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SUBJECT: Middle East Aircraft Service Company Expansion llrog Neaps
Completion

The Middle East Aircraft Service Company (MASCO) was organized in
1955 as a joint Lebanese-British venture for the purpose of performing coverhaul and maintenance work on aircraft operating in the Middle East. COThe British Government-owned airline, BOAC, and the Lebanese carrier, (J
Middle East Airlines (MEA), were major participants in MASCO's financial>
and administrative development.

0
At the time MASCO was established, it was the first and only major 01

aircraft overhaul activity planned for the Middle East and it was
anticipated by its Board of Directors that the new venture would acquire
the majority of the aircraft overhaul work that would appear in the
Middle East area. Based upon such an assumption, the MASCO Board of
Directors laid plans for an expansion program which would provide for a
complete set of buildings, hangars, equipment and facilities adequate
to care for the bulk of aircraft overhaul volume that would generate in
the Middle East. A piece of ground adjacent to the Beirut airport was
purchased, and construction of the new facilities began in 1956. The
ground purchased contained a total of 900,721 square feet, the planned
new buildings were to cover 338,197 square feet, and the remaining
ground area was to be held for possible future expansion. 0

MASCO's new construction was ready for occupancy around January 1, >
1960, and the move from the old quarters to the new set-up has been
under way during the past two months. All of MASCO's activities are
now physically located in the new quarters; however, it will be another
two to six months before all phases of its operations will be fully
integrated in the new area.

MASCO's original expansion plans called for a-Dart engine overhaul
line, and a building for this purpose was incorporated in ee "'Mwe
quarters. The activation of the Dart line is for -ie preset ing
held in abeyance, by and lari;,for tworeasons: (1) the eJgi time on
the Dart engine has been extended to 3,000 hours, which me s teover-
haul volume for this engine has been considerably reduced n1 2) it
is[understood that the Rolls Royce management is nt i yet r o iver

leDart over l business from its factory in Engl-anc
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Enclosure 1 to this report includes 4 copies of a drawing whichshows the plant layout of MASCO's new construction, along with sevenphotographs of a scale model of the new buildings. The total cost
for the construction of theiew buildings is set at 16 million
Lebanese pounds, roughly 5 million U.S. dollars. These new quarters
will provide the company with ten times the space that was available
in its old plant.

Today MASCO employs approximately 900, has a continuous training
program, and its pay scale and employee benefits are considered abovethe Lebanese average. While MASCO:'.s employees are not organized atpresent, the company has been advised that unionization is being
considered and MASCO may resist such a development by advocating a
company union.

There is no doubt but what MASCO has today the most complete andmaterially capable aircraft maintenance and overhaul activity in theentire Middle East region. However, MASCO does not in general enjoy
good relations with potential customers. At present 80 percent ofMASCO0s business originates from MEA, and the remaining 20 percent
results largely from areas under British influence, such as Kuwait,
Aden, etc. MASCO's failure in the past to attract a greater amount ofMiddle East business can be traced largely to two reasons: (1) the
unwillingness of Middle East civil air carriers competing with MEA todo business with an MEA associate company; (2) MASCO has been domnted
by BOAC and MEA to the almost complete exclusion of local financial
or managerial participationn and, believing that it was invulnerable to
competition, conducted its activities in a somewhat high-handed manner
toward competition and the aviation industry in general.

Realizing the apparent unfavorable reaction that resulted from
MEA's intimate association in the direction of MASCO, the management
of the two companies decided to completely divorce their joint
directorship and management relations. The separation of the two
companies (MEA and MASCO) was completed in the' fall of 1959 (see
Embdesp 171, September 10, 1959). Further to dissociating the company
from MEA, the new MASCO Board of Directors has apparently realized
the fallacy in their past attitudes and is now attempting to gain the
goodwill of the aviation industry by showing a willingness to conduct
their operations in an unbiased manner.

MASCO has for some time shown an interest in securing an FAA-
approved overhaul certificate, but has hesitated to make an application
for such a license until it had moved into their new quarters and had
some potential work in view pertaining to aircraft of U.S. registry.
Since MASCO has now moved to its quarters and has the prospect of
Working upon certain aircraft of U.S. registry which belong to the
Arabian-American Oil Company (Aramco), it can be expected that MASCO
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ASCllapply for an FAA-approved certificate in the near future. WhileSCO continually works on aircraft of United States manufacturersit has worked on very few aircraft of United States registry for the
simple reason that there are very few such aircraft operating in thearea except for scheduled U.S. carriers. Vie have no evidence ofaircraft of U.S. registry having difficulties because there is noU.S.-sponsored overhaul base in Beirut or the Middle East. In ourview MASCO could at the present time very capably service Americanequipment, civil or military.

Aramco's recent decision to discontinue its transatlantic DC-6service (Embdesp 502, February 24, 1960) will in all probabilitymean that Aramco will eliminate its overhaul shop in Dhahran andturn over the maintenance and overhaul work applicable to Aramco'sremaining communication and pipeline inspection aircraft to anactivity such as MASCO. Representatives from Aramco's transportationdivision have had preliminary discussions with the MASCO generalmanager regarding the possibility of MASCO caring for Aramco's over-haul and maintenance needs. The probability of MASCO working onAramco's aircraft will play an important part in the granting of anFAA-approved overhaul and maintenance base certificate to MASCO.

A U.S. Air Force inspection team made an inspection of MASCO'soperation during the fall of 1959, when MASCO's operation was locatedin the old quarters. It was the recommendation of this USAF inspec-
tion team that when MASCO had moved into its new quarters its
operation would undoubtedly be qualified to meet the overhaul require-ments of the USAF, and when this move had been completed a further
inspection of MASCO's operation should be made. It can be anticipatedthat MASCO will continue its efforts to have its plant placed upon the
USAF approved list.

As a result of the new look in MASCO's management and Board ofDirectors, there has been an about-face in regard to the company'sattitude pertaining to possible U.S. participation in its financial
and management direction. MASCO's Board of Directors are well awareof the need to increase substantially its available workload if thecompany is to become economic in the new and expanded plant, and aretherefore seeking ways to overcome the continuing resistance of MiddleEast civil aviation toward MASCO. The new chairman of MASCO's Boardof Directors is a Lebanese of excellent reputation and should in duetime overcome a certain amount of the company's poor public relations.However, the addition of active American participation in MASCO'smanagement would, it is believed, be the one factor that couldacconplish the most in overcoming the current unfavorable attitude ofMiddle East civil aviation toward MASCO as such participation wouldontribute considerably toward bringing about a competitive balance in
egard to MASCO's operation.
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Thetreporting officer has been advised by MASCO's generalmanager that his Board of Directors would look with favor upon U.S.participation incke ASCO. This fact has been brought to the attentionsepartel discusedrcat' an abompany representatives, who

othLokedArrfanBbbsearately discussed participation~ in MpAASCOwith the company' sgera
manager and were advised of MASCO' willingness to work outageneral
mutually agreeable arrangement.

Intview of its expanded program, MASCO should be in a positionto contribute to the stability of Middle East civil aviation. MASCOnow has the potential to absorb a considerable increase in its work-load, it has a training program under way that could be expandedwithout difficulty, and the company's management has shown a desireto cooperate and adjust their operations to fit the aircraft over-haul and maintenance needs of the Middle East area without prejudice.

Robert McClintock1

Enclosure:

Four
l./Copies of drawing of

MASCO plant layout and
seven photographs of
scale models.

Department please pass: 1 copy to AV, with enclosure' ?
1 copy to the FAA, with enclosure.

Copy to: London
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SUBJECT: U.S, Aircraft Firm, "The Babb Company", Explores Possibility of
Cooperation with British Firm, "Middle East Aircraft Service Company"

Mr. William J. SIPPREL, President of The Babb Company, an American firm engagedin aircraft trading, maintenance, overhaul and spare parts supply, had a meeting onMarch 14, 1960, with the Chairman of the Board of the Middle East Aircraft Service
Company (MASCO) for the purpose of discussing possible cooperation. Prior to this CO
meeting, Mr. Sipprel met with members of the Beirut Embassy staff; a copy of a
memorandum of conversation pertaining to the meeting at the Embassy is enclosed forbackground,

0In order to explore the feasibility of establishing a branch in the Middle EastThe Babb Company appointed a Mr. Ralph RHEA as their Middle East representative. Mr.0(Rhea has been living in Beirut since February 1, 1960, actively exploring the various
possibilities open to The Babb Company for the establishment of a branch in Beirut W
or elsewhere in the Middle East. Mr. Rhea has informally discussed The Babb
Company's intentions with local nationals interested in Middle East civil aviation
and uncovered a wide assortment of interest and enthusiasm in regard to The Babb
Company's plans, but very little real financial support was in evidence on the part 0
of local nationals. While visiting the General Manager of the Middle East AircraftService Company (MASCO), Mr. Rhea was informally advised that MASCO would considersome sort of U.S. participation and MASCO asked Mr. Rhea to give thought to such apossibility. Mr. Rhea recognized the possibilities of such cooperation and arrangedfor the President of The Babb Company, Mr. Sipprel, to visit Beirut and meet withthe top officials of MASCO.

Mr. Sipprel met with MASCO officials on March 14, 1960, and was impressed withMASCO's physical plant, and apparently with the sincerity of the MASCO officials,
As a result of the meeting, an understanding was reached as to the framework of
possible cooperation between The. Babb Company and MASCO. Such cooperation would falllargely within the following four areas: (1) MASCO would handle The BabbrCompany's
maintenance and overhaul responsibilities on a contractual basis; (2) MASCO wouldsupply warehouse and sales"failities for The Babb Company's spare parts iveitory;
(3) consideration would be given' to developing a coordinated public relations 5rog.apertaining to sales, leasing and maintenance'of aircraft in the Middle East;,a d:
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r .(4) The Babb Company would act as MASCO's agent in the provision of spare parts andrelated services that may he required by MASCO from the U.S.

If it develops that the tentative MASCO-Babb plan for cooperation becomeseffective, The Babb Company would form a local Lebanese corporation in which localnationals would be invited to participate (not limited to Lebanese nationals). TheBabb Company would retain its identity and would be associated with MASCO on a userbasis only for a probation period of one year. At the end of this probation periodThe Babb Company would consider the advisability of purchasing an interest in ASCOand would seek an option to this effect,

It Is our view that an arrangement between MASCO and The Babb Company would bemutually beneficial. An association with MASCO would enable The Babb Company tobecome active in the Middle East with a minimum of cost and would provide the companywith an opportunity to get the feel of the area prior to making major commitments,From MASCO's point of view, an association with an American company such as TheBabb Company could be of material help in overcoming the resistance that the civilaviation industry has developed toward MASCO because of MASCO's past intimate rela-tions with Middle East Airlines (Embdesp 542, March 8, 1960). Further, the estab-lishment of The Babb Company in the Middle East would lend support to the U.S. civilaviation policy for the area and if it develops that continued cooperation betweenthe U.K. and U.S. appears, through Babb and MASCO, stability would be added to theWestern orientation of Middle East civil aviation.

The tentative arrangement between MASCO and The Babb Company as indicated aboveresulted from discussions between those active in the actual management of therespective companies. While such an agreement would be economic for each company,it should be recognized that there is a possibility that such an arrangement may notbe acceptable to MASCO's Board of Directors and stockholders. An agreement thatwould permit U.S. participation in MASCO could have an impact upon the future trendof aircraft service activities in the area, and undoubtedly there are certain ofMASCO's supporters who might resist an arrangement that would allow a U.S. activityto benefit from the heavy investment and pioneer work that has been contributed byBOAC, MEA and certain Lebanese nationals toward the development of MASCO.

It is believed that an intimate association between MASCO and an American groupis essential for the economic future of MASCO, and we would be surprised if therecommendation of the MASCO management were not followed. It has been reportedthat the joint directorship and management of MEA and MASCO was discontinued
(Embdesp 171, September 10, 1959), which means that MEA, outwardly at least, hasno part in the actual management of MASCO. Although MEA will not have a partici-pating interest in MASCO, we must, however, recognize that MEA will continue tohave an interest in the type of management direction and ownership of MASCO. Iffor some reason MEA is opposed to the directors or changes in ownership of MASCOthat may appear, and as a result withdraws its support from MASCO, MASCO would have
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to scratch quite hard to organize an adequate volume of business as a replacement
for MECA's business. Any major change in MASCO's management or ownership would of
necessity, therefore, have to be acceptable to MEA. There is evidence that the
relationship between MASCO and MEA is not at present a happy one and that the MEA
management and Board of Directors will review MEA-MASCO relations at the next MEA
Board meeting. However, with the heavy investment that BOAC has in both organiza-
tions (MEA and MASCO), it can be assumed that BOAC's views will prevail and that MEA
will look to MASCO for aircraft maintenance and servicing as long as BOAC financial
interest in MASCO continues. There are also rumors that BOAC is finding it difficult
to carry the economic demands resulting from MASCO's expansion program and uneconomic
operation and would therefore welcome partial or complete sale of their (BOAC)
interest in MASCO.

The Embassy believes that The Babb Company is approaching the area wisely and
while Babb's arrangement with MASCO is tentative, we believe some sort of active
cooperation will appear if The Babb Company continues in its desire to expand its
activities in the Middle East.

