Agreement and the Guarantee Agreement and shall
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include, without limitation: (i) the right to require that the proceeds

of the Loan be applied exclusively to financing the cost of goods required

to carry out the Project; (ii) the right to require that the Project be

constructed and operated with due diligence and efficiency and in accord-

ance with sound engineering, financial and business standards, including

the maintenance of adeouate records; (iii) the right to inspect the sites,

works and construction included in the Project, the operation thereof, the

goods and any relevant records and documents; (iv) the right to obtain all

such information as the Bank or the Borrower shall reasonably request relat-

ing to any of the foregoing, to the operation and financial condition of the

Project, to the operations and financial condition of SEN and, to the

extent that such information shall relate to their ability to perform their

obligations under the Project Agreement and under the Subsidiary Loan Agree-

ment, to the financial condition of Finelettrica, SEE and SIP. The Sub-

sidiary Loan Agreement shall also include an undertaking by SENN to per-

form its obligations under the Project Agreement and appropriate provisions

whereby further access by SENN to the proceeds of the Loan may be suspended

or cancelled by the Borrower, upon failure by SENN to carry out the terms

of the Subsidiary Loan Agreement.

(c) Except as the Bank shall otherwise agree, the Borrower shall

exercise its rights under the Subsidiary Loan Agreement in such manner as

to protect the interests of the Borrower and the Bank; and (except as afore-

said) the Borrower shall not amend, assign, abrogate or waive any provision

of the Subsidiary Loan Agreement.
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Section 5.07. Unless otherwise agreed between the Borrower and the

Bank, if SENN shall repay, in advance of maturity, part, or all, of its

indebtedness under the Subsidiary Loan Agreement, the Borrower shall

repay, in advance of maturity, an equivalent amount of the Loan. To any

repayment by the Borrower in accordance with this Section, all the pro-

visions of the Loan Regulations relating to repayment in advance of maturity

shall be applicable to the extent that they are not inconsistent herewith.



ARTICL VI

Remedies of the Bank

Section 6.01. (i) If any event specified in paragraph (a) or (b)

of Section 5.02 of the Loan Regulations shall occur and shall have

cor.tinued for a period of thirty days, or (ii) if any event specified in

paragraph (c) or (j) of Section 5.02 of the Loan Regulations shall occur

and shall have continued for a period of sixty days after notice thereof

shall have been given by the Bank to the Borrower, then at any subsequent

time during the continuance thereof, the Bank, at its option, may declare

the principal of the Loan ar.d of all the Bonds then outstanding to be due

and payable imediately, and upon any such declaration such principal

shall become due and payable immediately, anything in this Agreement or

in the Bonds to the contrary notwithstanding.

Section 6.02. The following are specified as additional events for

the purposes of Section 5.02 (j) of the Loan Regulations:

(a) Circumstances shall have arisen which shall make it improbable

that an appropriate supply of nuclear fuel will be available for the

Project.

(b) The Letter of Intent between SENh and the International General

Electric Co., dated February 4, 1959, or any extension thereof, shall have

terminated before a definitive contract between SENN and the General

Electric Co., or a subsidiary thereof, with terms as outlined in general

in said Letter of Intent, shall hav- become effective; or, before the

completion of its portion of the ?roject, the General Electric Co. or
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such subsidiary shall have permanently discontnued work on the Project

or shall have discontinued work on the Project for an unreasonable time

and in either event no other arrangement satisfactory to the Bank shall

have been made by SENN to complete the Project.
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ARTILCLE VII

Effective Date; Termination

Section 7.01. The following events are specified for the purposes

of Section 9.01 (a)(ii) of the Loan Regulations:

(a) The Subsidiary Loan Agreement has been duly executed in form

satisfactory to the Bank and has become fully effective and binding upon

the parties thereto in accordance with its terms subject only to the

effectiveness of this Agreement.

(b) Arranaements satisfactory to the Bank have been made for the

supply of nuclear fuel for the Project.

(c) Except as the Bank shall otherwise agree, SENN has obtained all

necessary consents and approvals for the construction and operation of

the Project.

Section 7.02. The following are specified as additional matters,

within the meaning of Section 9.02(e) of the Loan Regulations, to be

included in the opinion or opinions to be furnished to the Bank:

(a) that, exceot as stated in such opinion, SENN has full power and

authority to construct and operate the Project and has all necessary

rights and powers in connection therewith and that all acts, consents,

validations and approvals necessary therefor have been duly and validly

performed or given;

(b) that the Project Agreement has been duly authorized or ratified

by, and executed and delivered on oehalf of, the parties thereto and
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constitutes a valid and binding obligation of the parties in accordance

with its terms;

(c) that the Subsidiary Loan Agreement has been duly authorized or

ratified by, and executed and delivered on behalf of, the parties thereto,

that all acts, consents, validations and approvals necessary under the laws

of the Guarantor to render said Agreement valid and effective have been

duly performed or given and thatb the said Agreement constitutes a valid and

binding obligation of the parties in accordance with its terms.

Section 7.03. A date 90 days after the date of this Agreement is

hereby specified for the purposes of Section 9.04 of the Loan Regulations.
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ARTICIE VIII

hiscellaneous

Section 8.01. The Closing Date shall be August 31, 1963.

Section 8.02. The following2 addre3ses are specified for the pur-

poses -of.Section 8.01 of thu Loar.. Rtgulations:

For the Bank:

International Bank for
Reconstruction and Development

1818 H Street, N.4.
Washington 25, D.C.
United States of America

Alternative address for cablegrams and radiograms:

INTBAFRAD, Washington, D.C.

For the Borrower:

Cassa per il Mezzogiorno
Piazza dei Congressi N.20 (EUR)
Rome, Italy

Alternative address for cablegrams and radiograms:

CASIEZ, Rome

IN WIfTESS WHEREOF, the parties hereto, acting through their repre-

sentatives thereunto duly authorized, have caused this Agreement to be

signed in their respective names and delivered in the District of Columbia,

United States of America, as of the day and year first above written.

INTERNATIONAL BANK FOR
RECONSTRUCTION AUD DEVELOPMENT

By
President

CAS5A PER OPERE STRAODINARIE DI PUB-
BLICO INTERES3E NELL'ITALIA MERIDIO-
NALE (CASSA PER IL MEZZOGIORNO)

President
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SCHEDULE I

Amortization 6chedule

Payment of Principal
Date Payment Due (expressed in dollars)*

Febrnary 15, 1964 $ 762,000
August 15, 1964 785,000
February 15, 1965 808,000
August 15, 1965 833,000
February 15, 1966 857,000
August 15, 1966 883,000
February 15, 1967 910,000
August 15, 1967 937,000
February 15, 1968 965,000
August 15, 1968 994,000
February 15, 1969 1,024,000
August 15, 1969 1,055,000
February 15, 1970 1,086,000
August 15, 1970 1,119,000
February 15, 1971 1,152,000
August 15, -1971 1,187,000
February 15, 1972 1,223,000
August 15, 1972 1,259,000
February 15, 1973 1,297,OOO
August 15, 1973 1,336,000
February 15, 1974 1,376,000
August 15, 1974 1,417,000
February 15, 1975 1,460,000
August 15, 1975 1,504,000
February 15, 1976 1,549,000
August 15, 1976 1,595,000
February 15, 1977 1,643,000
August 15, 1977 1,692,000
February 15, 1978 1,743,000
August 15, 1978 1,795,000
February 15, 1979 1,849,000
August 15, 1979 1,905,000

* To the extent that any part of the Loan is repayable in a currency
other than dollars (see Loan Regulations, Section 3.02), the figures
in this column represent dollar equivalents determined as for pur-
poses of withdrawal.
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Premiums on Prepayment and Redemption

The following percentages are specified as the premiums payable

on repayment in advance of maturity of any part of the principal amount

of the Loan pursuant to Section 2.05(b) of the Loan Regulations or on

the redemption of any Bond prior to its maturity pursuant to Section 6.16

of the Loan Regulations:

Time of Prepayment or Redemption Premium

Not more than 3 years before maturity }%

More than 3 years but not more than 6
years before maturity 1 %

More than 6 years but not more than 11
years before maturity2

More than 11 years but not more than 16
years before maturity 3-1

More than 16 years but not more than 18
years before maturity 5 %

More than 18 years before maturity 6 %
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SCHEDULE 2

Description of Project

The Project consists of a complete nuclear power station (the

Garigliano Nuclear Power Station), to be located at S. Venditto approx-

imately 7 kilometers from the mouth of the Garigliano River in Southern

Italy, of the type generally described as a boiling water cooled and

moderated, enriched uranium fuelled, nuclear power reactor, having the

following performance characteristics:

Gross generator output 160,000 KWe
Net electric output 150,000 Kwe
Reactor Power 507,800 KWth
Net Plant heat rate 11,553 BTU/KWH
Reactor Pressure 1,015 psia
Secondary steam generator pressure 500 psia

International General Electric Operations S.A. will be responsible

for the general design of the plant and will supply and erect the nuclear

portions. SENN has been informed that there is a possibility that reactor

power may be substantially increased, and accordingly the Project may

include certain oversized components to permit the later installation of

additional turbogenerator facilities which are not, however, included in

the Project.

The Project also includes the necessary turbogenerator and conven-

tional power plant equipment, the civil works necessary for the complete

station, a related primary step-up substation, approximately 100 kilo-
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meters of single circuit 220 KV transmission lines connecting the power

station to the substations at Ceprano and Fratta Maggiore, the fabrication

and installation of the first core of the reactor and the fabrication of

certain spare fuel elements, spare parts for the complete station, and the

engineering and administrative work necessary during the design and con-

struction period.

The Project is expected to be available for the supply of electricity

in August 1963.
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SCHEDULE 3

Modifications of the Loan Regulations

For the purposes of this Agreement the provisions of Loan Regulations

No. 4 of the Bank, dated June 15, 1956, shall be deemed to be modified as

follows:

(a) Section 2.02 is deleted.

(b) The second sentence of Section 3.'l is amended to read as follows:

"The proceeds of the Loan shall, to the extent that the Bank

sUall so elect, be withdrawn from the Loan Account in the several

currencies in which goods are paid for; except that with respect

to goods paid for in the currency of the Guarantor or acquired

from sources within the territory of the Guarantor such with-

drawals may, to the extent that the Bank shall so elect, be made

in any convertible currency selected by the ank0 "

(c) The following sentence is added to Section 3.05:

"If a withdrawal is applied for on account of expenditures in

the currency of the Guarantor, the value of the currency of the

Guarantor in terms of the currency or currencies to be withdrawn

shall be as reasonably determined by the Bank."

(d) The second sentence of Section h.01 is amended to read as follows:

"Except as shall be otherwise agreed between the Bank and the

Borrower, no withdrawals shall be made on account of (a) expend-

itures prior to the Effe.ctive Date or (b) expenditures in the

territories of any country (other than Switzerland) which is not
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a member of the Bank or for goods produced in (including services

supplied from) such territories."

(e) The last paragraph of Section 5.02 is amended to read as follows:

"The right of the Borrower to make withdrawals from the Loan

Account shall continue to be suspended until the event or

events which gave rise to such suspension shall have ceased

to exist or until the Bank shall have notified the Borrower

that the right to make withdrawals has been restored, whichever

is the earlier; provided, however, that in the case of any such

notice of restoration, the right to make withdrawals shall be

restored only to the extent and subject to the conditions

specified in such notice, and no such notice

shall affect or impair any right, power or remedy of the Bank in

respect of any other or subsequent event described in this Section."

(f) Section 6.17 is amended by inserting the words "or the Project

Agreement" after the words "the Guarantee Agreement".

(g) Sections 7.01 and 7.02 are amended to read as follows:

"Section 7.01. Enforceability. The rights and obligations of

the Bank, the Borrower and the Guarantor under the Loan Agreement,

the Project Agreement, the Guarantee Agreement and the Bonds shall

be valid and enforceable in accordance with their terms notwith-

standing the law of any state, or political subdivision thereof,

to the contrary. Neither the Bank nor the Borrower nor the

Guarantor shall be entitled in any proceeding under this Article
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to assert any claim that any provision of these Regulations or

of the Loan Agreement, the Guarantee Agreement, the Project

Agreement or the Bonds is invalid or unenforceable because of

any provision of the Articles of Agreement of the Bank or for

any other reason.

"Section 7.02. Obligations of Guarantor. The obligations of

the Guarantor under the Guarantee Agreement shall not be dis-

charged except by performance and then only to the extent of

such per-ormance. Such obligations shall not be subject to

any prior notice to, demand upon or action against the Borrower

or SENN or to any prior notice to or demand upon the Guarantor

with regard to any default by the Borrower or SENN, and shall

not be impaired by any of the following: any extension of

time, forbearance or concession given to the Borrower or SEWN;

any assertion of, or failure to assert, or delay in asserting,

any right, power or remedy against the Borrower or SENN or

in respect of any security for the Loan; any modification or

amnlification of the provisions of the Loan Agreement or of the

Project Agreement contemplated by the terms thereof; any modi-

fication or amplification of any other docurient related to the

Loan or related to any security therefor; or any failure of the

Borrower or SEN to comply with any requirement of any law,

regulation or order of the Guarantor or of any political sub-

division or Agency of the Guarantor."
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(h) Section 7.03 is amended by inserting the words "or Project

Agreement" after the words "Guarantee Agreement".

(i) Paragraph 6 of Section 10.01 is amended to read: "The term

'Guarantor' means the Republic of Italy."

(j) Paragraph 14 of Section 10.01 is amended to read as follows:

"The term 'external debt' means any debt payable in any medium

other than currency of the Guarantor, whether such debt is or

may become payable absolutely or at the option of the creditor

in such other medium."
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GUARANTEE AGREEMENT

AGREEMENT, dated , 1959, between REPUBLIC OF

ITALY (hereinafter called the Guarantor) and INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT (hereinafter called the Bank).

WhEREAS by an agreement of even date herewith between the Bank

and Cassa per opere straordinarie di pubblico interesse nell'Italia

meridionale (Cassa per i Mezzogiorno) (hereinafter called the Borrower),

which agreement and the schedules therein referred to are hereinafter

called the Loan Agreement, the Bank has agreed to make to the Borrower

a loan in various currencies in an aggregate principal amount equivalent

to forty million dollars ($40.,000,000) on the terms and conditions set

forth in the Loan Agreement, but only on condition that the Guarantor

agree to guarantee such Loan and the obligations of the Borrower in

respect thereof; and

WHEREAS in the Loan Agreement the Bank and the Borrower have agreed

to accept all the provisions of Loan Regulations No. 4, dated June 15,

1956, a copy of which has been furnished to the Guarantor, subject, how-

ever, to the modifications of said Loan Regulations set forth in Schedule

3 to the Loan Agreement, said Loan Regulations as so modified being here-

inafter called the Loan Regulations; and

WHEREAS the Guarantor, in consideration of the Bank's entering into

the Loan Agreement with the Borrower, has agreed to guarantee such Loan

and the obligations of the Borrower in respect thereof;

NOW THEREFORE, the parties hereto hereby agree as follows:
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ARTICLE I

Section 1.01. The parties to this Guarantee Agreement accept all

the provisions of the Loan Regulations, as above defined, with the same

force and effect as if they were fully set forth herein.

Section 1.02. Wherever used in this Guarantee Agreement, unless

the context shall otherwise require, the respective terms which are

defined in the Loan Agreement shall have the respective meanings therein

set forth.



ARTICLE II

Section 2.01. Without limitation or restriction upon any of the

other covenants on its part in this Guarantee Agreement contained,

the Guarantor hereby unconditionally guarantees, as primary obligor and

not as surety merely, the due and punctual payment of the principal of

and interest and other charges on the Loan and the Bonds, the premium,

if any, on the prepayment of the Loan or the redemption of the Bonds,

and the punctual performance of all the covenants and agreements of the

Borrower, all as set forth in the Loan Agreement and in the Bonds.

Section 2.02. Without limitation or restriction upon the provisions

of Section 2.01 of this Guarantee Agreement, the Guarantor specifically

undertakes:

(i) to take all such action as shall be reqcuired on its part to

assure that SENN shall have available to it the nuclear fuel

necessary for the efficient operation of the Project; and

(ii) to take appropriate executive action under future and existing

legislation to assure the efficient construction and operation

of the Project.



ARTICLE III

Section 3.01. It is the mutual intention of the Guarantor and the

Bank that no other external debt shall enjoy any priority over the Loan

by way of a lien on governmental assets. To that end the Guarantor under-

takes that, except as the Bank shall otherwise agree, if any lien shall

be created on any assets of the Guarantor or any Agency or the Banca

d'Italia as security for any external debt, such lien shall ipso facto

equallyr and ratably secure the payment of the principal of and interest

and other charges on the Loan and the Bonds and that in the creation of any

such lien express provision shall be made to that effect; provided, however,

that this Section shall not apply to:

(a) any lien created on any property at the time of purchase

thereof solely as security for the payment of the purchase price

of such property;

(b) any lien on commercial goods to secure a debt maturing

not more than one year after its incurrence and to he paid out of

the proceeds of sale of such commercial goods; or

(c) any lien created by the Banca d'Italia on any of its assets

in the ordinary course of its banking business to secure any indebt-

edness maturing not more than one year after its incurrence.

Section 3.02. (a) The Bank and the Guarantor shall cooperate fully

to assure that the purposes of the Loan shall be accomplished. To that

end, each of them shall furnish to the other all such information as it

shall reasonably request with regard to the general status of the Loan.



On the part of the Guarantor, such information shall include information

with respect to financial and economic conditions in the territory of

the Guarantor and the international balance of payments position of the

Guarantor.

(b) The Guarantor and the Bank shall from time to time exchange

views through their representatives with regard to matters relating to

the purposes of the Loan and the maintenance of the service thereof; and

the Guarantor shall promptly inform the Bank of any conditions which shall

arise that shall interfere with, or threaten to interfere with, the accom-

plishment of the purposes of the Loan or the maintenance of the service

thereof.

(c) The Guarantor will at tne request of the Bank afford .to the

Bank all reasonable opportunity for accredited representatives of the

Bank to visit freely any part of the territory of the Guarantor for pur-

poses consistent with the spirit and purposes of the Loan.

Section 3.03. The Guarantor covenants that the principal of and

interest and other charges on the Loan and the Bonds will be paid without

deduction for and free from any taxes, fees or charges imoosed by the

Guarantor or by any Agency or by any taxing authority thereof or therein

and will be paid free from all restrictions of the Guarantor or any Agency.

The foregoing provisions of this Section shall not apply to taxation of',

or charges or fees upon, payments under the provisions of any Bond to a

holder thereof other than the Bank when such Bond is beneficially owned

by an individual or corporate resident of the Guarantor.
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Section 3.04. The Guarantor covenants that the Loan Agreement and

the Bonds and the Project Agreement and this Agreement will be free of

any issue, stamp or other tax, fee or charge imposed by the Guarantor or

any Agency or any taxing authority thereof or therein.
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ARTICLE IV

Section 4.01. The Guarantor shall endorse, in accordance with the

provisions of the Loan Regulations, its guarantee on the Bonds to be

executed and delivered by the Borrower. The Minister for the Treasury

of the Guarantor and such person or persons as he shall designate in

writing to act in his stead, are designated as the authorized represent..

atives of the Guarantor for the purposes of Section 6.12(b) of the Loan

Regulations.
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ARTICIE V

Section 5.01. The Guarantor shall take such action as shall be

necessary to enable the Borrower to carry out all its obligations under

the Loan Agreement and, until termination of this Agreement pursuant to

Section 9.05 of the Loan Regulations, shall to the extent that the Cassa

shall not at any time have been continued in existence with all the powers

and resources necessary for the carrying out of such obligations, assign

the carrying out of such obligations to another Agency with all the powers

and resources necessary therefor.
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ARTICLE VI

Section 6.01. The following addresses are specified for the pur-

poses of Section 8.01 of the Loan Regulations:

For the Guarantor:

Ministry of the Treasury
Via XX Settembre
Rome
:taly

For the Bank:

International Bank for Reconstruction and
Development

1818 H Street, N.W.
Washington 25, D.C.
United States of America

Section 6.02. The Minister for the Treasury of the Guarantor in

office at the time in question is designated for the purposes of Section

8.03 of the Loan Regulations.

Section 6.03. In this Guarantee Agreement any reference to the

Minister for the Treasury of the Guarantor shall include a reference to

any Minister of the Guarantor for the time being acting for or on behalf

of the Minister for the Treasury of the Guarantor.

IN WITNESS WHEREOF, the parties hereto, acting through their represent-

atives thereunto duly authorized, have caused this Guarantee Agreement to

be signed in their respective names and delivered in the District of

Columbia, United States of America, as of the day and year first above written.

REPUBLIC OF ITALY

By_
Authorized Representative

INTIERNATIONAL 9ANK FOR
RECONSTRUCTION AND DEVELOPikM NT

By
President
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PROJECT ARE1UiENT
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between
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and

SOCMITA' ELETTRONUCLELRE 7AZIONALE "SENN"
PER AZIONI

and

SOCIETA' FINZIARIA EWETRICA TIAZIONAL
PER AZIONI 1FINEICA"

and

SOCIETAt MIERIDIONA 1E DI ELETTICITA' 11SEff

and

SOOMETA' I-DEOELETTIRICA PIEO014TE "SIP"

Dated 15



PROJECT AGREMIENT

AGREJiEVT, dated , 1959, between INTEMT ATIONAL DANK

FOR RECONSTRUCTION AND DEVELOPNIT (hereinafter called the Bank) of the one

part and SOCIETA' ELETTRONUCLEARE Y.AZIONALE "SENN" PER AZIONI (hereinafter

called SEIN), SOCIETAt FINANZIARIA ELETTRICA FAZI OIALE PER AZIONI (hereinafter

called Finelettrica), SOCIETA' HERIDIONALE DI ELETTRICITA' (hereinafter called

SME) and SOCIETA' IDROELETTRICA PIEMOTTE (hereinafter called SIP), of the other

part.

WHEREAS by agreement of even date herewith between the Bank and

Cassa per opere straordinarie di pubblico interesse nell'Italia meridionale

(Cassa per il Mezzogiorno) (hereinafter called the Borrower), which agreement

and the schedules and loan regulations therein referred to and incorporated,

together with any changes which may be made therein in accordance with the

provisions thereof, are hereinafter called the Loan Agreement, the Bank has

agreed to make a loan to the Borrower in various currencies in an amount

equivalent to forty million dollars ($hO,000,000) on the terms and conditions

set forth in the Loan Agreement, to be re-lent to SEMi, but only on condition

that SENN, Finelettrica, SME and SIP agree to undertake certain obligations

to the Bank as hereinafter provided; and

IHEREAS SENN, Finelettrica, S1IE and SIP have agreed to undertake the

obligations hereinafter set forth;

UIOW THWREFORE the parties hereto hereby agree as follows:

ARTICLE I

Definitions

Wherever used in this Agreement, unless the context shall otherwise

require, the several terms defined in the Loan Agreement (as above defined)
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shall have the respective meanings therein set forth.

ARTICLE II

Particular Covenants of SENN

SENN hereby covenants as follows:

Section 1. SENN will carry out the Project with due diligence and

efficiency and in accordance with sound engineering and financial standards.

Section 2. SENN will, immediately upon the preparation thereof,

furnish to the Bank the plans, specifications, construction schedules and cost

estimates for the Project in such form and detail as the Bank shall reasonably

request. Any material modifications or changes in such plans and specifications

will be promptly furnished to the Bank.

Section 3. SENN will maintain books, accounts and records adequate to

identify the goods financed out of the proceeds of the Loan, to disclose the

use thereof in the Project, to record the progress of construction and the

results of operation of the Project, and to reflect in accordance with

consistently maintained sound accounting practices the operations and financial

condition of SENN.

Section 4. SEWN will furnish or cause to be furnished to the Bank

all such information, at such times, in such form and in such detail as the

Bank shall reasonably request, relating to expenditures on the Project, the

progress of construction of the Project, the operation of the Project, the

goods, and the operations and financial condition of SEMN.

Section 5, SENN will enable accredited representatives of the Bank

to inspect the sites, works and construction included in the Project, the goods,

and any other properties or equipment owned or operated by SEN; to examine

any books, accounts, records, contracts, orders, invoices, studies, reports or
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other documents relating to expenditures for the Project or to the progress of

construction, maintenance and results of operation of the Project or otherwise

to the operations and financial condition of SENN.

Section 6. SENN will at all times operate its business and maintain,

renew, repair and operate its plants, machinery, equipment and property,

including the Project, all in accordance with sound engineering, financial

and public utility standards and practices.

Section 7. In order to carry out this Agreement it is necessary that

the corporate existence of SENN and its right to carry on operations be main-

tained, and that (except as the Bank shall otherwise agree in writing) all

rights, powers, concessions, privileges and franchises necessary for the

conduct of its business and for the construction and operation of the Project

be acquired, maintained and renewed.

Section 8. In order that the Bank and SENN may cooperate to the

fullest extent in assuring that the purposes of this Agreement shall be

accomplished:

(a) SENN will promptly inform the Bank of any condition which

prevents, or threatens to prevent, the performance by SENN of its obligations

under this Agreement or the Subsidiary Loan Agreement.

(b) Each party to this Agreement shall, from time to time, as any

other party shall reasonably request, afford such other party all reasonable

opportunity for exchanges of views between their respective accredited

representatives in regard to any and all matters relating to the Project and

the matters covered by this Agreement and the Subsidiary Loan Agreement.

Section 9. SETN will, as soon as practicable, and, unless the Bank

shall otherwise agree, in any event within 60 days after the date of this

Agreement, enter, together with Finelettrica, SME and SIP, into an agreement



(the Subsidiary Loan Agreement) with the Borrower providing for the terms and

conditions on which the Borrower will finance the Project. Such agreement and

any arrangements necessary therewith will comply with the requirements of the

Loan Agreement and include an undertaking by SENN, Finelettrica, 51-E and SIP

to the Borrower to perform their respective obligations under this Agreement.

Section 10. Except as the Bank and the Borrower shall otherwise agree,

SENN (i) will not amend its charter and (ii) will not repay any shareholders'

advances provided for the construction of the Project.

