
No. 566

UNITED STATES OF AMERICA
and

ITALY

Memorandum of Understanding regarding settlement of
certain wartime claims and related matters (with
exchange of notes). Signed at Washington, on 14
August 1947

English andItalian official textscommunicatedby the PermanentRepresentative
of the United Statesof America at the seat of the United Nations. The
registration took place on 9 September1949.

ETATS-UNIS D’AMERIQUE
et

ITALIE

Memorandum d’accord concernant le règlement de certaines
reclamations flees cle la guerre et de questions connexes
(avec échange de notes). Signe a Washington, le
14 aoñt 1947

Textesofficiels anglais et italien communiquéspar le représentantpermanentdes
Etats-Unis d’Amérique au siege de l’Organisation des Nations Unies.
L’enregistrementa eu lieu le 9 septembre1949.



No. 566. MEMORANDUM OF UNDERSTANDING1 BETWEEN
THE GOVERNMENT OF THE UNITED STATES OF
AMERICA AND THE GOVERNMENT OF ITALY
REGARDING SETTLEMENT OF CERTAIN WARTIME
CLAIMS AND RELATED MATTERS. SIGNED AT
WASHINGTON, ON 14 AUGUST 1947

As an integral part of the measureswhich are now being takento restore
normal financial andeconomicrelationsbetweenour countries, and as a step
toward the economicstability of Italy, the Governmentof the United Statesof
Americaand the Governmentof Italy havereachedan understandingproviding
for mutual renunciationof claims and for relatedagreements,as follows:

Article I

RENUNCIATION OF CLAIMS BY ITALY OR ITALIAN NATIONALS

1. (a) In reaffirmation of and connectionwith Article 76 of the Treaty
of Peace with Italy,2 dated at Paris February 10, 1947, the Governmentof
Italy waives all claims of Italy of any description,arising directly out of the
war or out of actionstakenbecauseof the existenceof a stateof war in Europe
after September1, 1939, againstUnited Statesnationalsor the Governmentof
the United Statesof America, any of its agencies,or contractors or sub-
contractorsof, or licenseesfrom the Governmentof the United Statesof America
or its agencies.

(b) The Governmentof Italy further dischargesand agreesto save
harmlessthe Governmentof the United Statesof Americafrom any responsibility
and liability for the processing,settlementand satisfactionof any such claims
of Italian nationals.

2. (a) The Governmentof Italy waives any claims of Italy againstthe
Governmentof the United Statesof America, its agenciesor United States
nationalsarising out of actions with respect to shipsunder Italian registry and
flag, including ships in which thereis an Italian interest,betweenSeptember1,

~ into force on 14 August 1947, as from the date of signature, in accordance
with article Vii.
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1939 andthe coming into force of the presentMemorandumof Understanding,
including claims with respect to the use of Italian ships for civilian or other
passengercarriage.

(b) The Governmentof Italy further dischargesand agreesto save
harmlessthe Governmentof the United Statesof Americafrom anyresponsibility
and liability for the processing,settlementand satisfactionof any such claims
of Italian nationals.

3. The Government of Italy waives any claims of Italy against the
Governmentof the United Statesof America, its officers or agenciesarising
out of the maintenanceof campsin Italy for displacedpersonsand for all costs
incurred in caring for displacedpersonsin Italy, including but not limited to
claims for reimbursementof the United Statesshareof lira funds advancedto
the Allied Financial Agency for the purposesspecified in this paragraph.

4. (a) The Governmentof Italy dischargesand agreesto saveharmless
the Governmentof the United Statesof America from any responsibility and
liability for the processing,settlementand satisfactionof any claims:

(i) of Italian nationals,whether or not assertedin the courts of
any country, respectingwhich the ultimate liability is that of
the Governmentof the United Statesof America,and arising
out of maritime incidents, occurring between September1,
1939 andthe coming into force of the presentMemorandum
of Understanding,excludingincidents involving shipsengaged
in purely commercial activities; or

(ii) of Italian nationals or personsdomiciled or resident in Italy
againstthe Governmentof the United Statesof America, its
contractors and sub-contractors,or licensees therefrom, for
royalties ultimately paid or payable by the United Statesof
America, or for use of inventions,patentedor unpatented,or
for infringement of patent rights, arising out of any use of
patentsor inventionsby the Governmentof the United States
of America or such contractors,sub-contractorsor licensees,
in connectionwith the wartimeactivities of the United States
of America or programsconnectedtherewith.
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(b) The Governmentof Italy further waives any suchclaims of Italy.

5. (a) The Governmentof Italy dischargesand agreesto saveharmless
the Governmentof the United Statesof America from any responsibility and
liability for the processing,settlementand satisfactionof any claims of Italian
nationals, or non-Italian nationals,residing in or transiting Italy, whetheror
not assertedin the courtsof any country, respectingwhich the ultimate liability
is that of the Governmentof the United Statesof America and arising out of
acts or omission, both line of duty and non-line of duty, of military and
civilian employeesof the armedforcesof theUnited Statesof America,occurring
between September 1, 1939 and the coining into force of the present
Mcmor.andurnof Understanding.

