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su B J ECT: Iceland - Fertilizer Plant ~ egotiations 

1. On Wednesday, October 24, 1951, at 2 p.m. there took place in the 
Bank the first negotiation meeting on the proposed loan for the fertili
zer plant. There were present: 

For · the Bank For Iceland 

' . Mr• Prud I hODII!e 

Mr. Lejeune 
Mr . Paterson 
Miss Horsey 

Minister Thors 
Mr. Eggerz (;,! "l"} ~ 

~ 
2. Mt-. Thors opened with a reference to Mt-. Blackts letter of 26 
September 1951, and said that it was his understanding that the Bank had 
approved the Fertilizer Project in principle and that, therefore, there 
was no reason to delay considering the contract. 

3. Mr. Prud 1homme thereupon explained that the Bank's knowledge of 
certain financial and technical matters was incomplete and that it be
hooved the Bank to obtain further information before embarking on dis
cussion of a contract. 

4. Mr. Thors demurred. He recognized that the Bank would have to 
be satisfied on the financial and technical aspects, but he saw no 
necessity to hold up negotiations pending obtaining the necessary in
formation. Considering the short time at his disposal (he was to leave 
for Paris on Friday) he requested that we consider the contract forth
with. 

5. Miss Morsey explained that a finished draft of the contract would 
not be ready until the following morning, but meanwhile there were sone 
questions of principle which could be settled in the light of infor
mation which Mt-. Thora could probably give the Bank. The first of these 
was who should be the borrower. The answer to this question would depend 
upon the degree of autonomy enjoyed by the fertilizer plant and the extent 
to which this plant was controlled by the Government. 

6. Mr. Thora explained that the fertilizer plant would enjoy the same 
degree of autonomy as a private corporation, cut that a controlling in
terest would be held by the Government. In his view, it would be pre
ferable for the borrower to be the Government of Iceland. 

7. There was then some discussion of the source of local currency 
for the construction of the plant. Mro Thors said that it was his under
standing that this currency would be provided out of the counterpart 



-2-

of ECA grants. 

s. In response to a question as to how the Icelandic Government pro-
posed to dispose of the surplus production of the plant, Mr. Thora said 
that he understood that this surplus would be exported if market con
ditions made such export a profitable business, and that if not exported 

v it would be used to raia.im land in Iceland. When asked if this surplus 
would in any event be sold by the plant to the fertilizer monopoly, Mr. 
Thora explained that he thought it likely that the fertilizer monopoly 
would be abolished; and that the fertilizer plant would make direct 
sales to conswners within Iceland or to importers abroad. It was noted 
that in this respect the legislation establishing the fertilizer plant 
was not consistent with the facts. 

9. In answer to questions regarding the amount of ECA grant aid 
which Iceland had received and could expect to receive d\ll'ing the fis
cal years 195()-51 and 1951-52, Mr. Thora reported that such aid in the 
fiscal year 1950-51 had amounted to $5.4 million and that for the fol
lowing year they had a commitment for $6 million. 

10. It was agreed that the meeting would reconvene on Thursday to 
discuss a draft of a loan contract and that meanwhile the Icelandic 
representatives would take steps to obtain the following information: 

(a) the distribution of shares of the fertilizer plant; 

(b) the capitalization of the fertilizer plant; 

(c) the regulations regarding the organization and opera
tions of the plant, to which reterence is made in the 
legislation; and 

(d) the manner in which it is proposed to make available ECA 
counterpart funds to the plant, i.e., whether as a capital 
subscription by the Government, or as a loan, or otherwise. 