Section 11. SENN will insure against such risks and in such amounts

as shall be appropriate in the circumstances for a plant of the character of the

Project and, except as the Bank shall otherwise agree, SENN will insure or

cause to be insured the goods to be used for the construction and operation of

the Project against risz incident to their purchase and importation into the

territory of the Guarantor and the delivery thereof to the site of the Project.

Section 12. SEIZN will do everything necessary to carry out its

obligations under this Agreement.

ARTICLE III

Provisions Relating to Finelettrica, SME and SIP

Section 1. Finelettrica, SI-E and SIP unconditionally guarantee,

jointly and severally, the due and punctual performance by SENN of all the

covenants and agreements on the part of SENTN to be performed under this

Agreement and under the Subsidiary Loan Agreement. If Finelettrica, SIE or

SIP are required to provide funds to S7NN under this Article, such funds shall

be provided as capital or as shareholders' advances.

Section 2. Finelettrica, SEE and SIP shall join in the Subsidiary

Loan Agreement as sureties, granting joint and several suretyship for the due
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and punctual performance of all the obligations of SEYN to be performed

thereunder.

Section 3. Finelettrica, SIJE and SIP shall cause the Project to be

constructed and operated with due diligence and efficiency and in accordance

with sound engineering, financial and business standards, acting in SENN's

stead in the fulfillment of all obligations under the present Agreement and the

Subsidiary Loan Agreement in the event that SENN should not fulfillsuch obliga-

tions.

Section h. Finelettrica, S14E and SIP shall give to the Bank such

information as the Bank shall reasonably request relating to their financial

condition to the extent that such information shall relate to their ability to

perform their obligations under this Agreement and under the Subsidiary Loan

Agreement.

Section 5. The obligations of Finelettrica, SME and SIP under this

Agreement shall not be impaired by: (i) any extension of time or forbearance

given by The Bank or the Borrower to SENN; or (ii) any assertion of, or failure

to assert, any right or remedy of the Bank or Borrower against SENN, provided

that no such extension of time, or forbearance, or assertion of, or failure to

assert, any such right or remedy, shall be deemed to impair the rights of

Finelettrica, SHE and SIP against SEN.

ARTICE IV

Loan Agreement

The obligations undertaken by SEBN, Finelettrica, SME and SIP in

this Agreement shall not in any way prejudice the powers of the Borrower pursuant

to Section 5.06 of the Loan Agreement,
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ARTICLE V

Effective Date; Termination

Section 1. This Agreement shall come into force and effect on the

date when the Loan Agreement and the Guarantee Agreement shall become effective

as provided in the Loan Agreement.

Section 2. This Agreement shall terminate and the obligations of the

parties hereunder shall cease and determine: (i) if, pursuant to Section 9.04

of the Loan Regulations, the Bank shall terminate the Loan Agreement; (ii)

if the requirements set forth in Section 9 of Article II and Section 2 of

Article III hereof shall not be complied with and the Bank shall notify SENN

of its election to terminate this Agreement; (iii) by agreement between the

Bank, the Borrower and SEFN; or (iv) if and when all principal, interest and

other sums payable by SENN, Finelettrica, SHE and SIP under the Subsidiary Loan

Agreement shall have been paid.

ARTICLE VI

Miscellaneous Provisions

Section 1. No holder (other than the Bank) of any Bond shall by virtue

of being holder thereof be entitled to exercise any of the rights conferred, or

be subject to any of the conditions or obligations imposed, upon the Bank under

this Agreement.

Section 2. jAny notice, demand or request required or permitted to be

given or made under this Agreement shall be in writing and shall be deemed to

have been duly given or made when it shall be delivered in writing or by

telegram, cable or radiogram to the party to which such notice, demand or reques-

is required or permitted to be given or made at its address hereinafter

specified, or at such other address as such party shall have designated by
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notice in writing to the party giving or making such notice, demand or request.

The addresses so specified are:

(a) For the Bank:

International Bank for Reconstruction
and Development

1818 H Street, JT.1T.
Washington 25, D.C.
United States of America

(b) For SENF:

Societa Elettronucleare Fazionale "SENU"
per Azioni

Via Torino, 6.
Roma
Italia

(c) For Finelettrica:

Societa Finanziaria Elettrica Nazionale
Via Aniene, 14
Roma
Italia

(d) For SME:

Societa Yeridionale di ElettricitA
Via P.E. Imbriani, 42
Napoli
Italia

(e) For SIP:

Societa Idroelettrica Piemonte
Via Bertola, 40
Torino
Italia

Section 3. This Agreement may be executed in several counterparts,

each of which shall be an original and all collectively but one instrument.

Section h. SENN, Finelettrica, SHE and SIP shall each furnish to the

Bank sufficient evidence of the authority of the person or persons who will,

on its behalf, take any action or execute any documents required or permitted



to be taken or executed, pursuant to any of the provisions of this Agreement,

and the authenticated specimen signature of each such person.

IN WITNESS WHLREOF, the parties hereto, acting through their

representatives thereunto duly authorized, have caused this Agreement to be

signed in their respective names and delivered in the District of Columbia,

United States of America, as of the day and year first above written.

INTERNT.ATIOUAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT

By
President

SOCIETA' ELETTRONUCLEARE NAZIONALE "SEWN"
PER AZIONI

By_ _
Authorized Representative

SOCIETA' FINA ZIARIA ELETTRICA NAZIONALE
PER AZIONI "FINELETTRICA"

By
Authorized Representative

S.CILTAI MERIDIONALE DI ELETTCITA' "SME"

By
Authorized Representative

SOCIETA' IDROELETTRICA PIEMONTE "SIP"

Bye
Authorized Representative
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STATUTORY LOAN COQMITTEE REPORT

To: The President, International Bank for Reconstruction and Development

Report of Loan Committee under Section h(iii) of Article III of the
Articles of Agreement on the Proposed Loan (SENN Nuclear Power Project)
to Cassa per il Mezzogiorno to be guaranteed by Republic of Italy.

The undersigned Committee constituted under Section 7 of Article V

of the Articles of Agreement of International Bank for Reconstruction and

Development (the Bank) hereby submits its report pursuant to Section h(iii)

of Article III of said Articles in respect of the proposal that the Bank

grant to the Cassa per il Hezzogiorno a loan in an amount in various

currencies equivalent to U.S. 4o,ooo,ooo, which loan is to be guaranteed

by the Republic of Italy. The purpose of said loan is to assist in the

financing of the cost of goods and services required to carry out a nuclear

power project to be constructed and operated by Societa Elettronucleare

Nazionale "SENN" per Azioni.

1. The Committee has carefully studied the merits of the proposal

to grant such a loan, and of the purposes to which the proceeds of the

loan are to be applied.

2. The Committee is of the opinion that the project toward the

financing of which the proceeds of such loan are to be applied comes within

the purposes of the Bank as set forth in Article I of said Articles of

Agreement and that said project is designed to promote the development

of the roductive facilities and resources of Italy and is in the interests

of Italy and of the members of the Bank as a whole.
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3. Accordingly, the Committee finds that said project merits financial

assistance from the Bank and hereby recommends said project for such

assistance.

CONNITTEE

Is! J. Burke Knapp

Is/ Carlo Perrone Capano

/s/ Peter G. Ramm

Isl S. R. Cope

/s/ A. D. Spottswood

Is/ A. Broches

Dated at Washington, D.,C.
September 1, 1959
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVEILOPIENT

RESOLUTION NO.

Approval of Loan to Cassa per il Mezzogiorno (SENN
Nuclear Power Project) in the amount of $40,000,000
to be guaranteed by Republic of Italy.

RESOLVED:

1. THAT, in accordance with the recommendations of the President,

dated September 4, 1959, the Bank shall grant a loan to Cassa per il

Mezzogiorno, to be guaranteed by the Republic of Italy, in an amount in

various currencies equivalent to 'hO,000,000, to mature on and prior to

August 15, 1979, to bear interest (including commission) at the rate of

6% per annum, and to be upon other terms and conditions substantially

in accordance with the terms and conditions set forth in the form of

Loan Agreement (SENN Nuclear Power Project) between the Bank and Cassa

per il Mezzogiorno, the form of Guarantee Agreement (SENN Nuclear Power

Project) between Republic of Italy and the Bank and the form of Project

Agreement between the Bank and Societa Elettronucleare Nazionale "SENN"

per Azioni, Societa Finanziaria Elettrica Nazionale per Azioni "FINELETTRICA".

Societa Meridionale di Elettricita "SNE" and Societa Idroelettrica Piemonte

"SIP" which have been presented to this meeting.

2. THAT the rate of commission to be charged in connection with said

loan shall be 1% per annum of the principal amount of said loan from time

to time outstanding and held or guaranteed by the Bank; that said commis-

sion shall be included as part of the interest and service charge
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on said loan and shall be payable semi-annually on the dates for the

payment of said interest and service charge; and that the amount of

said commission so paid to the Bank shall be set aside in the special

reserve as provided in Section 6 of Article IV of the Articles of Agree-

ment of the Bank.



BANK LOANS TO ITALY: NET INVESTMENTS
AND COMMITMENTS
INCLUDING PARTICIPATIONS AND SALES FROM PORTFOLIO
(MILLIONS OF DOLLARS)

300 I I I I300
JANUARY I OF EACH YEAR EXISTING LOANS PLUS PROPOSED LOAN

" FOR SENN NUCLEAR POWER PLANT

250 250

200 200

150 150

EXISTING LOANS

100 100

50 50

-- NET INVESTMENTS (Disbursements net of repayments)
COMMITMENTS (Net investment plus undisbursed commitments)

0__Low__III __III I I I I I I I1 0
'52 '53 '54 '55 '56 '57 '58 '59'60 '61 '62 '63 '64 '65 '66 '67 '68 '69 '70 '71 '72 '73

IBRD- Economic Staff
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September 4. 1959

Mr. ba i Io Mayer
Bansa Commercials Italiana
14 Wall Street
New York 5, No.y

Dear Mr. Mayer7

I have received your letter of September 1, 1959 and the
attached documents relating to action of the Board of Dire*ctors
of Sooietk Idroelettrica Piemnte "SIP" in conneotion with the
World Bank'l proposed loan for the SENN Nuclear Power Project.
Thank you for sending them so quickly. You may confirm to
Societa' Idroelettrio* Piemonte that the documents are in order.

We are looking forward to seeing you at the loan signing.

Sincerely yours,

Hugh Scott



FORM5-48) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFF) CE MEMORANDUM
TO: File' DATEeptember 3, 1959

FROM: Neil Aassrand Corbin Aardice

SUBJECT: Senn Project Italy

Pursuant to the request made by Bank representatives during
the meeting with members of International General Electric staff
in the Bank's offices on August 27, the Bank has received the text
of a draft contract between Senn and International General Electric
Operations Societe Anonyme (IGEOSA) and identified as "Text Agreed
Upon in August 1959."

We have each read the draft contract but, inasmuch as copies
of the Attachments which are an integral part of the contract were
not furnished the Bank, we were not able to review them. On the
assumption, which we believe to be valid, that these attachments
are consistent in detail with the principles set forth in the con-
tract draft, we are satisfied that the ccntract as a whole conforms
with the intent of the project as originally established and dis-
cussed with the Bank.

Our views are, of course, subject to modification upon
reading the actual attachments A through H referred to in the
contract.

NB/CA:bli

cc: Messrs. Spottswood
Mason
Scott
Cavanaugh



Mr. 0. Stewart Masw-, September 3, 1959

J. Burke Knapp

SIN Report

Returned herewith are the SIN papers with
some suggestions on the drafting of the President's Report.
I understand from Mr. Cope that the side letter on
financial polley is to be redrafted, and I do think the final
words need clarification. After this clarification, it seems
to me the letter should be distributed to the Directors
along with the other loan documents.

Att.

JD~\ i



FORm No. INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT L

STAFF LOAN COMMITTEE G ARCIVES

IEORAIDUM TO THE STAFF LOAN COMMITTEE

ital

The chart on the Bank's loans to Italy, referred

to in my memorandum of September 1 on the proposed

loan for the SENN project, is attached for informa-

tion.

Herbert G. A. Woolley
Secretary

Staff Loan Committee

September 2, 1959
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STATU'ORY LOAN COMMITTEE REPORT

To: The President, International Bank for Reconstruction and Development

Report of Loan Committee under Section h(iii) of Article III of the
Articles of Agreement on the Proposed Loan (SENN Nuclear Power Project)
to Cassa per il Mezzogiorno to be guaranteed by Republic of Italy.

The undersigned Committee constituted under Section 7 of Article V

of the Articles of Agreement of International Bank for Reconstruction and

Development (the Bank) hereby submits its report pursuant to Section V(iii)

of Article III of said Articles in respect of the proposal that the Bank

grant to the Cassa per il ezzogiorno a loan in an amount in various

currencies equivalent to U.S. 4o ,ooo,OOO, which loan is to be guaranteed

by the Republic of Italy. The purpose of said loan is to assist in the

financing of the cost of goods and services required to carry out a nuclear

power project to be constructed and operated by Societa Elettronucleare

Nazionale "SENN" per Azioni.

1. The Committee has carefully studied the merits of the proposal

to grant such a loan, and of the purposes to which the proceeds of the

loan are to be applied.

2. The Committee is of the opinion that the project toward the

financing of which the proceeds of such loan are to be applied comes within

the purposes of the Bank as set forth in Article I of said Articles of

Agreement and that said project is designed to promote the development

of the productive facilities and resources of Italy and is in the interests

of Italy and of the members of the Bank as a whole.
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3. Accordingly, the Committee finds that said project merits financial

assistance from the Bank and hereby recommends said project for such

aseistance.

CONMITTEE

Is/ J. Burke Knapp

Is/ Carlo Perrone Capano

/s/ Peter G. Ranm

/s/ S. R. Cope

/s/ A. D. Spottswood

/s/ A. Broches

Dated at Washington, MXC.
September 1., 1'9



September 1, 1959

Dear Professor Pescatare:

I would like to confirm that the lEth of $eptemb r has now
bien fixed as the day on which the loan dooemn-ts for the pro-
posed lon for the S,'N !tclerar Powr Projec be siged.
Ar you vrot- to me in your letter of August 5V we shell expect
you in Washin ton on the 15th and I ohhll look forward to getting
in touch uI th you at the Shoreh-4u otel an that day.

Mx. Black vihes to .invit, to lunch on the 16th you and
other ebers of the Italin delegation who will be coming to
Washin;ton for the signing cerenonies.

I have amked Mr. Gradni, the Alt:rnate Diroctor, to con-
7-y Mr. Black's invitation to Minister Pamtore and other members
of the deleration. I would, however, be happy if you could let
me know what members of the delegation we way expect in Washing-
ton in addition to thoae listed in Mr. do Palma's letter to u
of August 25.

ith best personal regards,

3incerely yours,

G. Stewart son
Department of Operations

Furope, Africa and Australasia

Professor Gabriele Pescatore
President
Cassa p-r il Mesogiorno
Piassa dek Gongressi 20 (FUR)
Rome, Italy

cc: Mr. Gragnani
Mr. Cope

GSMason 3130
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FoRM No. 611
(3- 54) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEELOPMENT C FJIDINT

STAFF LOAN COMMITTEE
DECLASSIFIE

JUL 2 9 2017 /,,
WBG ARCHIVES

MEM0RANDUM TO THE STAFF LO. N CU11OITTEE

Italy

1. As no new policy questions are involved, the Committee

is requested to consider the attached draft Report and Recom-

mendations of the President on the proposed loan for the SENN

project without meeting.

2. A chart of the Bank's loans to Italy will be distributed

later.

3. Comments, if an,-, should be sent to reach Mr. Mason

(ext. 3353) by 10:00 a.m. on Friday, September b.

b. It is planned then to distribute the loan documents to

the Executive Directors for consideration at their next regular

meeting on Tuesday, September 15.

Herbert G. A. Woolley
Secretary

Staff Loan Committee

September 1, 1959



Porventags of Shares held
Poreentage by TRT and its Shubsaries

Fineletat.e 2.5 IRT 70

SNY 25 laX 13
Finslettrica 18

51? 20 IRX 1
?i1.lttrlo s

TI 10 TRI 9
lrinolottric20
insider 31

STE 2.5 Finelttrie. 13
3?7 20
511 33
Ui T20

rm s 10 SMY 62
Finelettric .

Vi Sto1 l STP 53

Dalmine 4 IRI 20
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fltrin id 65

STAC 2 FInsidej / 100

AMsaldo 2.5 IRT 48
FinnmsoieeZai/ 51

Anldo Son Giorgio 2.5 IRI 48.5
Finnes antai 51

7.5 fone

820-5

100.0%

2/ 50.7% hold by TRX

2/ 100% owned by ITP

Sept. 1959
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REPORT AND RECOINENDATIONS OF THE PRESIDENT
TO THE EXECUTIVE DIRECTORS

ON A PROPOSED LOAN OF $40 MILLION TO THE CASSA
FOR THE CONSTRUCTION OF A NUCLEAR POWER PLATT

IN SOUTHERN ITALY

1. I submit the following report and recommendations on a proposed
loan in various currencies equivalent to $40 million to the Cassa per
Opere Straordinarie di Pubblico Interesse nell'Italia Mridionale
(Cassa per il Mezzogiorno) to assist in the financing of a nuclear
power plant to be constructed and operated by Societa' Elettronucleare
Nazionale "SENN" per Azioni (SENN) on the Garigliano River in Southern
Italy.

PART I - HISTORICAL

2. The Bank has already made loans in Italy aggregating the equiv-
alent of $259.6 million. The status of the individual loans is as fol-
lows:

No. Borrower Purpose Amount (net of cancellationa)
(equivalent in $ million)

50 IT Cassa per il 1ezzogiorno Development of 10.0
Southern Italy

88 IT Cassa per il Mezzogiorno " " 10.0

117 IT Cassa per il Mezzngiorno 68.4

150 IT Cassa per il Mezzogiorno 74.6

189 IT Cassa per il Mezzogiorno 75.0

224 IT Cassa per il Mezzogiorno "20.0

Total, net of cancellations: 258.0
of which has been repaid :.2

Total now outstanding : 253.8

Amount sold : 24.1
of which has been repaid : .20.3

Net amount now held by Bank: 233.5
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3. The Bank has been actively considering the application of nuclear
power on a commercial scale since 1955. It appeared that Italy was a
country where nuclear power should have early commercial application,
and it was accordingly agreed between the Bank and the Italian Govern-
ment in 1957 that a joint study would be undertaken for the examination
of a large nuclear power station to be established by SE11N in Southern
Italy. The cost of the study was to be shared by the Bank, the Italian
Government, and SENT.

4. Work on the study, which was assisted by an International Panel
of nuclear scientists established by the Bank, continued until late
1958. The first phase of the work was the preparation of an invitation
for tenders for the construction of a nuclear power plant at a given
site. The second phase was to assist SENN to review the tenders re-
ceived. Nine tenders were eventually submitted. Aided by a report of
the International Panel and by a study of SE1117's consultants and tech-
nical staff, SENN selected the tender put forward by the International
General Electric Company, a division of General Electric Company.

5. In September and October of 1958 a Bank mission visited Rome and
discussed the financial and technical aspects of the SENN project. Ne-
gotiations then took place in Washington in April, and in Rome in June.

PART IT - DESCRIPTION OF THE PROPOSED LOAN

6. The main characteristics of the loan would be as follows:

Borrower : Cassa per il Mezzogiorno

Guarantor : The Republic of Italy

Amount : Equivalent of $40 million

Purpose : To assist in financing the construction by SENN
of a nuclear power plant in Southern Italy

aturity : 20 years. Amortization would be in semi-annual
instalments beginning on February 15, 1964 and
ending on August 15, 1979

Interest Rate : 6% including 1% commission

Comitment Charge : 3/4 of 1%
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PART III - LEGAL ITSTRUENTS

7. The loan documents consist of the following: Loan Agreement
(No. 1), Guarantee Agreement (No. 2), and Project Agreement (No. 3).

8. As in the Bank's previous loans to the Cassa for power proj-
ects, the proceeds of the loan will be re-lent by the Cassa to the
company constructing the project, in this case SENN, under a Subsi-
diary Loan Agreement satisfactory to the Bank. Unlike these previous
Cassa loans, however, the present loan will be made for a single proj-
ect, and thus the Loan Agreement more nearly accords with the Bank's
usual loan agreements. Attention is directed to additional provisions
in the Loan Agreement as follows: (a) a provision which adds the fol-
lowing events of default: (i) the occurrence of circumstances which
make it improbable that an appropriate supply of nuclear fuel will be
available for the Project and (ii) termination of SENN's arrangements
with the General Flectric Company without an alternative satisfactory
to the Bank before completion of the Project (Sections 6.01 and 6.02);
(b) a provision requiring the Cassa to repay the Bank in advance of
maturity an amount equivalent to any repayments made in advance of matur-
ity by SENT to the Cassa (Section 5.07).

9. In Section 2.02 of the Guarantee Agreement the Guarantor agrees to
take all such action as shall be required on its part to assure that SENN
shall have available to it the nuclear fuel necessary for the efficient
operation of the Project and to take appropriate executive action under
future and existing legislation to assure the efficient construction and
operation of the Project.

10. The Project Agreement will be similar to those used in past loans
to the Cassa for power projects. Societa' Finanziaria Elettrica Nazionale
(Finelettrica), Societa 1Meridionale di Elettricita (SKE), and Societa'
Idroelettrica Piemonte (SIP), three shareholders of SENN, will be ad-
ditional parties to the Project Agreement guaranteeing performance of
the agreement and agreeing to become sureties for the performance of all
obligations (including financial) of SENN to the Cassa. In addition,
the Project Agreement will contain a more specific guarantee by these
three shareholders that they will cause the Project to be constructed
and operated with due diligence and efficiency and in accordance with
sound engineering, financial and business standards, acting in SENN's
stead in the fulfillment of all obligations under the Project Agreement
should SENN not fulfill such obligations (Article III, Section 3).

11. Finelettrica, SME and SIP will also join in the Subsidiary Loan
Agreement, under which the Cassa relends the proceeds of the loan to SENN,
as sureties, granting joint and several suretyships for the performance
of the obligations of SEMT thereunder. In addition to this suretyship,
the Cassa's loan to SENN will be secured by a first mortgage and a priv-
ileged lien on the real estate, plants and equipment connected with the
Project.
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PART IV - APPRAISAL OF TBE PROPOSED LOAN

The Project

12. A report on the project entitled "Appraisal of the SENN Nuclear
Power Plant" (TO 200a) is attached (Wo. 4).

13. The project is the construction of a nuclear power plant with a
gross capacity of 160 MW. The plant would be constructed and operated
by SETN. The total cost of the plant is estimated to be $66.4 million.
SENN plans to raise the equivalent of about $26.4 million in about equal
proportions by the issue of shares and by shareholders' advances, subor-
dinated to the Bank's loan; the balance, $40 million, would be covered
by the loan from the Bank.

14. Nine of the 14 shareholders of SEIN are public utility companies,
the other five are industrial companies. Twelve of the fourteen are
directly or indirectly controlled by the Istituto Recostruzione Indus-
triale (IRI). The utility shareholders form part of the Italian elec-
tric power network into which SEIIN's output will be fed. Three of the
strongest of these utility companies will guarantee performance of the
Project Agreement and become sureties for the performance of all obli-
gations of SENIT to the Cassa per il Mezzogiorno. SEN will give as-
surances to the Bank that it will conduct its operations in accordance
with sound business principles to ensure a sound financial position.

15. The General Electric Company and its associate, Ebasco Services,
would erect the plant on a "turn-key" basis, including the detailed de-
sign, supply of equipment, erection, and operation of the plant during
an initial test period. The plant design includes reliable safeguards
to prevent hazardous incidents and to minimize hazard to plant person-
nel and the surrounding area.

16. The site for SENI was chosen not only because of a good water sup-
ply and favorable conditions for the release of waste gases and disposal
of radioactive waste, but also because from it the plant could be easily
linked with the extensive generation and distribution system of the util-
ity shareholders of SENN, covering about half of Italy and serving over
half of the population.

17. Power demand is growing at a fast rate in the area served by this
system. Studies indicate that it will be necessary to increase capacity
from the 4,140 MW existing at the end of 1958 to 7,250 IMW by 1965. SENN
will form a small but an important part of this increase.

18. Nuclear power plants, to be economic, must use their generating
capacity as fully as possible because of their high capital cost. Studies
indicate that the base load requirements of the system are such that SENN
could be operated at a high plant factor, i.e. at a high preportion of the
number of hours in each year.
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19. The cost to the Italian economy of generating nuclear power by the
proposed SETIT plant is calculated to be about 15% higher than the cost of
generating electricity from a conventionally fueled thermal plant, both
assumed to be able to operate at a high plant factor. This slight cost
disadvantage, however, is more than offset by the advantage to the Italian
power system in gaining experience in the building and operating of nuclear
power stations, which can be expected to take up a growing portion of
Italian power requirements in the years to come.

Procurmuent

20. General Electric Company was allotted the contract after considera-
tion of bids from nine companies, as described in paragraph 4 above. A
Letter of Intent has already been signed and a definitive contract be-
tween SE'TIT and the International General Electric Company of Switzerland
(a subsidiary of the General Electric Company) will be signed shortly.
Expenditures under this contract represent about half of the total cost
of the project. They include the cost of fabricating the nuclear fuel.
The cost of the nuclear fuel itself has not been capitalized since ar-
rangements are well advanced for its supply through EURATOM on a defer-
red payment basis.

Disbursement

21. Unlike the Bank's earlier loans to the Cassa, most of this loan
is expected to be disbursed for imports.

Economic Situation

22. A report on "Current Economic Position and Prospects of Italy"
dated April 13, 1959 was circulated on April 14, 1959. The report des-
cribed the effects of the 1958 international recession on the Italian
economy which took the form of a reduction in the hitherto rapid growth,
accompanied by a great improvement in the balance of payments owing to
reduced imports and a considerable increase in invisible earnings.