/g , r /701
Ro ert McClintock

Enclosure:

Memorandum of Conversation,

March 14, 1960, between Babb and
Company representatives and
Embassy officers,

cc: Amembassy LONDON, Mr. Carter
FAA - Mr. Maloy
ICA/W - Col. Kerwood
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MEMVDRANDUM OF CONVERSATION

March 14, 1960

Subject: Discussions with the President of The Babb Company Regarding

His Company's Plans for the Establishment of a Branch in Beirut

Participants: The Babb Company:

Mr. William J. Sipprel, Jr., President

Mr. Ralph Rhea, Middle East Manager

American Embassy, Beirut:

Mr. Robert C. Creel, Counselor of Embassy
Mr. T.H.E. Nesbitt, Chief Economic Officer

Mr. John Robertson, Chief, FAA'International Field Office,
Beirut

Mr. Milton M. Turner, Regional Civil Air Attache

Mr. Sipprel briefly outlined his company's plans to enter the civil aviation

field in the Middle East by forming an aircraft leasing company followed by a spare

parts establishment, and if these two activities prove successful, to consider

building a warehouse at the Beirut airport and finally the development of an over-

haul and maintenance base in Beirut. Mr. Sipprel qualified his remarks by stating

that each step would be dependent upon the success of the preceding step. Mr.
Sipprel advised that his company had been in close touch with the U.S. Government
agencies in Washington concerned with international civil aviation; namely, Commerce

and State, and he was advised of the U.S. interest and desire to have U.S. aviation

activities established in the Middle East area.

It was brought to the attention of Mr. Sipprel by the Embassy participants

at the meeting that the Embassy was most sympathetic toward the establishment of

sound economic civil aviation activities in Beirut or other areas of the Middle
East. It was added that the prime civil aviation objective for the Middle East
area was to stabilize civil aviation toward the West, and that the Beirut Embassy

was ready to assist The Babb Company. It was brought out that the Embassy felt
the establishment of a leasing company and a spare parts activity was worthy of

immediate consideration by The Babb Company. However, it was the Embassy's view
that a very objective approach should be taken prior to The Babb Company's con-
templating a warehouse building or maintenance and overhaul base in Beirut. Mr.
Sipprel was advised that MASCO, having moved into their new and expanded quarters,
were now willing to consider some sort of U.S. participation, and the Embassy felt
that such a possibility should be explored prior to making commitments. Mr. Sipprel
stated that the Embassy's Regional Civil Air Attache had so advised Mr. Rhea, who
had contacted MASCO and found their management interested. Mr. Sipprel stated he

was meeting with the chairman of the board of MASCO and his general manager later

in the day and would fully explore the MASCO possibility.

CONFIDENTIAL
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Mr. Sipprel was informed that if it became evident that it would be impossible
to develop a satisfactory arrangement with MASCO, they should keep the Embassy
informed, and the Embassy would assist his company in determining a new approach.

CONFIDENTIAL
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SUBJECT: "Lebanization" of the French-owned Beirut Port Company % .
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On April 28 the Lebanese Chamber of Deputies approved unanimously the agreement
signed on April 13 between the Beirut Port Company and the Government of Lebanon under
which the Company's concession was withdrawn and the previously French-owned firm
was "Lebanized". An English translation of the text of the agreement is transmitted
as Enclosure 1 to this despatch. Formal approval of the agreement by a general
assembly of the company's stockholders is still required, but since a majority of
the stock is.held by the Board of Directors, which has already approved the agreement, 3
the stockholders' approval early in June is regarded as a virtual certainty.

The agreement appears to have succeeded in safeguarding both the interests of
the Government of Lebanon and those of the Company's stockholders. Both sides have
hailed the agreement, and Beirut's newspapers have had nothing but praise for the
government's negotiat ors.

The announcement that agreement had been reached was made by the then Prime
Minister Rashid KARAMI during a press conference on April 13. With considerable o
pride Mr. Karami noted that the Government will pay the Company LL. 10 million as
compensation for withdrawing the company's concession 30 years before it expires, and
that the company in turn will become wholly Lebanese-owned and operated and will pay
income tax to the Government from January 1, 1960. The company will pay the Govern-
ment LL. 5.3 million as arrears in taxes, and it will now operate as a purely private
enterprise sharing its net profits with the Government. The present management will
continue to operate the Company until 1990, after which it will . revert to the Govern-.
mentwithout any further compensation. Mr. Karami also pointed out that the agree-
ment automatically cancels the case brought bythe French Government against the
Government of Lebanon in the International Court at The Hague. The new agreement is
expected to raise the annual income accruing to the Government from the Port Company
to approximately LL. 2 million annually, while the old 1957 temporary agreement had 0
been realizing only some LL. 900,000. The seat of the company will now be transferral
to Beirut, and the firm will acquire Lebanese nationality. END UNCLASSIFIED

BEGIN LIMITED OFFICIAL USE

Comment: The agreement continues the trend toward nationalizing o'Lebaniz

foreign owned co essionary companies. The last concessionary compare r chased
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the Government was the Damas, Hama et Prolongements (DHP) Railway Company on August 5,
1959. Since the present management will continue to operate the company, no signifi-
cant changes in port operations and services are likely.

Prior to the last meeting of the Board of Directors of the Port Company, Lebanese
investors had managed to acquire a substantial majority of the voting stock and as a
consequence were able to obtain a majority representation on the Board for the first
time in history. In Lebanon rumors that the Government is about to purchase or
"Lebanizet some such company almost always gives rise to an immediate increase in
the value of the stock. This was also the case with the Port Company, and in antici-
pation of agreement with the government, negotiators for both the government and the
company had made substantial purchases of the stock during the past year.

Robert C. Creel
Charge d'Affaires ad interim

Enclosure:

1. Translation of Agreement.

Copies sent:-
Emnbst AMMAN, CAIRO, TEL AVIV
Cons: ALEPPO, DAMASCUS

(WITH UNCLASSIFIED ATTACHMENT)
LIMITED OFFICIAL USE
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AGREFMENT ON THE "LEBANIZATION"
OF THE BEIRUT PORT COMPANY

Upon the request of the Lebanese Government, which is desirous to withdraw
the Concession of 15 August 1887 in order to replace it by a system that would
be more suitable to the present conditions, and to put an end to the litigations
pending between it and the Company of Beirut Port, Quays, -and Warehouses, the
latter accepts that there shall be separated from this Concession the various
Agreements relative to its privilege of handling and warehousing of goods under
the different customs systems, and to the general warehouses and the Free Zone
which the Company considers as an integral part of its Concession.

Consequently, the Lebanese State, hereinafter called the "State",
represented by His Excellency Rashid Karami, President of the Council of
Ministers, and Sheikh Pierre Gemayel, Minister of Public Works and Transportation,
in accordance with the authorization granted to them by the Council of Ministers
on 9 April 1960,

And

The Company of Beirut Port, Quays, and Warehouses, hereinafter called the
"Company", represented by Halim Bey Melhame, Chairman of its Board of Directors
and its Director General, Henry Bey Pharaon, member of the Board of Directors,
and Michel Houssin, Director General in. Lebanon, in accordance with the
authorization granted to them by the Board of Directors on 6 April 1960, have
agreed on the following:

Title 1 - Preliminary Provisions

Article 1: Exchange of Lands:

In order to insure that the Free Zone is permanently included within the
lands that are privately owned by the Company and registered in the Port Real
Estate area under Nos, 1262, 1263, 1265, and 1345, with an area of 44082
(forty-four thousand and eighty-two) square meters, the State and the Company
agree to transfer these lands into Port Public Domain belonging to the State
against lands in Beirut or within its outskirts which the State would offer in
exchange and which would be of an equal value.

The above-mentioned realties, with the exception of the buildings stated
under Article 3, have, within the framework of the present Agreement been
evaluated at 4 million Lebanese pounds.

The exchange shall be effected in accordance with the following conditions:

The State shall, by a decree, form a committee to represent it, and the
Company as well shall form a committee to represent it. - The State's authorized
personnel shall propose to the Company's authorized personnel the lands intended
to be given to the Company. The latter's authorized personnel shall examine

UNCLASSIFIED
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the site and value of these lands; and in case they do not come to an agreement,
the two parties shall, by mutual accord, select an expert from the following
list:

Alfred Naccache Amine Beyhun
Farid Trad Mohammad Da'ouk

In case of a disagreement over the appointment of the expert, His Excellency,
the President of the Lebanese Republic shall select him from among those included
in the above-mentioned list.

The duty of the expert shall be to determine the value of the realties
proposed for exchange, taking into consideration the data which the two parties
will furnish to him after. he would have listened to them.

The representatives of the two parties acting jointly, as well as the expert
if necessary, shall be authorized to examine all the documents, papers and maps
as well as all the entries of the Cadastre or the Real Estate Register relative
to the realties to be given in exchange to the Company. The State employees shall
be allowed to put at the disposal of these representatives the above-mentioned
documents.

The decision adopted by the common agreement of the two parties, or if
necessary, by the expert, shall be final and not subject to any revision. It
shall be referred to the Real Estate departments for execution; and the employees
concerned should, ipso jure, execute the provisions contained in the decision
and should proceed with the performance of all formalities of registration and
entry in the survey maps. and Real Estate Registers.

The exchange and all the formalities necessary for its execution shall be
accomplished within a period of six months from the date it was last approved.

Every difference which will appear between the estimated value of the lands
of the Free Zone stated above and the value of the lands that have actually
assigned on exchange basis shall be debited or credited to the account of the State,
in order that the said difference may, irrevocably and whatever the circumstances
may be, become the subject of the accounting settlement provided for under
Articles 4 and 5 hereinafter.

The Company shall be authorized to assign the realties that will be given
to it as a result of this exchange, to the name of the company provided for
under Article 9 in accordance with the conditions provided for under the same
Article.

Article 2: Lands Reclaimed from the Sea:

The lands that are not yet surveyed and have been reclaimed from the sea as
a result of the works of filling which the Company had effected and which lands
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are considered as part of the Company's private property, shall also be included
in the State's Port Public Domain; and the State shall pay the Company the cost
of the works, namely, LL. 547,550.

These lands are situated north of plots Nos. 1265 and 1311 of the Port
Real Estate zone and are approximately 43,000 square meters in area.

Article 3: Buildings:

The Company shall assign to the State's Port Public Domain the buildings it
constructed in the Free Zone on the realties mentioned under Article 1, which
realties form a part or the Companyts private property.

The cost price of these buildings is LL, 2,818,612. They were constructed
between 1947-and 1957, and the two parties have estimated the depreciation in
their amount at L.L. 789,211. The State, therefore, owes the sum of LL. 2,029,401,
in addition to the costs of works that would not be amortized by 31 December.1960
and which were carried out by the Company on the State's Domain (plots 3 and 4)
and on the oil tanks area. The amounts of these costs are respectively
LL. 75,297 and LL. 119,121.

The State shall also purchase the buildings called warehouses P and PL,
which form at present a part of the Company's private property, for the sum of
LL. 95,125 (Appendix 5).

Article 4: Straightening out of Accounts:

The State shall credit the Company with:

- The warehousing fees of the American Wheat which arrived into the port in
1950, calculated in accordance with the non-progressive warehousing tariff
applied to UNITA, and amounting to LL. 365,460.

The amounts which the Company paid to Beirut Municipality or the amounts
which. this latter had withheld against the rental tax due on public domains,
namely LL. 391,000.

- The costs of studies which the Company paid for the enlargement of the Port,
namely LL. 452,000. It shall remain agreed upon that the State shall, upon
settlement of this amount become the owner of these studies and shall have the
right to use them in whatever manner it desires.

; - The .balance, in case there is any, resulting from the exchange operation
as provided for under Article 1 above.

The State shall, on the other hand, free the amounts deposited as guarantees
for customs duties, namely LL. 79,436.
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Article 5: Certification and Settlement of Accounts:

In payment of all accounts and in final settlement of every claim on the
Company of whatever kind, whether on the part of the State or on the part of
Beirut Municipality, and whether with regard to public or to private domains,
the Company shall, as a compromise, pay to the State a fixed sum of LL. 5,350,000.

Consequently, the Company's accounts are approved through 31 December 1959,
and the Company shall request the French Government, after the Lebanese Parliament
ratifies this Contract, to withdraw the complaint filed by that Government with
the International Court of Justice in the Hague.

The amounts resulting from the application of Articles 1, 2, 3, 4 above shall
be included in the fixed sum, and it shall be encumbent on the party that remains
indebted to pay the balance within one year from the date of the last ratification.

This date of maturity, which had been set by the agreement of both parties,
shall ipso jure lead to the necessity of settlement without the need for a notice,
and an annual interest of 7% shall become due as of the date of the delay.

Article 6: Transitory Provisions Relative to the Year 1960

The Company shall, for the year 1960, submit to the following provisions:

1. The State's share of warehousing revenues shall be paid in accordance
with the texts in force.

2. The State's share of the profits shown under Article 31 of the Convention
of 1887 shall be replaced by the payment of an amount equivalent to that of the
income tax and shall be calculated in accordance with the provisions of paragraph
4 of the Report prepared on 3 October 1956 by the experts Whinney, Murray and Co.

3. The Company shall pay the Real Estate Tax for the surveyed private
property situated in the Free Zone on the basis of a rental whose annual average
would be LL. 12 per square meter.

4.I The Company shall pay to the Municipality a fixed sum of LL. 50,000.

Title II - New Contractual Provisions

Article 7: Concessional Texts

The State "shall withdraw the Concession of 15 August 1$87 under the conditions
indicated in the preamble of this Agreement, and shall at the same time charge
the Company itself, which will accept, with the management of the Port in
accordance with the provisions stated in Title III.
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The Company shall, consequently, return to the State the rights which itenjoys as a result of:

- The Agreement and Book of Specifications dated 3/15 August 1887;

- The Agreements of April 1914 relative to the construction and exploitation
of Lebanese ports.