(b) The Governmentof Italy further waivesany such claims of Italy.

(c) The Governmentof Italy further agreesto processandto assume
full responsibilityfor the settlementand dischargeof any such claims.

6. (a) The Governmentof Italy dischargesand agreesto save harmless
the Governmentof the United Statesof America from any responsibility and
liability for the processing,settlementand satisfactionof any claims of Italian
nationalsagainstthe Governmentof the United Statesof America, its agencies,
or personsacting under its direction, arising out of the seizureanddisclosureof
technology,whetherpatentedor not, underprogramsof the Governmentof the
United Statesof America for the acquisitionand disclosureof suchtechnology
in connectionwith wartime operationsand any claim againstany personbased
upon use of information so disclosed.

(b) The Governmentof Italy further waivesany such claims of Italy.

7. (a) The obligation to return Italian goodsunderArticle 73(2) of the
Treaty of Peaceis understoodto be an obligation only to returnsuch goodsin
the condition in which they exist at the time of return.

(b) (i) Exceptas specifiedin Article 73(2) of the Treaty of Peace,
no claim shallbe assertedby Italy againstthe Governmentof the United States
of America or its agencies,or againstduly authorizedUnited Statesnationals,
arising out of or in connectionwith procurementor requisition of supplies,
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servicesor facilities in italy by the military forcesor civil agenciesof the United
Statesof America prior to tile effective dateof the said Treaty.

(ii) The Governmentof Italy further agreesto processand to
assumefull responsibilityfor the settlementand dischargeof any such claims of
Italian nationals.

8. With respect to any of the waivers included in the presentArticle,
the Governmentof Italy reaffirmsits obligationsto makeequitablecompensation
in lira to the extentsetout by the terms of Article 76(2) of theTreaty of Peace.

Article II

RENUNCIATION OF CLAIMS BY THE GOVERNMENT OF THE UNITED STATES
OF AMERICA

9. The Governmentof the United Statesof America, recognizing the
contribution of Italy towards the winning of the war by Italian action since
October 13, 1943, and recognizingthe conditionsand terms of the Treaty of
Peacewith Italy and of various clausesof this financial agreement,agreesto
renounceandwaiveclaims of the Governmentof the United Statesof America
or its agenciesarisingout of the following connections:

(a) Civilian supplies furnished, prior to the effective date of this
Memorandumof Understanding,under the military relief program;

(b) Dollars transferredor to be transferredto Italy, equivalentto
the net lira expendituresof the United Statesarmedforcesin Italy; and

(c) Suppliesprocuredwith funds appropriatedfor the purposesof the
Lend-LeaseAct and transferredto Italy through the agency of the United
StatesDepartmentof War.

10. The Governmentof the United Statesof America waivessuch claims
as it may have for the payment of salary to Italian officer prisonersof war,
madeconsistentwith the conventionrelatingto the treatmentof prisonersof war,
signedat Genevaon July 27, 1929.1

League of Nations, Treaty Series,Volume CXVIII, page 343.
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11. (a) The Governmentof the United Statesof America agreesto
continue to honor in lira, at the prevailing rate of exchangeapplicableto the
Governmentof the United Statesof America expendituresin Italy at the time
of payment,andin accordancewith proceduresestablishedby the UnitedStates
military authorities,all valid evidencesof obligationsmade out by the Govern-
ment of the United Statesof America or its agenciesand in its nameor the
nameof anyof its agenciesto former Italian prisonersof war andsurrendered
Italian personnel,both officer and enlisted, it being understoodthat the two
Governmentsmay enterinto a subsequentunderstandingwith referenceto the
procedureswhich may be utilized by the Governmentof the United Statesof
America to meet these obligations.

(b) The Government of Italy further agrees to undertakethat all
paymentswhich have beenmadeby it to former Italian prisonersof war and
surrenderedpersonnelprior to the effective date of this agreementin lira at
less than the prevailing rate of exchangeapplicableto the Governmentof the
United Statesof Americaexpendituresin Italy at the time of payment,shallbe
adjustedto suchthenprevailingrate of exchange.

12. The Governmentof the United Statesof America waives all costs,
including maintenancecosts,incurredin the repatriationof Italian prisonersof
war to the assemblypoint on Italian territory. For the purposes of this
Memorandumof Understandingthe assemblypoint on Italian territory shallbe
consideredthe first point of arrival of Italian prisonersof war on Italian territory.