23. In 1958 the real increase in the gross national production was
4.1% as against 5.6% in 1957. This was mainly due to the excellent har-
vest. Industrial production increased by only 2.2%, the slackening in
the rate -f expansion being mainly because investment was no longer ris-
ing and, to a lesser extent, because the demand for exports fell off. A
recovery in production began towards the end of 1958 and has continued
into the spring of this year. This appears to have been due largely to
increased private and government consumption. The increase in private
investment has been small and the capital goods industries have not
reached the rate of increase of the years before 1957, despite support
from public works. Home building has not increased in spite of lower
interest rates. It has been estimated that, for 1959 as a whole, the
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increase in the gross national product will be about 4 to 5%. Although
this is in itself satisfactory, it is less than the rapid increase of
the years prior to 1957 and if no improvement takes place, it may not
be sufficient to absorb the net additions to the labor force. It is
against this background that some discussion has taken place in Italy
over the desirability of further measures to stimulate expansion. Quite
apart from special expansion measures of this sort there will be a con-
tinued need to maintain investment at a high level and the possibility
of year-to-year fluctuation in Italian trade must be provided for. In
these circumstances foreign exchange reserves, although substantial, are
not excessive.

24. Meanwhile, the external economic position has remained favorable.
The recovery in production has led to increased imports, but exports
have also resumed their expansion. The rise in reserves of foreign ex-
change has continued since the end of 1958 and they amounted to $2.6 bil-
lion at the end of June. Italy's external public debt is about $850 mil-
lion and service payments are less than 3% of foreign exchange earnings.
The proposed Loan is well within Ttaly's creditworthiness.

PART V - CO TPLTAICE WITH ARTICLES OF AGREFIENT

25. The report of the Committee provided for in Article III, Section
4 (iii) of the Articles of Agreement of the Bank is attached (No. 4).

26. I am satisfied that the proposed loan will comply with the Ar-
ticles of Agreement of the Bank.

PART VI - RECOEIN1DATIONS

27. I recommend that the Bank at this time make a loan to the Cassa
per Opere Straordinarie di Pubblico Interesse nell'Italia Meridionale
in an amount in various currencies equivalent to $40 million to be guar-
anteed by the Republic of Italy for a term of 20 years, with interest,
commission and commitment charges and on such other terms as are speci-
fied in the attached draft Loan and Guarantee Agreements and that the
Executive Directors adopt a resolution to that effect in the form at-
tached (No. 5).

Eugene R. Black

Attachments

Washington D.C.
August 31, 1959
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(5 48 ) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: Files DATE: August 28, 1959

FROM: G. Stewart Mason

SUBJECT: Italy - Proposed Loan for SENN Nuclear Power Project

1. International General Electric Company of Switzerland, a subsi-
diary of General Electric, is about to sign a contract to establish the
SENN nuclear power station for a total amount of $34.9 million.

2. Accordingly, at our request Messrs. Doughman and Smith of the
International General Electric Company, New York came to Washington to
discuss the draft contract.

3. Mr. Doughman and Mr. Smith, and Mr. Fridell of the Washington
Office, met yesterday morning with Messrs. Allardice, Spottswood, Bass,
Scott, Perez, Verheyen and myself. In the course of our discussions,
the following matters came to light:

(a) The Board of Directors of SENN would probably meet on
September 3 to consider the contract between SENN and the
International General Electric Company of Switzerland. It
was expected that the definitive contract would be signed
in Geneva between the 4th and the 10th of September, i.e.
about a week before the signing of the Loan Documents in
Washington. Mr. Doughman is to let us know as soon as it
has been signed. In the meantime, General Electric has agreed
to extend the Letter of Intent for two months as from August 9,
1959;

(b) Escalation is now limited to 10% and starts from the date of
the signing of the contract;

(c) There will be two years of periodic payments under the con-
tract, amounting to about 45% of the total amount. There-
after, payments will be made as the project progresses.

4. As Mr. Doughman now sees it, between $25 and $26 million will be
spent in the United States. The remainder, i.e. the equivalent of $8 to
$9 million, will be spent in Italy. There will not be purchases elsewhere.

5. Mr. Doughman said that SENN had now decided not to include in the
Project oversized components to permit the installation of additional
turbogenerator facilities later. After confirmation from SENN, the TOD
Report will be changed to take care of this decision.

6. Mr. Doughman and Mr. Smith's main questions, however, concerned the
manner in which they would receive payment from SENN. General Electric
had been pressing SENN for an irrevocable Letter of Credit but SENN had
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refused to pay the amount of one half per cent which the Cassa would have
had to pay the Bank for this privilege. General Electricts questions,
therefore, concerned the manner in which they could be protected without
having to pay this fee themselves. General Electric seemed to have two
fears: 1) that the Bank would cancel the Loan, and 2) that SENN would not
pay them and that they would have an unfinished project on their hands
without having any recourse except to stop work on the project and sue
for the cancellation penalty.

7. We pointed out that, as far as the Bank was concerned. in the case
of default, it would involve prematuring of all our loans to the Cassa,
which now amounts to about $260 million and it seemed to us very unlikely
that this would ever occur. Under our Loan Agreement, SEN was bound to
complete the project and make available the funds for this completion.
The only way in which they could get out of their obligation to the Bank
would be to repay the Bank for any disbursements made and cancel the Loan.
Mr. Doughman and Mr. Smith still seemed to think that there was some risk
to General Electric and they are going to explore the question of an ir-
revocable Letter of Credit further and let us know.

8. Mr. Doughman had only one copy of the draft Contract so we have
not been able to read it. A copy is to be sent to us in the next few
days.

cc: Messrs. Allardice
Spottswood
Bass
Scott
Peres
Verheyen

GSMason:fgs



28th August 1959

N7y dear friend,

I hope you enjoyed a well-Jeserved holiday and that this
letter of mine finds you in perfect health.

I am writing to you to tell you that the Italian Nission will
be composed as follows: Hon. Prof. Tormiaso Zerbi (President of
SENN); Dr. Giuseppe Angelucci (Aanaging Director of SENN); Dr.
Bruno Bianchi (General ianager of Finelettrica). Dr. Rossi of the
Banco di Napoli - New York branch, is authorized to sign for the
Societh Ieridionale ii Elettricith; and Dr. Emilio Mayer of the
Banca Commerciale Italiana of New York is authorized to sign. for
the Societh Idroelettrica Piemonte "SIP". The President of IRI,
Hon. Fascetti, will also be in Vashington, for the signatures
I suppose the Cassa per il Mezzogiorno will have sent you, directly,
the list of its representatives.

The SENN-"Finelettrica" Delegation will leave Rome on the
12th, arriving in Washington on the morning of Sunday the 13th
and will put up at the Carlton Hotel.

As usual, we shall come to you, at the Bank, the morning of
the day before, or on the 14th, at whatever time you like to fix.

I should like to say once more how grateful we are for the
work carried out in common with our experts for the preparation
of all the instruments necessary for such an important operation.
Looking forward to seeing you soon,

With best regards,

yours sincerely,

(Dr. Ing. Bruno Bianchi)

Mr. G. STEWART MASON
c/o International Bank for Reconstruction
and Development
1818 H Street, N.W.
WASHINGTON 25, D.C.



SOCIETA FINANZIARIA ELETTRICA NAZIONALE

F i N E L E T T R I C A
ROMA 28 Agosto 1959

IL CONSIGLIERE DIRETTORE GENERALE VIA ANIENE,14

84 841.341

VIA AEREA

Caro amico,

spero che Lei abbia potuto godere ottime e meritate
vacanze e che questa mia lettera La trovi in perfetta salute.

Le scrivo per comunicarLe che la Missione italiana
sar& composta dai Signori: On. Prof. Tommaso Zerbi (Presidente
della SENN); Dr. Ing. Giuseppe Angelucci (Consigliere Delegato
della SENN); Dr. Ing. Bruno Bianchi (Direttore Generale della Fi-
nelettrica). Per la Societ& Meridionale di Elettricit&, 6 delegato
alla firma il Dott. Rossi del Banco di Napoli - Sede di New York;
e per la Societ6 Idroelettrica Piemonte "SIP", c delegato, per la
firma, 11 Dott. Emilio Mayer della Banca Commerciale Italiana
di New York. Sar9, anche a Washington, in occasione della firma,
il Presidente dell'IRI Ol. Fascetti. Ritengo che la Cassa per i1
Mezzogiorno Le abbia fatto avere, direttamente, l'elenco dei suoi
rappresentanti.

La Delegazione SENN-"Finelettrica" partir&. da Roma
il giorno 12 per essere a Washington nella mattinata di domenica
13 e scenderA all'Albergo Carlton.

Come di norma, noi saremo presso di Lei, alla Ban-
ca, la mattina del giorno precedente, oppure addirittura il giorno
14, a quell'ora che Lei si compiaceri. indicarci.

Mentre Le rinnovo i sensi della nostra gratifudine per
il lavoro svolto in comune coi nostri tecnici per la preparazione
di tutti gli strumenti necessari a cosi importante operazione e al
piacere di presto poterLe stringere la mano, La prego gradire i
miei migliori saluti.

(Dr. Ing. Bruno Bianchi)

Mr. G. STEWART MASON
c/o International Bank for Reconstruction
and Development
1818 H Street, N. W.
WASHINGTON 25, D. C.
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r. Hugh Scott August 28, 1959

G. Stewart Mason

Italy - Proposed Loan for SENN Nuclear Power Plant

Please note that I have reoeived a letter from Yr. do Palma
dated August 25 in which he giwvs so the following informations

The Guarantee Agreement will be signed by Muister Pastores;

The Loan Agreement will be signed by President Pesoatore;

The Projeat Agreement will be signed by either Avw. Aldo
Faseetti or Prof. Tomaso 1erbi on behalf of SM# Ing.
Bruno Bianohi on behalf of Finlettrica, Dbtt. Use Rossi
(Bank of Naples, New York) on behalf of S, and Dott.
Emilie Moyer (Banca Commeroiale Italians, Now York) on
behalf of SIP.

GS)kson fgs
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FORM No. 59
(2- 55)

CROSS REFERENCE SHEET

COMMUNICATION: Memorand=3

DATED: August 26, 1959

TO: Files

FROM: M. L. Lejeune

FILED UNDER: United Kingdom - General Negotiations

SUMMARY: The U. K. and the SM project.

Re question raised by Mr. Geoffrey Wilson - on a personal basis -

of the delicate question of the United Kingdom' a reaction to the

SE4N project.



August 26, 1959

oor I. Do beges

Subject -ftrusd Loan to MM Cass for the
SR M&2"e Pbwr Pr"Juet

I refer to our telephone convrsation of this morning. I
have pleasure in enclosing the form of cable whih the Bank
vill require from the Governor of the Bank for Italy in con-
neotion with the Statutory "n .Ommitte. Ihport on the above
Loan. It would be appresiated if w ould recoive the oable
by the beginning of next week.

I should also be grateful if you would lot as know the
names of the delegaton whieh will be coming to Washington
on the 15th of September for the signing of the proposed Loan.

Your# sincorely,

G. Stewrt Mas
Departmnt of Operations

hurope, Africa end Australasla

Attachment

Mr. Giuseppe Do Rege
Counselor
Italian Babassy
1601 Fuller Street
Washington D.C.

GSMason zfgs



DRAFT

T1t INTBAFRAD
WASHINGTON D.C.

I IWRBY SELCT AS AN FJPERT ON THE COKITTEE

PROVIDED FOR IN ARTICLE V SECTION 7 OF THE ARTICLES OF AGREEMENT

OF THE BANK FOR THE PURPOSES OF THE PROPOSED LAN T CASSA PER

IL HEZZOGIORO FOR TIE SENN NUCLMR POWER PROJECT

DONATO MEICHILLA 00IFWNOR OF THE BANK FOR ITALI



CASSA PER IL MEZZOGIORNO

Rome, August 25, 1959

Dear Mr. Mason:

I am sending you a copy of the assa's legislation,
as requested in your letter of August 20. There are two more
laws which have been enacted at the end of July last, and are
now being translated: they will be sent to you at the soon-
est.

Our plans for the next visit are still to be in
Washington by September 15, but late in the evening as Minister
Pastore has an engagement in New York for the afternoon of the
15th. He will sign the Guarantee Agreement on behalf of the
Republic; President Pescatore will sign the Loan Agreement on
behalf of the Cassa; the Project Agreement will be signed by
either Avv. Aldo Fascetti or Prof. Tommaso Zerbi on behalf of
SENN, Ing. Bruno Bianchi on behalf of Finelettrica, Dott. Enzo
Rossi (Bank of Naples, New York) on behalf of SME, and Dott.
Emilio Mayer (Banca Commerciale Italiana, New York) on behalf
of SIP.

I am looking forward to see you pretty soon and
extend most cordial regards.

Sinn rely your

Piero de Palma

Mr. G. Stewart Mason
International Bank
Washington, D.C.

- Enclosure



(not for public use)

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

CONFIDNITIAL
DECLASSIFIED

WBGARCHIVES
FRO: The Secretary August 19, 1959

STATUS OF PROPOSED LOAN TO THE CASSA FOR
SENN NUCLEAR POWER PLAN T IN ITALY

1. NEGOTIATIONS: Completed

2. BORROWER: Cassa per il Mezzogiorno

3. GUARANTOR: Republic of Italy

4. AMOUNT: Various currencies equivalent to
040 million

5. INTEREST, INCLUDING
COMIISSIONl: To be determined

6. COIITENT CHARGE: 3/4 of 1%

7. TERM: 20 years including approximately
4 1/2 years of grace

8. REPAYTENT: Semi-annual payments beginning
February 15, 1964 and ending
August 15, 1979

9. PURPOSE: The proceeds of the loan would be
relent by the Cassa per il Mezzogiorno
to Societa Elettronucleare Nazionale
(SENN) to assist in financing the
construction of a nuclear power plant
on the Garigliano River, in Southern
Italy. The total cost of the plant
would be $66 million and its capacity
160 1w.

10. CONSIDERATION BY
EXECUTIVE DIRECTORS: Beginning of September 1959

Distribution: Executive Directors and Alternates
President
Vice Presidents
Department Heads

Sec. 59-307



SOCIETA ELETTRONUCLEARE NAZIONALE C o P I A

S E N N

FOR CIFILIUTIO4

18.8.1959

INTBAFRAD

WASHIITON /
ATTENTION MIST M STOP RMCiALAS TWR2Tll AND SMMMELATKL

S8RS AUT!ORI5ED AIP PAID IN CAPITAL AS OF JULY 31 RESPEGTIVlY TWO

BILLIONS AND ONE POIli0 FIVE BILLIONS STOP Y21i SCE E TO INCRE

TO ABOUT EIGHT BELIO14 STOP I SIN QX", REC I ROCATE AND THANK FOR

KIND EXPRESSIONS I7 YOUR LETTER JULY 23

ZElBI ETM"T2RONUCLEARS

Societ, E,*ettronuoleare Naziona, Via Torino, 6 Rmi
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ACRI/AUC 19 VIA COMMERCIAL CABLES

AW239 R0155

ROMA 56/54 15 1025

LT INTBAFRAD

WASHDC

'ATTENTION NI TER MASON STOP REURCABLES THIRTEENTH AND

SEVENTEENTH SENNS AUTHORIZED AND PAID IN CAPITAL

As OF JULY 31 RESPECTIVELY TWO BILLION AND ONE POINT

FIVE BILLIONS STOP BOTH SCHEDULED TO INCREAsE TO ABOUT EIGHT

BILLIONS STOP I SINCERELY RECIPROCATE AND THANK FOR KIND

EXPRESSIONS IN YOUR LETTER JULY 23

ZERBI ELETTROUCLEARE

31 23

kt



Mr. Morton M. Mendels August 18, 1959

G. Steuart Mason

Italy - Proposed Loan of $40 million for SEN. uclear Power Project

I attach a draft of a memorandum on the status of the above

proposed loan which you may wish to circulate to the Executive

Directors.

The draft has been cleared with Mr. Cope.

Attachment

GSMason:fgs



From: The Secretary

STATUS OF PTR.SED WAN TO THE CASSA FOR
EN NUCLFAR ?OWrR PLNT 1h ITALY

1. TLCTTTIATIO- Completed

2. BRRCWr Ctases per i1 Messaoiorno

3. GUARALTRs Republic of Italy

4. WUIT Various currencies equivalent to $40
million

5 1'. !TEIW. T&LUDDNG To be determined

.0 IT CuruE 3/4 of 1%

7. fLBij 20 years including approximtely
4 1/2 years of grae

Semia-ennual payments beginning
February 15, 1964 and ending August 15,
1979

9. PURK)SE. The proceeds of the loan would be relent
by the Cassa per 1I Messogiorno to
Societa Rlettronucleare Nasionale (SENN)
to assist in financing the construction
of a nuclear power plant on the Garigliano
River, in Southern Italy. The total cost
of the plant would be $66 million and its
capacity 160 P4.

10. cOUD-FRATTOB BY Beginning of September 1959

Aug .t 18, 1959
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INTERNATIONAL BANK FOR OU TGOING WIR E INTERNATION4AL FINANCIE
RECONSTRUCTION AND DEVELOPMENT CORPORATION

TO; U DATE Angot 17, 1959
' TTU TORM 6

ROM CLASS OF
SERV I CE: NLT

Cable No.:

WY TEM OA M SRAM M P WO AP"WGIATE UI

33 EPY OR A AN T 13 REUSIGn R1AT1DX 01 UAPITAL

MSN

NOT TO BE TRANS14ITTED

MESSAGE AUTHORIZED{ BY: CLEARAHMES AND COPY DI STRI BUTION$

NAME0 Cloaxed and cc to: Xr# Vj4 e

DEPT. Opeaton R

taSIGNnATU OF I N DIAL AUT118*12E1 TO APPROV2)

OIIAL (File Copy)

(IMPORTANT: See back of yillow copy for guide In preparing form) Checked for Dispatch:
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FORM No. 57
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT _

FFICE MEMORANDUM
TO: Mr. S. DATE: August 14, 1959

FROM: G. Stewart Mason

SUBJECT: Italy - Proposed Loan of $40 million for SENN Nuclear Power Project

1. We have now been informed by Professor Pescatore that the
Italians will be ready to sign the Loan Documents on September 16,
1959.

2. As we do not expect any further negotiations on the proposed
loan, I believe you may want the Secretary to send to the Execu-
tive Directors the usual notice on the Status of Negotiations.

3. I therefore attach a draft notice for the Secretary.

Enclosure

GSMason:fgs

cc qkl.srs



DRAFT: GSMason:fgs
August 14, 1959

From: The Secretary

STATUS OF PROPOSED LOAN TO THE CASSA FOR
SENN NUCLEAR POWER PLANT IN ITALY

1. NEGOTIATIONS: Completed

2. BORROWER: Cassa per il Mesogiorno

3. GUARANTOR: Republic of Italy

4. AiOUNT: Various currencies equivalent to
$40 million

5. INTEREST, INCLUDING To be determined
COMMISSION:

6. COMMITMENT CHARGE: 3/4 of 1%

7. TERM: 20 years including approximately
4 1/2 years of grace

8, REPAYMENT: Semi-annual payments beginning
February 15, 1964 and ending
August 15, 1979

9. PURPOSE: The proceeds of the loan would be re-
lent by the Cassa per il Messogiorno
to Societa Elettronucleare Nasionale
(SENN) to assist in financing the con-
struction of a nuclear power plant an
the Garigliano River, in Southern
Italy. The total cost of the plant
would be $66 million and its capacity
160 MW. T4p would b b

As the cutive Director ye been
inf d (R 58-107), has selec-

the type of proposed and
offered by t ternational Ge
Electric of the U.S. would
be th s seventh 1o o the Cassa,
b ging our total leI g to the Cassa

d Italy to $300 ion.

10. CONSIDERATION BY Beginning of September 1959.
EXECUTIVE DIRECTORS:



FORM No. 57

(5-48) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: m DATE: August 13, 1959

FROM: G. Stewart Mason

SUBJECT: ITALY - SEW Nucl Power Project

As you will note from the attached letter from Professor Pescatore,
we have received confirmation that at least Pescatore will be here as
arranged in the week beginning the 14th September. Morton Mendels
tells me that there is a Board meeting tentatively scheduled for 15th
September so a signing on the 16th as suggested by Pescatore will be
quite convenient. I sent the drafts of the Guarantee Agreement, the
Loan Agreement and the Project Agreement to Mike with a memorandum of
explanation. Do you wish extra copies for yourself? A copy of my
proposed reply to Pescatore is attached.

Attachment

GSeson:vmc



August 13, 1959

Nr dear Professor Peseatore:

Thank you so much for your letter of August 5, advising me
that you plan to be in Washington by the 15th of September with
the idea of signing the Loan Agreement on the 16th. These dates
will be entirely satisfactory to the Bank and we shall look
forward with great pleasure to seeing you once again in Washington.

I wonder if you would be kind enough to let me know who the
other members of the delegation will be.

We should also like to know whether, as was suggested when
we were in Rome, Minister Pastore still intends to come to Wash-
ington to sign the Guarantee Agreement on behalf of the Government.
Would you also be good enough to confirm the names of the persons
who will sign the Project Agreement (a) on behalf of SENN; (b)
on behalf of Finelettrica; (c) on behalf of SME; (d) on behalf of
SIP. When we were in Rome we were told that these would probably
be respectively: President Tommaso Zerbi, President Aristide
Zenari, Dr. Tullio Mesturso and Count Tournon. We are assuming
that you will be kind enough to see that those signing the above
documents will bring with them the usual authorisations.

With kindest regards,

Yours sincerely,

G. Stewart *kson
Department of Operations

Europe, Africa and Australasia

Professor Gabriele Pescatore
President
Cassa per il Mezzogiorno
Piasza dei Congressi 20 (EUR)
Rome, Italy

cc and cleared with: Mr. Scott
cc: Mr. Mendels

Mr. Pinne/Mr. Allardice
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Mr. S. R. Cape August 13, 1959

G. Stewart Mason

ITALY - SEVN Nuclear Power Project

As you will note from the attached letter from Professor Pescatore,
we have received confirmation that at least Pescatore will be here as
arranged in the week beginning the 14th September. Morton Mandels
tells me that there is a Board meeting tentatively scheduled for 15th
September so a signing on the 16th as suggested by Pescatore will be
quite convenient. I sent the drafts of the Guarantee Agreement, the
Loan Agreement and the Project Agreement to Mike with a memorandum of
explanation. Do you wish extra copies for yourself? A copy of my
proposed reply to Pescatore is attached.

Attachment

GSW sonvmc
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ITALY - Proposed Loan of $40 Million for SENN

Principal out-
standing after Payments

Date Davment due last payment Prino Intereat Tlotg

August 15, 1959 $ 40,000,000 - -
February 15, 1960 40,000,000 -$ 1,200,000 $ 1,200,000
August 15, 1960 40,000,000 - 1,200,000 1,200,000
February 15, 1961 40,000,000 - 1,200,000 1,200,000
August -5, 1961 40,000,000 - 1,200,000 1,200,000
February 15, 1962 40,000,000 - 1,200,000 1,200,000
August 15, 1962 40,000,000 1,200,000 1,200,000
February 15, 1963 40,000,000 - 1,200,000 1,200,000
August 15, 1963 40,000,000 - 1,200,000 1,200,000
February 15, 1964 39,238,000 762,000 1,200,000 1,962,000
August 15, 1964 38,453,000 785,000 1,177,140 1,962,140
February 15, 1965 37,645,000 808,000 1,153,590 1,961,590
August 15, 1965 36,812,000 833,000 1,129,350 1,962,350
February 15, 1966 35,955,000 857,000 1,104,360 1,961,360
August 15, 1966 35,072,000 883,000 1,078,650 1,961,650
February 15, 1967 34,162,000 910,000 1,052,160 1,962,160
August 15, 1967 33,225,000 937,000 1,024,860 1,961,860
February 15, 1968 32,260,000 965,000 996,750 1,961,750
August 15, 1968 31,266,000 994,000 967,800 1,961,800
February 15, 1969 30,242,000 1,024,000 937,980 1,961,980
August 15, 1969 29,187,000 1,055,000 907,260 1,962,260
February 15, 1970 28,101,000 1,086,000 875,610 1,961,610
August 15, 1970 26,982,000 1,119,000 843,030 1,962,030
February 15, 1971 25,830,000 1,152,000 809,460 1,961,460
August 15, 1971 24,643,000 1,187,000 774,900 1,961,900
February 15, 1972 23,420,000 1,223,000 739,290 1,962,290
August 15, 1972 22,161,000 1,259,000 702,600 1,961,600
February 15, 1973 20,864,000 1,297,000 664,830 1,961,830
August 15, 1973 19,528,000 1,336,000 625,920 1,961,920
February 15, 1974 18,152,000 1,376,000 585,840 1,961,840
August 15, 1974 16,735,000 1,417,000 544,560 1,961,560
February 15, 1975 15,275,000 1,460,000 502,050 1,962,050
August 15, 1975 13,771,000 1,504,000 458,250 1,962,250
February 15, 1976 12,222,000 1,549,000 413,130 1,962,130
August 15, 1976 10,627,000 1,595,000 366,660 1,961,660
February 15, 1977 8,984,000 1,643,000 318,810 1,961,810
August 15, 1977 7,292,000 1,692,000 269,520 1,961,520
February 15, 1978 5,549,000 1,743,000 218,760 1,961,760
August 15, 1978 3,754,000 1,795,000 166,470 1,961,470
February 15, 1979 1,905,000 1,849,000 112,620 1,961,620
August 15, 1979 - 1,905,000 57,150 1,962,150

40,000,000 32,379,360 72,379,360

Loan of $40,000,000; 6% p.a. payable semi-annually; principal repayable in 32
approximately equal semi-annual installments of principal and interest starting
February 15, 1964.

IBRD Statistics ,Division
Aug. 10, 1959
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Mr. Cargill 614 Mr. Reamy A318
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Mr. Cope 813 Mr. Riley 700C

Mr. Demuth 506 Mr. Rist 716
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Mr. Mendels 1017 Mr. Worthington A316

Mr. Nurick 1121
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Office Services Ill

Mr. Perry 513 F $AIS
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From: -Communications Unit - Room P-106 (Ext. 3630)



Mr. Mason

Room 809

FINELETTRIC&
Director General

Rome, Italy

Mr. G. Stewart Mason,
Dept. of Operations, August 7, 1959
I. B. R. D.
1818 H St. N. W.
Washington 25, D. C.