- The Agreement of Returning of Ownership dated 24 May 1921;

- The Agreement of Coordination dated 15 December 1925;

- The Agreement of the Enlargement of the Port dated 15 May 1934;

- The Contract relative to the construction and exploitation of the railroad
junction lines and quays dated 22 February 1932;

- All other texts whose provisions are contrary to this Agreement.

Against all this, the Company shall accept a total fixed compensation of ten
million Lebanese pounds in addition to the benefits to it out of the management
and exploitation determined under Chapter III hereinafter.

The State shall, within the first three months following the last ratification,
pay to the Company the above-mentioned ten million Lebanese pounds.

The payment of the above-mentioned ten million Lebanese pounds, as well as
the share in the commissions on the gross revenues-shown under Article 11
hereinafter, shall be effected free of any tax or fee; and these payments to the
Company and their subsequent distribution among the shareholders, in whatever
form this distribution may be, shall not, under any circumstances, be subject to
any tax, fee, fiscal deduction, or any other deduction, whether at present or in
the future.

Foreign shareholders may change into foreign currency and freely transfer
abroad without any tax or fee all of what they may receive.

Article 8: Acquisition of Lebanese Nationality

The Company shall acquire Lebanese nationality and shall transfer its Head-
quarters to Beirut, provided that within one year from the date of the last
ratification, a special agreement is concluded between the Lebanese and French
Governments in this respect.

Article 9: Company for Private Assets

The Company shall be authorized to establish a Lebanese joint-stock company
to which it will convey all of its private assets, particularly its cash, shares,
and realties stated in Appendix 10, as well as the immovable property belonging
to the Company in accordance with the above-mentioned Article one, with the
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exception of the mobile and various equipment, the office furniture and equipment,
the marine equipment, and the supplies, as defined in Article 10, and a working
capital amounting to four million Lebanese pounds.

The conveyance shall be effected at the present actual value, free of transfer
fees and of all taxes or fees.

This authorization shall be in lieu of the decree required for the establishment
of joint-stock companies. However, it shall be necessary to have the organic
regulation approved by a decision to be issued by the Ministry of Justice in order
to ensure that it is in conformity with the Commercial Code.

The shares of this Company shall not be subject to the nominality of shares
required by Legislative Decree No. 110 dated 12 June 1959 for the acquisition of
realties.

It shall be permissible for this Company, during the first two years of its
existence, to be managed by the Management and Exploitation Company shown under
the following Article 10, against an annual remuneration of LL. 50,000. At the
end of this period, the Company itself shall manage its own affairs.

Title III - The Management Agreement

Article 10: Management and Exploitation of Beirut Port

The Beirut Port, Quays, and Warehouses Company shall, as from the first of
January 1961, manage for the account of the State, the quays, docks and the various
installations of Beirut Port; and shall, as well, administer the affairs of the
lands and buildings of the Port Public Domain which at present constitute a part
of this domain, in addition to those which shall be annexed thereto in accordance
with this Agreement (Articles 1, 2, -and 3 previously stated).

For this purpose, it shall effect all the operations necessary for management
and shall benefit, for this purpose only, of the conditions of the agreements and
texts stated under Article 7 above.

. It shall continue to exploit the customs warehouses, general storehouses, and
the Free Zone, and to exercise its rights with regard to porterage, in accordance
with the provisions in force and particularly those stated under the Agreements of
31 May 1890, 20 June 1895, and 23 March 1912, and Decision No. 206/LR dated
26 December 1933. All of its exclusive rights relative to the exploitation of the
customs warehouses, the Free Zone, the general storehouses, and porterage, shall
continue to be enjoyed by it alone until 31 December 1990, provided that the
provisions of this Agreement are taken into consideration.

On the first of January 1961, it shall acquire the name of : "Beirut Port
Management and Exploitation Company" and shall be called hereinafter the "Management
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It shall modify its regulation in order to make it in harmony with the
provisions of this Agreement and shall submit the new regulation for approval by
the Ministry of Justice and the Ministry of Public Works and Transportation.

All constructions, including yards, buildings, and offices in the Public
Domain shall be put, free of charge, at the disposal of the Management Company,
excluding plots Nos. 1262, 1263, 1265, and 1345 exchanged in accordance with the
provisions of Article 1 above, for which plots the Management Company shall pay a
yearly rental of LL. 12 per square meter.

It should be stated that the provisions of Article 80 of the Lebanese
Commercial Code relative to the nominality of shares, shall not be applicable to
the Management Company.

All current contracts, all judicial cases, and all rights and obligations
relative to the exploitation of the Port, quays, and warehouses shall remain under
the charge of the Management Company; and there shall also remain under its charge
the personnel with their rights and length of service,, including the indemnity
for discharge from service.

The costs of liquidating the Company's present Headquarters and its transfer
to Beirut shall all be borne by the Management Company.

This Company shall remain the owner of the mobile and various equipment, the
office furniture and equipment, and the marine equipment existing on 31 December
1960, and shall be responsible for their maintenance and consumption.

The account value of these items as on 31 December 1959 is entered in
Appendix No. 11; and it is supposed that, for the period since they were acquired,
they have depreciated at the rates fixed in this Agreement.

Also, the items purchased in 1960 will, for this year, undergo a depreciation
to be calculated at the same rates.

The Management Company shall also remain the owner of the supplies whose value
on 31,December 1959 is entered under Appendix No, 12, and shall, as well, be the
owner of the supplies (which will be) purchased in 1960.

It shall not maintain except the exploitation buildings which shall become
the property of the State. The construction of new buildings, however, shall be
financed by the State if the, special account for renewals provided for under
Article 11 does not allow such construction. The depreciation shall be considered
a part of.the exploitation costs.

If the State decides to construct a third basin, it shall consult the Manage-
ment Company with regard to the enlargement and equipping. The management and the
warehousing and porterage rights in the enlarged Port shall remain reserved for
this Company; but then, the conditions of exercising such rights shall be studied
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with the view of modifying them by common agreement in such a manner as would not
alter the financial status which the Management Company used to enjoy during the
three years which preceded the receipt of the enlargement works.

Article 11: Financial Regulation for Management and Exloitation

The Management Company shall keep three accounts which it shall call
Account No. 1, Account No. 2, and Account No. 3.

Account No. 1, called the State Account, shall be credited with all the
amounts that are due to the State and resulting out of its share in the warehousing
revenues in accordance with the following rates:

10% of the gross revenues of warehousing in the general storehouses - real
warehouses.

15% of the gross revenues of warehousing in the Free Zone.

20% of the revenues of warehousing in the customs warehouses.

Also, this Account shall be credited with the amounts accruing as rental and
remuneration for the occupancy of lands surveyed at present under Nos, 1261
(share 3 State), 1343 (share 4 State), 1311 and 1312 (share 5 State), 1262, 1263,
1265, and 1345 used for port exploitation.

This account shall be settled by the payment of the amounts due to the State
as a result of the above-mentioned reasons and by the amounts that would be
transferred to the profit and loss account in order to cover, when necessary,
the realized loss in this Account at the end of the fiscal period.

Account No. 2, called the Management Account, shall be credited with the
revenues received as a result of the following dues: Ships dues, Quays dues, and
Passengers dues.

It shall be debited with the following sums:

- A deduction of 5% from the gross revenues defined above as a remuneration
for the managing body.

- Costs of maintenance of Port installations and roads.

- Maritime Services' costs.

- The share of the general costs accruing from the management and the handling
of operations in proportion with the revenues of Account No. 2. These general costs
constitute of the joint expenses which do not belong to any special operation of
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the Management operations. Account No. 3, called the Exploitation Account, shall
be credited with all the revenues of the Management Company other than those
revenues that accrue from the Companyts special funds and the revenues appropriated
to Account No. 2.

The same Account shall be debited with the following amounts:

A deduction of 5% from the gross revenues credited to Account No. 3 as a
fixed remuneration for the Managing body.

- All exploitation costs, particularly the expenditures for employees and labor,
and the costs of porterage, warehousing, and maintenance of the equipment directly
assigned to the operations that produce the revenues credited to this Account.

- Rentals and fees for the occupancy of the State lands credited to Account
No. 1.

- Depreciations and maintenance (costs) of the State buildings.

The depreciations calculated at the rate of 3.5% of the account value shall
be entered in a special account set for the financing of the construction of new
buildings necessitated by the exploitation. The balance of this account, capital
and interests, shall go to the State upon the expiration of the management and
exploitation.

Depreciations of the equipment and furniture existing at. the time this
Agreement becomes effective, and the equipment purchased when necessary, during
the exploitation, with the Company's funds. This depreciation shall be calculated
on the basis of the account value in accordance with the following rates:

Rolling equipment 10%
Diverse equipment 5%
Furniture and office equipment 7.50%
Maritime equipment 5%

This deduction shall go annually to the Management Company.

- A provision for the renewal of the equipment and furniture. This provision
shall be used according to the needs of the exploitation and after the approval
of the Administration, and it shall be calculated on the account value of the
existing equipment and furniture in accordance with the rates stated above.

If there results from this Account an unused surplus, then this surplus shall
go to the State upon the expiration of the management and exploitation period.

Upon the expiration of the period of this Contract, there shall come to the
State, free of charge, the items purchased with the funds of this provision, as
well as the depreciated items purchased with the Company's funds. But the
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equipment and furniture purchased by the funds- of the Company or the funds of
the Management Company and which have not been fully depreciated, shall be
regained by the State at their account value.

- A share of the general costs of management and handling of operations in
proportion with the revenues of Account No. 3 after allocating the share
relative to Account No. 2.

- A total fixed sum to be paid to the Municipality amounting to 50,000
Lebanese pounds (fifty thousand).

The Staters share of the warehousing gross revenues that should be credited
to Account No. .1, as it is determined above.

The balances of accounts Nos. 2 and 3 shall be transferred to the profit
and loss account. It should be stated that the amounts paid as a result of th.e
law suits raised prior to 31 December 1960 shall not be considered as management
and exloitation expenditures.that enter under the above-mentioned accounts.

Article 12: Remuneration and Share of the Management Company, and Settlement
of Accounts.

The Management Company shall be granted:

1) Management commission amounting to 5% of the gross revenues as they
are credited to Accounts Nos. 2 and 3. This commission shall be exempted from
all taxes.

2) A share amounting to 50% of the credit balance of the profit and loss
account resulting from the merging of the balances of Accounts Nos. 2 and 3.

This share shall be subject to the income tax and its appurtenances.

If, after payment of the income tax, the net share of the Management
Company exceeds three quarters of the management remuneration fixed at five
percent, half of this excess shall be paid to the State.

The State shall cover the debit balance, if any, of the profit and loss
account; and this coverage shall be effected, in priority, by deductions from
Account No. 1.

The accounts prepared in execution of the provisions of this Agreement
shall be settled in the following manner:

The Management Company shall, prior to the first of May, submit through
the organization charged with the control, its accounts prepared in accordance
with the above-mentioned rules.
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The Management Company shall, within two months, pay the balance due by it;
but the balance due by the State shall be paid within the first ten days that
follow the publication of the State budget, and at most by 10 March of the
following year. In any case, the State shall have the right to settle such
balance by means of a special credit.

Every delay on the part of either party in the repayment in accordance with
Articles 7 and 11 shall ipso jure lead to the accrual of an annual interest of 7%.

Article 13: Possibility of Withdrawal of Management and Exploitation.

The rights 6f the Management Company as defined in the first two paragraphs
of Article 10 above are granted to it until 31 December 1990. However, the State
may, starting with 31 December 1975, withdraw the rights which the Management
Company enjoys and exploits; and such withdrawal shall be effected one year
after a notification is served to the latter and against payment of an amount,
free from any tax or fee, equivalent to the amount capitalized plus an interest
of 65o for the period remaining from the data of withdrawal until 31 December 1990.

This annuity is equal to the average of the total net profits which the
managing body had drawn from the exploitation during the five years that
preceded the withdrawal as shown in Articles 11 and 12.

In this case, the State shall purchase, at a price to be fixed by experts,
the mobile and other equipment, the furniture and office equipment, as well as
the maritime equipment and supplies which belong to the Management Company and
which would not have been bought by the renewal funds provided for under
Article 11 above, or which would not have been depreciated in accordance with
the (provisions of the) same Article.

Article 14: Exploitation of the Port.

The exploitation of the Port shall continue to be effected in accordance
with the conditions prescribed in all the documents in force and to which the
following amendments shall be made:

The Management Company shall take charge of the goods in accordance with a
physical tallying which shall be recorded on the admission slip and signed by
the Companyts representative, the Customs' representative, and the representative
of the maritime or land transportation agency, or the consignee if he was
present upon delivery of the goods.

Tallying shall be effected in the place where the goods are warehoused,
that is, upon their admission into covered and uncovered Customs or Free zone
warehouses of all categories, with the exception of private warehouses in the
Free Zone.
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Tallying shall consist of counting the packages or bags and inspecting their
apparent condition. Except for the case of packages and bags whereupon there
exists apparent traces of breakage, damage, or deficiency, the Management Company
shall not weigh the packages except upon the request of those concerned.

After putting new installations into exploitation as a result of the
possibility of constructing a third basin, the maritime agencies or the bearers
of delivery orders may at any time, and by a written request, ask that the goods
unloaded on the quays be transferred into covered or open warehouses. If the
Management Company does not respond to this request, it shall insure to have
these goods taken upon its own responsibility in the same place wherein they were
unloaded and under the conditions provided for in the previous paragraphs.