13. The Governmentof the United Statesof America waives anyclaims
it or its agenciesor officers mayhavewith respectto advancesmadeby it toward
the financing of Italian Partisans.The Governmentof the United Statesof
America, in furtherrecognitionof the renunciationof claimsby the Government
of Italy, and with particular reference to paragraph2(a) above, waives all
claims it may have against the Governmentof Italy resulting from advances
made by it toward the maintenanceof Italian diplomatic missions, and also
Italian shipping and crews in neutral ports.

14. (a) The Governmentof the United Statesof America waives any
claims it or its agenciesor officers may havewith respectto any transfermade
directly by the armedforcesof the United Statesof America, their agencies,or
officers of suppliesand materials from military stocks to the Governmentof
Italy, to the Italian armed forcesor their agenciesor officers.
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(b) The Governmentof the United Statesof America, with reference
to 14 (a) above, reservesthe right of recaptureof any arms, ammunition and
implements of war (of the types listed in ProclamationNo. 27171 of the
Presidentof the United Statesof America, dated February 14, 1947), which
may havebeentransferredby the armedforcesof the United Statesof America,
its agenciesor officers, andare held by the Governmentof Italy, its agenciesor
officers, on the date on which notice requestingreturn is communicatedto
the Governmentof Italy, but the Governmentof the United Statesof America
has indicated that it doesnot intend to exercisegenerally its right of recapture
of such articles. Disposal of such articlesby the Governmentof Italy in or for
usein other countrieswill be madeonly with the consentof the Governmentof
the United Statesof America and with payment to the Governmentof the
United Statesof America of any proceedsof such disposals. The Government
of Italy agreesthat all such articlesheld by it will be used only for purposes
compatiblewith the principles of internationalsecurityand welfare set forth in
the Charterof the United Nations.

15. Nothing containedherein shall be construedto affect in any manner
obligations assumedby Italy or the United Statesof America pursuant to
settlementsbetweenItaly and the United Statesof America involving disposal
of surplus property.

Article III

PROPERTY OF NATIONALS OF THE UNITED STATES OF AMERICA

16. (a) The Governmentof Italy will expeditein any mannernecessary
arrangementsnow being undertaken,or those necessaryto be undertaken,for
the desequestrationof and releaseof any unusualcontrols over the propertyor
interests in property in Italy of nationals of the United Statesof America,
including the cancellationsof any controls,contracts,including contractsfor the
sale of capital assetsor a part thereof,agreementsor arrangementsundertaken
during the period of control in accordancewith the request,or at the direction
of the Governmentof Italy, its agenciesor officials, which are not deemedto
havebeenin the bestinterestof such propertyor interests.The Governmentof
Italy further agreesthat with respectto the application of Paragraph4 (a)
and 4 (d) of Article 78 of the Treaty of Peaceto caseswhich fall within the
terms of this provision, as well as to all casesto which Paragraph4 (a) and
4 (d) of Article 78 apply, the requirement“for the restorationto complete
good order” shallbe followed in all caseswhere therehasbeen(1) deterioration
of the physicalpropertywhile underItalian control, and (2) wherethe physical

‘United States of America, 12 Fed. Reg. 1127.
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propertyhas sufferednon-substantialdamageas a result of acts of war. In all
other casesthe requirementto compensatein lira to the extent of “two-thirds
of the sum necessary”shall apply, providedthat the Governmentof Italy may,
with respectto any case,apply the requirement“for tile restorationto complete
good order.”

(b) The Governmentof Italy agreesthat with respectto the property
or interestsin property of United Statesnationals which propertyor interests
are not coveredby section (a) above, it will accordsuch propertyor interests
treatmentidentical with that provided in section (a) above.

(c) The Governmentof Italy shall, with referenceto paragraphs(a)
and (b) above,apply Paragraph4 (b) of Article 78 of theTreaty of Peace.

(d) Compensationpaid in accordancewith terms of this sectionshall
be free of levies, taxes,or otherchargesandshall be freely usablein Italy but
shall be subject to the foreign exchangecontrol regulationswhich may be in
force in Italy from time to time.

Article IV

PREWAR CLAIMS OF THE GOVERNMENT OF THE UNITED STATES OF AMERICA

OR OF UNITED STATES NATIONALS

17. (a) The Governmentof Italy, recognizingthe existenceof legitimate
claims of the Governmentof the United Statesof America or of United States
nationals against the Governmentof Italy or Italian nationals arising out of
contractsor other obligations incurred prior to December8, 1941, agreesthat
it will makeevery effort to settle at as early a dateas possible,and to facilitate
to the extent possible the payment of the debts or other claims referred to
hereinabove.