Dear Mr. Mason:

I an very late in replying to your kind le tter of July 23,
because I was awag in France for about three weeks, and was able to
read the letter only yesterday.

Please believe that it was also a great pleasure for me
to conclude with you such difficult aid dramatic negotiations in
that spirit of kindness and friendliness and wLth the desire to
cooperate that have almays marked our relations.

I extend my thanks to Messrs. Allardice and Scott as well.

I can assure you that President Zennari is perfectly aware
of your gesture, and also appreciated the fine feeling of correctness
which certainly inspired it.

I hope to be in Washington on September 15, 16 and 17 next
to draw up the contract. I do not know, however, vhether President
Zennari can be present, because our annual meeting will be held at
about that time.

Hoping that I may continue to cooperate in future in the
spirit of understanding and trust that has always guided our relations,
I send my best wishes to you, to your colleagues Messrs. Allardice
and Scott, and to all our friends at the Bank.

Yours....

s/Dr. Bruno Bianchi, Eng.

TRANSLATION SECTION

Trjansl ated From: Italian 9/2/59 BY: S. K.:.mh



SOCIETA FINANZIARIA ELETTRICA NAZIONALE

F I N E L E T T R I C A
ROMA 7 Agosto 1959

IL CONSGLIERE DIRETTORE GE NERAL E VIA ANIENE.14

841.341

T T ',:Via aerea

SEP
Caro Sig. Mason,

rispondo con molto ritardo alla Sua gentile lettera del
23 luglio u. s., ma cib 6 dipeso dal fatto che sono stato circa tre
settimane in Francia ed ho potuto leggere la lettera stessa soltanto
ieri.

Voglia credere, Sig. Mason, che anche per Me 6 stato
un grande piacere poter concludere con Voi trattative cosi difficili
e cosi drammatiche in quello spirito di gentilezza e di amicizia e con
quella volontA di collaborazione che hanno sempre improntato i no-
stri reciproci rapporti.

Questi miei sentimenti di gratitudine vanno estesi anche
al Sig. Allardice e al Sig. Scott.

Posso assicurarLa che lottimo Presidente Zenari si 6
reso perfettamente conto del Vostro gesto e che ha anche apprezzato
lo squisito sentimento di correttezza che To ha certamente ispirato.

Io spero di poter essere a Washington nei giorni 15 - 16
e 17 settembre p. v. per la stipulazione del contratto. Non so se po-
trA essere altrettanto presente 11 Presidente Zenari data la circostan-
za che in quelltepoca saremo vicini alla nostra Assemblea annuale.

Con la speranza di poter ancora collaborare, per il futu-
ro, in quello spirito di comprensione e di fiducia che ha sempre ani-
mato i nostri rapporti, La prego di gradire i pit distinti saluti, esten-
sibili ai Suoi diretti collaboratori Sigg. Allardice e Scott, nonch% a
tutti gli amici della Banca.

Mi creda sinceramente Suo

(Dr. Ing. Bruno Bianchi)

Egregio Signor I t
G. Stewart Mason
Department of Operations Europe
International Bank for Reconstruction
and Development
1818 H Street; N. W.
WASHINGTON 25, D.C.

(USA )



CASSA PER IL MEZZOGIORNO

IL PRESIDENTE 
ROMA, August 5, 1959

,g iJ PIAZZA DEI CONGRESSI N. 20 (EUR) - TEL. 5291

My dear Mr. Mason:

I have received your kind letter of July 23, and
feel that we all have to thank you for the excellent coopera-
tion and fine understanding you have as always shown in fac-
ing our problems. It was really a pleasure to have you in
Rome with us, and I can only complain about the very short
time I could spend with you personally.

We have now finalized our plans for the next visit
to Washington: we shall be leaving Rome in the afternoon of
monday September 14, and arrive in New York late in the night
of the same day. We will proceed to Washington as early as
possible the following morning, and stay at the Shoreham; we
expect the signing could take place on September 16, but we
are planning to remain in Washington through the 18th. On the
morning of the 19th we shall be leaving Washington for a tour
in the West and Middle West of the United States.

I am looking forward to the pleasure of seeing you
again pretty soon, and extend most cordial good wishes and
personal regards.

Sineerel ours

Gabrie Pescatore

Mr. G. Stewart Mason
International Bank for
Reconstruction and Development
Washington 25, D.C.
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AAgast 4, 199

?roftssor GabIl 1esOators
Prexidenit
4%xsa per 11 Moasogioruo
PisA&n dei Omorssi 20 (VFR)
'Rame, ItAly

Dear Prefessor Q loc ator

2e *.PMOOd Loar to the Caa for the

ti*fa you for ow 1.tter at jay 23 anglosLgg a draft of
the propcsd a W agrowant In Lu lun ad te e pIO

ofan risth tra.mines O..

W* nt Mot Chamgov Men fram the draet Which Mr. Scott
arA I disnemA In Rom with mprosoutativ" of tbo G"*a md

After the Iegul bepartment has xtv" L h draft, I shbU
write to you again if we havo &W sam7ento.

Your siows.ll,

G. 5twart pae*
Deatau it Qaraie

Purope, Afrm and AstraLwig

Mr. Allardift
Mr. rime



August 4, 1959

Cassa per il ?bssogiorno
Piassa doi Congressi 20 (EUR)
Rome, Ital4

Gentlement

We beg to acknowledge receipt of your letters of July 25,
1959 enclosing the following documents relating to the year end-
ing Doe.mber 31, 1958:

1. u.. LIK

a. Annual report of the Board of Directors and of the Board
of Auditors;

b. Balance sheet and profit and loss account;

a. Report on the business activities and accounts of the
company.

2. j8P.A. owentr

a. Annual report of the Board of Director and Board of Audi-
tore;

b. Balance sheet and profit and lose account;

a. Short report on the Business Year 1958 together with en-
elosures thereto.

3. SoT).A. IL

a. Minutes of the shareholders' meeting;

b. Balane sheet, profit and lose account and report of the
shareholders' meeting.

4. %DA. FIKT

a. Balance sheet and profit and loss account and report of
Board of Directors and Board of Auditors;



-2-

b. Balance sheet as of December 31, 1958, prepared following
the scheme illustrated in Section 2.01 of the IBRD quss-
tionnaire;

a. Operating statement as of December 31, 1958, prepared fol-
lowing the scheme illustrated in Section 2.02 of the IBRD
questionnaire.

5. Saint Gobain Comzsar

a. Balance sheet, profit and loss account and annual report
of the French parent company;

b. Balance sheet and profit and loss account of Saint Gobain,

Italy.

6. S.p.A. Cementerie di Sardegna

a. Minutes of the shareholders' meeting;

b. Balanes sheet, profit and loss account and report of the
shareholderst meeting.

7. S.p.A. Marsotto Bud

a. Minutes of the shareholders' meeting;

b. Balance sheet, profit and loss account and related on-
closures;

c. Annual report of the Board of Directors and of the Board
of Auditors.

Yours sincerely,

G. Stewart Mason
Department of Operations

Europe, Africa and Australasia

JHinier:fgs



INDIRIZZO TELEORAFICO: CASMEZ - ROMA

CASSA PER OPERE STRAORDINARIE DI PUBBLICO INTERESSE

NELL'ITALIA MERIDIONALE

(CASSA PER IL MEZZOGIORNO)

Prot. N... Posiz. S/CF/UP/MG/mg 251UG. 195
Allega , 4 ROMA ............. ...............

PIAZZA DEI CONGRESSI N. 20 (EUR)

Risposta a TEL. 5291

del N.

OGGETTO: Contratto di mutuo

Cassa-$E1. Spett. Banca Internazionale per la
Ricostruzione e lo Sviluppo
1818 H Street, N.W.
Washington 25, D.C.

A seguito delle intese raggiunte nell'ultima riunione avuta
presso la SEN con Mr. Scott, si accludono alla presente tre copie

If della traduzione inglese ed una copia dell'originale italiano del con-
tratto di mutuo Cassa-SENN, cosi come 6 stato revisionato nel corso
delle discussioni tenute la scorsa settimana, fra la Cassa, la Finelet-
trica e la SEN, con l'intervento dell'Avv. Tracanna.

Come si pub notare, le sole modifiche apportate al testo del
0 contratto si riferiscono ad una diversa formulazione degli Articoli 8
0. e 22 per la parte relativa agli obblighi delle Societh fidejubenti.

Tali modifiche sono state trovate soddisfacenti da tutte le
parti interessate. Si resta, pertanto, in attesa di conoscere il pare-
re di codesta Banca in merito alle varianti menzionate piti sopra.

Con i migliori saluti.

ESIDE
0 (Gabri s e)

*0



INDIRIZZO TELEORAFICO: CASME2 ROMA

CASSA PER OPERE STRAORDINARIE DI PUBBLICO INTERESSE

NELL'ITALIA MERIDIONALE

(CASSA PER IL MEZZOGIORNO)

;2 576SRANSLATION
Prot. N. Posiz. S/CF/UP/MG/mg

Allegali. .. ROMA .. .......
PIAZZA DEl CONGRESSI N. 20 (EUR)

Risposta a TEL. 5291

del N

OGGETTO:

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

Gentlemen:

Subject: Cassa-SEDN Loan Contract
0
0

Following the agreements reached in the last meeting with
Mr. Scott at SENN, attached hereto are three copies of the English
version and one copy of the Italian original of the Cassa-SENN loan
contract as finally revised in the discussions of last week between
Cassa, Finelettrica and SENN, with the advice of Avv. Tracanna.

As you will note, the only changes introduced in the loan
contract reflect a different formulation of Articles 8 and 22 for the
part concerning the obligations of the sureties.

Such changes have been found satisfactory by all parties.
If you have any comments to make in that respect, please do not
hesitate in writing to us.

With best regards.

Sincerely yours,

THE PRESIDENT
/s/ Pescatore

- Enclosures



I&. N. 1.. 1430un0 July 24, 1959

0. Stewart msos

ITALY - Proposed Loan f or Eager Power Prjee

1. As I alread advised Raymond in my eable RD* 2 from Rome dated
June 25, we were l to reanh cemplete agreement in our negotiations
of the above proposed lean. The dosments as then negotiated were
brought back to the Bank by Mr. Cerbin Allardie on June 29. As a
result of your cable No. 1 dated June 30 whieh interalia stated "Manage-
nest is fully prepared to recoemen to Beard a loan for the full amount
based on project as presented and agreements as now negotiated step
please make this plain to Italiaap," I informed the talians that our
negotiations had been eonluded. It wam this statement Asuch at wq
other which led to a deeision by the Italians to inform AVWCK that
as negotiations had been eoncluded with te Bank, tbey would not r*-
quire financial help frout RATOW.

2. The Working Party met yeaterday to ensider the proposed loan
d4ouments (Men, Cavanaugh, Allardics, Wensell a.4 Sell&). I explained
that we took to Rom draft documents which the Working Party had already
seen and that we were able to complete our negotitions with very few
abages of aW significance in the Lean Agreement and In te Proje
Agreement. The changes made were pointed out to the Working Party which
had no objetion to thm nor to the &Me Letter which it was proposed
would take the place of one sentence On the rate covenant dropped fren
the Project Agreement.

3. I now attacb the latest drafts of the Guarantee Agrement, the
Lean Agreement and the Project Agre nt, together with the two Side
Letters whish it is proposed to sign an September 15# 16, or 17 at the
samm time as the lean documentst

4. There have been no changes in the G since it
vw drafted on April 23.

5 * The two changes in the Len AgreiM1 a" not of signifioanet

a) In Artiele III we have errected the old draft by s*batitut-
Lug the Borrower (Qa) inateid of SMu as the party which
will sign the List of Goods Letter

b) the wrd "owertiblem has been aded where marked in
Schedule 3 at the apresm request of Governor M6WniWhe1.-
The Italians have been used to special tratme regard-
ing the currena supplied but this is the least favorable
given to then sine we are now making a "List of Goods'

gi....e..



loan anv little, If MW# Of the item is te " A Ot "S
will be bougt fre Italian supp1ios.

6. Of tht tree significa ob"108 UN* i n the
the first was made ions.l. 10 to mes a hr of I
grigIna, I.., if the ohb"Per vw t asemodd witbou te "er" Ot
the Bank the owital sharvs ev 1 nAw be rwired withut e QNwA-
of the BW*. The ****rA *hang* was md in Betion 6 W drOPPing hUN
last sntwne. This stmten was emod at the OUg4 eon of T O
the SLC had .,widr* Mr. 'ope nemorWAV of JM* S, 1959 (U

wh~Io made no a tiou of it. The Itelan Mgotatirs refwed to ip-
oludo this seane In *hat would boome a publi doome (the Projem

AgmAment Is to be attaed to the Oa-M greatent s an anm
and the Agreu Is then to be registered.) In eir t pihd*v, It wou3d
attruat t heavy registration tox aoh we ~e all tryIvg to wv.dM.

11sw*ver, 8" agree to sign a "SU** Letter shwng how thy t o d
ondat thmeir bua-s. The letter we drafted and agreed to in Rms

an brough book to h Rook br Wfr. Allardles. I IatsrstmO It is
aosea bl. to TC as a **stitute for the *ense* drepped frem the

P"-est Agr.mas%. The third shmage, *ikh was & s nade to av*JA to
possibl. attraeo.p of a registration tax# is a redraft at Sectlem 3
ad 4 of ArV ele III at the criginal vid a sigulf1ioun sentenose ad

to the and of Sootion 1 of Artia2e IIL The rkig Farty betin
that AtrUel III as now draf*dt is s extisaetory as the am originCW
draft4d in WashImtono

7. I am propose to draft the PrasIdaml's Report and Re A
h&eh will be .ubdtted to the Staff Loan bmittee tgethwr with te

drafts of the euaratee Agrgawnt, the F"Jet Agfonss the Ust ot
Goods lotar, thoe SJ Letter frm SIM, aid a roisd TO ropwt am
bevg worked upen. SImm an -eco -m r , dated AprU 13@ wa ar-
culoted to the 1teeutiv* Dirortors ca April 14, think it Is
sary to have a new one prop" but I shell Am reforewe In VW
President ts Report s to the seamoe prqgww =4*
by Italy &Ume thw lost report was wrttmi.

S. I wm infmed in Rom Mt in view of the U"Uuft attamied
to the proposed 51M leo, the foUvAs doUSNmue womd ee to Wooh-

i"00" for the 81gdag Vf the low dowaleto In W aptahers

SLYAM fttm # sAMAter for the South (to sign fuarawtos Agreemae)
UProldes of Ons" (to sign Low Agreement)

TMEM Z,.. dest SVM (to osmg ftvoet Xgrewssnt on Ushalf
of $TO)

Arisidea~wrtPresident or rie-e-urft (to sign Projmet Agroo.mmt
an behalf of ftnalsttr$5)



To$ Wf. M. U J.Lejon

e. ,. e.i. t of (to sig f..oet A eet o-- b-alf at
sit)

eeet TVm (to sign proje.t Agremmt on behaf of RIp)

The Chairman of the Board of IPI, Aldo Fasoetti, A the Vie president of
FinalettSca, Brwo lienani wIlad also a3A.mpm* the delegation.

au s wsas

et Mr. Allardi
Mr.s Wessell
*r. cavansvmsh
*r. selI



Jwv 20, 19"0
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July 23, 1959

Doar Professor Zerbi:

I am sending you this personal note to let you know how
much T appreoisted your understanding and patience during our
long conferences on the proposed loan to SEN.

I very much appreciated the time uhlob you took off from
your other duties to expedite our work together. Without your
cooperation in this respeot, and your fir& and cheerful chair-
manship of the metings, we ould not haew finished our sonson
labors in vuch a short tib.

It was a great pleasure to meat you and I shl look for-
word to renewing our acquointance vhen you own to shington
for the signing of the Loan Documents.

Yours sincerely,

G. Stewart MI n
Department of Operations

Furope, Africa and Austrslsia

Professor Tomaso Zorbi
President
SVN
Via Turino, 6
GSme, Italy



FORM No. 59
(2-55)

CROSS REFERENCE SHEET

COMMUNICATION: Letter

DATED: July 23, 1959

TO: Professor Pescatore, Gassa, Rome.

FROM: G. Stewart Mason

FILED UNDER: Italy - Loan 224.

SUMMARY: Para. 2.

Our negotiations with SEN were long and intensive and we are most

appreciative that the Cassa was able to make available Mr. Pichetti,

Mr. Tracanna, and Mr. de Palma for such unremitting toil. Without

Mr. de Palma's help as interpreter I am sure we would not have

finished out work In so short a time.



July 23, 1959

Dear Dr. Bianchi:

This is a personal note to thank you for your kindness
and courtesy to Mr. Allardice, Mr. Scott and myself. It was,
as always, a great pleasure to spend some time in Rome. Our
work there was facilitated by the good will and helpfulnes
of all who participated in our many conferences.

As I know you are a very busy man, I am especially grate-
ful to you for the time you devoted to our meetings.

I very much appreciated your understanding regarding the
medals which were presented to us. I do hope that President
Zenari realised that, while we were most appreciative of his
kind gesture, it was not possible for us to keep those momen-
too.

We shall look forward to seeing both you and President
Zenari in Washington between the 15th and 17th of September
for the signing of the proposed loan for SENN.

With best regards.

Yours sincerely,

G. Stewart Mason
Department of Operations

Europe, Africa and Australasia

Dr. Bruno Bianchi
Finelettrica
Via Anione, 34
Rome, Italy

GSMa son :fgs Cleared with and copy to Mr. Howell
cc: Mr. Allardice

Mr. Scott
Mr. Lejeujne
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AND DEVELOPNT
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LOAM AGREEMENT

AGREEMENT, dated , 1959, between INTERNATIONAL

BANK FOR RECONSTRUCTION AND DEVELOHENT (hereinafter called the Bank),

!. nd CASSA PER OPERE STRAO1:DII\TARIiE. DI PUBBLICC INTERESSE NELL'ITALIA

NERIDIONAL (CASSA PER IL EZZOGIMXNO ) (hereinafter called the Borrower).



ARTICLE I

Loan Regulations; Special Definitions

Section 1.01. The parties to this Agreement accept all the pro-

visions of Loan Regulations No. 4 of the Bank dated June 15, 1956, subject,

however, to the modifications thereof set forth in Schedule 3 to this

Agreement (said Loan Regulations No. 4 as so modified being hereinafter

called the Loan Regulations), with the same force and effect as if they

were fully set forth herein.

Section 1.02. Except where the context otherwise requires, the

following terms have the following meanings wherever used in this Agree-

ment or any Schedule thereto:

(1) The term "Cassa" means Cassa per opere straordinarie di

pubblico interesse nell'Italia meridionale (Cassa per il

Mezzogiorno) established by Law io. 646 of the Republic of

Italy, dated the 10th of August 1950, as amended and supple-

mented.

(2) The term "Borrower" means the Cassa and also includes any

department or agency of the Guarantor which may be charged

by the Guarantor, upon dissolution of the Cassa or otherwise,

with the carrying out of the obligations of the Borrower here-

under.

(3) The term "Agency" means any political subdivision of the

Guarantor or any instrumentality of the Guarantor or of a

political subdivision of the Guarantor and shall include any
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institution or organization a majority interest in which

at the time referred to is owned directly or indirectly by

the Guarantor or a political subdivision of the Guarantor, or

all or substantially all of whose obligations are guaranteed

by the Guarantor or a political subdivision of the Guarantor,

or the operations of which are conducted primarily in the

interest of or for account of the Guarantor or a political

subdivision of the Guarantor, as the case may be.

(4) The term "SENN" means the Societa Elettronucleare Nazionale

"SEHN" per Azioni, a societa per azioni with legal domicile

in Naples.

(5) The term "Finelettrica" means Societa Finanziaria Elettrica

Nazionale per Azioni "FINELETTRICA".

(6) The term "SME" means Societa% Meridionale di Elettricit. "SIME".

(7) The term "SIP" means Societa Idroelettrica Piemonte "SIP".

(8) The term "Project Agreement" means the Agreement of even date

herewith between the Bank of the one part and SENN, Finelettrica,

SME and SIP of the other part, as the same shall be amended from

time to time by agreement between the Bank and the other parties

thereto.

(9) The term "Subsidiary Loan Agreement" means the Agreement referred

to in Section 5.06 of this Loan Agreement to be entered into

between the Borrower of the one part and SENN, Finelettrica, SME

and SIP of the other part, as the same shall be amended from

time to time with the consent of the Bank.
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ARTICLE II

The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on the terms

and conditions in this Agreement set forth or referred to, an amount

in various currencies equivalent to forty million dollars (440,000,000).

Section 2.02. The Bank shall open a Loan Account on its books in

the name of the Borrower and shall credit to such Account the amount of

the Loan. The amount of the Loan may be withdrawn from the Loan Account

as provided in, and subject to the rights of cancellation and suspension

set forth in, the Loan Regulations.

Section 2.03. The Borrower shall pay to the Bank a commitment charge

at the rate of three-fourths of one per cent (3/4 of 1%) per annum on the

principal amount of the Loan not so withdrawn from time to time, Such com-

mitment charge shall accrue from a date 60 days after the date of this

Agreement to the respective dates on which amounts shall be withdrawn by

the Borrower from the Loan Account as provided in Article IV of the Loan

Regulations or shall be cancelled pursuant to Article V of the Loan Regula-

tions.

Section 2.04. The Borrower shall pay interest at the rate of

per cent ( _ ) per annum on the principal amount of the Loan

so withdrawn and outstanding from time to time.

Section 2.05. Except as the Bank and the Borrower shall otherwise

agree, the charge payable for special commitments entered into by the

Bank at the request of the Borrower pursuant to Section 4.02 of the Loan



Regulations shall be at the rate of one-half of one per cent (1/2 of 1%)

per annum on the principal amount of any such special commitments out-

standing from time to time.

Section 2.06. Interest and commitment charge shall be payable semi-

annually on February 15 and August 15 in each year.

Section 2.07. The Borrower shall repay the principal of the Loan in

accordance with the amortization schedule set forth in Schedule 1 to this

Agreement.
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ARTICLE III

Use of Proceeds of the Loan

Section 3.01. The Borrower shall cause the proceeds of the Loan to

be applied exclusively to financing the cost of goods required to carry

out the Project described in Schedule 2 to this Agreement. The specific

goods to be financed out of the proceeds of the Loan shall be determined

by agreement between the Bank and the Borrower, subject to modification by

further agreement between them0

Section 3.02. The Borrower shall cause all goods financed out of the

proceeds of the Loan to be used exclusively in the carrying out of the

Project.

ARTICLE IV

Bonds

Section 4.01. The Borrower shall execute and deliver Bonds representing

the principal amount of the Loan as provided in the Loan Regulations.

Section 4.02. The President, any Vice President or the Director

General of the Borrower, and such person or persons as any of them shall

appoint in writing to act in his stead, are designated as authorized repre-

sentatives of the Borrower for the purposes of Section 6 .12(a) of the Loan

Regulations.
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ARTICLE V

Particular Covenants

Section 5.01 (a) The Borrower shall exercise every right and recourse

available to it to cause the Project to be carried out with due diligence

and efficiency and in accordance with sound engineering, financial and

business standards and practices.

(b) The Borrower shall, immediately upon the preparation thereof,

cause the plans, specifications, construction schedules and cost estimates

for the Project to be furnished to the Bank in such form and detail as

the Bank shall reasonably request and shall promptly cause any material

modifications therein to be furnished to the Bank.

(c) The Borrower shall maintain, or cause to be maintained, books, ac-

counts and records adequate to identify the goods financed out of the proceeds

of the Loan, to disclose the use thereof in the Project, to record the progresc

of the Project (including the cost thereof) and to reflect in accordance with

consistentlymaintained sound accounting practices the operation and financial

condition of the Project and the operations and financial condition of SENN.

The Borrower shall at the request of the Bank enable, or take such steps as

shall be necessary to enable, the Bank's accredited representatives to ex-

amine the sites, works and construction included in the Project, the operation

thereof, the goods, and any relevant records and documents; and shall furnish

to the Bank all such information as the Bank shall reasonably request con-

cerning the expenditure of the proceeds of the Loan, the Project and the opera-

tion thereof, the goods, and the operations and financial condition of SENN.

(d) The operations and transactions of the Borrower in connection with

the Project shall be accounted for by the Borrower separately from its other

activities.
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section 5.02. (a) The Bank and the Borrower shall cooperate fully

to assure that the purposes of thu Loan will be accomplished. To that

end, each of them shall furnish to the other all such information as it

shall reasonably request with regard to the general status of the Loan.

On the part of the Borrower such information shall include information

with respect to its operations and financial condition.

(b) The Bank and the Borrower shall from time to time exchange

views through their representatives with regard to matters relating

to the purposes of the Loan and the maintenance of the service thereof.

The Borrower shall promptlyv inform the Bank of any condition which inter-

feres with, or threatens to interfere with, the accomplishment of the

purposes of the Loan or the maintenance of the service thereof.

Section 5.03. It is the mutual intention of the Borrower and the

Bank that no other debt shall enjoy any priority over the Loan by way of

a lien on assets of the Borrower. To that end, the Borrower specifically

undertakes that, except as the Bank shall otherwise agree, if any lien

shall be created on any assets of the Borrower as security for any debt,

such lien shall ipso facto equally and ratably secure the payment of the

principal of, and interest and other charges on, the Loan and the Bonds,

and that in the creation of any such lien express provision shall be made

to that effect, provided, however, that the foregoing provisions of this

Section shall not apply to any lien created on property, at the time of

purchase thereof, solely as security for the payment of the ourchase

price of such property.
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Section 5.Oh. The Borrower shall pay or cause to be paid any and

all taxes, duties, charges or fees that shall be imposed on or in connection

with the execution, issue, delivery or registration of this Agreement, the

Bonds, the Project Agreement or the Guarantee Agreement, or that shall be

imposed by the Guarantor or by any Agency or by any taxing authority thereof

or therein upon this Agreement, the Bonds, the Project Agreement or the

Guarantee Agreement, or the registration thereof with any Agency or official,

or the payment of principal, interest or other charges thereunder. Such

principal, interest and other charges shall be paid without deduction for

and free of any and all such taxes, duties, charges and fees. This Section

shall not apply to taxation of any Bond, or payments made under the pro-

visions of any Bond, when the beneficial holder thereof, other than the

Bank, shall be an individual or corporate resident of the Guarantor.