After tallying, the Management Company shall be responsible for the goods
within the conditions and limitations of the responsibility specified in the
concessional provisions, especially with regard to fire (Article 34 of the
Regulation of 30 November 1890 and the Customs Supreme Council's Decision No. 383
of 38 December 1953).

Upon tallying the apparently suspected or damaged packages, there shall be
prepared a report which shall be made in the presence of both parties and signed
by the tallying officers. This report should contain a statement of the weight
and sealing of these packages.

The Management Company should deliver the packages and bags in the same
condition in which it received them, and it shall, on delivery, be responsible
before the Customs and the owners of the goods for those goods on which there
appear external traces of breakage or deficiency and for which no examination
report had been prepared at the time of receipt.

The contents of the manifest shall not be binding to the Management Company
unless it had expressly accepted them on the admission slip.

Whenever there exists evidence to the effect that a breakage or a deficiency
had occurred as a result of the act or fault of the Management Company's employees
while transporting or warehousing the goods, the Management Company shall be bound
to compensate for the damages whether they were sustained by the owners or the
Customs. Because of the fact that when the above-mentioned evidence does not
exist the Management Company shall not be responsible for the goods except after
the completion of their tallying in the presence of both parties, the maritime
agencies to whom the goods are consigned, or their agents, shall have the right
to accompany the goods and supervise them from the time they are unloaded until
the Management Company takes them on its responsibility upon their entry into
the storehouses or yards.

The State and the Management Company shall, at the convenient time and taking
into consideration the development of traffic, take the necessary measures to
enlarge the Free Zone or extend the free system to cover all the Port.
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The right of exploiting the Free Zone given to the Management Company in its
concessional capacity, shall be limited to the goods coming by land or sea. The
Management Company shall renounce every claim concerning the establishment, inaccordance with the laws and regulations, and within the zone of the Port
protected area, of a free zone to be used for the exposition of goods and selling
them in retail. The right of warehousing the goods arriving by sea or land shall,
however, continue to be reserved for the Management Company.

Article 15: Tariffs.

The tariffs approved by Decree No. 8710 dated 18 March 1955 and the amendments
made thereto shall remain in force as they are applied at present.

They may not be modified except by common agreement between the State and
the Management Company. The approval of the tariffs shall be the responsibility
of the Ministry that exercises the right of control over the management and
exploitation.

The tariffs should always insure at least a general balancing between the
revenues and expenditures of Accounts Nos. 2 and 3 provided for under Article 11
above. If this balancing is about to be lost, the Management Company should
propose to the Ministry which exercises the authority of control to have the
tariffs amended.

Article 16: Technical and Financial Control.

The technical and financial control over the Management Company shall be
charged to the Directorate General for the Control of Concessions and Custodianship
over the Exploitation Services, or the organization which would take the place
of this Directorate.

The Management Company shall, prior to 31 October of each year, submit to
the approval of Control its budgetary estimates for the following year.

This budget shall include:

- An operational budget wherein there shall be, ipso jure, entered all the
revenues and expenditures arising out of the application of this Agreement, as
well as a provision for the unforeseen in order to meet expenditures of unforeseen
or force majeure cases.

- A budget of works and equipment wherein there shall be entered the expenditures
anticipated for the erection of buildings or installations, as well as for the
purchase of equipment.

The Administration should give its opinion on the budget prior to 31 December;
and if, by this date, it does not submit, in writing, any objection, the budget
shall be considered finally approved.
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In case any objection is made,
progress of management on the basis
dispose of the revenues in order to
regular operation of management and

the Management Company shall insure the regular
of the budget of the previous year, and shall
meet the necessary expenditures for the
exploitation.

The Management Company shall, at the end of eYh year, stop
of management and exploitation and submit them to the Directorate
Control of Concessions within the four months that follow the end
period.

the accounts
General for the
of the fiscal

The Directorate General for the Control of Concessions shall be given a
period of two months in order to audit and approve the accounts. If this period
elapses and no remark is made, these accounts shall be considered approved. But
if some objections are made, the two parties should, within the month which
follows the submission of these objections, proceed to discuss and correct them
as they see fit in order that a final decision thereon may be adopted by the end
of the said month at the latest.

Article 17: Exemptions from Taxes.

The equipment needed for the primary constructions shall be exempted from
Customs duties.

On the other hand, the State Port property which is defined and exploited in
accordance with the provisions of this Agreement, shall not be subject to any tax
or fee, whether at present or in the future, with the exception of the fixed
amount that should be paid to the Municipality in accordance with Article 11 above.

Article 18: Ratification.

The Government shall refer this Agreement to Parliament for ratification.

Article 19: Ratification of the General Assembly of Shareholders

The extraordinary General Assembly of Shareholders that will ratify this
Agreement, on the condition that an agreement would be concluded between the two
French an Lebanese Governments in accordance with the provisions of Article 8
above, shall decide on the transfer of the Company's headquarters from Paris to
Beirut and the acquisition of Lebanese nationality by the Management Company.
With the above-mentioned suspensive condition still standing, it shall also make
the necessary amendments to its statute. The transfer of the headquarters,
after such transfer is decided, should be effected within one year from the date
of the last ratification.
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Article 20:

This Agreement and its appendices,which together with it constitute an
integral whole, shall be exempted from all stamp fees.

Article 21: Arbitration.

Every dispute that may arise between the two parties with regard to the
interpretation or execution of this Agreement shall be solved by arbitration.

Each party should, to this effect, notify the other party of its decision
to submit the dispute to an Arbitration Committee to be composed of three
arbitrators: one of whom to be appointed by the Government; the second, by the
Management Company; and the third, by the first two arbitrators. In case of a
disagreement by the two arbitrators and pursuant to The request of the most pressed
party, the President of the Court of Cassation shall appoint the third arbitrator.

The procedures of arbitration shall be determined by the instrument of
arbitration.

The Arbitral decision will be adopted by the majority; and it shau. be final,
not susceptible to any appeal, and should be executed immediately.

Each of the two parties shall bear the expenses of its arbitrator and shall
share with half Tse emuneration of the third arbitrator as well as the other
comn wiu pensea arising. out of the arbitration.

Article 22:

This Agreement is drawn as a compromise and constitutes an indivisible whole.
It is. expressly agreed that, in case of nonratification, neither of the two parties
shall have the right to make use of any of the provisions of this Agreement.

Written in Beirut in duplicate on April 13, 1960

For the Lebanese State

(Signature)

For the Port, Quays and Warehouses
Company,
Beirut

(Signature)

Trans.
IS/fh/sk
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F sSUBJECT: Formalities required for the establishment of corporations in Leb n. 150 =

The Lebanese Ministry of National Economy released on April 12, 1960, a
circular instruction recalling to the Directorate of Commerce the formal procedure
to be followed for the establishment of corporations in Lebanon.

Following is an unofficial translation of the circular

A - Establishment of a Corporation

1 - An application in three copies along with the proposed articles of
association, must be filed with the Private Secretary's Office of the Minister of
National Economy.
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2 - Every page of the proposed articles of association must be signed by othe founders of the corporation.

3 - The Director General of-the Ministry of National Economy shall refer
the application to the Directorate of Commerce.

4 - The Directorate of Commerce shall request the Security Forces, throughI
the Mohafez (governor) of the District concerned, to order an investigation about (
the founders.

5 - In the meantime, the Directorate of Commerce shall examine the
application in the light of the laws and regulations in effect, taking into account
the economic policy of the Ministry.

6 - Should any of the corporation ts proposed activities fall within the
province of other ministries, the opinion of such ministries shall be taken into
consideration.

7 - Should it be found necessary to change any provisions 4of the corpora-
tionrs articles of association, the founders shall be advised thereof by the ...
Directorate of Commerce and invited to do so. -

8 - The founders and the chief of the Companies' Office shall sign herOI)
amended texts. ,
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9 - The Directorate of Commerce shall refer for advice to the
Legislative Office of the Ministry of National Economy, the proposed articles
of association.

10 - After all these formalities have been completed, the final
articles of association shall be signed by the Director of Commerce, the Chief
of the Companies' Office, and the Chief of the Legislative Office.

A fee stamp of LL 10 (about $3.15) shall be affixed on each copy of the
articles of association.

11 - If the Ministry of National Economy has rejected the application,
it shall inform thereof the Council of Ministers in a note showing the names of
the founders, the address, capital, object, and duration of the corporation.

If the application has been approved, such approval shall be transmitted
to the Council of Ministers with a draft decree to this effect.

12 - Upon the issuance of the decree authorizing the establishment
of the corporation, the name of the corporation shall be recorded in a special
register and given a serial number. Copy of such decree shall be placed in the
corporation's file.

B - Changes in the Articles of Association

a) An application along with three copies of the minutes of the
Extraordinary General Meeting having approved these changes, shall be filed with
the Ministry of Natiohal Economy.

b) The Directorate of Commerce (the Companies' Office) shall study the
dossier in the same way as the application for the establishment of a corporation
(See paragraphs 5, 6, 7, 8, 9, 10 and 11 above).

For the Charg6 d'Affaires, a.i.

T.H.E. Nesbitt
First Secretary of Enbassy
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Ref EnbDeap 542, March 8, 1960

Embassy officer learned from British Civil Air Attache toayth
MEA and MASCO representatives meeting in London last week contrived new MEA
MASCO ties which will, in words of informant, relegate MASCO's status to
that of an "NEA garage."
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British Embassy reportedly acquired its intelligence from an MEA source,
implying a principal in the London conversations.

MASCOs future role will- be that of property-holder of its present COrelatively ambitious real estate and equipment; BMA will rent'these holding@
from MASCO and will take over all management responsibilities. Transfer of (4
bulk of MASCO empiyees to NFA payroll is envisaged, with positions of'
ful of senior MASCO management officers at this moment left unreported, "
Would appear not unlikely that the Chairman of the Board of MASCO, Jamil C)
MIKAOUI, will be out,01

Public announcement 'is expected this week. Until then, British request-
that foregoing be held in strictest confidence. 0)

Questioned regarding factors motivating the changes, British Civil Air )
Attache cited'MEA's anxiety over MASCOs internal labor policies as a F\)
primary cause; MASCOs lack of energy in equipping to maintain MEA Comets, 0)
delivery of which is scheduled late this year, as a secondary but important 0
factor.

Although not mentioned, several other reasons which mig ave
precipitated the merger, should be considered (1):.heik Nagi Alamuddin4
Chairman of the Board of MEA, is commonly reputed never to ~1M2e lost e
ambition to regain his former personal direction of MASCO end, it is
claimed, ~has been working persistently behind the scenes fTr ietime to
this endg (2) MASCO's management does not have a reputati fwr efficiency
has failed to attract work from other than "controlled" sourc and has
gone increasingly into debt, backed by BOAC guarantees, to the
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166 AmEmbassy BEIRUT

LIMITED OFFICIAL USE

eactent of nearly $12 millicng (3) MASCO was on the verge of signing an agreement with
the Babb Company under which MASCO capabilities for maintaining and repairing American-
built aircraft would have developed and under which the establishment of a regional
platform for the lease: and sale of American aircraft was contemplated. The reassump-
tion of direct ,Aa mlnagemuent of MASCO will undoubtedly compel the Babb Company to
reconsider the trms of its contemplated agreement with MASCO and may well dislodge
what gave some promise of a significantadditional American foothold in the area.

The reactions of the Babb Company will no doubt be reported to the Embassy by
Mr. W.A. Sipprell 9 President of International Aircraft Services Inc. (representing
Babb) who is scheduled to arrive at Beirut tomorrow June 2 ostensibly to reach some
final agreement with MASCO along lines already known to the Department, Conversations
with Mr. Sipprell will be relayed to the Department.
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FOREIGN SERVICE DISPATCH

FROM Amrmbassy, Beirut

TO THE DEPARTMENT OF STATE, WASHINGTON. .23;
DATE

REF 1957 8BRP, Section D, Item V III, A-3; Embdes 612, 64; an 6 of Apr L13
and 28, and May- 12, 1960.-r,-

ACTION DEPTN

Use Only REC'D F OTHER.,

SUBJECT: Lebanonization-t of the Beit Port ComIJiy.

As reported in the EmTbassy's despatches under reference, the Comtrai duc Port
des Quais et des Entrepots, a French concern with. head office in Paris, has beenlebanonized by agreement signed on April 13, 1960, by the Lebanese Government and
this Company. Enclosed is an unofficial translation of this agreement which was
ratified by the Lebanese Chamber of Deputies on May 31, 1960.

It has just been announced that in accordance with the provisions of this
agreeilent, the head office of the Company will be transferred to Beirut on December5, 1960, and as from January 1, 1961, it will take up Lebanese nationality.

As provided for in the agreement, the concession shall be surrendered to the
Lebanese Government against payment of LL 10 million.

The new Company will be known as "Compa.nie de Gestion et d 'Lqloittation du
Port de Beyrouth" (Oneration and Management Company of the :Beirut bort) and will
carry on the work for the Lebanese Government 's account until December 31, 1990.

The handling of the Company's personal and real property will be intrusted as
from January 1, 1961, to the "Societe Immobiliere at Pinanciere du Port de Beyroith"
(Real state and Financial Company of the Beirut Port) which is being established
and which will take over all the. assets of the former company.

The Articles of Association of the above two companies are said to have already
been drafted, but they have not as yet been published. The Boards of Directors,
however, have been formed and the list of their members is transmitted herewith
(Ltclosure No. 2).