(b) With respectto lira paymentsmadeunder Italian law to Italian
governmentagencies in purported discharge of debts in non-lira currencies
owed by Italian nationals to nationals of the United Statesof America, the
Governmentof Italy fully recognizesthe existenceof legitimate claims of the
Governmentof the UnitedStatesof Americaor United Statesnationalsin these
cases.The Governmentof Italy further agreesthat within six monthsfrom the
dateof the signingof this Memorandumof Understandingit will either assume
the obligation to makepaymentof such debts in foreign exchangeto the extent
that lira paymentsweremadeto the Governmentof Italy in the mannerreferred
to above, or it will provide that the Italian debtor shall be held directly
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responsiblefor the paymentof such debts. In either event, the Governmentof
Italy agrees that it will makeavailable the foreign exchangenecessaryfor the
dischargeof such debts at the earliestdate permitted by the Italian foreign
exchangeposition. It is understoodthat the provisions of this section do not
prejudice any settlement between the Governmentof Italy and the Italian
debtorswith respectto suchlira payments.

Article V

DEFINITIONs

18. For the purposesof this Memorandum of Understanding,the term
“nationals” meansindividualswho arenationalsof the United Statesof America,
or of Italy, or corporationsor associationsorganized under the laws of the
United Statesof America or Italy, at the time of the coming into force of this
Memorandum of Understanding, provided, that under Article III above,
nationals of the United States of America shall, for purposes of receiving
compensation, also have held this statuseither at the time at which their
property was damaged or on September 3, 1943, the date of the Armistice with
Italy.

Article VI

CLAUSES OF THE TREATY OF PEACE

19. It is agreed that any of the clauses of the Treaty of Peace, dated
at Paris February 10, 1947, to which this Memorandum of Understanding may
refer, shall be considered as constituting an integral part of this Memorandum
of Understanding, as between the Governments of the United States of America
and Italy.

Article VII

EFFECTIVE DATE

20. This Memorandum of Understanding shall enter into force upon
the day it is signed.

DONE at Washington in duplicate, in the English and Italian languages,
both of which shall have equal validity, this 14th day of August, 1947.

For the Government of the United States of America:
Robert A. LOVETT

For the Government of Italy:
LOMBARDO
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EXCHANGEOF NOTES

I

The Chief of the Italian Economic and Financial Delegation to the Acting
Secretaryof State

ITALIAN EMBASSY

WASHINGTON, D.C.
Italian Economic and Financial Dclrgation

August 14, 1947

Sir:

With respect to the “Memorandum of Understanding between the
Governmentof the United Statesof America and the Governmentof Italy
regarding settlement of certain wartime claims and related matters”, I am
authorized,on behalf of the Governmentof Italy, to make known to you the
intentions of the Government of Italy with respect to United Statesmilitary
cemeteriesin Italy.

The Governmentof Italy is deeplyawareof the fact that the existenceof
thesecemeteriesis the result of the valiantandheroicsacrificesmadeby nationals
of the United Statesof America in the cause of peace and justice for my
country, as well as for their country. My Governmentis also deeply aware of
the fact that for years to come the members of the families and relatives of
those United States nationals who are buried in United States military cemeteries
in Italy will wish to visit their graves. The Government of Italy, therefore, in
recognition of the circumstances which led to the establishment of these
cemeteries and in full appreciation of their symbolic significance, offers to
undertake to maintain in good order and in perpetuum all United States
military cemeteries in Italy.

Accept, Sir, the renewed assurances of my highest consideration.

LOMBARDO

Chief of the Italian Econolnic
and Financial Delegation

The HonorableRobert A. Lovett
Acting Secretaryof State
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II

The Acting Secretary of State to the Chief of the Italian Economic and
Financial Delegation

August 14, 1947

Sir:

I have the honor to acknowledge receipt of your note of this date in
the following terms:

[See note I]

The Government of the United States of America not only values the
offer of the Government of Italy to maintain in good order and in perpetuum
all United States military cemeteries in Italy, but also the motives which
prompted that offer.

It is, therefore, with a deep sense of appreciation that I accept, on behalf
of my Government, the offer of the Government of Italy to undertake to
maintain in good order and in perpetuum all United States military cemeteries
in Italy.

Accept, Sir, the renewedassurancesof my highest consideration.

Robert A. LOVETT

Acting Secretary of State

The Honorable Ivan Matteo Loinbardo
Chief of the Italian Economic and Financial Delegation

III

The Chief of the Italian Economic and Financial Delegation to the Acting
Secretaryof State

ITALIAN EMBASSY
WASHINGTON, D.C.

Italian Economic and Financial Delegation

August 14, 1947

Sir:

With reference to the “Memorandum of Understanding between the
Governmentof the United States of America and the Government of Italy
regarding settlement of certain wartime claims and related matters”, I have the
honor to inform you of my Government’s undertakings as set forth below with
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respectto the assistanceto be given to nationalsof the United Statesof America
with respectto their propertiesin Italy. This assistanceis directed particularly
to the implementationof Article 78 of the Treaty of Peacewith Italy and
to Article III, paragraph16, of the aboveMemorandumof Understanding.