Section 5.05. The Borrower shall cause SENN, Finelettrica, SME and

SIP punctually to perform all the covenants and agreements on their part

to be performed as set forthin the Project Agreement.

Section 5.06. (a) The Borrower shall enter into a loan agreement

(the Subsidiary Loan Agreement), adequate to protect the interests of the

Borrower and the Bank and satisfactory to the Bank, with SENN, Finelettrica,

SME and SIP concerning the financing, construction and operation of the

Project and the rights of the Borrower and the Bank with respect thereto.

(b) The Subsidiary Loan Agreement shall include inter alia provisions

which will enable the Borrower and the Guarantor to carry out their respec-

tive obligations under this Agreement and the Guarantee Agreement and shall
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include, without limitation: (i) the right to require that the proceeds

of the Loan be applied exclusively to financing the cost of goods required

to carry out the Project; (ii) the right to require that the Project be

constructed and operated with due diligence and efficiency and in accord-

ance with sound engineering, financial and business standards, including

the maintenance of adequate records; (iii) the right to inspect the sites,

works and construction included in the Project, the operation thereof, the

goods and any relevant records and documents; (iv) the right to obtain all

such information as the Bank or the Borrower shall reasonably request relat-

ing to any of the foregoing, to the operation and financial condition of the

Project, to the operations and financial condition of SENN and, to the

extent that such information shall relate to their ability to perform their

obligations under the Project Agreement and under the Subsidiary Loan Agree-

ment, to the financial condition of Finelettrica, SME and SIP. The Sub-

sidiary Loan Agreement shall also include an undertaking by SENN to per-

form its obligations under the Project Agreement and appropriate provisions

whereby further access by SENN to the proceeds of the Loan may be suspended

or cancelled by the Borrower, upon failure by SENN to carry out the terms

of the Subsidiary Loan Agreement.

(c) Except as the Bank shall otherwise agree, the Borrower shall

exercise its rights under the Subsidiary Loan Agreement in such manner as

to protect the interests of the Borrower and the Bank; and (except as afore-

said) the Borrower shall not amend, assign, abrcgate or waive any provision

of the Subsidiary Loan Agreement.
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Section 5.07. Unless otherwise agreed between the Borrower and the

Bank, if SENN shall repay, in advance of maturity, part, or all, of its

indebtedness under the Subsidiary Loan Agreement, the Borrower shall

repay, in advance of maturity, an equivalent amount of the Loan. To any

repayment by the Borrower in accordance with this Section, all the pro-

visions of the Loan Regulations relating to repayment in advance of maturity

shall be applicable to the extent that they are not inconsistent herewith.
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ARTIC1L VI

Remedies of the Bank

Section 6.01. (i) If any event specified in paraarnohs (a) or (b)

of Section 5.02 of the Loan Regulations shall occur and shall have

continued for a period of thirty days, or (ii) if any event specified in

paragraph (c) or (j) of Section 5.02 of the Loan Regulations shall occur

and shall have continued for a period of sixty days after notice thereof

shall have been given by the Bank to the Borrower, then at any subsequent

time during the continuance thereof, the Bank, at its option, may declare

the principal of the Loan ard of all the Bonds then outstanding to be due

and payable imnediately, and upon any such declaration such principal

shall become due and payable imediately, anything in this Agreement or

in the Bonds to the contrary notwithstanding.

Section 6.02. The following are specified as additional events for

the purposes of Section 5.02 (j) of the Loan Regulations:

(a) Circumstances shall have arisen which shall make it improbable

that an appropriate supply of nuclear fuel will be available for the

Project.

(b) The Letter of Intent between SEii and the International General

Electric Co., dated February h, 1959, or any extension thereof, shall have

terminated before a definitive contract between SENN and the General

Electric Co., or a subsidiary thereof, with terms as outlined in general

in said Letter of Intent, shall hav a become effective; or, before the

completion of its portion of the Project, the General Electric Co. or
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such subsidiary shall have permanently dibcontinued work on the Project

or shall have discontinued work on the Project for an unreasonable time

and in either event no other arrangement satisfactory to the Bank shall

have been made by SENN to complete the Project.
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ARTICLE VII

Effective Date; Termination

Section 7.01. The following events are specified for the purposes

of Section 9.01 (a)(ii) of the Loan Regulations:

(a) The Subsidiary Loan Agreement has been duly executed in form

satisfactory to the Bank and has become fully effective and binding upon

the parties thereto in accordance with its terms subject only to the

effectiveness of this Agreement.

(b) Arrangements satisfactory to the Bank have been made for the

supply of nuclear fuel for the Project.

(c) Except as the Bank shall otherwise agree, SENN has obtained all

necessary consents and approvals for the construction and operation of

the Project.

Section 7.02. The following are specified as additional matters,

within the meaning of Section 9.02(e) of the Loan Regulations, to be

included in the opinion or opinions to be furnished to the Bank:

(a) that, exceot as stated in such opinion, SENN has full power and

authority to construct and operate the Project and has all necessary

rights and powers in connection therewith and that all acts, consents,

validations and approvals necessary therefor have been duly and validly

performed or given;

(b) that the Project Agreement has been duly authorized or ratified

by, and executed and delivered on oehalf of, the parties thereto and
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constitutes a valid and binding obligation of the parties in accordance

with its terms;

(c) that the Subsidiary Loan Agreement has been duly authorized or

ratified by, and executed and delivered on behalf of, the parties thereto,

that all acts, consents, validations and approvals necessary under the laws

of the Guarantor to render said Agreement valid and effective have been

duly performed or given and that the said Agreement constitutes a valid and

binding obligation of the parties in accordance with its terms.

Section 7.03. A date 90 days after the date of this Agreement is

hereby specified for the purposes of Section 9.04 of the Loan Regulations.
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ARTICE VIII

liscellaneous

Section 8.01. The Closing Date shall be June 30, 1963.

Section 8.02. The following addresses are specified for the pur-

poses -of.Section 8.01 of tjic Lca. Rgulations:

For the Bank:

International Bank for
Raconstruction and Development

1818 H Street, N..
Washington 25, D.C.
United States of America

Alternative address for cablegrams and radiograms:

INTBAFRAD, Washington, D.C.

For the Borrower:

Cassa per il Hezzogiorno
Piazza dei Congressi N.20 (UJR)
Rome, Italy

Alternative address for cablegrams and radiograms:

CASiEZ, Rome

IN WITNSS WHEREOF, the parties hereto, acting through their repre-

sentatives thereunto duly authorized, have caused this Agreement to be

signed in their respective names and delivered in the District of Columbia,

United States of America, as of the day and year first above written.

INTERNATIONAL BANK FOR
RECONSTHUCTION AND DEVELOPMENT

By
President

CAS$A PER OPERE STRAORDINARIE DI PUB-
BLICO INTERESSE NELL 'ITALIA MERIDIO-
NALE (CASSA PER IL MEZZOGIOBNO)

President
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SChDIJLE I

Amortizntlori Schedule

Payment of Principal
Date Payment Due (exoressed in dollars)*

[ To be inserted 1

* To the extent that any part of the Loan is repayable in a currency
other than dollars (see Loan RcEgulations, Section 3.02), the figures
in this column represent dollar equivalents determined as for pur-
poses of withdrawal.
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Premiums on Prepaynent and Redemotion

The following percentages are specified as the preniums payable

on repayment in advance of maturity of any part of the principal amount

of the Loan pursuant to Section 2.05(b) of the Loan Regulations or on

the redemption of any Bond prior to its maturity pursuant to Section 6.16

of the Loan Regulations:

Time of Prepayment or Redemption Premium

' To be inserted 3
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SC-EDUiLE 2

Description of Project

The Project consists of a complete nuclear power station (the

Garigliano Nuclear Power Station), to be locpted at S. Venditto approx-

imately 7 kilometers from the mouth of the Garigliano River in Southern

Italy, of the type generally described as a boiling water cooled and

moderated, enriched uranium fuelled, nuclear power reactor, having the

following performance characteris tics:

Gross generator output 160,000 KW
Net electric output 150,000 nW
Reactor Power 507,800 mW
Net Plant heat rate 11,553 T/KWH
Reactor Pressure 1,015 psia
Secondary steam generator pressure 500 psia

SENN has entered into a letter of intent with the International

General Electric Conpany covering in general terms the design and supply

of the nuclear portions of the plant. The International General Electric

Company has informed SENN that there is a reasonable prospect that reactor

power may be increased by approximately 50% and accordingly the Project

may include certain oversized components to permit the later installation

of additional turbogenerator facilities which are not, however, included

in the Project.

The Project also includes the necessary turbogenerator and conven-

tional power plant equipment, the civil works necessary for the complete

station, a related prinary step-u. autstation, approiiriately 100 kilo-

meters of single circuit 220 KV transriseion lines conn.cting the power
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station to the substations at Ceprano and Fratta Maggiore, the fabrication

and installation of the first core of the reactor and the fabrication of

certain spare fuel elements, spare parts for the complete station, and the

engineering and administrative work necessary during the design and con-

struction period.

The date on which the Project is expected to be available for the

supply of electricity is June 30, 1963.



- 20 -

SCHEDULE 3

Modifications of the Loan Regulations

For the purposes of this Agreement the provisions of Loan Regulations

No. 4 of the Bank, dated June 15, 1956, shall be deemed to be modified as

follows:

(a) Section 2.02 is deleted.

(b) The second sentence of Section 3.01 is amended to read as follows:

"The proceeds of the Loan shall, to the extent that the Bank

shall so elect, be withdrawn from the Loan Account in the several

currencies in which goods are paid for; except that with respect

to goods paid for in the currency of the Guarantor or acquired

from sources within the territory of the Guarantor such with-

drawals may, to the extent that the Bank shall so elect, be made

in any convertible currency selected by the ank,"

(c) The following sentence is added to Section 3.05:

"If a withdrawal is applied for on account of expenditures in

the currency of the Guarantor, the value of the currency of the

Guarantor in terms of the currency or currencies to be withdrawn

shall be as reasonably determined by the Bank."

(d) The second sentence of Section 4.01 is amended to read as follows:

"Except as shall be otherwise agreed between the Bank and the

Borrower, no withdrawals shall be made on account of (a) expend-

itures prior to the Effective Date or (b) expenditures in the

territories of any country (other than Switzerland) which is not
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a member of the Bank or for goods produced in (including services

supplied from) such territories."

(e) The last paragraph of Section 5.02 is amended to read as follows:

"The right of the Borrower to make withdrawals from the Loan

Account shall continue to be suspended until the event or

events which gave rise to such suspension shall have ceased

to exist or until the Bank shall have notified the Borrower

that the right to make withdrawals has been restored, whichever

is the earlier; provided, however, that in the case of any such

notice of restoration, the right to make withdrawals shall be

restored only to the extent and subject to the conditions

specified in such notice, and no such notice

shall affect or impair any right, power or remedy of the Bank in

respect of any other or subsequent event described in this Section."

(f) Section 6.17 is amended by inserting the words "or the Project

Agreement" after the words "the Guarantee Agreement".

(g) Sections 7.01 and 7.02 are amended to read as follows:

"Section 7.01. Enforceability. The rights and obligations of

the Bank, the Borrower and the Guarantor under the Loan Agreement,

the Project Agreement, the Guarantee Agreement and the Bonds shall

be valid and enforceable in accordance with their terms notwith-

standing the law of any state, or political subdivision thereof,

to the contrary. Neither the Bank nor the Borrower nor the

Cuarantor shall be entitled in any proceeding under this Article
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to assert any claim that any provision of these Regulations or

of the Loan Agreement, the Guarantee Agreement, the Project

Agreement or the Bonds is invalid or unenforceable because of

any provision of the Articles of Agreement of the Bank or for

any other reason.

"Section 7.02. Obligations of Guarantor. The obligations of

the Guarantor under the Guarantee Agreement shall not be dis-

charged except by performance and then only to the extent of

such performance. Such obligations shall not be subject to

any prior notice to, demand upon or action against the Borrower

or SENN or to any prior notice to or demand upon the Guarantor

with regard to any default by the Borrower or SENN, and shall

not be impaired by any of the following: any extension of

time, forbearance or concession given to the Borrower or SEWN;

any assertion of, or failure to assert, or delay in asserting,

any right, power or remedy against the Borrower or SENN or

in respect of any security for the Loan; any modification or

amplification of'the provisions of the Loan Agreement or of the

Project Agreement contemplated by the terms thereof; any modi-

fication or amplification of any other document related to the

Loan or related to any security therefor; or any failure of the

Borrower or SEN: to comply with any requirement of any lw,

regulation or order of the Guarantor or of any political sub-

division or Agency of the Guarantor."
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(h) Section 7.03 is amended by inserting the words "or Project

Agreement" after the words "Guarantee Agreement".

(i) Paragraph 6 of Section 10.01 is amended to read: "The term

'Guarantor' means the Republic of Italy."

(j) Paragraph 14 of Section 10.01 is amended to read as follows:

"The term 'external debt' means any debt payable in any medium

other than currency of the Guarantor, whether such debt is or

may become payable absolutely or at the option of the creditor

in such other medium."



DRAFT

July 23, 1959

[ Letterhead J

[ Date 3

International Bank for
Reconstruction and Development

1818 H Street, N.W.
Washington 25, D.C.

Gentlemen:

With reference to the Project Agreement of even date between

the Bank and SENN, Finelettrica, SdE and SIP, we wish to inform you that

SENN will conduct its operations in accordance with sound business

principles in order to ensure, within the framework of the legislative

provisions on electricity, a sound financial position, not only in

respect of covering its operating expenses (including duties, taxes and

interest), but also in the setting up of funds for depreciation, maintenance

and renewals adequate to meet both amortization requirements and possible

larger needs for technical and economic depreciation.

Very truly yours,

SOCIETA' ELETTRONUCLEARE NfZIONALE "SEN"
PER AZIONI

By:__ __ _ __
President



CaTFIDENTIAL DRAFT
(Subject to Change)
July 22, 1959 1T

C LASSI FI E D

PROJECT AGRETENT JUL 2 9 2013

(SENN Nuclear Power Project) WBGARCHVES

between

INTERNTIOAL 1,I,!NK FOR RECONSTRUCTION
AND DEVELOPENT

and

SOCIETA' ELETTROUCLEi- IAZIONALE "SENN"
PER AZIONI

and

SOCIETAI FINANZIAA ELETRICA YAZIONALE
PRAZIONI "FINELETTICA"

and

8OCIETA fMERIDIONALE DI ELETTICITAI "5E"

and

SOCIETV IDROELETTRICA PIE1ONTE "SIP"

Dated 1959



PROJECT AGREEDIEM

AGREEIENT, dated , 1959, between INTERIATIONAL "ANK

FOR RECONSTRUCTION AND DEVELOPMIT (hereinafter called the Bank) of the one

part and SOCIETA ELETTRONUCLEARE NAZIONALE " SENN" PER AZIONI (hereinafter

called SENN), SOCIETAt FINANZIARIA ELETTRICA NAZIONALE PER AZIONI (hereinafter

called Finelettrica), SOCIETA' HERIDIONALE DI ELETTRICITAt (hereinafter called

SME) and SOCIETA' IDROELETTRICA PIEMONTE (hereinafter called SIP), of the other

part.

WHEREAS by agreement of even date herewith between the Bank and

Cassa per opere straordinarie di pubblico interesse nell'Italia meridionale

(Cassa per il Mezzogiorno) (hereinafter called the Borrower), which agreement

and the schedules and loan regulations therein referred to and incorporated,

together with any changes which may be made therein in accordance with the

provisions thereof, are hereinafter called the Loan Agreement, the Bank has

agreed to make a loan to the Borrower in various currencies in an amount

equivalent to forty million dollars ($,000,000) on the terms and conditions

set forth in the Loan Agreement, to be re-lent to SEITTN, but only on condition

that SENN, Finelettrica, SME and SIP agree to undertake certain obligations

to the Bank as hereinafter provided; and

WHEREAS SENN, Finelettrica, SHE and SIP have agreed to undertake the

obligations hereinafter set forth;

NOW THEREFORE the parties hereto hereby agree as follows:

ARTICLE I

Definitions

Wherever used in this Agreement, unless the context shall otherwise

require, the several terms defined in the Loan Agreement (as above defined)
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shall have the respective meanings therein set forth.

ARTICLE II

Particular Covenants of SENN

SENN hereby covenants as follows:

Section 1. SENN will carry out the Project with due diligence and

efficiency and in accordance with sound engineering and financial standards.

Section 2. SENN will, irimediately upon the preparation thereof,

furnish to the Bank the plans, specifications, construction schedules and cost

estimates for the Project in such form and detail as the Bank shall reasonably

request. Any material modifications or changes in such plans and specifications

will be promptly furnished to the Bank.

Section 3. SENN will maintain books, accounts and records adequate to

identify the goods financed out of the proceeds of the Loan, to disclose the

use thereof in the Project, to record the progress of construction and the

results of operation of the Project, and to reflect in accordance with

consistently maintained sound accounting practices the operations and financial

condition of SENN.

Section 4. SEN1W will furnish or cause to be furnished to the Bank

all such information, at such times, in such form and in such detail as the

Bank shall reasonably request, relating to expenditures on the Project, the

progress of construction of the Project, the operation of the Project, the

goods, and the operations and financial condition of SENN.

Section 5. SENN will enable accredited representatives of the Bank

to inspect the sites, works and construction included in the Project, the goods,

and any other properties or equipment owned or operated by SENN; to examine

any books, accounts, records, contracts, orders, invoices, studies, reports or
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other documents relating to expenditures for the Project or to the progress of

construction, maintenance and results of operation of the Project or otherwise

to the operations and financial condition of SETJNN.

Section 6. SENN will at all times operate its business and maintain,

renew, repair and operate its plants, machinery, equipment and property,

including the Project, all in accordance with sound engineering, financial

and public utility standards and practices.

Section 7. In order to carry out this Agreement it is necessary that

the corporate existence of SENN and its right to carry on operations be main-

tained, and that (except as the Bank shall otherwise agree in writing) all

rights, powers, concessions, privileges and franchises necessary for the

conduct of its business and for the construction and operation of the Project

be acquired, maintained and renewed.

Section 8. In order that the Bank and SENN may cooperate to the

fullest extent in assuring that the purposes of this Agreement shall be

accomplished:

(a) SENN will promptly inform the Bank of any condition which

prevents, or threatens to prevent, the performance by SE TN of its obligations

under this Agreement or the Subsidiary Loan Agreement.

(b) Each party to this Agreement shall, from time to time, as any

other party shall reasonably request, afford such other party all reasonable

opportunity for exchanges of views between their respective accredited

representatives in regard to any and all matters relating to the Project and

the matters covered by this Agreement and the Subsidiary Loan Agreement.

Section 9. SEN will, as soon as practicable, and, unless the Bank

shall otherwise agree, in any event within 60 days after the date of this

Agreement, enter, together with Finelettrica, SME and SIP, into an agreement



(the Subsidiary Loan Agreement) with the Borrower providing for the terms and

conditions on which the Borrower will finance the Project. Such agreement and

ax arrangements necessary therewith will comply with the requirements of the

Loan Agreement and include an undertaking by SENN, Finelettrica, SHE and SIP

to the Borrower to perform their respective obligations under this Agreement.

Section 10. Except as the Bank and the Borrower shall otherwise agree,

SENN (i) will not amend its charter and (ii) will not repay any shareholders'

advances provided for the construction of the Project.

Section 11. SENN will insure against such risks and in such amounts

as shall be appropriate in the circumstances for a plant of the character of the

Project and, except as the Bank shall otherwise agree, SENN will insure or

cause to be insured the goods to be used for the construction and operation of

the Project against risk incident to their purchase and importation into the

territory of the Guarantor and the delivery thereof to the site of the Project.

Section 12. SENN will do everything necessary to carry out its

obligations under this Agreement.

ARTICLE III

Provisions Relating to Finelettrica, SE and SIP

Section 1. Finelettrica, 91E and SIP unconditionally guarantee,

jointly and severally, the due and punctual performance by SENN of all the

covenants and agreements on the part of SENN to be performed under this

Agreement and under the Subsidiary Loan Agreement. If Finelettrica, SIE or

SIP are required to provide funds to SENN under this Article, such funds shall

be provided as capital or as shareholders' advances.

Section 2. Finelettrica, SIE and SEP shall join in the Subsidiary

Loan Agreement as sureties, granting joint and several suretyship for the due



and punctual performance of all the obligations of SIENN to be performed

thereunder.

Section 3. Finelettrica, SPTE and SIP shall cause the Project to be

constructed and operated with due diligence and efficiency and in accordance

with sound engineering, financial and business standards, acting in SENN's

stead in the fulfillment of all obligations under the present Agreement and the

Subsidiary Loan Agreement in the event that SENN should not fulfilsuch obliga-

tions.

Section h. Finelettrica, SITE and SIP shall give to the Bank such

information as the Bank shall reasonably request relating to their financial

condition to the extent that such information shall relate to their ability to

perform their obligations under this Agreement and under the Subsidiary Loan

Agreement.

Section 5. The obligations of Finelettrica, SME and SIP under this

Agreement shall not be impaired by: (i) any extension of time or forbearance

given by the Bank or the Borrower to SENN; or (ii) any assertion of, or failure

to assert, any right or remedy of the Bank or Borrower against SENN, provided

that no such extension of time, or forbearance, or assertion of, or failure to

assert, ary such right or remedy, shall be deemed to impair the rights of

Finelettrica, SHME and SIP against SEN.

ARTICLE IV

Loan Agreement

The obligations undertaken by SENN, Finelettrica, SME and SIP in

this Agreement shall not in any way prejudice the powers of the Borrower pursuant

to Section 5.06 of the Loan Agreement.
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ARTICLE V

Effective Date; Termination

Section 1. This Agreement shall come into force and effect on the

date when the Loan Agreement and the Guarantee Agreement shall become effective

as provided in the Loan Agreement.

Section 2. This Agreement shall terminate and the obligations of the

parties hereunder shall cease and determine: (i) if, pursuant to Section 9.04

of the Loan Regulations, the Bank shall terminate the Loan Agreement; (ii)

if the requirements set forth in Section 9 of Article II and Section 2 of

Article III hereof shall not be complied with and the Bank shall notify SENN

of its election to terminate this Agreement; (iii) by agreement between the

Bank, the Borrower and SEITN; or (iv) if and when all principal, interest and

other sums payable by SENN, Finelettrica, SHE and SIP under the Subsidiary Loan

Agreement shall have been paid.

ARTICLE VI

Miscellaneous Provisions

Section 1. No holder (other than the Bank) of any Bond shall by virtue

of being holder thereof be entitled to exercise any of the rights conferred, or

be subject to any of the conditions or obligations imposed, upon the Bank under

this Agreement.

Section 2. Any notice, demand or request required or permitted to be

given or made under this Agreement shall be in writing and shall be deemed to

have been duly given or made when it shall be delivered in writing or by

telegram, cable or radiogram to the party to which such notice, demand or reques

is required or permitted to be given or made at its address hereinafter

specified, or at such other address as such party shall have designated by



notice in writing to the party giving or making such notice, demand or request.

The addresses so specified are:

(a) For the Bank:

International Bank for Reconstruction
and Development

1818 H Street, "T.W.
Washington 25, D.C.
United States of America

(b) For SENF:

SocietA Elettronucleare Fazionale "SENN"
per Azioni

Via Torino, 6.
Roma
Italia

(c) For Finelettrica:

SocietA Finanziaria Elettrica Nazionale
Via Aniene, 14
Roma
Italia

(d) For SKE:

SocietA Meridionale di Elettricit
Via P.E. Imbriani, 42
Napoli
Italia

(e) For SIP:

Societ& Idroelettrica Piemonte
Via Bertola, 40
Torino
Italia

Section 3. This Agreement may be executed in several counterparts,

each of which shall be an original and all collectively but one instrument.

Section 4. SENN, Finelettrica, SE and SIP shall each furnish to the

Bank sufficient evidence of the authority of the person or persons who ill,

on its behalf, take any action or execute any documents required or permitted
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to be taken or executed, pursuant to any of the provisions of this Agreement,

and the authenticated specimen signature of each such person.

IN WITNESS WHEREOF, the parties hereto, acting through their

representatives thereunto duly authorized, have caused this Agreement to be

signed in their respective names and delivered in the District of Columbia,

United States of America, as of the day and year first above written.

INTER1ATI OAL WJNK FOR RECONSTRUCTION
AND DEVELOP1TT

President

SOCIETA' ELETTRONUCLEARE NAZIONALE "SENN"
PER AZIONI

By
Authorized Representative

SOCIETAI FINAZIARIA ELETTRICA NAZIONALE
PER AZIONI "FINELETTRICA"

By
Authorized Representative

SOCIETA' MERIDIONALE DI ELETTRICITA' "SME"

By
Authorized Representative

SOCIETA' IDROELETTRICA PIEKONTE "SIP"

By
Authorized Representative
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0. Fin.n

For the updting of the TG report oould you p measo got information
an Vw fooing two pints during yotr visit to Ramos

1. The basis for aulatsl of pqVnaasto b tbo wsioA sm to
cover operational costs of MM;

2. Balance thets and wprall finnaial position of M1P and
n1*attrica. Far Vi1ttari thw Zate t r-w avalab

in the &amL is as of um 3)o, 3958. rar 7 s we ws the.
doils of their position as of Decmber 3., 295w and it

would be usefe2 If we oouIA got the fixan position at th
two othor oaqpanim as of Us some - t.

You shwA a1U a run through the main itim of the bamm she&tU
of SIP and Finelett'ics vit BdandM - I = inurested in
Pwn-MAler in getting reaUIAO figures for total "sets amd nt
waft& of the cmards, aW for SIP allo thw pre Iint el of
gross az=,a3 rew rmaa

3. EPftewnt oil fuel pr'os in Italy and amnmit of twj

k.Revize, shareholde participatiom in sm.s &v4 pasese int,
PAnasttrica dhwok attached Uist.

Attachwmnt.
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OFFICE MEMORANDUM
TO: Files DATE: June 11, 1959.