0

0l4
0

It is reported by the press that the Company has decided to bring home as soon
as possible, all cash and movable assets - including gold - which are now in Paris
and which are said to amount (tpo LL 12 million. They will be deposited with Lebanese O
banks until the Company lhas;beenable to dispose of them at its best advantage. Airth -
more, the surrender value of the port:'concession amounting to LL 10 million wilK be
distributed among the former stockholders within a period of ten days following their
actual payment by the Lebanese Government.

'L LG A theAm sad'

Enclosures :
1. Agreement of the ebanonization of the

Beirut Port Uompany
Board of Directors
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Board of Directors
of

"Societe de Gestion du Port de Beyrouth"

Henri Pharaon
Sami Schoucair

Le Baron Maxime cle Dumast
Anis Yassine
Ialil Sehnaoui

Edouard de Monicault
Abdallah Ihoury
Eleuthere Elefteriades
Negib Salha
Henri de Bletterie
Faye z Ahdab
Negieb Alameddine

Chirman - Director General
Vice-Chairman - Assistant Director

General
i.ember

Board of Directors
of

"Societe Immobiliere et Financiere du Port de Beyrouth"

Negib Salha
Comte Francois de Vogue
Charles Helou
Ibrahim Arab

x Baron P. De Lassus Saint-Genies
Nicolas KhIoury
Youssef Beidas
Michel Badabui
Georges Homsy
Thomas. Had jithomas
Pakrat Bakalian
Abdallah ihhoury

Chairman - Director General
Vice-Chairman
Member

I
n

i

i

n

* Those marked with an asterisk are French, all others are Lebanese.
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AGREEMENT ON THE "LEBANOHIZATION"
OF THE BEIRUT PORT COMPANY

Upon the request of the Lebanese Government which is desirous to withdraw
the Concession of 15 August 1887 in order to replace it by a system that would
be more suitable to the present conditions, and to put an end to the litiga-
tions pending between it and the Company of Beirut Port, Quays, and Warehouses,
this latter accepts that there shall be separated from this Concession the
various Agreements relative to its privilege of handling and warehousing of
goods under the different customs systems, and to the general warehouses and
the Free Zone which the Company considers as an integral part of its said
Concession.

Consequently, the Lebanese State, hereinafter called the "State", repre-
sented by His Excellency Rashid Karami, President of the Council of Ministers,
and Sheikh Pierre Gemayel, Minister of Public Works and Transportation, in
accordance with the authorization granted to them by the Council of Ministers
on 9 April 1960,

And
The Company of Beirut Port, Quays, and Warehouses, hereinafter called

the "Company", represented by Halim Bey Melhame, Chairman of its Board of
Directors and its Director General, Henry Bey Pharaon, member of the Board of
Directors, and Michel Houssin, Director General in Lebanon, in accordance with
the authorization granted to them by the Board of Directors on 6 April 1960,
have agreed on the following:

Chapter 1 - Preliminary Provisions

Article One: Exchange of Lands.
In order to insure that the Free Zone is permanently included within the

lands that are privately owned by the Company and registered in the Port Real
Estate area under Nos. 1262, 1263, 1265, and 1345, with an area of 44082.
(Torty-four thousand and eighty-two) square meters, the State and the Company
agree to transfer these lands into Port Public Domain belonging to the State
against lands in Beirut or within its outskirts which the State would offer

in exchange and which would be of an equal value.

The above-mentioned realties::, with the exception of the buildings stated
under Article 3, have, within the framework of the present Agreement been
evaluated at 4 million Lebanese pounds.

The exchange shall be effected in accordance with the following conditions:

The State shall, by a decree, form a committee to represent it, and the
Company as well shall form a committee to represent it. The State's authorized
personnel shall propose to the Company's authorized personnel the lands intended

to be given to the Company. The latter's authorized personnel shall examine
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the site and value of these lands;and in case they do not come to an agree-
ment, the two parties shall, by mutual accord, select an expert from the
following list:

Alfred Naccache Amine Beyhum
Farid Trad Mohammad Da' ouk

In case of a disagreement over the appointment of the expert, His Exce-
llency, the President of the Lebanese Republic shall select him from among
those included in the above-mentioned list.

The duty of the expert shall be to determine the value of the realties
proposed for exchange, taking into consideration the data which the two parties
will furnish to him after he would have listened to them.

The representatives of the two parties acting jointly, as well as the
expert if necessary, shall be authorized to examine all the documents, papers
and maps as well as all the entries of the Cadastre or the Real Estate Register
relative to the realties. to be given in exchange to the Company. The State
employees shall be allowed to put at the disposal of these representatives the
above-mentioned documents.

The decision adopted by the common agreement of the two parties, or if
necessary, by the expert, shall be final and not subject to any revision. It
shall be referred to the Real Estate departments for execution; and the em-
ployees concerned should, ipso jure, execute the provisions contained in the
decision and should proceed with the performance of all formalities of regis-
tration and entry in the survey maps and Real Estate Registers.

The exchange and all the formalities necessary for its execution shall
be accomplished within a period of six months from the date it was last
approved.

Every difference which will appear between the estimated'value of the
lands of the Free Zone stated above and the value of the lands that have actually
assigned on exchange basis shall be debited or credited to the account of the
State, in order that the said difference may, irrevocably and whatever the
circumstances may be, become the subject of the accounting settlement provided
for under Articles 4 and 5 hereinafter.

The Company shall be authorized to assign the realties that will be
given to it as a result of this exchange, to the name of the company provided
for under Article 9 in accordance with the conditions provided for under the
same Article.

Article 2: Lands Reclaimed from the Sea

The lands that are not yet surveyed and have been reclaimed from the sea
as a result of the works of filling which the Company had effected and which
lands are considered as part of the Company's private property, shall be also
included in the State's Port Public Domain; and the State shall pay the
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Company the cost of the works, namely, LL. 547550 (Appendix 1).

These lands are situated north of plots Nos. 1265 and 1311 of the Port
Real Estate zone and are approximately 43000 square meters in area.

Article 3: Buildings

The Company shall assign to the State's Port Public Domain the buildings
it constructed in the Free Zone on the realties mentioned under Article 1,
which realties form a part of the Company's private property.

The cost price of these buildings is L.L. 2,818,612 (Appendix 2). They
were constructed between 1947 and 1957, and the two parties have estimated the
depreciation in their amount at L.L. 789,211 (Appendix 3). The State, there-
fore, owes the sum of L.L. 2,029,401, in addition to the costs of works that
would not be amortized by 31 December 1960 and which were carried out by the
Company on the State's Domain (plots 3 and 4) and on the oil tanks area. The
amounts of these costs are respectively L.L. 75,297 and L.L. 119,121 (Appen-
dix 4).

The State shall also purchase the buildings called warehouses P and PL,
which form at present a part of the Company's private property, for the sum
of L.L. 95,125 (Appendix 5).

Article 4: Straightening out of Accounts:

The State shall credit the Company with:

- The warehousing fees of the American Wheat which arrived into the port
in 1958, calculated in accordance with the non-progressive warehousing
tariff applied to U.N.R.W.A., and amounting to L.L. 365,460 (Appendix 6).

- The amounts which the Company paid to Beirut Municipality or the amounts
which this latter had withheld against the rental tax due on public domains,
namely LL. 391,000 (Appendix 7).

- The costs of studies which the Company paid for the enlargement of the
Port, namely L.L. 452,000 (Appendix 8). It shall remain agreed upon that the
State shall, upon settlement of this amount become the owner of these studies
and shall have the right to use them in whatever manner it desires.

- The balance, in case there is any, resulting from the exchange operation
as provided for under Article 1 above.

The State shall, on the other hand, free the amounts deposited as guaran-
tees for customs duties, namely L.L. 79,436 (Appendix 9).

Article 5: Certification and Settlement of Accounts

j In repayment of every account and in final settlement of every claim from
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the Company of whatever kind, whether on the part of the State or the part of
Beirut Municipality, and whether with regard to public or to private domains,
the Company shall, as a compromise, pay to the State a fixed sum of L.L.5,350,000.

Consequently, the Company's accounts would be approved until 31 December
1959, and the Company shall, with regard to what concerns it, demand from the
French Government,,after the Lebanese Parliament ratifies this Contract, to
withdraw the complaint filed by this Government with the International Court of
Justice in the Hague.

The amounts resulting from the application of Articles 1, 2, 3, 4 above
shall be included in the offset, and it shall be encumbent only on the party
that remains indebted to pay the balance within one year from the date of the
last ratification.

This date of maturity, which had been set by the agreement of both parties,
shall ipso jure lead to the necessity of settlement without the need for a
notice, and an annual interest of 7% shall become due as of the date of the
delay.

Article 6: Transitory Provisions Relative to the Year 1960

The Company shall, for the year 1960, submit to the following provisions:

1 - The State's share of warehousing revenues shall be paid in accordance
with the texts in force.

2 - The State's share of the profits shown under Article 31 of the
Convention of 1887 shall be replaced by the payment of an amount equivalent
to that of the income tax and shall be calculated in accordance with the
provisions of paragraph 4 of the Report prepared on 3 October 1956 by the
experts Whinney, Murray and Co.

3 - The Company shall pay the Real Estate tax for the surveyed private
property situated in the Free Zone on the basis of a rental whose annual
average would be LL. 12 per square meter.

4 - The Company shall pay to the Municipality a fixed sum of LL. 50,000.

Chapter II - New Contractual Provisions

Article 7: Concessional Texts

The State shall withdraw the Concession of 15 August 1887 under the
conditions indicated in the preamble of this Agreement, and shall at the same
time charge the Company itself, which will accept, with the management of the
port in accordance with the provisions stated in the third chapter herein-
after.
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The Company shall, consequently, return to the State the rights which
it enjoys as a result of:

- The Agreement and Book of Specifications dated 3/15 August 1887;

- The Agreements of April 1914 relative to the construction and exploitation
of Lebanese ports;

- The Agreement of Returning of Ownership dated 24 May 1921;

- The Agreement of Coordination dated 15 December 1925;

- The Agreement of the Enlargement of the Port dated 15 May 1934;

- The Contract relative to the construction and exploitation of the rail-
road junction lines and quays dated 22 February 1932;

- All other texts whose provisions are contrary to this Agreement.

Against all this, the Company shall accept a total fixed compensation of
ten million Lebanese pounds in addition to the benefits granted to it out of
the management and exploitation determined under Chapter III hereinafter.

The State shall, within the first three months following the last ratifi-
cation, pay to the Company the above-mentioned ten million Lebanese pounds.

It should be statedthat the payment of the above-mentioned ten million
Lebanese pounds, as well as the share in the commissions on the gross revenues
shown under Article II hereinafter, shall be effected free of any tax or fee;
and these payments to the Company and their subsequent distribution among the
shareholders, in whatever form this distribution may be, shall not, under any
circumstances, be subject to any tax, fee, fiscal deduction, or any other de-
duction, whether at present or in the future.

Foreign shareholders may change into foreign currency and freely transfer
abroad without any tax or fee all what they may receive.

Article 8: Acquisition of the Lebanese Nationality

The Company shall acquire the Lebanese nationality and shall transfer its
Headquarters to Beirut provided that, within one year from the date of the last
ratification, a special agreement is concluded between the Lebanese and French
Governments in this respect.

Article 9: Company for Private Assets

The Company shall be authorized to establish a Lebanese joint-stock company
to which it will convey all of its private assets particularly its cash, shares,
and realties stated in Appendix 10, as well as the immovable property belonging
to the Company in accordance with the above-mentioned Article One with the
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exception of the mobile and various equipment, the office furniture and equip-
ment, the marine equipment, and the supplies, as defined in Article 10, and
a working capital amounting to four million Lebanese pounds.

The conveyance shall be effected at the present actual value, free of trans-
fer fees and of all taxes or fees.

This authorization shall be in lieu of the decree required for the estab-
lishment of joint-stock companies. -However, it shall be necessary to have the
organic regulation approved by a decision to be issued by the Ministry of
Justice in order to ensure that it is in conformity with the Commercial Code.

The shares of this Company shall not be subject to the nominality of
shares required by Legislative Decree No. 110 dated 12 June 1959 for the acqui-
sition of realties.

It shall be permissible for this Company, during the first two years of
its existence, to be managed by the Management and Exploitation Company shown
under the following Article 10, against an annual remuneration of LL. 50,000.
At the end of this~period, the Company itself shall manage its own affairs.

Chapter III - The Management Agreement

Article 10: Management and Exploitation of Beirut Port

The Beirut Port, Quays, and Warehouses Company shall, as from the first
of January 1961, manage for the account of the State, the quays, docks and
the various installations of Beirut Port; and shall, as well, administer the
affairs of the lands and buildings of the Port Public Domain which at present
constitute a part of this domain, in addition to those which shall be annexed
thereto in accordance with this Agreement (Articles 1, 2, and 3 previously
stated).

For this purpose, it shall effect all the operations necessary for manage-
ment and shall benefit; for this purpose only, of the conditions of the agree-
ments and texts stated under Article 7 above.

It shall continue to exploit the customs warehouses, general storehouses,
and the Free Zone, and to exercise its rights with regard to porterage, in
accordance with the provisions in force and particularly those stated under the
Agreements of 31 May 1890, 20 June 1895, and 23 March 1912, and Decision No.
206/LR dated 26 December 1933. All of its exclusive rights relative to the
exploitation of the customs warehouses, the Free Zone, the general storehouses,
and porterage, shall continue to be enjoyed by it alone until 31 December 1990,
provided that the provisions of this Agreement are taken into consideration.