The Governmentof Italy shall, as soonas possible,designatean Italian gov-
ernmcntalagencyhaving authority to receive and determineclaims of nationals
of the United Statesof America with respectto their propertiesin Italy, andto
effect tile restoration of such properties, or pay compensation, or both, as
provided in Article 78 of the Treaty of Peacewith Italy, and in accordance
with the terms of Article III, paragraph 16, of the Memorandum of
Understanding.

With a view to renderingappropriateassistanceto nationalsof the United
Statesof Americahaving claims falling within the scopeof this agreement,and
also to any representativewho may be designatedby the Government of the
United States of America to assist such nationals in the preparation and
establishmentof their claims, the Governmentof Italy further will, upon request
and without charge, furnish copies of pertinentevidenceand records in Italy,
andwill also, upon requestandwithout chargemakeavailableto the designated
I~cprcsentativeof the United States of America funds in lira to the extent
necessaryto defray the local expensesin Italy, including subsistence,of such
representativeand his assistants, and also to pay compensation to Italian
personneldesignatedin Italy by such representative,it being understoodthat
such expenseswill be kept to a minimum.

Accept, Sir, tile renewed assurancesof my highest consideration.

LOMBARDO

Chief of the Italian Economic
and Financial Delegation

The Honorable Robert A. Lovett
Acting Secretaryof State
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Iv

The Acting Secretary of State to the Chief of the Italian Economic and
Financial Delegation

August 14, 1947
Sir:

I have the honor to acknowledge receipt of your note of this date in
the following terms:

[See note III]

I am pleased to inform you that the undertakings and procedures set forth
in your note are satisfactory to my Government. These procedures can be
expected to limit the expenses to be incurred undersection 5 of Article 78 of
the Treaty of Peace, which is a desirable result for both Governments.

Accept, Sir, the renewedassurancesof my highest consideration.
Robert A. LOVETT

Acting Secretaryof State

The HonorableIvan Matteo Lombardo
Chief of the Italian Economicand Financial Delegation

V

The Chief of the Italian Economic and Financial Delegation to the Acting
Secretaryof State

ITALIAN EMBASSY
WASHINGTON, D.C.

Italian Economic and Financial Delegation

August 14, 1947

Sir:

Referenceis madeto Article III, paragraph 16, of the “Memorandum of
Understandingbetweenthe Governmentof the United Statesof America and
the Governmentof Italy regardingsettlementof certain wartime claims and
related matters”, signed this date.

One of the more troublesomeproblems which has arisen in connection
with Article 78 of time Treaty of Peacehas been concernedwith the property
~n Italy of American oil companies. The principal difficulty which has been
encounteredin returning such propertiesto the rightful owners has been the
questionof the employmentrights which accruedduring the period of control
of the American oil companiesby the Governmentof Italy.
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I am authorized by my Governmentto advise you of the following
agreementon the questionof employmentrights which hasbeenreachedbetween
the Governmentof Italy and representativesof the oil companies:

1. The Anglo-American companies(which had originally requested
the Government of Italy to consider as broken the continuity of employment
for time employees on their pay rolls at the moment of liquidation of the
companies)havenow in principleagreedto re-engage95% of the personnel.
The Azienda Generalc Italiana Petroli on its side shall, in full agreement
with the Italian Treasury, pay the indemnities for the period running from
the date of the liquidation to tile date of re-employment. The implementa-
tion of this formula can be expected to take place in the very near future.

2. An agreementhas been reached on the partitioning of the market
between the foreign companies on the one side and Azicnda Gencrale
Italiana Petroli on the other side. This agreement has involved considerable
sacrifice on the part of Azienda Generale Italiana Pctroli.

3. Insofar as the war damagessuffered by the American companies
are concerned, time duty of the Government of Italy derives from Article 78
of the Treaty of Peace,and the policy applied will be in accordancewith
Article III, paragraph 16, of the above referred to Memorandum of
Understanding.

It is also understood that the properties and all assets will be returned,
including, of course, the employeecompensationfunds which were on hand at
the dateof liquidation and which representthe funds availablefor personsstill
employed by the companies.

This agreementwas macIc known to the representativesof the American
oil companiesin the United Statesof America concernedwith this problem,as
well as to officials of your Department,all of whom signified their approval.

I can, therefore, confirm to you that the Governmentof Italy accepts
all the aboveengagementsandwill implementthem at the earliestpossibledate.

Accept, Sir, the renewedassurancesof my highest consideration.