FROM: Corbin Allardice ,

SUBJECT: SELN Nuclear Powe' Project and ExIm Bank

In the course of my stay in Stresa (May 9-14) as a participant
in the OEEC Conference on nuclear matters, I had an opportunity to talk

with Professor Matteini, Ing. Forcella of the CNRN, and Fred Consolo of

Euratom.

Ing. Forcella informed me that he had learned that a vice president
of the ExIm Bank and Mr. Lynch of the ExIm Bank had arranged an interview in

Rome a week or two before with Professor atteini. Ing. Forcella reported
that the vice president of ExIm Bank had suggested to Professor Matteini
that the SENN plant be financed by the ExIm Bank through Euratom. He
added that the conference had been arranged through the president of the
Italian organisation IMI with which, interestingly enough, Professor Matteinits
son-in-law, Count de Marco, is an official.

I then spoke to Professor Matteini at length. He also reported the
visit of the ExIm Bank officials and said that after receiving this visit he
made calculations of the desirability of the ExIm Bank route 0ersus the
World Bank route and had come to the conclusion that it was/some attraction.
The costs of money in Italy at the present time are rather low, and the 60%
of the capital which the Italians would have to provide would be at such a
rate as to offset the disadvantage of borrowing only 40% from ExIm. He
said that he reported this conversation to Ing. Bianchi who immediately,
according to Professor Matteini, told him not to repeat it to the Board.

In discussions with Fred Consolo, I learned that the EWIm vice president
who had been present in Europe around the time of the reported discussion by
the ExIm and Professor Xatteini in Rome, was Mr. Stambaugh, accompanied by
Mr. Iynch. He said they had been in Brussels to discuss the Euratom arrange-
ment around that time. He said he did not know they had gone to Rome and
was considerably exorcised over the matter. He said Euratom would take badly
the intervention of the ExIm Bank directly with possible borrowers in the
community since it was clearly the policy that ExIm's contact with proposed
projects should be only through the Joint Selection Board, which would be set
up in Brussels. He reported further that when Professor atteini had had
discussions with the Euratom organisation in late March-early April, President
Hirsch And Commissioner de Groote had impressed upon Professor Matteini the
view that SENN should continue its relationship with the World Bank and look
to that organisation for financing of the capital costs of the plant. Mr.
Consolo reported in confidence that the overall Euratom program seemed to be
dragging. The joint French-Belgian project on the Heuse River, he had
learned that day, would be delayed, as a minimum one year, and that the joint
Belgian-Dutch project proposed to be built near Mols, Belgium, was also to be
delayed a year or more. Thus, he said other than the possibility (of dubious
probability) that a German utility group would request financing under the
Euratom ExIm program this year, SENN would be the only nuclear station to
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begin construction in Europe which would meet the criteria of Euratom.
Thus, in his opirion, (in which I concur) the ExCIm Bank would have considerable
embarrassment if in this first year of the program the SENN plant were not
financed by it. He repeated his personal feeling that the suggested financing,
however, by EcIm Bank of the SENN project would receive a chilly treatment at
Euratom.

ADDENDUM: On May 28, six utility groups filed letters of intent with
Euratom: SENTI; the French-Belgian group; a Berlin group; a Hanover group;
and EDF which retained the right to file later as did a Dutch group.. Both
of the latter two are not to be completed until 19b5. Of all these, in
my opinion, only SENN is ready to proceed forthwith. The others are still
problematical.



Mr. Eusen. R, Blak Juo 5, 1959

6. R. CP*

It!q. - sAu Nwlsar Power Pwo6jt

I attach a brief umiorandua an the abve subjes$.

SRCope :umr

cc: Mr. J. Burke Knapp



SB Nuolear Power Projeot

1. The Bank has been aotively considering the application of nuclear
power on a comeroial sale since 1955.

2. As a result of studies made within the Bank, it was decided in
1956 that Italy was a likely oountry where nuclear power night have early
commercial application and the Italian Government was given to vaderstand
that, if a study resulted in a project suitable for Bank finanaing, it
would be sympathetioally considered. In 1957 it was agreed betvaen the
Bank and the Italian Goverment that a joint study would be undertaken
for the examination of a large nuclear power station to be established by
SUNM in Southern Italy. The oost of this study was shared by the Bank,
the Italian Goverument, and SIN.

3. From November 1957 to August 1958, an International Panel of nuclear
seientists worked on the study and reviewed the tenders of nine bidders.
The conlusions of the panel together with SUi s own studies formed the
basis for the eventual selection of the tender put forward by International
General Electrie.

4. In September and October 1958, a Bank mission in Row diswussed the
financial and technical aspects of the USV project awd an appraisal of
this project was submitted to the Management of the Bank in Anuary 1959.

5. Sine then negott~ins have taken place in Washington and in Rome
with a view to making a loan of $40 million for the project. The total
cost of the project is now estimated at about $66 million and preliminary
estimates indieate that about 50 to 60% of the expenditures will be in
U.S. dollars. Further negotiations are to take place in Rome in about
two weeks' time which should result in the drawing up of the final loan
documents.

6. In a letter dated M 18, 1959, SUNX informod the Bank that to meet
the necessary deadline of Nay 2 a formal appliation had been filed vith
RUWATN for the finanoing of the SUN project.

June 4, 1959
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Ebtract from "The Probable Impact of Atomic Energy on the World
Petroleum Industry", a paper presented by Mr. Robert E. Wilson at the
199 Fifth World Petroleum Congress.

(Mr. Wilson is a member of the General Advisory Committee to the U.S.
Atomic Energy Commission; retired Chairman of the Board, Standard Oil
Company (Indiana).)

The recent action of the SENU group of power companies in Italy,
at the instigation, and with the help of the World Bank, has been
particularly gratifying, and might well serve as a model for future
projects in European countries. In the first place, they let the
contract on the basis of real international copetitive bids. These
were analyzed very carefully by a study group, which was largely Italian,
and an international panel of nuclear experts selected by the Bank.
The size of the project -- 150,000 KW -- was large enough so that the
project would not be too far from economic, and it was important
enough as a precedent that there were many competent bidders. I happen
to know that some of them, at least, really got out their sharp pencils
and were willing to take chances on actually losing money on account
of the prestige involved. Americans were glad to note that the
competition was won by an American company (G.E.) and that the reactor
type chosen was a boiling-water enriched-uranium developed in this
country.



MEMORANDUM

On

SENN Nuclear Power Project

November 15, 1956. Mr. Black wrote to the Italian Ambassador suggesting
that a cooperative study of the development of nuclear power in Italy
should be carried out by the Bank and by the Italian Goverment. This
study was later to become known as Project MJ6I.

March, 1957. A Bank mission visited Italy to discuss details of Project
E!MI.

April 16, 1957. Mr. Black wrote to the Italian Ambassador proposing
definite arrangements with the Italian Goverment for Project E1I and
outlined a program for the joint study.

June 12, 1957. The Italian Goverment informed the Bank of its agreement
with the above proposal.

July, 1957. As a consequence, a Bank mission went to Rome and there agreed
with the Italian Goverment that Project ENSI would be devoted to studying
a large nuclear power station in Southern Italy to be constructed by SENN
(Societa Elettronuclear Nazionale).

September, 1957. Bank mission in Rome to help implement Project E=OI.

November, 1957. International Panel to serve on Project EI is selected
and commences work on the invitations to bid.

July 1. 1958. International Panel reviews tenders of nine bidders.

August, 1958. International Panel issues its provisional report.

September 251 1958. SENN announces that as a result of the international
catpetition for a nuclear power plant, it had selected the bid of Inter-
national General Electric.

September - OWtober 1958. Bank mission in Italy discusses financial and
technical aspects of SEEN project and prepares technical appraisal.

January 20, 19591 SLC considers TC) appraisal of SENN project and agrees
Bank should inform Italian GovernmentSENN and Cassa that it would be
prepared to begin negotiations in March.

February 4, 1959. Letter of Intent issued by International General Electric.

March 9, 1959. Letter of Intent becomes effective.

March, 1959. Bank mission in Rome holds conversations with SENN on SENN-
Shareholders' Agreement.
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April 23, 24, 1959. Conversations in Washington with Professor Pescatore,
representing Cassa and Dr. Bianchi, representing SENN at which draft
Loan, Guarantee and Project Agreements were discussed and also the SENN-
Shareholders' Agreement.

May 7. 1959. Draft Loan Documents sent to Cassa and SENN.

May 12, 1959. Letter from Cassa suggesting suretyship provisions by
major shareholders in place of SENN-Shareholders' Agreement. Postscript
by Professor Pescatore states "I learn now that the meeting of SENN
Shareholders held yesterday has resolved to apply to EURATOM for financ-
ing, as the deadline for submitting applications expires on May 28.
SENN considers the EURATOM procedure as an alternative to our financing."

May 18, 1959. Letter from SENN (Bianchi) suggesting suretyship by three
main shareholders in lieu of SENN-Shareholders ' Agreement because of
probable $5 million tax if SENN-Shareholdersa Agreement were registered.
In this letter Bianchi stated "On this occasion, I deem it my duty to
point out that, considering the unextendable deadline for the presenta-
tion of a Letter of Intent (which is in no way a commitment with EURATOM)
to the end of benefiting by the EURATOM-tUAEC agreements, we are going to
submit a formal application which involves a possible alternative in the
regrettable hypothesis that the Bank could not take into consideration
our points."

May 28, 1959



No.2%. May 26, 1$99

Dear Sid: \

It was good to hear from you and to learn youW wk
well. Not that I med to ten you, but every time I go to Ita3y'
your friends ask for you - from Gino through Pescatore. It nust a
great satisfaction to know you have so many friends in Italy.

SM goes well as far as the nuclear side of things inconcerned.
The financing has been put off until September (because they don't need the
money) and is being recast with a suretyship loan (SM,, SIP and Finlettrica)
rater than a power contract loan. This is due to a pemlar registration
tax (typically It ani) which would require a fee of about $5,0O00,00 to be
paid to make the power contract enforceable. It had been thaght that
Cassa, by being a pmvty to the contract, would remove or dbinish to hande-
able prop rions the registration tax. But the ItaJan Attrney Oenira17
says 'No' I And we are now reshaping the loan documnts accordingly. I
don't think we will have azW trouble and hope to conclude negotiations in
June, with signing in mid-5eptmber.

I am enclosing a copy of the Panel's Suinaray Report which has been
well received all ver. Uren DEL Pierson (Secretary of U.K.AE) s.id it
was an objecti7-mand unbiased piece of work. You will remember that he ws
the one who said no one could be unbimsed I

Anyway, we've escaped censure of ar7 kind and the Italians have a
good deal, which was what you and I set out to do I

All the best to the famd3y,
As ever - Cordial2y,

CorIh Mi0

Corbin Allardice

Mr. S. P. Wheelock,
Technical Bureau,
Plan OrganizatioN
Tehran, Iran.

Attacbuint.
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OFFICE MEMORANDUM
TO: Mr. S. R. Cope DATE: May 2,, 1959

FROM: G. Stewart Mason

SUBJECT: ITALY - SENN Nucle Power Project

1. After the negotiations in Washington on April 23 and 24 with Pro-
fessor Pescatore representing the Cassa, and with Dr. Bianchi representing
SENN, we sent a letter to SEN and to the Cassa with draft Loan and Project
Agreements embodying changes madA during these discussions. In answer we
received a letter dated May 12 rom/Professor Pescatore, copy of which hasP en sent to you, and which is the subject of my memorandum to Files of
May 18. An answer, dated May 18,'\4w now been received from Dr. Bianchi,
a translation of which has been forwarded to you.

2. This letter was discussed at a Working Party meeting this morning
at which we had the benefit of the presence of Mr. Allardice, who was given
the letter just before he left Rome. Mr. Allardice was present at two
meetings of SENN in Rome where the contents of the letter were discussed.
The letter in itself is not very clear but with Mr. Allardice 's explanations,
SENN's intent may be summed up as follows:

Application to EURATCK

3. We are now under notice from SENN (as well as from the Cassa) that
SENN has made an application to EURATOM for a loan for this project. It
would seem, however, that this application has only been made by SENN a)
because an application had to be made before May 28 if it were to be made
at all; b) to fall back on if negotiations with the Bank were to fail for
any reason. If in fact this is so, the Bank should not be deterred for
this reason from further negotiations, but it might be advisable for the
Bank to inform EURATOM and the Ex:-Im Bank that we are going forward with
negotiations with SENN on an exclusive basis.

Interest Rate

4. Though complaining about the high interest rate now being charged
by the Bank, i.e., 6%, against the expected 5-3/4%, we assume that a 6%
rate of interest would not be a stumbling block to the completion of the
Loan Agreement, but we should make sure on this point before undertaking
further negotiations.

Agreement with Shareholders

5. The present form of agreement between SENN and its shareholders was
discussed at our meetings in Washington. Under it all the shareholders of
SENN were responsible for all of the capital and operating costs of SMN
(including a substantial payment to depreciation reserve of an average
annual amount equivalent to $3.9 million) and were obliged to take the
power produced by SNN. This agreement is now said to be unacceptable to
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SENN because it would, in the opinion of their lawyers, involve SENN in
the payment of a registration tax of about $5 million. As an alternative,
SENN now proposes to do away with this agreement and in its place pro-
poses to add provisions to the SENN-assa Agreement and to the Bank's
Project Agreement whereby the two main shareholders of SENN (SME and SIP)
and Finelettrica, which has a substantial interest in most of the other
shareholders, would join as sureties granting joint and several surety-
ship for the due and punctual performance of all the obligations of SENN
to the Bank and the Cassa under these agreements. The three shareholders
would be prepared to give a positive undertaking to the Bank in the Proj-
ect Agreement that they would supply all capital necessary for the com-
pletion of the project and would operate the project. In this case the
registration tax would be avoided. It seems possible that legal phrase-
ology in the Project Agreement and in the SENN-Cassa Agreement could be
worked out which would be acceptable to the Bank. It seemed to the Work-
ing Party that the guarantee of the two main shareholders and Finelettrica,
which has a substantial interest in most of the other shareholders, would
be as acceptable as the guarantee of all the shareholders.

Depreciation Fund

6. SN is apparently willing to set aside a substantial depreciation
reserve but objects to being limited to investments in the direct obliga-
tions of the Republic of Italy. It wishes to be able to invest in the
expansion of its own plant (which we have always foreseen) and in asso-
ciated power plants economically integrated with the operation of the
SENN plant. This objection is quite unclear as we do not know, firstly,
whether SENN will accept the veto of the Bank, i.e., that without the
consent of the Bank SENN would not undertake any construction in addition
to the project. I would think it would be essential for the Bank to
retain this right in order to control SENN. Secondly, we do not know
whether SNN wishes to invest all its funds in other construction or if
it is willing to keep a liquid reserve and if so, how much. Thirdly, we
do not know what SENN means by liquid. If, as Allardice advises us, SENN
wishes to invest its funds with Finelettrica and if Finelettrica is will-
ing and can effectively take a demand deposit, I would think the Bank
should regard this as a liquid investment and not insist on investment
in the obligations of the Republic of Italy to the exclusion of any other
investment of a demand deposit nature.

7. It is the feeling of the Working Party that the whole question of
the amount of depreciation and reserves to be set aside by SENN should
be re-examined, as we believe this is the most difficult question to be
resolved and it is one on which SNN is now taking a strong stand. If,
as we believe, the Bank must retain a right to veto any new construction
of SENN, two questions might be considered as follows:

i) In view of the full guarantee of the three shareholders whose
liquid reserves are far in excess of any reserves which SENN
can build up, is it indeed necessary for SENN to build up
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reserves of the amount originally contemplated in the TO
report?

i) If we do believe that notwithstanding this guarantee of the
three main shareholders a substantial liquid reserve should
be built up, what should the Bank be prepared to consider as
an adequate level and what should be considered as liquid?

When I hear from you on this subject, I shall draft a letter in
reply to Dr. Bianchi's letter of May 18.

GSYAsonsvmc

cc: Mr. Lejeune Mr. Allardice
Mr. Cavanaugh Mr. Wenzell
Mr. Scott Mr. Collier/Mr. Ucerler
Mr. Finne



FORM No. 57
(5-48) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: FIES DATE: May 18, 1959

FROM: G. Stewart Mason

SUBJECT: - S proj t Letter from Professor Pescatore

1. A!e'orking Party met this morning to consider a letter dated
May 12 received from Professor Pescatore with regard to the proposed
loan to SENN. They felt that the most important matter was the post-
script in which Professor Pescatore stated that at a meeting of SENN
Shareholders, a decision had been reached to make an application to
EURAT04 for a loan for the SENN project.

2. The Working Party felt that since this information had been
given by the Cassa the Bank should await direct word from SENN on this
point. SENN should make clear its purpose in making the application.
For example, would SENN merely wish to have a second string to its
bow in case negotiations with the Bank failed or would SENN wish to
drop negotiations with the Bank in view of the more favorable interest
rates obtainable from EURATC. In this connection, it should be
noted that EURATOM can only supply 40% of the cost of any one project.
Since the total cost of SENN is $66 million, EURATOM would only be
able to supply financing for about $26.5 million. But this amount
could be supplied at an interest rate of 4 1/2 with amortization to
take place over 15 years beginning one year after the completion of
the plant, i.e., in this case a loan of 20 years including a five
year grace period. SEN could, of course, seek to obtain further
financing from Ex-Im Bank or from the European Investment Bank or
from ourselves. No decision can be made by the Bank in this respect
until SENN advises the Bank of its purpose in making the application
to EURA.TOM.

3. The second point in Mr. Pescatore's letter is that in the opinion
of the Cassa's lawyers, registration of the Cassa-SENN-Shareholders'
Agreement in the form now written, would entail a registration tax of
an amount equivalent to about $4.8 million. It is not clear from Mr.
Pescatore's letter whether the Cassa and SENN object to the combination
of the obligation of the Shareholders to pay all the costs of SENN
with an obligation to take the power or whether SN and the Cassa wish
both obligations to be stated in different forms. It seemed to the
Working Party that it would be difficult to depart from the Bank'a
position as now expressed in the above agreement, namely, that the
Shareholders must be responsible for all the capital and operating
costs of SENN. The obligation to take power and the form in which
such obligation might be expressed, could be the subject of further
discussion.

VV j
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/+. However, it seems to the Working Party that no further negotiation
on this point should be undertaken until the Bank has heard from SENN as
to the purpose of its application to EUMATr.

GSason:vmc

cc: Mr. Cope
Mr. Scott
Mr . Finne
Mr. Cavanaugh
Mr. Collier
Mr. Ucerler



Technical Bureau
Plan Organization
Tehran

May 18, 1959

Dear Corbin:

I get the Bank's press releases au matically, and was very
interested to read the one dated May 4 announcing the publication
of the Summary Report of the ENSI Panel. I would be delighted if
a copy could be sent to me airmail, as you know I am interested in
the operation.

I know you continue to commute to Rome, and that you will be
visiting Stresa for a change. The north of Italy too has its lovely
spots, and sometimes I have a touch of nostalgia when I think of you
lunching at the Taverna Flavia and dining at Passetto's.

My life here is a very active one and always very interesting,
though sometimes it is a bit difficult not to be discouraged at the
way things go. However, the financial results are satisfactory, and
one does occasionally feel that he is accomplishing something worth
while.

I would be most grateful, not only for the report but for a
note from you, if you have time, to let me know how the project now
stands and how things are going. Please give my regards to all
friends in Project ENSI next time you are in Italy.

With kind regards,

Yours sincerely,

S.P. elock

Z Mr. Corbin Allardice
Technical Operations Department
International Bank for
Reconstruction and Development

Washington 25, D.C.

CO
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FOR No. 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: FILS DATE: May 15, 1959

FROM: G. Stewart Mason

SUBJECT: ITALY - SENN - Telephone Conversation with Corbin Allardice

1. Mr. Allardice called me from Rome this morning. He said he had
had a meeting with Messrs. Zerbi, new President of SENN, Bruno Bianchi,
Vice-President and Tracanna, the lawyer of the Cassa. In this meeting
the Cassa and SEN gave Allardice their reactions to the negotiations
carried on in Washington.

(a) SENN can accept List of Goods approach.
the

(b) The State Attorney General has given an opinion that/Cassa-
SENN-Shareholders' Agreement in its present form would be subject to a
registration tax aggregating the equivalent of $5 million. Therefore,
SENN and Cassa were proposing instead of this Agreement, the usual type
suretyship to be given by SME, SIP, and Finelettrica and also a mortgage
on the plant plus a commitment of these three majority shareholders to
operate the plant. Tracanna does not believe comnitment letters cover-
ing withdrawal of power are wise for legal reasons. SENN also believes
these letters are not necessary in view of the proposed commitment of
the majority shareholders.

(c) With regard to particular covenants, SENN objects to invest-
ments being limited to Treasury obligations. SENN proposes a new text
by which investment of reserves would be permitted in expansion of present
plant or in associated power plants that are economically integrated with
operations of the SENN station such as a pump storage plant to utilize
SENN's off peak load. SENN does not object to a fixed annual amount of
$3.9 million for depreciation. These proposals are to be written down
and handed to Allardice on Saturday afternoon.

2. They would like Scott to send, as soon as possible, alterations
in Cassa-SENN Agreement necessitated by the List of Goods approach.

3. Italian position is that SENN and Cassa are ready to receive a
Bank mission from June 3 to June 6 during which time they will give it
undisturbed attention and regard it as a final negotiation.

4. With regard to the application to EURATVC, SENN will make such
application before May 28 only as a second string to their bow should
negotiations with the Bank fail. According to Allardice, SENN does not
wish to receive financial assistance from EURATOM rather than the Bank.
He thinks SENN may use the filing of this application to support a tough
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position on their above-mentioned counter-proposals.

5. Allardice asked that Burke Knapp be informed that the Vice-
President of the RK-Im Bank, Stambaugh, during a visit to Rome had
suggested to SENN that Ex-Im finance the SENN project through EURATC).

6. I asked Corbin whether he was sure that SENN intended to negotiate
a final agreement with the Bank. He said in his opinion SENN desired
this, but the only person who could give a final answer would be the
Minister of Participations, Ferrari-Aggradi. For his part, Allardice
felt that if we could decide the points raised by them in their favor,
negotiations could be completed very quickly. Allardice suggested that
Mr. Black might ask Professor Pescatore to meet him at the Rome airport
on his return from India to straighten out the question as to whether
the Italian Government really intends to complete negotiations with the
Bank.

7. Allardice will return to Washington on Monday or Tuesday, depend-
ing on when he can get space out of Rome. I have informed his wife.

GSMlson vmc

cc: Mr. Cope
Mr. Collier
Mr. Scott
Mr. Finne
Mr. Cavanaugh



For Release upon Delivery
(Scheduled for approximately
10.00 AM GIST Tuesday, May 12,
1959.)

Remarks of 11r. Corbin Allardice, Adviser on Atomic
Energy to the World Bank, before the European
Conference for Industrial 11anagement held under
the auspices of the Organization for European
Economic Cooperation and the European jluclear
Energy Agency at Stresa, Italy, May 1959.

I have been asked to speak to you today about the International

Bank for Reconstruction and Development -- known somewhat imodestly, but

perhaps not undeservedly as the Jorld Bank - to speak of what it is, how it

works and what it does. I am also asked to present some considerations of

financing nuclear power plants as we of the Bank view it, with particular

reference to the proposed Bank lending to finance the SEN nuclear power

station to be built on the Garigliano River north of Naples.

The International Bank for Reconstruction and Development is an

international cooperative organization and is associated with the United

Nations, having the status of a Specialized Agency. Its aim is to assist

the economic development of its member countries and so raise the standards

of living of the peoples of the world. The Bank may lend to member

governments, governmental agencies or private enterprises; if the borrower is

not a government, the guarantee of the member government concerned is required

for the loan.

The Bank's membership consists of the governments of 68 countries,

which are the Bankt s stockholders. Each member country nominates a Governor

to the Bankts Board of Governors, which has delegated most of its powers to the

18 Executive Directors. These meet at least once each month and consist of
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five nominated Directors who represent the five largest stockholders in the

Bank, and 13 elected Directors chosen by the other member countries.

The voting powers of the Executive Directors are proportionate to

the capital subscriptions of the country or countries which they represent.

The Executive Directors are responsible for matters of policy and must

approve all the loans made by the Bank. The day-to-day conduct of the Bank's

operations, including the making of recomendations to the Executive Directors

on loans and questions of policy, is the responsibility of its President, who

is also Chairman of the Board of Executive Directors.

The total subscribed capital of the Bank is $9.5 billion.21 Of this

amount, however, only 20 is paid in, partly in gold or dollars and partly in

local currencies. The remaining 8W. is subject to call if required to meet

the Bank's obligations.

Thie year the member governments of the Bank are taking steps to

increase the Bankt s capital subscriptions to meet the increasing rate of

development lending. If the proposed increase materializes, the total

authorized capital of the Bank will be more than doubled to $21 billion.

The Bank is not only a lender but also a borrower, since the capital

subscribed by its member governments was never intended to finance all its

operations. Whereas the Bank has already paid out over three and a quarter

billions of dollars on its loans, less than half has come from the capital

subscriptions of its members. The remainder has been drawn mainly from the

sale of its bonds in the capital markets of the world. By March 1959 the

As used in this paper, $1 billion - $1 thousand million, i.e., $1 x 109.



Bank had outstanding borrowings of 1;l,840 million, mostly in the form of

issues of U. S. dollar bonds, but also including bond issues denominated in

Canadian dollars and European currencies. About half of the Bank' s borrowed

moneys is owed to investors in the United States, the other half being owed

to investors in many other countries.

The Bank also enlists the support of private investors by selling

parts of its loans, and has in this way added aver $492 million to the funds

used for development financing. The Bank also uses for lending the amounts

arising from earnings and from the repayment of earlier loans.

The Bank makes loans only where private capital is not available on

reasonable terms. The Bank's first loans, made in 1947, were for European

postwar reconstruction; a total of A500 million was lent by the Bank for this

purpose. In 1948 the Bank turned to lending for development, an increasing

proportion of its funds being directed to the less developed areas of the

world. By March 1959 the Bank had made 226 loans totaling over $4.3 billion

to finance more than 600 projects in 49 countries or territories.