On the first of January 1961, it shall acquire the name of: "Beirut Port
Management and Exploitation Company" and shall be called hereinafter the
tManagement Company".
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(( It shall modify its regulation in order to make it in harmony with the
provisions of this Agreement and shall submit the new regulation for approval
by the .Ministry of Justice and the Ministry of Public Works and Transportation.

All constructions, including yards, buildings, and offices in the Public
Domain shall be put, free of charge, at the disposal of the Management Company,
excluding plots Nos. 1262, 1263, 1265, and 1345 exchanged in accordance with
the provisions of Article 1 above, for which plots the Management Company shall
pay a yearly rental of L.L. 12 per square meter.

It should be stated that the provisions of Article 80 of the Lebanese
Commercial Code relative to the nominality of shares, shall not be applicable
to the Management Company.

All current contracts, all judicial cases, and all rights and obligations
relative to the exploitation of the Port, quays, and warehouses shall remain
under the charge of the Management Company; and there shall also remain under
its charge the personnel with their rights and length of service, including theindemnity for discharge from service.

The costs of liquidating the Company's present Headquarter and its trans-
fer to Beirut shall all be borne by the Management Company.

This Company shall remain the owner of the mobile and various equipment,
the office furniture and equipment, and the marine equipment existing on 31
December 1960, and shall be responsible for their maintenance and consumption.

The account value of these items as on 31 December 1959 is entered in
Appendix No. 11; and it is supposed that, for the period since they were
acquired, they have depreciated at the rates fixed in this Agreement.

Also, the items purchased in 1960 will, for this year, undergo a depre-
ciation to be calculated at the same rates.

The Management Company shall also remain the owner of the supplies
whose -value on 31 December 1959 is entered under Appendix No. 12, and shall,
as well, be the owner of the supplies (which will be) purchased in 1960.

It shall not maintain except the exploitation buildings which shall
become the property of the State. The construction of new buildings, however,
shall be financed by the State if the special account for renewals provided
for under Article 11 does not allow such construction. The Depreciation shall
be considered a part of the exploitation costs.

If the State decides to construct a third dock, it shall consult the
Management Company with ±'egard to the enlargement and equipping. The manage-
ment and the warehousing and porterage rights in the enlarged Port shall
remain reserved for this Company; but then, the conditions of exercising such
rights shall, be studied with the view -of modifying them by common agreement in
such a manner as would not alter the financial status which the Management
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Company used to enjoy during the three years which preceded the receipt of
the enlargement works.

Article 11: Financial Regulation for Management and Exploitation

The Management Company shall keep three accounts which it shall call Account
No. 1, Account No. 2, and Account No. 3.

Account No. 1, called the State Account, shall be credited with all the
amounts that are due to the State and resulting out of its share in the ware-
housing revenues in accordance with the following rates:

10% of the gross revenues of warehousing in the general storehouses - real
warehouses.

15% of the gross revenues of warehousing in the Free Zone.

20% of the revenues of warehousing in the customs warehouses.

Also, this Account shall be credited with the amounts accruing as rental
and remuneration for the occupancy of lands surveyed at present under.Nos. 1261
(share 3 State), 1343 (share 4 State), 1311 and 1312 (share 5 State), 1262,
1263, 1265, and 1345 used for port exploitation.

This account shall be settled by the payment of the amounts due to the
State as a result of the above-mentioned reasons and by the amounts that would
be transferred to the profit and loss account in order to cover, when necessary,
the realized loss in this Account at the end of the fiscal period.

Account No. 2, called the Management Account, shall be credited with the
revenues received as a result of the following dues:

Ships dues

Quays dues

Passengers dues

It shall be debited with the following sums:

- A deduction of 5% from the gross revenues defined above as a remuneration
for the managing body.

- Costs of maintenance of Port installations and roads.

- Maritime Services' costs.

- The share of the general costs accruing from the management and the hand-
ling of operations in proportion with the revenues of Account No. 2. These
general costs constitute of the joint expenses which do not belong to any
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special operation of the Management operations. Account No. 3, called the
Exploitation Account, shall be credited with all the revenues of the Manage-
ment Company other than those revenues that accrue from the Company's special
funds and the revenues appropriated to Account No. 2.

The same Account shall be debited with the following amounts:

A deduction of 5% from the gross revenues credited to Account No. 3 as a
fixed remuneration for the Managing body.

- All exploitation costs, particularly the expenditures for employees and
labor, and the costs of porterage, warehousing, and maintenance of the equip-
ment directly assigned to the operations that produce the revenues credited to
this Account.

- Rentals and fees for the occupancy of the State lands credited to Account
No. 1.

- Depreciations and maintenance (costs) of the State buildings.

The depreciations calculated at the rate of 3.5% of the account value shall
be entered in a special account set for the financing of the construction of
new buildings necessitated by the exploitation. The balance of this account,
capital and interests, shall go to the State upon the expiration of the manage-
ment and exploitation.

Depreciations of the equipment and furniture existing at the time this
Agreement becomes effective, and the equipment purchased when necessary,
during the exploitation, with the Company's funds. This depreciation shall be
calculated on the basis of the account value in accordance with the following
rates:

Rolling equipment 10%
Diverse equipment 5%
Furniture and office equipment 7.50%
Maritime equipment 5%

This deduction shall go annually to the Management Company.

- A provision for the renewal of the equipment and furniture. This pro-
vision shall be used according to the needs of the exploitation and after the
approval of the Administration, and it shall be calculated on the account value
of the existing equipment and furniture in accordance with the rates stated
above.

If there results from this Account an unused surplus, then this surplus
shall go to the State upon the expiration of the management and exploitation
period.

Upon the expiration of the period of this Contract, there shall come to
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the State, free of charge, the items purchased with the funds of this pro-
vision, as well as the depreciated items purchased with the Company's funds.
But the equipment and furniture purchased by the funds of the Company or the
funds of the Management Company and which have not been fully depreciated, shall
be regained by the State at their account value.

- A share of the general costs of management and handling of operations in
proportion with the revenues of Account No. 3 after allocating the share relative
to Account No. 2.

- A total fixed sum to be paid to the Municipality amounting to 50,000
Lebanese pounds (fifty thousand).

The State's share of the warehousing gross revenues that should be credited
to Account No. 1, as it is determined above.

The balances of accounts Nos. 2 and 3 shall be transferred to the profit
and loss account. It should be stated that the amounts paid as a result of
the law suits raised prior to 31 December 1960 shall not be considered as manage-
ment and exploitation expenditures that enter under the above-mentioned accounts.

Article 12: Remuneration and Share of the Management Company, and Settlement
of Accounts.

The Management Company shall be granted:

1) Management commission amounting to 5% of the gross revenues as they are
credited to Accounts Nos. 2 and 3. This commission shall be exempted from all
taxes.

2) A share amounting to 50% of the credit balance of the profit and loss
account resulting from the merging of the balances of Accounts Nos. 2 and 3.

This share shall be subject to the income tax and its appurtenances.

If, after payment of the income tax, the net share of the Management
Company exceeds three quarters of the management remuneration fixed at five
percent, half of this excess shall be paid to the State.

The State shall cover the debit balance, if any, of the profit and loss
account; and this coverage shall be effected, in priority, by deductions from
Account No. 1.

Thd accounts prepared in execution of the provisions of this Agreement
shall be settled in the following manner:

The Management Company shall, prior to the first of May, submit through
the organization charged with the control, its accounts prepared in accordance
with the above-mentioned rules.
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The Management Company shall, within two months, nay the balance due by
it; but the balance due by the State shall be paid within the first ten days
that follow the publication of the State budget, and at most by 10 March of the
following year. In any case, the State shall have the right to settle such
balance by means of a special credit.

Every delay on the part of either party in the repayment in accordance
with Articles 7 and 11 shall ipso jure lead to the accrual of an annual inter-
est of 7%.

Article 13: Possibility of Withdrawal of Management and Exploitation.

The rights of the Management Company as defined in the first two para-
graphs of Article 10 above are granted to it until 31 December 1990. However,
the State may, starting with 31 December 1975, withdraw the rights which the
Management Company enjoys and exploits; and such withdrawal shall be effected
one year after a notification is served to the latter and against payment of
an amount, free from any tax or fee, equivalent to the amount capitalized plus
an interest of 6% for the period remaining from the date of withdrawal until
31 December 1990.

This annuity is equal to the average of the total net profits which the
managing body had drawn from the exploitation during the five years that
preceded the withdrawal as shown in Articles 11 and 12.

In this case, the State shall purchase, at a price to be fixed by experts,
the mobile and other equipment, the furniture and office equipment, as well as
the maritime equipment and supplies which belong to the Management Company and
which would not have been bought by the renewal funds provided for under Article
11 above, or which would not have been depreciated in accordance with the
(provisions of the) same Article.

Article 14: Exploitation of the Port

The exploitation of the Port shall continue to be effected in accordance
with the conditions prescribed in all the documents in force and to which the
following amendments shall be made:

The Management Company shall take charge of the goods in accordance with
a physical tallying which shall be recorded on the admission slip and signed
by the Company's representative, the Customs' representative, and the repre-
sentative of the maritime or land transportation agency, or the consignee if
he was present upon delivery of the goods.

Tallying shall be effected in the place where the goods are warehoused,
that is, upon their admission into covered and uncovered Customs or Free zone
warehouses of all categories, with the exception of private warehouses in the
Free Zone.

- ,

.1 
1



(Classification)

Page 12 of

Encl. No. 1
Desp. No.357
From Beirut,

.

F
r

a

.

'

[-U cLASSIFIED]

. ''r , i

,.'" ,,

'F

their apparent condition. Except for the case of packages and bags whereupon
there exists apparent, traces of breakage, damage, or deficiency, the Manage-
ment Company shall not weigh' the packages except upon the request of those
concerned.

After putting new installations into exploitation as a result of the possi-
bility of constructing a third dock, the maritime agencies or the bearers of
delivery orders may at any time, and by a written request, ask that the goods
unloaded on the quays be transferred into covered or open warehouses. If the
Management Company does not respond to this request, it shall insure to have
these goods taken upon its own responsibility in the same place wherein they
were unloaded and under the conditions provided for in the previous paragraphs.

After tallying, the Management Company shall be responsible for the goods
within the conditons and limitations of the responsibility specified in the
concessional provisions, spcially with regard to fire (Article 34 of the Regu-
lation of 30 November 1890 and the Customs Supreme Council's Decision No. 383
of 28 December 1953).

Upon tallying the apparently suspected or damaged packages, there shall
be prepared a report which shall be made in the presence of both parties and
signed by the tallying officers. This report should contain a statement of
the weight and sealing of these packages.

The Management Company should deliver the packages and bags in the same
condition in which it received them, and it shall, on delivery, be responsible
before the Customs and the owners of the goods for those goods on which there
appear external traces of breakage or deficiency and for which no examination
report had been prepared at the time of receipt:

The contents of the manifest shall not be binding to the Management Com-
pany unless it had expressly accepted them on the admission slip.

Whenever there exists an evidence to the effect that a breakage or a
deficiency had occurred as a result of the act or fault of the Management Com-
pany's employees while transporting or warehousing the goods, the Management
Company shall be bound to compensate for the damages whether they were sustained
by the owners or the Customs. Because of the fact that when the above-mentioned
evidence does not exist the Management Company shall not be responsible for the
goods except after the completion of their tallying in the presence of both
parties, the maritime agencies to whom the goods are consigned, or their agents,
shall have the right to accompany the goods and supervise them from the time
they are unloaded until the Management Company takes them on its responsibility
upon their entry into the storehouses or yards.

The State and the Management Company shall, at the convenient time and
taking into consideration the development of traffic, take the necessary mea-
sures to enlarge the Free Zone or extend the free system to cover all the
Port.

)'
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The right of exploiting the Free Zone given to the Management Company
in its concessional capacity, shall be limited to the goods coming by land
or sea. The Management Company shall renounce every claim concerning the estab-
lishment, in accordance with the laws and regulations, and within the zone of
the Port protected area, of a free zone to be used for the exposition of goods
and selling them in retail. The right of warehousing the goods arriving by sea
or land shall, however, continue to be reserved for the Management Company.

Article 15: Tariffs

The tariffs approved by Decree No. 8710 dated 18 March 1955 and the amend-
ments made thereto shall remain in force as they are applied at present.

They may not be modified except by common agreement between the State and
the Management Company. The approval of the tariffs shall be the responsibility
of the Ministry that exercises the right of control over the management and ex-

ploitation.

The tariffs should always insure at least a general balancing between the
revenues and expenditures of AccountesNos. 2 and 3 provided for under Article 11
above. If this balancing is about to be lost, the Management Company should
propose to the Ministry which exercises the authority of control to have the
tariffs amended.

Article 16: Technical and Financial Control

The technical and financial control over the Management Company shall be
charged to the Directorate General for the Control of Concessions and Cus-
todianship Over the Exploitation Services, or the organization which would
take the place of this Directorate.

The Management Company shall, prior. to 31 October of each year, submit
to the approval of Control its budgetary estimates for the following year.

This budget shall include:

- An operational budget wherein there shall be, ipso jure, entered all the
revenues and expenditures arising out of the application of this Agreement, as
well as a provision for the unforeseen in order to meet expenditures of unfore-
seen or force majeure cases.

- A budget of works and equipment wherein there shall be entered the expendi-
tures anticipated for the erection of buildings or installations, as well as for
the purchase of equipment.

The Administration should give its opinion on the budget prior to 31
December; and if, by this date, it does not submit, in writing, any remark,
the budget shall be considered finally approved.

In case any remark is made, the Management Company shall insure the regular

-UNCLASSFID__ __
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progress of management on the basis of the budget of the previous year, and
shall dispose of the revenues in order to meet the necessary expenditures for
the regular operation of management and exploitation.

