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OFFICE MEMORANDUM
TO: Files DATE: October 24, 1958

FROM: J. H. Collier

SUBJECT: Austria - Forthcoming Negotiations for Aschach Project

1. The Working Party met on October 22, 1958, to consider certain
points in connection with the negotiations for the proposed Aschach
Loan. Present were Messrs. Collier, Spottswood, Fontein, Rutland,
and Jentgen.

2. The Working Party considered the following three matters:

(a) Disbursement of the loan. The local expenditure part
of the loan could be disbursed either in the same manner
as Loan 102 AUA, that is, as a proportion of total local
expenditure, or, as was the case in Loans 148 and 149,
by disbursing specified amounts each year. The Working
Party had a slight preference for the first method but
this would be discussed with the V.G. There would be
a separate category for imports.

(b) Tt was agreed that we would not include a clause similar
to Section 5.08 of Loans 148 and 149. The clause pre-
cluded the V.G. from embarking on any substantial in-
vestment outside some defined "Program" without the
consent of the Bank and the Austrian Government. The
reasons which prompted the inclusion of this Section
.n the previous loans now seemed less important; in
particular because the V.G.'S rrospects of borrowing
from other European countries have improved. Moreover,
it would be difficult for the Bank to make use of such
a clause without thereby providing the V.0. with a
strong argument for another loan from the Bank.

(c) 11. Spottswood suggested that it would be desirable
to obtain a statement from the Government agreeing to
some specific rate of return on investment as a goal
which it would be reasonable for the V.G. to aim at.
i- was agreed that a possille procedure would be to send
a letter to the Austrian authorities requesting a
statemehtof their policy on power rates and at the same
time setting out the Bank's view that the rate return
should be somewhat above the cost of borrowed funds.
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