The Bank's loans are mainly directed to helping its member countries

to build the foundations of economic growth. Approximately one-third of the

Bank 1 s development lending has been for electric power and has helped to

finance the addition of over nine million kilowatts to the world' a generating

capacity. Another third has been for transport improvement -- railways,

highways, air and waterways. The remaining third of the Bank' a loans has

been for agriculture, especially irrigation; for industry, especially steel

production; and for general development purposes.

The rate of interest charged by the Bank is based on the rate which

it would itself have to pay to borrow money at the time the loan is



made, plus a 1% annual cormission charge which is allocated to a Special

Reserve. In practice, because of changes in money rates in the main capital

markets in which the Bank sells its bonds, the long-term lending rate of the

Bank has varied between 4h% and 6%. At arn one time, however, the Bank does

not distinguish between borrowers in regard to the rate of interest charged.

In addition to making loans, the Bank also renders to its member

governments a wide variety of technical assistance, ranging from full-scale

economic surveys of the development potential of member countries -- there

have so far been 17 such surveys -- to regional investigations or advice on

particular projects.

The joint Government of Italy-World Bank study known as "Project

ENSI", which will be described later, is a further example of Bank assistance

to member governments.

The lending operations of the World Bank are conducted on the basis of

three main principles: first, that the borrowing country will be in a position

to repay the loan; second, that the project or program to be financed will be

of such benefit to the economy as to justify the borrowing of foreign exchange;

and third, that the project is itself well designed and feasible of execution.

Before making a loan, the Bank satisfies itself that the borrower,

whether it be a government, an autonomous agency or a private corporation,

will be able to service the debt. In making this judgment the Bank must

investigate not only the borrower's position in terms of its own local

currency, but also the country' s foreign exchange situation, because Bank

loans are made and must be repaid in currencies other than that of the

borrowing country.



The next step is for the Bank to make an appraisal of the merits and

priority of the proposed project or program. If satisfied on these counts

the Bank then investigates the project in detail, the plans made for its

design and construction, the economic and financial returns expected, and the

provision for management when it comes into operation.

When this process of appraisal is successfully completed, the Bank

negotiates the loan. The Bank never lends the total cost of a project or

program, normally financing only the foreign exchange costs involved in the

purchase of imported goods and services. Local costs, usually more than

half the total, are met by the borrower out of other resources. The Bank

loan is disbursed aver the construction period when evidence is produced of

payments having been made on the agreed purposes of the loan. Although all

orders for goods and- services are placed by the borrowers, the Bank requires

the use of efficient methods of procurement of supplies.. The Bank usually

requires international competition in placing orders financed out of the loan.

The average term of Bank loans is 15 years.

In addition to having contributed to basic economic development all

over the world, the operations of the Bank have also been financially success-

ful. By March 1959 the Bank had accumulated reserves totaling $401 million.

The net earnings of the Bank now amount to over 14O million a year.

Let me now turn to the Bank's activities in nuclear energy and in

financing nuclear power stations. These activities have their genesis in

general Bank policy on lending as extrapolated to the nuclear field, for, as

Eugene R. Black, President of the Bank, stated: "... The Bank is not

interested in atomic power as an academic exercise. We are not an academic
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or research institution; we are an international development bank whose

activities are directed towards aiding our member countries to develop their

economic strength through the establishment of well-based policies and

practices so that they may make the best use of their investment and other

resources. "1

In line with this attitude the Bank developed in 1956 certain views

on where and under what circumstances nuclear power might be economically

practicable. These views were stated to our Board of Governors at our

Eleventh Annual Meeting in ashington in September 1956 following an informal

panel discussion on the subject in the following words:

" On the basis of the statements made here today and studies
we have conducted in the Bank, we believe it is possible to describe
in general terms the circumstances under which a large nuclear
reactor of essentially present design might have good prospects for
producing electricity at costs competitive with that of electricity
produced from fossil fuels:

1. The generation and distribution system into which the nuclear
plant is to be integrated must be large, capable of permitting
a 100,000 kilowatt or larger plant to operate as a base load
unit.

2. The nuclear plant would have to be located in a country with
relatively high fossil fuel costs, with poor hydroelectric
potential, and with sufficient availability' of capital so that
relatively low-cost money could be obtained.

3. The country would have to execute such intergovernmental
agreements as are necessary to assure a continuing supply of
fuel, reprocessing and, if necessary, the import of components,
unless, of course, it has these nmterials and technical abilities
at its own command.

4. Power rates in the system into which the plant would be
connected should be flexible enough so that if the nuclear plant
should cost more than expected or should not perform as antici-
pated, the excess cost could be absorbed without a significant
adverse effect.

5. Until further operational experience has been obtained, it
would not be prudent, we think, to establish the nuclear plant
in a system where it would represent a considerable proportion of
the total system generating capacity. i
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Consideration of these circumstances - one might almost say

"these criteria" -- led to the now well-known Project ENSI, a joint Govern-

ment of Italy-World Bank study of a large nuclear power station to be con-

structed in Southern Italy. This study will be described in some detail by

my colleague Professor Felice Ippolito. Suffice it here to say, Project

ENSI began in July 1957 and consisted of the preparation of an invitation to

bid on a 150,000 kilowatt nuclear power plant to be built in Southern Italy,

and an examination of the nine tenders which were later submitted by suppliers

from the United States, the United Kingdom and France. In this respect,

certain principles basic to Project ENSI should be noted:

1. The type of nuclear reactor to be built by SENN would be
determined as a result of the investigations of Project
ENSI. Therefore, it was necessary so to prepare the
Invitation to Bid as to make it possible for manufacturers
and bidders to propose whatever type of nuclear power
plant the particular manufacturer or bidder believed best
and was willing to tender at a firm price or similar basis
with warranties on output and performance.

2. A further objective of Project ENSI was to introduce, to
the extent feasible, the concept of competitive inter-
national bidding since it was believed that such competition
would result in closer estimating of costs by the bidders
and thus b ad to lower power and equipment costs. It was
recognized that if one type of reactor were chosen in advance
and the Invitation to Bid built around the technical specifi-
cations of that particular reactor, the feature of inter-
national competition would be missing since it appeared that
most firms in the United States, for example, would tender
only enriched reactors, whereas firms in the United Kingdom
and France would most probably tender natural uranium gas-
cooled systems.

The study was completed in October 1958, at which point an Inter-

national Panel consisting of seven internationally known experts on nuclear

power, appointed by the Bank to take part in the study, had analysed and

reported on the nine tenders. Subsequently, the Italian utility which will

be responsible for the new power plant, Societa Elettronucleare Nazionale,



selected the tender submitted by the International General Elec tric Company

of New York.

Only last week the Bank released the Suimary Report of the Inter-

national Panel and, in publishing it, the President of the Bank noted:

" The choice by SENN and the Italian authorities of the
successful tender was, of course, neither within the scope of the
Panelt s responsibility nor within that of the Bank, and, as I
understand the Report of the Panel, the final choice could as well
have gone another way. What particularly impresses me is that in
the highly competitive field of nuclear power development, the
study (Project ENSI) has been accepted by the commercial firms and
the governmental authorities as a balanced and impartial work and
as a valuable contribution to nuclear power development. "

The Italian Government, through the Cassa per il Mezzogiorno, has

formally requested the Bank to consider a loan for the SEMN project.

Originally, it was thought that the loan would be required by SEMN in the

Spring. However, closer examination of the cash requirements of SEEN to

meet expenditures under the proposed contract made it apparent that large

scale expenditures would not begin until the Fall of this year. Thus, the

Italian authorities have notified the Bank that they have decided to postpone

action on this application until the Fall of this year. The project, mean-

while, is going forward as originally planned and should be completed in 1963.

The main terms of the Loan have been worked out with our Italian

partners but in view of the foregoing circumstances, the Loan Agreement has

not yet been presented for the approval of the Bank's Board of Executive

Directors. Subject to this reservation I should be glad to outline briefly

the main features of the proposed financing.

The proposed loan would be to the Cassa per il Mezzogiorno for re-

lending to SENN, and would carry the guarantee of the Italian Government.

It is the Bankts custom to lend only part of the cost of any project, leaving
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it to the borrower to provide the remaining finance required. In the case of

the SENN project, our thinking has been that the Bank loan ought to meet about

6co of the capital costs, including those for the nuclear facilities, the civil

works, the sub-station, about 100 kilometers of transmission lines, fabrication

of the first core and spare fuel elements, necessary engineering expenses,

prudent contingencies and capitalization of interest during construction. This

would mean a Bank loan in various currencies equivalent to about $40 million.

We normally finance power projects on a long term basis and in this case the

term would probably be 20 years. During the years of construction, interest

would be paid on amounts actually disburse ; thereafter, both interest and

amortization would be met through a series of equal sums in annual instalments

designed to retire the entire loan by the date of the final maturity.

The owners of SENN would assume the responsibility first of providing

all funds in excess of the Bank loan needed to complete the plant and to bring

it into full operation, and, thereafter, to provide any additional funds that

may be necessary, beyond reserves, if any, to keep the plant in operation;

second, to accept on a proportionate basis all the output of the SENN station;

and third, after the plant comes into operation, and regardless of the amount of

power produced, to make monthly payments sufficient in the aggregate to cover

not only all operating costs (including recurring fuel costs) but also full

service on the loan as well as allocations to reserves. Thus, the owners of

SENN would undertake the basic risks of the project.

Underlying the loan would be, of course, the guarantee of the Italian

Government to repay the principal of the loan and interest on it. However, it

There is, however, a small commitment fee of 3/4 of 2% on amounts not
disbursed.
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is Bank policy to lend on power projects only if they are set up on a self-

liquidating basis; thus, we would not expect to have to call upon the under-

lying Government guarantee.

There are other interesting examples of problems that nuclear lending

brings; because of limitations of time I shall only briefly note them

topically:

Insurance, both property and third party liability;

Construction contracts for design and supply of the nuclear and
related equipment;

Assurance of a supply of fuel;

Training of operators;

Future Government policies on nuclear power.

All of these have required special consideration.

In closing, I should like to say that financing of nuclear power

plants offers a challenge to the financial community. What is needed is the

kind of creative banking thinking that had its roots here in Italy in the

13th and lhth centuries when the bankers and merchants of Genoa, Florence and

Prato developed the basic banking techniques that so successfully underwrote

the mercantile and trade rebirth following the Dark Ages.
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&NN uelar Powr eroject

1. D am ha. en actively conidering the spplication of nuaclar
pwer on a camercial seal, sine 1955.

2. As a result of studias ade within the bank, it was decided in
1956 that Italy wav a likely country whre nmclear power might have early
ogmercial applioation and the Italian Gyv:rnment was given to Aindorstand
thatoil a study resulted in a project suitable for Bank financing, it
would be synpathetiomlly considered. In 1957 it wus agreed between the
Bank and the Italian Gowernrent that a joint study would be undertaken
for the examinmaton of a large nuclear power station to be establshed by
S!V in Southern Italy. The cost of this study was shared by the Bwik,
the Italian Goverwmnt, and SU1.

3. From November 1957 to August 1958, an Internatianal Panel of mmlear
scientists worknA on the study and reviewed the tendors of nine bidder.
The conclusions of the panel together with SWI's own studies formed the
basis for the eventual selection of the tender put forward by International
General Electrie.

4. In Bepte.ber ind October 1958, a Dank miesion in Rom discussed the
financial and technical aspects of the SYM project and an appraisal at
this project was submitted to the Management of the Bank in January 1959.

5. Sine then negotiations have taken place in Washington and in Rme
with a view to "A4ng a loan of 40 Mili on for the project. The total
ost of the project is now etimated at about $66 million wA preiminary

estimates inlicate that about 50 to 60 of the expenditures will be in
J. S. dollars. Further negotiationa are to take place in Rwe in about
two weeks I time which should result in the drawing p of the final lean
documente.

6. In a letter dated Mky 18, 1959 ST iforzed the Bank that to mot
the necessary deadline of May 2 a formal application had been filed with
ZlUREGE f or the financing of the SMN project.

June 4, 1959

G6Masonsvnc
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CARLE A,RES:S VITROENG

ENGINEERING COMPANY
A DIVISION OF VITRO CORPORATION OF AMERICA

225 FOURTH AVENUE - NEW YORK 3, N. Y.

June 19, 1959

Mr. Corbin Allardice
Advisor on Atomic Energy
International Bank for Reconstruction and Devel.
Washington 25, D.C.

Dear Mr. Allardice:

Please send me a copy- of the Summary Report of the

International Panel - Project ENSI - March, 1959.

Tiank you.

Very truly yours,

Robert G. Baumgel
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TO: IEUTCRE 0 A TE: Z=UN 18,1959
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COUNTRY: ITALY

TEXT;

Cable No.:
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ALITALIA FLIGB1' 617 STO WILL BE AT MN (FI=3 TER MNDA REGARM0

MESSAGE AUTHORIZED BY: 19LURAN-CES AND COPY DISTRIBUTION:

NAME GSaon
cc: Mr. Scott

DEPT. OperatioEns

SIGNATUlRE
(SI GNA TURE OF 11D IVIDUAL AUTHOR IZED TO APP*OVE1

For Use by Archives Fiv lion

(IPRTANT: See hack'o yilwcp for guide in preparing forro) Checked for otspatdh:



44



Nf
INERNATIONAL BANK FOR O U TGOIN G W IR E INTERNATIONAL FINANCE

RECONSTRUCTION AND DEVELOPMENT CORPORATI ON

TO: BIANCHI DA TE: JUME A8 19$9
FINLETiTRIGA
VIA ANI 3.4 CLASS OF

ROM SERVICE: 14T

CUTRY: ITALY

TEXT:

Cable No.:

RMCABLE JTETWELVE SCOTAN I ARMIING RMTHRIM FM SATM

ALITLIA FLIGHT 617 STOP WILL BIC AT SENN CFIE TENf MMOW BSiM

MESSAGE AUTHORIZ1ED BY:S 48RBUi

NAME GS O 1*

DEPT. 'P TO

SIGN(ATURE

6i Ose by Archives Dilvision

ORGIA File Cop 4y)

(IMPORTANT: See back of ytllow opy fo guide In preparing form) Checked for Dispatch:.



t""

ps ps; ow a"10

t- TO 1 " 1 1ti U

A I A

* 71

J

TA 7 z *

210 u a 111 ' , ol i

Z'm lu -q *

1 MT*

nO Cn A* 1



?.m of Rdfermnc

1. The pmrpooe of the miraion is to discuss the propoed loan for
the SV"N umlear paosr plant.

2. The dimussions should be on the basis set out In pragraphs 5
and 6 of ar mimradu to the Staff Loan Cowdttee of June 8 (SLC/Q/A04)
" should eoer the various agrwlnt involved, i.e., the Guarwte
Agrsent, the Loan Agramwnt, the Project Agreent ad the Ga4s&-WM
Agreement. If possible, you should return with aged- drafts of
the.. documents.

3. The sissios will consist of Me*Lrs. 0. Stewart Mason (Chif),
Departaont of Opiratio, Europe, Africa wnd Australaoia Mr. Oorbiv
Ailardice, Adviser cm Atomie Mrwrgy, Departsnot of Teniual Operatio;
a nd . Hh Seott af the Legai Department.

4. With the help of Mr. Seatt, you will also disos with the Oae
withdrawml procedures for Loan 224-V ad see that thee promodmres a"
oowrdinated with proposed furopean Imestment Bank proedures. You will
also work out with the Cassa the susidiary Lean Agreerarts imvolved in
Loan 224-rT and coordiute thes. with the agreements betwosm the Cskaz
ad the ftropean Invetat anki. If you doom it nuaosvaz, you should
spond a day or two in Brwsela to work out final arraraawnts.

Direetor of Operations
fropo, Afri.. a* Australasia

Jane 16, 1959

Q(EAson as

a* t Mr. Allardice
Mr. Scott
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SOCIETA FINANZIARIA ELETTRICA NAZIONALE

F I N E L E T T R I C A ROMA June 12, 1959
IL CONSIGLIERE DIRETTORE GENE RALE

VIA ANIENE14

AIR MAIL 8412341

To:
Mr. S.R. COPE
International Bank for
Reconstruction and Development
1818 H Street N.W.
WASHINGTON, 25 D.C.
( U.S.A.)

Dear Sir,

With the present letter we confirm that today,
June 12 h we sent the following telegram:

" REFERRING YOUR TELEGRAM JUNE 11 WE THANK YOU FOR INFORMATION
" GIVEN US STOP WE AGREE RESUMPTION NEGOTIATIONS STOP MASON
" COMMA ALLARDICE CO1A SCOTT ARE KINDLY REQUESTED TO COME TO

'SENN MONDAY TWENTYTWO TEN A.M."

Yours faithfully,

(Dr. I . Bruno Bianchi)
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TO: S R COPE IBRDa ACTION COPY TO P

FBOM: RCIA INFORMATION COP TO

Decoded By

TEXT:

YOUR TEIERAMu JUN 21rWE THA YOU FO IFRaMAVO GIVEN US STOP WE

AGRE ESMPTION NEGOTIATONS STOP MASON COMA ALLADICE CGMR SCOTT

AE KINDLY REQUSE TO COME TO SEN MON-AY TWsErTW TEN A M

BANCHI

ORGIA



* + +
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3883 RiiM~ CABLE JUNE ELEVENli WII, BE PLASED RESUME SE

NEGOTIATION STARTING JUNE TWENTYSECOND STOP REGARDS

GABITE PESCATORE PRESIDENTE CASSA MEZZOGIORNO

O RIGINA L
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STAFF LOAN COMMITTEE
CONFIDENTIAL

DECLASSIFIED
JUL 2 9 2013

WBG ARCHIVES

MM4ORANDUM TO THE STAFF LOAN CCHMITTEE

Italy

1. The attached Memorandum SLC/o/100h, "ITALY - Proposed

Loan of $40 Million for Nuclear Power Project," is distributed

for consideration without meeting.

2. Comments, if any, should be given to Mr. Mason (ext. 3353)

by the close of business on Thursday, June 11.

Feliks G. Bochenski
Acting Secretary

Staff Loan Committee

June 8, 1959



STAFF LOAN CON14ITTEE

Memorandum from Department of Operations
Europe, Africa and Australasia

ITALY - Proposed Loan of $40 Million for Nuclear Power Project

Original Proposals for Bank Loan

1. Staff Loan Committee meetings were held on January 23 and 28 to con-
sider the proposed loan for the nuclear power plant. The borrower was to be
the Cassa, which would lend the proceeds of the loan to Societa Elettronucleare
Nazionale (SENN), the company which would own and operate the plant. At that
time the Bank considered that SENN should be established as a strong and
separate nuclear power entity within the Italian power system. To accomplish
this SENN's 14 shareholders would have undertaken in an agreement with SENN
to which the Cassa would have been a party:

i) to provide, as capital or as shareholders' advances, all the
funds in addition to the Bank's loan necessary for the construc-
tion and maintenance of the project;

ii) to pay SENN's operating and capital costs, including in these
costs an amount for depreciation which would average at least
the equivalent of $3.9 million per annum; and

iii) to take all the power which SENN produced.

2. In the Project Agreement with the Bank, SEN would have undertaken not
to repay shareholders' advances, not to retire its capital shares and to add
at least the equivalent of $3.9 million on the average each year to deprecia-
tion reserve, i.e., about 6% of the cost of the plant. The liquidity of this
reserve would have been maintained by prohibiting SENN from undertaking any
construction in addition to the project and by limiting investments to Italian
Government obligations of two years or less. However, when the project had
been in operation for sufficient time to enable the adequacy of the deprecia-
tion reserve to be judged, the Bank and the Cassa would have consulted with
SENN in regard to the appropriate size and use of such reserve.

3. This was the basis on which conversations were held in Rome in March
and in Washington in April. We have now been advised by SM-Th and by the
Cassa that the form of shareholders' agreement as originally conceived mould,
in the opinion of their lawyers, involve SMYN in the payment of a registra-
tion tax of approximately $5 million equivalent. Furthermore, though SENN
indicated it was willing to set aside substantial depreciation reserves, it
objected to being limited to investment in Italian Government obligations
and desired to invest in the expansion of its own plant and in power facili-
ties economically integrated with its operations. SEMT, therefore, proposed
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an alternative, which in effect meant a reversion to the form of the Bank's
previous loans to the Cassa for power development in Southern Italy. This
alternative is discussed below.

Alternative Proposals for Bank Loan

4. The Bank's previous practice has been to lend to the Cassa, which in
turn has relent the proceeds to the power companies carrying out the projects.
These companies have formed part of the Italian power system and the Bank has
relied on the earnings and resources of the power system as a whole, reinforced
by specific guarantees under project agreements with the leading companies in
the system.

5. The Working Party proposes that the loan for SENN should be set up in
a similar way. Two of the largest power utility companies (which own 45% of
SENN's shares) SME and SIP, together with Finelettrica (which with its parent,
IRI, effectively controls 90% of the shares of SENN) would give a complete
guarantee covering SENN's construction and operation.

6. These three companies would

a) unconditionally guarantee the due and punctual performance by SENN
of all the agreements on the part of SENN to be performed under the
Project Agreement and under the agreement by which the Cassa would
relend the proceeds of the Bank's loan to SENN;

b) join in the agreement between the Cassa and SENN as sureties grant-
ing joint and several suretyship for the performance of all the
obligations of SENN;

c) provide as capital or as shareholders' advances any funds necessary
1) to complete the project and 2) to maintain its efficient
operation;

d) cause the project to be constructed and operated with due diligence
and efficiency and in accordance with sound engineering, financial
and business standards.

Furthermore, SENN, in the Project Agreement, would agree not to retire any of
its capital stock or repay shareholders' advances, or amend its charter. We
would not impose any further limitations on SENN.

7. I believe that the alternative proposals conform better than did the
original ones to the actual structure of the electric power industry in Italy,
that they give SETNN and its sponsors greater flexibility and that with appro-
priate undertakings in the form of a project agreement with the sponsors the
Bank is at least as well protected under the alternative plan as under the
original plan. I therefore agree with the proposals of the Working Party and
recommend that the Bank negotiate the proposed loan on the bases outlined in
the preceding paragraph.
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*o'cs6d F rni Through ETPATOM

8. In a letter dated My 18, SEMN advised the Bank that a Letter of Intent
had been filed with EURATON since the deadline for making an application was
the 28th of May. This, SENN stated, was not a commitment with EURATCM. It
is not clear whether SENN is merely taking an elementary precaution against
the breakdown of negotiations with the Bank; whether they wish to put pressure
on the Bank, or whether they would really prefer to finance SENN through
EURATCM.

9. It appears that resort to EURATOM would take the form of drawing on
the Export-Import Bank line of credit. This, we believe, would be limited to
40% of the cost of the project, which would mean in the case of SENN about
$26 million, leaving $14 million to be found elsewhere.

10. At this stage, I see no justification for allowing these developments,
which may prove to be merely precautionary steps on the part of SENN, to
deflect the Bank from its previous attitude of being ready to finance the
project if proper conditions can be agreed.

S. R. Cope
Director



FR 548) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: Mr. S. R. Cope DATE:JMy 29v

0. Stewart )kson
FROM:

SUBJCT:ITALY - SIEM Expenditures
SUBJECT:

We do not now at present where IGE will purchase some of the
equipment to be bought under its contract. The following represents
TCD's best guess as to the currencies which will be used under the
IGE contract and for other items.

(in million U.S. $ equivalent)

European Italian

U, S. I 2!rrenoigo Lr Tot

Nuclear reactor and auxiliaries 21.9 6.0 - 27.9
Turbo generators -- - 7.5 7.5
Spare parts 0.6 - 0.4 1.0
Civil Works - - 7.7 7.7
Substation and transmission lines - - 2,5 2.5
Engineering and administrative
expense 0.5 - 1.5 2.0

Contingencies 2.0 0.2 2.9 5.1
Fuel fabrication including

contingencies 7.6 - 7.6
Interest and other charges
during construction 5.1 - 5.1

Totals 37.7 6.2 22.5 66.4

GS0ason syn



INTERNATIONAL BANK FOR EXECUTIvE 3-6360

RECONSTRUCTION AND DEVELOPMENT

WASHINGTON 25. D. C. EXTENSION 3384

With the Compliments o

J. Burke Knap

Vice Presi nt

Returned with thanks'



FORM No. 57
(5.48) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: Mr. S. R. Cope i DATE: May 29, 1959

FROM: G. Stewart Mason

SUBJECT: ITALY - SENN Expend tures

We do not know at present where IGE will purchase some of the
equipment to be bought under its contract. The following represents
TCDts best guess as to the currencies which will be used under the
IGE contract and for other items.

(in million U.S. $ equivalent)

European Italian
U. S. $ Currencies Lire Total

Nuclear reactor and auxiliaries 21.9 6.0 - 27.9
Turbo generators - - 7.5 7.5
Spare parts 0.6 - 0.4 1.0
Civil Works - - 7.7 7.7
Substation and transmission lines - - 2.5 2.5
Engineering and administrative
expense 0.5 - 1.5 2.0

Contingencies 2.0 0.2 2.9 5.1
Fuel fabrication including
contingencies 7.6 - - 7.6

Interest and other charges
during construction 5.1 - - 5.1

Totals 37.7 6.2 22.5 66.4

GSMason:vmc



FORM No 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: Mr. S. R. Cope DATE: May 26, 1959

FROM: G. Stewart Mason

SUBJECT: ITALY - SENN Nuclear Power Project

1. A second meeting of the Working Party was held this afternoon.
Technical Operations Department members of the Working Party (Messrs.
Wenzell, Allardice and Finne) indicated that since SENN had now proposed
a complete guarantee of the construction and operation of the nuclear
power plant by three powerful shareholders, i.e., Finelettrica, SIP,
and SME, they were willing to revert to the more usual form of Project
Agreement which has been a feature of our past loans to the Cassa for
various power projects.

2. In other words, Finelettrica, SME and SIP would become parties
to the Project Agreement and would in the Project Agreement

a) unconditionally guarantee the due and punctual performance
by SENN of all the agreements on the part of SENN to be
performed under the Project Agreement and under the Gassa-
SENN Agreement;

b) join in the Gassa-SEMN Agreement as sureties granting joint
and several suretyship for the performance of all the obliga-
tions of SNN.