LOMBARDO

Chief of the Italian Economic
and Financlal Delegation

The HonorableRobert A. Lovett
Acting Secretaryof State
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VI

The Acting Secretary of State to the Chief of the italian Economic and
Financial Delegation

August 14, 1947

Sir:

I have the honor to acknowledge receipt of your note of this date in
the following terms:

[See note IT]

My Government is very pleasedto know that the questionof the return
of the properties in Italy of American oil companies has been resolvedin the
manner set forth in your note. The solution is consistent with the terms of
Article III, paragraph 16, of the “Memorandum of Understanding between
the Governmentof the United Statesof Americaand tile Governmentof Italy
regarding settlement of certain wartime claims and related matters”, signed
this date.

Accept, Sir, the renewedassurancesof my highest consideration.

Robert A. LOVETT
Acting Secretaryof State

The Honorable Ivan Matteo Lombardo
Chief of the Italian Economic and Financial Delegation

VII

The Chief of the Italian Economic and Financial Delegation to the Acting
Secretaryof State

ITALIAN EMBASSY

WASHINGTON, D.C.
Italian Economic and Financial Delegation

August 14, 1947

Sir:

With reference to Article 4 of time “Memorandum of Understanding
between the Government of the United States of America and tile Government
of Italy regarding settlement of certain wartime claims and related matters”,
signed this date, I am pleased to be able to advise you on behalf of time
Government of Italy that a plan has been prepared for adjusting the unre-
patriated bonds of the Italian dollar issue, service on which has been suspended
since 1940.
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The proposed plan, whicil has been approved in principle by the Foreign
Bonds Holders Protective Council, Inc., will embrace all publicly held dollar
bonds comprising three groups: first, bonds of the Kingdom of Italy; second,
bonds of the Cities of Romeand Milan, bonds of the Italian Credit Consortium
for Public Works, and bondsof the Mortgage Bank of the Venetian Provinces;
and third, bonds of the Italian Credit Institute for Public Utility Enterprises
and of eleven public utility corporations.

New bonds will be issued in an amount equal to the principal of the old
bondsplus all arrearsthereof at the former ratesto January 1, 1947. TIme new
bondsto be issued in exchange for tile Kingdom of Italy bonds will be issued by
the Republic,while thoseissuedin exchangeof the old bondsin the second and
third groupswill be bondsof the Consortiumand the Institute respectively,itt
each caseguaranteedas to principal and interestby the Republic.

The new bondsin all threegroupsare expectedto bear interestat 1 % for
1947, 1948 and 1949; 2% for 1950 and 1951; and 3% beginning 1952. Tile
first installmentof intereston tile IICW bonds will be paid in cashat the tilne of
exchange.Commencingin January1952 the threeissucsof bonds will be entitled
to a cumulativesinking fund of 1% per annumfor 1952 to 1956 inclusive and
2% per annum beginning in 1957.

It is expected that tile full details of the plan will be madepublic and the
offer to the old bond holderswill be maadc in the near future, as soon as the
necessaryregistration under time Security Act of 1933 and other arrangements
are completed. There is enclosedherewith for your information additional
details concerningtime proposedplan.

Accept, Sir, the renewed assurancesof my highest consideration.

LOMBARDO

Chief of the Italian Economic
and Financial Delegation

Enclosure:
Italian Dollar Bond Tabulation.

The Honorable Robert A. Lovett
Acting Secretai’y of State
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ITALIAN DOLLAR BONDS

There are presently outstanding approximately $108,000,000 of non-
repatriatedItalian dollar bonds on which service was suspendedon June 10,
1940,and it is the desire of the Governmentof Italy to make an adjustmentwith

respect thereto.

These obligations fall into three categories: first, bonds issued by the
Government of Italy; second, bonds issued by the Cities of Rome and Milan
and by the Italian Credit Consortium for Public Works, and the Mortgage Bank
of the Venetian Provinces; and third, various corporateobligations. In con-
nection with formulating an adjustmentof Italian dollar bonds, it has been
consideredadvisableto assurethreetypesof obligations—onea direct obligation
of the Governmentof Italy, to be issued in exchangefor bondsfalling within
the first category and the other two being obligations of semi-governmental
agencies,guaranteedas to principal and interest by the Governmentof Italy,
to be issuedin exchange for bondsfalling within the secondandthird categories.

I. Bonds of the Kin~idonzof Italy:

The issue of the aboveobligor to be consideredin the following:

Issue Maturity InterestDates

Kingdom of Italy 7s, 1951 J & D 1
II. Bonds of the Cities of Rome and Milan, the Italian Credit Consortiumfor

Public Worksand the Mortgage Bank of the VenetianProvinces:

Issue Maturity Iute,estDates

City of Mihin 61/Is, 1952 A & 0 1
City of Rome 6¼s,1952 A & 0 1

Consortiumfor Public Works 7s, 1947 M & S 1

MortgageBank of the Venetian Provinces 7s, 1952 A & 0 1

III. Corporate Obligations:

The Corporateobligations outstandingare twelve issuesof dollar bonds,8 of
which represent, directly or indirectly, obligationsof utility companiesand 4 of
industrial companies.Theseobligations are the following:
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Issue Maturity InterestDates