The Management Company shall, at the end of each year, stop the accounts
of management and exploitation and submit them to the Directorate General for
the Control of Concessions within the four months that follow the end of the
fiscal period.

The Directorate General for the Control of Concessions shall be given a
period of two months in order to audit and approve the accounts. If this period
elapses and no remark is made, these accounts shall be considered approved.
But if some remarks are made, the two parties should, within the month which
follows the submission of these remarks, proceed to discuss and correct them as
they see fit in order that a final decision thereon may be adopted by the end
of the said month at the most.

Article 17: Exemptions from Taxes

The equipment needed for the primary constructions shall be exempted from
Customs duties.

On the other hand, the State Port property which is defined and exploited
in accordance with the provisions of this Agreement, shall not be subject to
any tax or fee, whether at present or in the future, with the exception of the
fixed amount that should be paid to the Municipality in accordance with Article
11 above.

Article 18: Ratification

The Government shall refer this Agreement to Parliament for ratification.

Article 19: Ratification of the General Assembly of Shareholders

The extraordinary General Assembly of Shareholders that would ratify this
Agreement shall, on the condition that an agreement would be concluded between
the two French and Lebanese Governments in accordance with the provisions of
Article 8 above, decide on the transfer of the Company's headquarters from
Paris to Beirut and the acquisition of Lebanese nationality by the Management
Company. With the above-mentioned suspensive condition still standing, it shall
also make the necessary amendments to its statute. The transfer of the head-
quarters, after such transfer is decided, should be effected within one year
from the date of the last ratification.

Article 20:

This Agreement and-its appendices which, together with it, constitute an
integral whole shall be exempted from all stamp fees.
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Article 21: Arbitration

Every dispute that may arise between the two parties with regard to the
interpretation or execution of this Agreement shall be solved by arbitration.

Each party should, to this effect, notify the other party of its decision
to submit the dispute to an Arbitration Committee to be composed of three ar-
bitrators: one of whom to be appointed by the Government; the second, by the
Management Company; and the third, by the first two arbitrators. In case of a
disagreement by the two arbitrators and pursuant to the request of the mostly
pressed party, the President of the Court of Cassation shall appoint the third
arbitrator.

The procedures of arbitration shall be determined by the instrument of
arbitration.

The Arbitral decision may be adopted by the majority; and it shall be final,
not susceptible to any appeal, and should be executed immediately.

Each of the two parties shall bear the expenses of its arbitrator and shall
share with half the remuneration of the third arbitrator as well as the other
common expenses arising out of the arbitration.

Article 22:

This Agreement is drawn as a compromise and constitutes an indivisible
whole. It is expressly agreed upon that in case of nonratification, neither
of the two parties shall have the right to make use of any of the provisions
of this Agreement.

Written in Beirut in duplicate on ................

For the Lebanese State

(Signature)

For the Port, Quays and
Warehouses Company,

Beirut.

(Signature)
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TRANSLATION

Beirut Port Management

and Exploitation Company

S. A. L.

Capital s LL 9,534,900 paid-up in full

Headquarters : Beirut

ART IC LES

of Association
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Articles of Association
of the Beirut Port Management &

Exploitation Company

In order to realize the provisions of the Agreement concluded on 13 April1960 between the Lebanese State and Beirut Port, Quays and Warehouses Company,which agreement was ratified by the. Lebanese law of 31 May 1960, and the pro-visions of the agreement concluded on 11 May 1960 between the Lebanese S ate
and the French State, in further reference to Article 8 of the said agreement
and to the French Ordinance of 7 January 1959, the Articles of Association ofBeirut Port, Quays and Warehouses Company, modified lastly on 6 July 1960,shall, as from January 1, 1961, be the following :

Title I

Object of the Company - Name -

Headquarters - Duration

Article 1 - The Beirut Port, Quays and Warehouses Company, a French Limited
Company, has transferred its headquarters to Lebanon and has become aLebanese Limited Company in accordance with the decision of the General
Assembly of -shareholders adopted on 6 July 1960.

It shall be governed by the Lebanese laws and the present
Articles of Association under the name of Beirut Port Management
and Exploitation Company.

Article 2 - The object of the Company shall be to manage and exploit according
to the provisions of the said Agreement of 13 April 1960, the Port,
Quays, Customs Warehouses, General Stores and the Free Zone.

It may undertake every operation related to its principal object.

Article - The shares of the Company that constitute the private assets
authorized to be created under Article 9 of the Agreement of 13 April
1960 shall be retained by the Company until such shares are distributed
to the shareholders.

Article 4 - The headquarters shall be in Beirut. It may be transferred to
any other place within the Lebanese Republic pursuant to a decision from
the General Assembly of the shareholders.

Article 5 - The Company as well as the exploitation rights conferred on it bythe Agreement of 13 April 1960 shall expire on 31 December 1990 unless
decided to be extended.
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Title II

Capital - Shares

Article 6 - The assets and liabilities of the Management and Exploitation
Company shall, on 1 January 1961, be those determined by Articles 9,
10, and 12 of the Agreement of 13 April 1960.

The right of management remuneration, defined under Article 12
of the Agreement, shall be LL 8,589,360.

Consequently, the registered capital shall be fixed at LL 9,534,900
divided into 190,698 shares at LL 50 (each).

The total amount representing the management remuneration and the
registered capital shall be respectively amortized every year at the
rate of LL 286,312 for a period of 30 years, without modifying the
number of shares.

Consequently, the capital shall on the first of January of each
year diminish by LL 286,312 without the need for either an extra-
ordinary General Assembly or the stamping of the securities in appli-
cation of this article which shall appear in the wording of the
securities.

Article 7 - The registered capital may be increased once or many times by
the issuance of new shares or the raising of the nominal value of the
existing shares, either in representation of the initial shares
provided in kind or in cash, or by the incorporation of the Company's
reserve into the capital. This shall be done in accordance with a
decision from the General Assembly to be adopted under the quorum and
majority conditions provided for by the laws in force at the time of
the convocation of the Assemblies.

In case of increasing the capital by the issuance of shares in
cash, unless a decision to the contrary is adopted by the Extraordinary
General Assembly pursuant to the report of the Board of Directors and
the Commissioners of accounts under the quorum and majority conditions
provided for by the laws in force at the time of the convocation of
the Assemblies, the owners of the existing shares shall have a priority
right to subscribe for the new shares proportionally with the number of
their shares.

The General Assembly may also, with the reservation of third-party
rights, in conformity with Article 208 of the Commercial Code and in
accordance with a decision adopted pursuant to the provisions of Article
42, decide to reduce the registered capital for any reason and in any
manner, namely by means of redemption of the shares of the Company or
the exchange of old certificates of shares for an equivalent or less
number of new certificates, representing the same capital or not, with
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the delivery or purchase of old shares in order to allow the exchange,
and with or without a balance to be paid or received.

Article 8 -In case of increasing the capital, at least quarter of the total.
of new shares subscribed in cash shall be paid at the time of subscrip-
tion, and the rest according to the requirements of the Company, at the
time and in the proportion to be fixed by the Board of Directors.

The calling up of funds shall be notified to the shareholders by
a registered letter to be addressed to each one of them, or by a notice
to be published at least 30 days before the fixed date of every instal-
lment in the newspapers to be designated by the Board of Directors.

The shareholders, assignee and subscribers shall be jointly res-
posible for the value of the share. However, every subscriber or share-
holder who would have ceded his title shall, two years after the cession,
stop to be responsible for the installments that are not yet called up.

The first installment shall be effected against a nominal acknow-
ledgement of receipt that shall, in the three months of increase of
capital, be exchanged against a provisional certificate of shares
that is equally nominal.

All subsequent installments except the last ones shall be
mentioned on this provisional certificate. The last installment
shall be paid against delivery of the certificate to the holder.

Article 9 - The fully paid-up shares shall be registered securities or
bearer-securities according to the shareholders choice.

The bearer-securities shall be detached from a register with a
counterfoil, numbered, stamped by the Company's stamp, and signed by
two members of the Board of Directors or by one member and a represent-
ative of the Board. One of these two signatures may be printed or
stamped.

They shall be worded on one side in Arabic and on the other side
in French.

Their assignment shall be effected by their delivery.

The registered securities should bear a number, the Company's
stamp, and the signatures of two members of the Board of Directors
or one member and a representative of the Board.

The assignment of registered securities cannot be effected except
by a declaration of transfer signed by the assigner and the assignee or
their authorized agents, and it shall be entered in the Company's register.
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The signature of the assigned or his authorized agent shall besufficient if the shares are fully paid up.

The Company may, with the reservation of exceptions resultingfrom the legal provisions of laws in effect, request the notarypublic's certification of the signatures of the parties (concerned).

The shares whose due installments have been paid shall alone beeligible for assignment.

eArtile - The shares are indivisible as regards the Company which doesnot ecogizeany division.

The Joint owners shall have to be represented in the Company byonly one of them.

The rights and obligations attached to the share shall follow itto whatever hands it is transferred. The possession of a share shall{ by full right incur with it the adherence to the Company's Articles ofAssociation and the resolutions adopted by the General Assembly.

The heits or trustees of a shareholder may not, for any reasonwhatsoever, request the affixing of seals on the assets and securitiesof the Company, or in any manner interfere in its administration. Inexercising their rights, they should rely on the stock-lists and theresolutions of the General Assembly.

Article 11 - Every overdue installation on the shares shall by full rightbear interests in favor of the Company at the rate of 6% (six percent)every year, starting with the day the liability becomes duendwithout the need. for a formal notice.

Article - On failure of payment of the installments when they fall due,the Company may either exercise personal and public law action againstthe shareholder and his guarators under the conditions provided forin Article VIII of the present Articles of Association, or have theshares whose installments are overdue sold.

For this purpose, the Board of Directors shall proceed to execute(the above) in the stock exchange after having given notice to thedefaulting 
shareholder.III

The Company's Administration

Article 13 - The Company shall be administered by a Board of Directorscomposed of 5 to 12 members to be taken from among the shareholdersand appointed by the Ordinary General Assembly.
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The term of appointment of the members of the Board of Directors
shall be three years. The outgoing members may always be re-elected.

At least half of the members of the Board of Directors should
be of Lebanese nationality.

One third of the members of the Board of Directors shall be
renewed every year by lot. The outgoing Board members may always be
re-elected.

Article 14 - As an exception, the members of the Statutory Board of Directors
shall constitute the first Board of Directors which shall be composed of
Messrs. Henry Pharaon, Sami Schoucair, Anis Yassine, Eleuthere Elefteriades,

Najib Salha, Najib Alamuddin, Faez El-Ahdab, Khalil Sehnaoui, Abdallah

Khoury, Henry de Bletterie, Edouard de Monicault, and Maxine de Dumast.

The term of this first Statutory Board of Directors shall start

on the first of January 1961 and terminate as soon as the Ordinary
General Assembly which should decide on the results of 1963 appoints
a new Board of Directors. The Statutory members of the Board may
always as well be re-elected.

The office of this Statutory Board shall be formed in conformity

with the provisions of the present Articles of Association, and its

Chairman and Deputy Chairman shall be elected every year in accordance
with the conditions of Article 19 hereafter.

Article 15 - The Board of Directors shall meet as often as the interest of
the Company requires.

The presence or the representation of at least half of the active

members of the Board of Directors shall be necessary for the validity of

the Board's resolutions.

The resolutions shall be adopted by the majority of votes of the

attending or represented members. In case of a tie, the vote of the

Chairman shall be reponderant.

Article 16 - The resolutions shall be recorded in minutes to be registered

in a special register and signed by the Chairman and one of the members

of the Board who had taken part in the meeting. The copies or extracts

of these resolutions shall for attestation be signed by the Chairman of
the Board of Directors, or whoever acts in his place.

Article 17 - Every member of the Board of Directors should, during the period

of his office, be the owner of fifty untransferable shares. They shall
be registered securities, stamped with a stamp indicating untransferability,
and deposited in the cash-box.

Awaiting the distribution of the Company's shares, the shares of

Beirut Port, Quays and Warehouses shall take their place.
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Article 18 - If, during the period between two annual Assemblies, the number of

active members is reduced to less than five due to death, resignation or
any other reason, the remaining members of the Board of Directors should
convoke the General Assembly within two -months at the most in order to
fill up the vacancies.

Article 19 - The Board of Directors shall appoint a Chairman and a Deputy
Chairman whom it shall select from among its members. The Chairman
and Deputy Chairman shall be elected annually after that the General
Assembly looks into the budget and the accounts of the previous year.
They may always be re-elected.

In case the Chairman is absent, the Deputy Chairman shall replace
him; and if both are absent, the Board shall appoint the member who will
perform the duties of the Chairman.

The Chairman of the Board of Directors shall insure the general
management of the Company. In case a General Manager is attached to him,
this Manager shall perform his duties for the account and at the personal
responsibility of the Chairman.

Article 20 - Every member of the Board of Directors may have one of his colleagues
represent him in the meetings by giving him an authorization to this
effect either by letter or telegram; but no member of the Board of Directors
may represent more than one of his colleagues.

Article 21 - The Board of Directors shall have the widest authorities with
regard to the management of the Company's affairs. It may even effect
a compromise and accept arbitration.

It shall close the accounts which should be submitted to the
General Assembly, prepare a report on these accounts and on the social

affairs situation, and propose the determination of dividends to be distri-
buted.

The Chairman of the Board of Directors shall, whether in person or

by proxy, represent the Company at court as plaintiff or defendant.