In addition, however, they would in the Project Agreement agree to

c) provide as capital or as shareholders' advances any funds
necessary i) to complete the project, and ii) to maintain
the efficient operation of the project;

d) cause the project to be constructed and operated with due
diligence and efficiency and in accordance with sound
engineering, financial and business standards.

3. Apart from the addition of those provisions to the Project Agreement,
SENN would also undertake other conditions in the Project Agreement:

a) A debt equity ratio of 60:40;

b) repayment of shareholders' advances only if long-term in-
debtedness is equal or less than capital and reserves;

c) no payment of dividends or interest on shareholders' advances
until the project is in operation and then only out of sur-
plus in the preceding fiscal year;
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d) no retirement of any of its capital shares.

4. The other members of the Working Party had no objections to this more

simplified approach outlined above.

5. Legal wording to cover the proposed conditions outlined above are
attached.

Attachments

GSlhsonsve

cct 1r. Lejeune
Mr. Cavanaugh
Mr. Allardice/Mr. Wenzell
Mr. Finne
Mr. Scott
Mr. Collier/Mr. Uverler
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Translation of letter addressed by Ing. B. Bianchi to Mr. G. S. Mason

May 18, 1959
Dear Mr. Mason,

I have received your letter of May 7 and I have to thank you
right away for the friendly welcome given to the delegation in
Washington. I, too, regretted that the delegation could not stay
longer, as we both would have desired.

I received all the documents you have been kind enough to
sen me, and they are being examined at present by the offices of
SENN.

I will not conceal that we have three points of serious con-
cern:

1. The rate of interest that, according to what Mr. Black told
me, will be at least 6a, is deemed by us to be extremely high, as
there should be added to it several charges due to the Italian Ex-
change Office and to the Cassa per il Mezzogiorno, as well as the
serious burden of the rate of exchange risk which, in this opera-
tion, is entirely the liability of SENN.

2. The setting aside of a depreciation reserve in the minimum
amount of $3.9 millions, to be invested in direct obligations of
the Republic of Italy with a maturity of not more than two years,
is also extremely burdensome, since the unavoidable slide of all
European currencies would involve, through the very accruing of
such reserve in Government debentures, quite an imposing annual
loss to SENN.

3. The guarantee agreement Cassa-SENN-Shareholders, under the
two-fold aspect of "obligations to pay" and "obligation to take
power", would compel us to pay a registration tax equivalent to
$4-5 millions, which would downright represent an unsurmountable
obstacle to the execution of any such agreement.

Since it is the mutual interest of the Bank, the Cassa, SENN
and the Shareholders to see that the initiative is carried out on
the basis of absolute soundness and competitiveness with other
Italian initiatives of a similar nature, it is necessary that all
the formal elements liable to affect the cost of the operation be
eliminated.

For that purposef our viewpoint is that it would be appropriate,
in respect of the guarantee, not to change the formulas already ap-
plied with success - also for fiscal exemption - in the precedent
Loans. In other words, both the Project Agreement and the Cassa-
SENN loan agreement should contemplate the usual clauses for grant-
ing guarantee in a suretyship form, as indicated in the letter of
Lay 12 by the Cassa per il Mezzogiorno to the Bank.
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On the other hand, considering the specific character of the
operation, it could be considered, within such suretyship, an under-
taking by the sureties to cover the financial requirements in eccess
of the IBRD Loan, and an operative commitment by the same sureties
to complete (if necessary) the project and to continue its operation
throughout the duration of the Loan. The latter obligation would
correspond to the complete fulfilment of Art. 4 of the SENN by-laws
which reads:

"t The Company has the purpose of carrying out and operating a
"large-scale nuclear power station in Continental Southern Italy
"(territory of the Cassa per il Mezzogiorno).
"t The Company can also undertake all the activities which will
"ensure or facilitate the operation of such station.

To that end, the Company may carry out all the transactions
"having an industrial, commercial, financial, property and real
"estate nature, which its Board shall deem useful.
"1 The Company may also undertake, either directly or indirectly,
"interests and participation in other companies and enterprises hav-
"ing a purpose similar, allied or anyhow connected to its own."

Still, it is obvious that, in wording the above obligations to
be added to those usually undertaken, special care should be taken
so as to exclude any element which would deteriorate the cost of
the operation, especially under the fiscal aspect.

I trust that the Bank, in the spirit of strict co-operation
which is binding us, will take the points mentioned above in favour-
able consideration.

On this occasion, I deem it my duty to point out that, con-
sidering the unextendable deadline for the presentation of a Letter
of Intent (which is in no way a commitment with Euratom) to the end
of benefiting by the Euratom-USAEC agreements, we are going to sub-
mit a formal application which involves a possible alternative in
the regrettable hypothesis that the Bank could not take into con-
sideration our points.

I am in perfect agreement with Prof. Pescatore on the advisa-
bility that a Bank Mission should come to Italy shortly. The most
suitable period could be between June 8 and 15 next.

Looking forward to the pleasure of seeing you very soon, I
extend the sentiment of my sincere friendship.

Yours very truly,

Signed: Dr. Ing. Bruno Bianchi



SOCIET4 FINANZIARIA ELETTRICA NAZIONALE

F I N E L E T T R I C A
ROMA18 Maggio 1959

IL CONSIGLIERE DIRETTORE GENERALE 
VIA ANIENE,14

841.341

Caro Sig. Mason,

ho ricevuta la Sua lettera del 7 maggio e debbo subito
dirLe che Le sono grato della cortese accoglienza che ci e stata
riservata a Washington. Anche a me o dispiaciuto di non aver po-
tuto prolungare il soggiorno, come sarebbe stato nostro comune
desiderio.

Ho ricevuti tutti i documenti che Ella si o compiaciuta
mandarmi e che sono, in questo momento, alltesame degli Uffici
SENN.

Non Le nascondo che tre sono i nostri motir di seria
perplessita:

1) il tasso di interesse che, a quanto mi comunicb Mr. Black,
sarh nella misura minima del 6%, e da noi ritenuto fortemente im-
pegnativo dato che a questo vanno aggiunti i vari aggi per lUfficio
Italiano dei Cambi e per la Cassa per il Mezzogiorno, noncho 11
grave onere del rischio del cambio, che questa volta 6 posto inte-
gralmente a carico della SENN.

2) laccantonamento annuo di una riserva per ammortamento, nel-
la misura minima di $ 3. 900. 000, da investire in titoli di Stato ita-
liani, di scadenza non superiore ai due anni, o pur non poco oneroso
poichZ, lerosione fatale di tutte le monete europee comporterebbe,
per il solo fatto di tale accantonamento in titoli di Stato, una perdita
annua, per la SENN, di notevolissima entith.

3) la convenzione di garanzia CASSA-SENN- Soci, sotto il doppio
profilo di "obbligazioni a pagare" e "obbligazioni al ritiro delliener-
gia" ci obbligherebbe a corrispondere, per tassa di registrazione,
una somma di ammontare pari a 4-5 milioni di dollari, il che costi-
tuisce, addirittura, preclusione alla conclusione di un accordo siffat-
to.

Poich6 o interesse comune della Banca, della Cassa, del-
la SENN e dei Soci far si che lt iniziativa si realizzi su basi di assolu-

. /.
Mr. G. STEWART MASON
C/o International Bank for Reconstruction
and Development
1818 H Street, N. W.
WASHINGTON 25, D. C.



F I N E L E T TRI[A segue lettere N.... del 18/V/1959 Fog nio. n.

Sig. Mason

ta soliditA e competitivithL con altre iniziative similari italiane, o
necessario che dalla operazione vengano eliminati tutti gli elemen-
ti formali suscettibili di incidere sul costo dell"operazione stessa.

A questo scopo, secondo il nostro punto di vista, giove-
rebbe non discostarsi, per quello che concerne la garanzia, dalle for-
me gicl sperimentate con successo, anche sotto il riguardo delltesen~
zione fiscale,nei precedenti prestiti. Sia, quindi, ltaccordo di pro-
getto sia i contratto di mutuo tra Cassa e SENN dovrebbero contem-
plare le consuete clausole per il rilascio della garanzia fidejussoria
come indicato nella lettera indirizzata dalla Cassa per il Mezzogior-
no alla Banca in data 12 maggio corrente.

Avuto peraltro riguardo alle caratteristiche specifiche
di questa operazione si potrebbero considerare nelltambito di tale
fidejussione un impegno da parte delle Societ. fidejubenti alla coper-
tura del fabbisogno finanziario non assicurato dal mutuo BIRS e un
impegno operativo delle stesse che si riferisca al completamento
eventuale dellt impianto e la continuitA del suo esercizio per tutta
la durata del mutuo, cib che equivale alltadempimento integrale del-
l'art. 4 dello Statuto sociale della SENN che, qui di seguito testual-
mente Le trascrivo:

" La SocietA ha per oggetto la realizzazione e la gestione nelltIta-
"lia Meridionale-Continentale (zone della Cassa per Ii Mezzogiorno)
"di una centrale termoelettronucleare di potenza.
" La SocietA potrA altresi svolgere tutte le attivith che valgano ad

assicurare o facilitare llesercizio delle centrale stessa.
" A tal fine la Societk potrb compiere tutte le operazioni a caratte-

re industriale, commerciale o finanziario, mobiliare ed immobi-
" Hare che il Consiglio riterrA utili.
" Essa potrbL inoltre assumere, sia direttamente sia indirettamen-
" te interessenze e partecipazioni in altre Societb e Imprese aventi
"oggetto analogo, affine o comunque connesso col proprio."

EI evidente peraltro che la formulazione di detti impegni
aggiuntivi a quelli tradizionalmente assunti dovrb essere curata in

guisa tale da escludere qualunque elemento di aggravio del costo del-
ltoperazione particolarmente sotto il profilo fiscale.



F I I E L E T T R I [ A segue lettera N..-. del -- 8/ /195 . Foglio ... -

Sig. Mason

Confido che la Banca nello spirito di quella stretta
collaborazione che ad essa ci astringe voglia considerare in
senso positivo i punti di vista che ho qui esposto.

Ritengo, in questa occasione, doveroso ricordare che,
data la scadenza perentoria dei termini per predisporre una lette-
ra dlIntento (che non rappresenta in alcun modo impegno con lt Eu-
ratom) al fine di accedere agli accordi Euratom-Usaec, ci appre-
stiamo a presentare una domanda formale che implica una possibi-
lit6 di alternativa per la deprecabile ipotesi che la Banca non po-
tesse prendere in considerazione i nostri menzionati punti di vista.

Sono perfettamente d'accordo con il Presidente Prof. Pe-
scatore sulltopportunit della prossima venuta in Italia di una Mis-
sione della Banca. Il periodo piL adatto potrebbe essere fra 18 e il
15 giugno p. v.

Al piacere di incontrarLa al pRL presto La prego gradire
i sensi della mia sincera amicizia.

(D r. Ing. B o Bianchi)
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INDIRIZZO TELgORAPICO3 CASMEZ - ROMA

CASSA PER OPERE STRAORDINARIE DI PUBBLICO INTERESSE

NELL'ITALIA MERIDIONALE

(CASSA PER IL MEZZOGIORNO)

Prot. N. 1 ... Posiz. PdP/m g 2

Allegai "OM^A .... ....................
PIAZZA DEI CONGRESSI H. 20 (EUR)

Risposta a 
TEL. 5291

del N.

GETTO:

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

Gentlemen:

Subject: Loan to SENN

We have received Mr. Mason's letter of May 7 on the subject,
_and the documents attached thereto are now being studied.

In these same days, we have received a confidential letter
from SMN raising a point of substantial consequence in respect of
the suitability of the SENN-Cassa-Shareholders' Agreement under the
viewpoint of fiscal exemption.

While negotiations were being carried out in Washington, the
draft of such Agreement was being further studied in Rome in order to
ascertain whether its registration could certainly be made without an
excessive taxation. The discussions made in that connection with the
assistance of the Deputy Attorney General of the State, have disclosed
a weak point in the fact that the concept of obligation to pay is pre-
sent in the Agreement together with the obligation of taking the power
produced, although in a sui generis form. The combination of such two
obligations would raise the possibility that the Agreement could be
taxed in an amount of 2,5-3 billion lire.

0
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- SA PER IL MEZZOGIORNO

Foglio n. .....

The conclusion of the study has been in the sense that the
only reliable way of avoiding an unduly high taxation is to replace
the Cassa-SEN-Shareholders' Agreement by inserting in the SENN-Cassa
Agreement appropriate suretyship provisions similar to those contem-
plated in the Project Agreements executed between the Bank and the
Power Companies beneficiary of previous loans. The suretyship for-
mula could be strengthened by a possible mortgage on SENN station in
favor of the Cassa. Finally, the Shareholders' obligation to take
all the power produced by SENN could be separately undertaken in let-
ters to be exchanged between the Shareholders and SENN: such letters
should not be registered, except in case of default, and should not
be referred to in the formal Agreements related to the loan.

The suretyship mentioned before is offered by SEN in two
alternative forms: suretyship by all Shareholders, or joint surety-
ship by Finelettrica and majority Shareholders, whichever form is
preferable to the. Bank.

The conclusion of SENN is that the possibility of a very
heavy taxation, together with the expected rate of interest of at
least 6%, would endanger the economic basis of the operation and dis-
courage SENN from proceeding with the negotiations: they felt the
duty of disclosing immediately such serious doubts in the spirit of
loyal cooperation which is joining them to the Bank and the Cassa in
the enterprise.

On our part, we feel that the taxation angle should not be
C overlooked in view of the weight it could bring to bear on the finan-

cial position of the project. This matter could be further illustra-
ted in occasion of Mr. Allardice's visit of May 15, but we would cer-
tainly welcome the opportunity of a broader discussion in the further
negotiations in Rome that a Bank's mission could have in the last
week of May.

With most cordial regards.

Sincerely yours,

TrkPESIEO

Gabriele Pescatore

P.S.: I learn now that the meeting of SENN Shareholders held yesterday
has resolved to apply to EURATOM for financing, as the deadline
for submitting applications expires on May 28. SENN consider
the EURATOM procedure as an alternative to our financing.
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May 7, 1959

Dear Dr. Bianchis

It was a great pleasure for us to see you in New York and in Wash-
ington and our only regret is that your stay was so short.

At our meeting in Washington we diseussed the proposed loan of $40
million to the Cassa per il Messogiorno to be relent to Societa eL..t-
tronucleare Nasionale (SUN) and in this connection we discussed the
latest drafts of the Loan Doouments as followsa

Guarantee Agreement Draft of Uril ?3

We have not made any changes in this draft. It is similar to the
form of the Guarantee Agreements used in the previous loans to the Casa
except for Section 2.02 to which we drew your attention and that of
Professor Pescatore and which we also discussed with Governor )bniohella
during our stay in Rome.

Loan Azreement Draft of April 24

We now enclose two copies of the draft dated YAy 5. The changes made
have been marked in red an with one exception, all these changes were
discussed during our Washington meetings. The exception is modification
(b) of Schedule III which modifies Section 3.01 of the Loan Regulations in
regard to the currency to be withdrawn in respect of goods purchased in
Italy.

Project Agreement Draft of April 2

We now enclose two copies of the draft dated May 5. Owie again the
changes made from the previous draft have been marked in red. These are
not substantial.

Sooieta Elettronuoleare Nasionale
Via Torino 6
Rome
Italy
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4ast of Goods. Letter

We eanclse two aopies of a draft List of Goods Latter with the List
of Good attaehed thereto. ihdor the letter as now drafted, Sri1 would
be sala as soon as the loan beemo effeotive, to draw down the eq-ivalent
of betvum $2.3 and $2.8 million, $1 million of wh'ah w-mld be reimburse-
ment Oor fl million already paid under the IGE orntraot and the babumo
for angimering charges. Furthervors, the List of Goods as now composed
vould, aoording to ow present etimtes, enable the Cassa and thve SENN
to draw down the Lwn as fast, if not fester, then a prooedure by whiah
the Case& would draw down 60% of total expenditures as work on the project
progressed.

f, howver, SEN and the Oasea still believe that tere are advun-
tages to be derived frria the latter procedure, we should be prepared to
leave oden for furthr discuasion our position that withdrawals under the
proposed LoAb dependent on a List of Good*,

J&NN-(Aa&a Aarsewmnt and 3EX-C as aSaeholes aemn

Jo unlerstand that you will have the above documents redrafted on
the lins& discusaed with you in knhingten. The redraftod documents are
then to be submitted to a dM sharehlaers' meting an May 11, and tere-
after aopies of the approved drafts will be forwarded to Washington.

We understand that SENN still wishes to sign the Loan Dnawnts in
September rather than In June as we had tentatively egrsed durig our dis-
msaions in Rwm. Nven so, we should like to have the Law Doement a
the Agrefment between $SN and Cassa ad SM and the sharehol has In
as final a shape as poesible at the soonest convenient date. If, there-
f ore, the final drafts of the SEVNi-4assa Agr~eent and the SWO-O5asa-
ShareholdersI Agreerwnt will be redy shortly after may 11 and If yam a
al"s prepare your emamn. on the draft Loan Joc..wte enclosed with tMis
letter, we would hope that $zoept for the matter of iaterwt rate, all
the above dmnts could be put inte final shape by the ed of Vay or
the beginniag of Jume.

This would in effect m that any frher ngotlations shoulA tak
pleem quit* shortly. I vould, t merefors, Me to law %&#Uer it w*WA
be possible for SEW and for the Gasia to sa represesatesto whim-
ten for such Wetiations by Jww 1 or alternatively reasive mabWs of
tA* Bank * af in Rome at he a od of MW for, mW, at least eek of in--
tesive neotiten.

As proased, I am sending a copy of this letter aMd of the Loan
Doeiients to Profeiom r Poeatore,

Ainaeat regarda,

Sincerely yours,

GSason/MLLejeune:vmc

c: Mr. Cope, Mr. Ljeune, Mr. Allardice, Q. Stewart Mason
Mr. Scott, Mr. Finne, Mr. Verheyen Dopartzent of Operatiom

losresur Africa and dnmtrOlsia



LIST OF GOODS =ZTER

Run- )6y 5, 1959

International Bank for Reconstruction
and Development

1818 H Street, N.W.
Washington 25, D.C.

Loan N. I

Gentlement

Referring to the Loan Agreement of even date, between your
Bank and the Casse. per 11 Messogiorno, there is attached hereto
a List of Goods to be purchased out of the proceeds of the Loan,
to which we request your approval in accordance with Section 3.01
of said Loan Agreement.

Pursuant to Section 4.01 of Loan Regulations No. 4, we also
request your agreement that, subject to the provisions of said
Loan Agreement, vithdrawals may be made from the Loan Account pro-
vided for in said Loan Agreementa

(i) on account of expenditures under categories I and TV
of the attached list made before the Effective Date,
but subsequent to October 1, 1958, and

(ii) on account of expenditures under category IV of the
attached list made before October 1, 1958, up to an
amount equivalent to $500,000.

Please confirm your agreement with the foregoing by signing
the form of confirmation on the enclosed copy of this letter and
returning it to us.

Very truly yours,

SOCIETA ELETTRONUCLEARE
NAZIONALE "SENN" PER AZIMNI

Byl
Authorized Representative

Confirmed:
ITERNATIONAL BANK FOR

REONSTRUCTION AND DEVIFLOPMENT

By:toieRersnai
Authori med 1epresentative



LI T Or GOODS

Amoumt expressed
in U.S. D211'.

I. TGE contract for a nuclear power station $27,000,000

II. Turbogenerator 4,500,000

III. Fuel element fabrication 2,500,000

IV. Engineering and related charges 1,800,000

V. Interest and other charges during construction j.200.000



5, 1959.

M. J. 3arth,
Societe Generale CL Constructions

Eeetr' i uot 1ecaniquis, A=11CM,
38 AveuMe nleber,
Paris, 16c, France.

Dow P, Bart,

Thank you for your letter of April 29 and as you request I am
enclosing six furthr copies of the Summary Report of the Intarnational
Panel.

I appreciate your rsnarkx concorng channg the legend of US
charts 17ut unfortunte2I threy were alxead at the printers when your 3attr
anrived. lowver, I belie that reading the te-t of the report wit te
legend will reame the confusion.

It was indeed pleacant seeing you in Gleveland and I am looldlag
fcrward to secing you again in Stresa nor.t we*.

Sinuxwely your*,

Garbin Allardie
Advisar on Atomic Erg

Attacrmnts.
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Jeur qi "ortwetorol

noe w ao tw- op;440 of tim lat"'t drafua of tao Lcwn AgroowAeA-
' ,q r J- :t Agroemo'qt toehrwit" l radt 'lit 4 6*0d
lette. I w alzvaalsn a atx,, at a letter uttleh wn hmvw to-

;"* ant tG '7' ,f 4or tho at Orttj n ar .. r. blanam. TIN6 stew
expain meenagein th w 14 , O f Wbiah havo be"n

3Wvm t: yu in r hehiotva.

wll ul 41,ma nmo i a. or -lip *-r t- jr. Bia-=i t. at,
thagh ~ ! 6 'h ini uA t A*R requewt toeos poftponw Until

Septekmrr, W , ] PIAO -ldlia o haom all doweunats 4t LAO

'imal wdrzft folru Us o atqvus pfwgibio. iar th" TwAsonj, we sho"l
lik tocomlew or juvg;. lxtl;' s ir- tho. first woo'" at Juoo In
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,ur"p. Afroa amd AuLwlrala4&a

,Uavsa doi nwwast 2Z(

roof*, IOjaun

G~ason y,

Mr. , Nr Re I )m



LIST OF O0iODS IZTTER

-may 5, 1959

Tntornatimnml Bink for Recmnstruction
end D'velopwint

1818 V Street, 7.W.
Vamhington 25, D.C.

Centlemens

Referring to the Loan Agreement of even date, between your
Bank and the rAssa per 11 Meszogiorno, there is attaohed hereto
a List of Goods to be purcbased out of the proveeds of the Loan,
to which we request your approval in aweardaree with Section 3.01
of said Loan Agreeomnt.

Pursuant to Section 4.01 of Loan Regulations No. 4, we also
request your agrement that, subjeet to the provisions of said
Loan Apreemnt, withdrawals may be made from the Loan Aonunt pro-
vided for in said Loan Agreement#

(5) on aecount of expenditures under eategories T and TV
of the attached list made before the Rffective Date,
but subsequent to Qotober 1, 1958, and

(ii) on acount of expenditures under sategory IV of the
attached list made before October 1, 1958, up to an
avzut equivalent to $500,000.

Please enfirm your agreement with the foregoing by signing
the form of confirmation en the enclosed oop. of this letter eA
returning it to us.

Very truly yours,

SOCIETA ETPE NUCLFA-
UAZIONALK RKNM PlR AZT0IT

Authorised Representative

Confirmed t
IrTTRqATT BAL DANX FOR

coSTeRuep ArD DTTL eNT

Ruthorlised Representative
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Amount expressed
in U.S. Dlara

1. TGE oontrmet for a nuclear power station $27,000,OO0

11. Turbogenerator 4,500,000

I7. Fuel element fabrication 2,500,000

TV. Engineering and related charges 1,800,000

V. Interest and other charges during construction 4.200.000



FORM No. 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
(5-48)INENTOABAKFRRCNTUTO AN DEEOM T

OFFICE MEMORANDUM
TO: Files DATE: May 6, 1959

FROM: G. Stewart Mason

SUBJECT: ITALY - Senn

Corbin Allardice has informed me that, according to the
Italian press, a new president of Senn has now been chosen.

His name is Tommaso Zerbi. He is a professor of general
and applied accounting. He has been an under-secretary to the
Minister of the Budget and is a Christian Democratic Party
Deputy.

cc: Mr. Cope/Mr. Lejeune
Mr. Scott
Mr. Finne
Mr. Verheyen



Ii 5, 3959.

Dr. W. B. IAuts
itL Pemiest% Rsseh and DMUP||s1

Cholk rdvwo (nA't~io

Thar& ymn fw yowr lettwe of NWr I and for te kind
wwa in ymur letter to Ar. Ma&d.

I do find tbo mumbw of mustrcm per oenthustor
squand that y .mow rathe

amlkvist 3 x / . I ap = hwwfr, that
backg esrom a m isawme in

;arbin Al lardda

PS. Obviously no reply needed. T haom allMAW WOMWse out
the ul.na sign bufmre the expornt4a

CA.



HOLD FOR RELEASE
W OR LD R AN K

1818 H STREET, N.W., WASHINGTON 25, D. C. TELEPHONE: EXECUTIVE 3-6360

FOR REIEASE
A.M. Newspapers, May 4, 1959 SUBJECT: Report on Nuclear Power in

Southern Italy

The World Bank is publishing today the Summary Report of the Inter-

national Panel on Project ENSI. The Report was the work of seven inter-

nationally known experts on nuclear power who formed the International

Panel appointed by the Bank to toke part in a study of the feasibility of

generating electricity in Southern Italy by means of a nuclear power station.

The study, known as Project ENSI (Energia Nucleare Sud Italia), began

in July 1957 and oonsisted of the preparation of detailed specifications

for the first nup&jIar power plant to be built in Italy, and an examination

of the nine tenders which were later submitted by suppliers from the United

States, the United Kingdom and France. The study was completed in October

1958, at which point the International Panel had analyzed and reported on

the nine tenders. Subsequently the Italian utility which will be responsible

for the new powep plant, Societa Elettronucleare Nazionale, selected the

tender submitted by the International General Electric Company of New York.

In transmitting the Summary Report to the Board of Governors and the

Board of Executive Directors of the Bank, Eugene R. Black, President of the

Bank, said:

"The choice by SENN and the Italian authorities of the success-

ful tender was, of course, neither within the scope of the Panel's

responsibility nor within that of the Bank, and, as I understand
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the Report of the Panel, the final choice could as well have gone

another way. What particularly impresses me is that in the highly

competitive field of nuclear power development, the study (Project

ENSI) has been accepted by the commercial firms and the governmental

authorities as a balanced and impartial work and as a valuable con-

tribution to nuclear power development."

Copies of the Summary Report are available from the World Bank at

1818 H Street, N.W., Washington 25, D.C., U.S.A. The full report of the

Panel contained a great deal of confidential commercial material and for

that reason cannot be made available.