Italian Public Utility Credit Institute 7s, 1952 J & J 1
Adriatic Electric Co 7s, 1952 A & 0 1

PiedmontHydra-ElectricCo 61/2s, 1960 A & 0 1
LombardElectric Co ‘is, 1952 J & D 1
Isarco Hydro-Electric Co 7s, 1952 M & N 1
MeridionaleElectric Co 7s, 1957 A & 0 1
United Electric Service Co 7s, 1956 J & D 1
Terni Industrial and Electric Co 61/Is, 1953 F & A 1
IsottaFraschiniAutomobile Factory 7s, 1942 J & D 1

Ercole March11 Electric ManufacturingCo 61/2s, 1953 M & N 1
Ernesto Breda Co 7s, 1954 F & A I
*Crespi Cotton Works 7s, 1952 M & N 1

*The lira bondsof Crespi Cotton Works, Ltd. (now Italian Textile
Establishment(Milan) wereoriginally sold in the U. S. with provisionfor
payment in dollars at a rateof not less than 3.64 centsto the lira.

En order to effect an adjustment with the holders of such obligations, the
following plan is proposed:

1. (a) The Government of Italy will offer a like principal amount of its
3% 30 year ExternalSinking Fund Bondsin exchangefor the outstandingprin-
cipal amount of the obligationsof the Kingdom of Italy.

(b) The Italian Credit Consortium for Public Works, one of the
present obligors and a semi-governmentalagency, will offer (pursuant to
authority grantedby the Governmentof Italy) its bonds in exchangefor the
outstanding principal amount of the obligations of the Cities of Romeand Milan,
the Italian Credit Consortiumfor Public Works and the MortgageBank of the
Venetian Provinces. The entire debt serviceon such bondswill be guaranteed
by the Government of Italy.

(c) The Italian Public Utility Credit Institute, one of the present
obligors and a semi-governmentalagency, will offer (pursuant to authority
granted by the Government of Italy) its bonds in exchange for the outstanding
principal amountof the twelve corporateissues. The entim’e debt service on such
bondswill be guaranteed by the Government of Italy.
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2. Semi-annual interest payments on the three issuesof bonds will accrue
from January 1, 1947. Interest will be paid in 1947, 1948 and 1949 at tile rate

of 1% per annum; in 1950 and 1951 at the rate of 2% per annum; and in
1952 and subsequent years at the rate of 3% per annum. Upon exchange of
old bonds for new bonds, a cash payment will be made for interest accrued from
January 1, 1947 to July 1, 1947, at the rate of 1% per annum.

3. Interestin arrearson the various bond issueswill be computed at the
rates stated in the bonds from the date of the last coupon payment to January 1,
1947 andadditional (a) Governmentof Italy Bonds,or (b) Italian Credit Con-
sortium for Public Works Bonds, or (c) Italian Public Utility Credit Institute
Bonds, as the case may be, will be issued in settlement thereof, except that no
bonds will be issued in principal amounts of less than $100. Any balance which
may be due on accountof accruedinterestover and abovea multiple of $100
will bedischargedby an equalfaceamountof non-interestbearingscripexchange-
able for Governmentof Italy bonds or Italian Credit Consortium for Public
Works bonds or Italian Public Utility Credit Institute bonds, as the casemay
be, in aggregate amounts of $100 or any multiple thereof.

4. Commencing January 1, 1952, the three issues of bonds will be entitled
to a cumulative sinking fund, calculated on the nominal amount of bonds to
be outstanding initially, at the following rates:

1952 to 1956 inclusive 1% per annum
1957 and subsequentyears 2% per annum

such sinking fund to be applied semi-annually to the purchaseof bondsat or
below par or to the extent not so obtainable in redemption at par of bonds
to be selected by drawings.

5. The Government of Italy is prepared to agree to set aside monthly
in a segregated account with the Bank of Italy foreign exchange equivalent to
1/6 of the semi-annual service requirement for the three issuesof bonds.

* * *

The respective approximate principal amount of the three proposed 3%
thirty year bonds to be outstanding (including bonds issued in settlement of all
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arrears of interest to January 1, 1947) are shown in the attached tabulation,
which also sets forth a schedule of the relative interest and amortization
payments.

* * *

No provision is being made at this time for the outstanding bonds of the
General Italian Edison Electric Company,all of which bonds are owned by
the InternationalPowerSecuritiesCorporation,becauseof negotiationspresently
being conducted by General Italian Edison Electric Company with the
InternationalPowerSecuritiesCorporationlooking toward the exchangeof such
bondsfor stocks of the General Italian EdisonElectric Company.

PROPOSED ITALIAN ISSUES TO BE DATED AS OF JANUARY 1, 1947, DUE 1977

Government Credit Pub. Util.
Issue Consortium CreditInstitute Total

Original principal amount to be

outstanding $40,257,310$38,055,462$58,065,712 $136,378,485

* * *
Total Service

Semi-Annual ServiceRequirements Semi-Annual Annual
1947 to 1949

Interest 1% $ 201,286 $ 190,277$ 290,328$ 681,891 1,363,782

1950 to 1951
Interest 2% 402,573 380,544 580,657 1,363,784 2,727,568

1952 to 1956
Interest3%
Sinking fund 1% 805,145 761,108 1,161,313 2,727,566 5,455,132

1957 to 1977
Interest3%
Sinking fund 2% 1,006,432 951,385 1,451,642 3,409,439 6,818,918

* * *
Amount bonds retired at par 6th

to 10th years 2,154,308 2,036,481 3,107,299 7,298,088
%of original issue 5.35%
Amount of bonds retired at par

11th to 30th years 21,846,788 20,651,864 31,511,032 74,009,684
% of original issue
Amount bonds retired at par 6th

to 30th years 24,001,096 22,688,343 34,618,331 81,307,772
% of original issue 59.62%
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UNREPATRIATED BONDS OUTSTANDING

Principal Interest Arrears to Approximate
Interest Dates Amount December 31, 1946 Total Amount of

Outstanding % Amount New Bond,

Kingdom of Ilaly—7.r, 1951
J & D 1 27,558,400 46.08 12,698,910.72 40,257,310.72

City of ~11ilan—6~.r, 1952
A & 0 1 13,092,800 43.87 6,743,811.36 18,836,611.36

City of Rome—63/
2

.r,1952
A & 0 1 9,911,800 43.87 4,348,306.6614,260,106.68

Credit Con.cortium—7.r,1947
M & S 1 2,704,000 47.83 1,293,323.20 3,997,323.20

.M’ortgage Ban/v of Venetian Pro-
pince.r—7.r,1952

A & 0 1 666,500 47.26 314,921.25 961,421.26
26..375,100 11,700,362.47 38,055,462.47

hal. Pub. U. Cr. In.rt.—7.c, 1952
J & J 1 7,878,500 49.00 3,860,465.0011,738,965.00

Adriatic Elec. Co.—7t,1952
A & 0 1 2,091,000 47.25 987,997.50 3,078,997.50

Piedmontll—E Co.—63/~.r,1960
A & 0 1 5,473,000 43.87 2,401,005.10 7,874,005.10

Lombard Etec. Co.—7.s’, 1952
J & D 1 2,879,000 46.08 1,326,643.20 4,205,643.20

I.rarco H—ECo.—7.r, 1952
M & N 1 2,091,500 46.67 976,103.05 3,087,603.05

.efferidionaleElec. Co.—7.r, 1957
A & 0 1 8,765,500 47.25 4,145,698.75 12,907,198.75

UnitedElec. SerpiceCo.—7.r~1956
J & D 1 2,748,000 46.08 1,266,278.40 4,014,278.40

Terni lad. d Elec. Co.—63/
2

.r,1953
F & A 1 5,032,000 44.96 2,262,387.20 7,294,387.20

Lrolla Fra.rch. Auto Factory—7s,
1942

J & D 1 253,000 46.08 116,582.40 369,582.40
Ercole ififarelli Elec. Co.—63/~,r,

1953
M & M 1 1,022,000 43.33 442,852.60 1,464,832.60

Erne,rlo Breda Co.—7.r, 1954
F & A 1 983,000 48.42 475,968.60 1,458,968.60

hal. Textile E.rtab.jIll lan—7.c, 1952
M & N I * 389,480 46.67 181,770.32 571,250.32

39,605,980 18,439,732.12 58,065,712.12
27,558,400 12,698,910.72 40,257.310.72
26,375,100 11,700,362.47 38.055,462.47
39,605,980 18,439,732.12 58.065,712.12

93,539,480 42,839,005.31 136,378,485.31
Theprincipal amount of bondsoutstandingis Lira 10,700,000.
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VIII

The Acting Secretary of Stale to the Chief of the Italian Economic and
Financial Delegation

August 14, 1947

Sir:

I have the honor to acknowledge receipt of your note of this date in
the following terms:

[Seenote VII]

The plan proposedby you with respectto the unrepatriatedbondsof the
Italian dollar issues,serviceon whichhasbeensuspendedsince 1940,satisfactorily
complies with the obligations undertaken by the Government of Italy in
paragraph17 of Article IV of the “Memorandumof Understandingbetween
the Governmentof the United Statesof America and the Governmentof Italy
regardingsettlementof certain wartime claims and relatedmatters”.

Accept, Sir, the renewedassurancesof my highest consideration.

RobertA. LOVETT

Acting Secretaryof State

The HonorableIvan Matteo Lombardo
Chief of the Italian Economicand Financial Delegation
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