Article 22 - The Board may delegate all or part of its powers to one or more
of its members by special authorization for certain particular objects or

a specific period.

It may also delegate for expediting current operations one or more

persons to .be taken from outside its members.

Title IV

General Assemblies

Article 23 - The regularly formed General Assembly shall represent all the

shareholders.
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Article 24 There shall be heldan Ordinary General Assembly every yearduring the first semester.GeraAsmbyveyer
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odrthermore, the General Assembly may always be convoked extra-ordinarily in case of need either by the Board of Directors or by theControl Commissioners in the case of urgency or should yconvoke the General Assembly within a period of 16 days from theldateythe request is made by the shareholders representing at least one-fifthof the registered capital.

Article 25| - Every member of the Ordiayo rrodiryGnalAsmyshall have as many votes as the number of shares h pssesses orrep
without limitation. or represents,

Article 26 - Con ns of GeneraAssemblies should be made at least sixteendays in advance by registered letters addressed individually to the share-holders or by a notification to be published in at least two newspapers.
The invitation shall designate the day, hour, and place of themeeting, as well as the agenda.

The Assembly shall not discuss except the matters appearing on
may arise during the meeting.

Article 27 - Holders of registered securities that have been transferred atleast five days prior to the meeting of the Assembl tn d tmeeting without prior formalities.ey y attend this

In order to have theright to attend the General Assembly, theowners of bearer's shares should deposit their securities, at leastfive days prior to the meeting of the A sembly in the Comat'sHeadquarters, in one of the accepted Abkl, or in an$therpacedesignated by the Board in the convocation notification.eplace

An entry card shall be issued to each depositer upon his request.
Holders of registered securities and depositors of bearer'smay, under the above-mentioned conditions ie of sts es
to be represented in the General Assembly No one mayr eresentaattorney
holder unless he himself is a shareholder. represent a shae-

However, joint liability Companies and simple commandites oreiomandites limited by shares shall be validly represented by one oftheir managers or those permanently authorized to sign for them; thejoint stock Companies, by a member of the Board of Directors or onepermanently authorized to sign for them; the married women, by theirhusbands, if they are given powers of attorney to manage their property;and the minors or interdicted persons, by their naes or therto-
dians. All this can be done without the need -for the manager, theebircber
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the Board of Directors, the person authorized to sign, the husband,
e guardian or custodian to be himself a shareholder in the Company.

The Ordinary General Assemblies shall be regularly formed and
their discussions valid whenever they are convoked in conformity with
the law in effect at the time the Assembly is convoked and in accordance
with Article 26 of the Articles of Association, and whenever they meet
under the quorum conditions determined by the said law.

In order that their decisions become valid, they should meet
under the conditions of majority determined by the law.

Article 28 - The General Assembly shall be presided by the Chairman of the
Board of Directors 8r the Deputy Chairman; or in their absence, by
a member of the Board of Directors to be designated by this Board.

Two of the strongest shareholders shall act as scrutineers.

The office shall designate the secretary who shall be taken

from among or outside the shareholders.

Article 29 - The decisions of the Ordinary General Assemblies shall be

adopted by the majority of votes of the members attending or represented.

The agenda shall be determined by the Board of Directors or by
the control commissioners if the convocation is made by them. There
shall not be included in the agenda except the matters that are submitted
by the Board or the commissioners, and those matters that are within
the jurisdiction of the Ordinary General Assembly and the inclusion
of which is requested, at least 15 days prior to the meeting, by a
number of shareholders representing at least one-fifth of the registered
capital.

It shall not be permissible to place for discussion matters other

than those included in the agenda.

Article 30 - The Ordinary General Assembly shall appoint a control commissioner

and fix his remunerations. His post shall not last for more than one
year but he may be re-elected. His rights and obligations shall be

those determined by the Commercial Code.

The same Assembly may appoint an acting commissioner who would

not act except when the principal commissioner is obstructed from acting.

For the year 1960, the commissioners designated by the Ordinary

Assembly of 23 June 1959 of the Beirut Port, Quays and Warehouses Company
shall stay in power.
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An additional commissioner, designated by the President of the
Court of the (Company's) Headquarters shall, in conformity with Article
173 of the Commercial Code, be attached to the commissioner appointed
by the Company. He shall have the same powers and receive the same
remunerations as this latter commissioner.

Article 31 - The Ordinary General Assembly shall hear the report that should
be submitted to it every year by the Board of Directors on the status
of the Company and the report of the control commissioners. It shall
discuss, approve, reject or correct the accounts. It shall determine
the profits to be distributed as dividends or otherwise. It shall
appoint the members of the Board- of Directors and the commissioners.
It shall determine the fixed remunerations of the Board of Directors
and the commissioners.

It shall finally discuss all the questions included in the
agenda and supremely decide on all that concerns the Company's
interests, no matter how important they may be, authorized, in particular,
loans by means of issuing bonds, and grant the Board of Directors all
the additional authorities they may deem suitable.

Article 32 - The decisions of the General Assemblies shall be included in the
minutes, inscribed in a special register, and signed by the office
members.

An attendance. sheet containing the names of present or represented
shareholders, members of -the Assembly, and the number of shares owned
by each one of them, shall be signed and certified by the office members,
attached to the minutes and Kdeposited at the (Company's) Headquarters.

Article 33 - The copies or extracts of the decisions should, in order to
become authentic, be signed by the Chairman of the Board and whoever
replaces him.

Article 34 - The decisions of the G neral Assembly, made ini conformity with
the present Articles of Association, shall be binding on the absent or
dissident shareholders.

Title V

Inventories - Annual Accounts -

Distribution of Profits

Article 35- The Company's fiscal year shall begin on the first of January
and end on 31 December of each year. There shall be prepared, through
the care of the Board and on 31 December of each year, a general
inventory on the assets and liabilities. The different items of
the Company's assets in this inventory shall be subject to amortizations
to be determined by the Board of Directors, due consideration being
given to the Agreement of 13 April 1960.
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This inventory, as well as the schedule of assets and liabilities
and the balance of accounts shall be put at the disposal of the control
commissioners fifty days prior to the annual meeting of the General
Assembly. They shall be then submitted to the General Assembly that
would either approve them or request their adjustment, if necessary.

Each shareholder may, at least fifteen days prior to the
meeting of the Assembly, take note thereof.

Article 36 - The Board of Directors shall every year, within the two months
during which the General Assembly would certify the accounts, publish
in the Official Gazette the schedule of the Company's assets and
liabilities of the closed fiscal year as well as the list of the names
of the members of the Board of Directors and the control commissioners.

Article 37 - The results of the fiscal year shall, after the application of

particularly the provisions of Articles 11 and 12 of the Agreement of
13 April 1960, consitute the net profits.

There shall be deducted from these net profits :

1 - 10% for the reserve provided for under the law.

This deduction shall cease to be compulsory when the reserve amounts

to nne-third the Company's registered capital. It shall again become com-
pulsory when, for some reason, the reserve comes down to less than this
third.

2 - The sum necessary to be paid to the shareholders as first dividends
equivalent to 4% of the paid and unamortized sums without the shareholders
having the right to claim these dividends from the profits of the subsequent
years if the profits of one year do not permit such payment.

3 - The sum which the General Assembly shall, should the occasion arise,
decide to allocate for the funds or additional reserves.

The balance that results after these various deductions are effected
shall, after deducting the sums carried forward anew, be distributed as
follows a

10% to the .Board of Directors that shall effect the distribution thereof
among its members in the manner it deems convenient.

90f to the shareholders on the basis of an additional dividend to every
share without distinction.

The shareholders shall therefore dispose of :

of the
- the allocation to the manager provided for under Articles 11 and 12

agreement of 13 April 1960,
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he first dividend and the additional dividend, should the occasion arise

is to be understood that the provisions of this Article cannot inaffect the provisions of the Agreement of 13 April 1960 or have anywhatsoever on them, the financial relations between the S ate and the
t Management and Exploitation Company being exclusively gverned by the
ment.

Title VI

Reserve F.nds

Article 38- The legal reserve funds shall be composed of the accumulation of
the amounts deducted from the annual profits in conformity with Apticle
37. This reserve is intended to cover the losses of the balance sheet.

reserve
When the legal/funds reach one-third of the registered capital,

the deduction shall cease to be compulsory, but it may however continue
to be effected if the Assembly so decides.

Article 39 - In case the results of a fiscal year are not sufficient to
give a first dividend equivalent to 4% of the paid-up and unamortized
capital, the difference may be- deducted either from the optional
reserve accounts provided for under Article 37 of the Articles of
Association, or even when the legal reserve funds surpass the one-third
of the registered securities, from the part of these funds which exceeds
this one-third.

Article 40 - Upon the dissolution of the Company, and after that the Company
liquidates its engagements, the legal reserve funds and the other
reserve or provident accounts which would have possibly been formed,
shall be divided among all the shares.

Title VII

Amendments of the Articles

of Association -

Dissolution - Liquidation

Article 41 - The Board of Directors may, at any time and for any reason
whatsoever, propose to the General Assembly convoked for this purpose,
the effecting of the amendments the Board deems necessary to the present
Articles of Association.

These amendments: shall be decided valid by the Extraordinary General
Assembly that would meet under the conditions provided for these Assemblies
in the present Article and Article 42 of the present Articles of
Association.
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All of this shall be done with the reservation of the rights of the
State, which rights are derived from the Agreement of 13 April 1960.

Article 42 - The Extraordinary General Assemblies shall be regularly formed
and shall deliberate legally when they are convoked in conformity with
the law in effect at the time of the convocation of the Assembly, and
with Article 26 of the Articles of Association, and when they fulfill
the quorum conditions provided for under the said law.

In order that their resolutions may be valid, they should meet the
conditions of majority provided for by the law.

Article 43 - In case three quarters of the Company's registered capital are
lost, the members of the Board of Directors should convoke the Extra-
ordinary General Assembly in order that it may decide on whether the
dissolution of the Company should be effected or that the operations be
continued. This shall be done with the rights of the State that are
derived from the Agreement of 13 April 1960 being reserved.

This Assembly should, in order to be able to deliberate, meet the
conditions provided for under Articles 27 and 42 of the Articles of
Association, and its decision shall in all cases be made public.

If the Board of Directors fails to convoke the Assembly, the
commissioner or commissioners may convene it. Under the same condition,
every shareholder may, without waiting for the convocation, request
at court the dissolution.

Article 44 - Upon the termination of the Company, or in case of an anticipated
dissolution, the Extraordinary General Assembly shall, upon the proposal
of the Board of Directors, decide upon the manner of liquidation and
appoint one or several. liquidators who shall be taken from among the
members of the Board or outside it.

During the liquidation period, the authorities of the General
Assembly shall continue as they were during the existence of the Company.
The Assembly shall dismiss and replace the liquidators, approve the
liquidation accounts, and compensate the liquidators.

In case of the resignation or a hindrance standing in the way of the
liquidators or one of them, the Assembly which would be convoked by the
remaining liquidators, or at their default, by the most diligent share-
holder, shall see to his or their replacement.

With the exception of the restrictions which the General Assembly
may put, the liquidators shall be vested with the widest powers in order
to sell the assets whether movable or immovable, without the need for
legal formalities.
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They may, in particular, pursuant to the decisiore of the A sembly
and with the authorization of the State, effect the transfer or the
assignment to any Company or individual, whether by contribution, in cash
or against fully paid-up securities, or by any other method, of all or
part of the rights and shares of the dissolved Company.

Article 45 - All the disputes that may arise during the Company's term or
during its liquidation, whether they be between the shareholders and
the members of the Board, or between the shareholders themselves,
relative to the Company's affairs, shall be within the jurisdiction
of the competent courts of the place where the Headquarters is located.

For this reason, in case of a dispute, every shareholder should
select his place of abode in the area of the Company's Headquarters, and
all summons and notifications shall be regularly served at this place.

Failing to choose a place of abode, the summons or notifications .shall
be legally effected gt the Public Prosecutor's room of the place where
the Headquarters is located.

Article 46 - The Beirut Port Management and Exploitation Company shall be
vested with all the rights and powers, without limitation, to execute
fully the (provisions of the) Agrement of 13 April 1960, particularly
to proceed with and finish of.all the operations and formalities
necessary for its application. It shall be therefore entitled to
act for and contract in the name and place of the Beirut Port,
Quays, and Warehouses Company for everything that bears relation
to the said Agreement; and more particularly, for the transfer to
the Company he formation of which is provided for under Article 9
of the aforementioned Agreement, of the liquid funds, the securities
appearing under appendix 10, and the real estates assigne:.under
Article 1.

The Beirut Port Management and Exploitation Company shall
control the accounts of the Beirut Port, Quays and Warehouses
Company, receive or pay the sums which it owes or are due to it
by any person, or private or official organization.

The persons entitled to represent and sign for the said
Beirut Port, Quays, and Warehouses Company shall remain vested
with their powers until these powers are explicitly abrogated and
this abrogation notified in writing to the physical or fictitious
persons, or to the private, judicial and official organizations,
before which they have been entitled to act.
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Articles of Association

of the

Real Estate & Financial Company of the

Beirut Port

S.A.L.

Capital: 50,511,680 Lebanese pounds, paid up in full.

Headquarters: Beirut
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Real Estate and Financial Company of the

Beirut Port

S.A.L.

i.

Capital: 30,511,680 Lebanese pounds, paid up in full.

Headquarters: Beirut

Articles of Association

In realization of the provisions of Article 9 of the Agreement
concluded on 13 April 1960 between the Lebanese State and the Beirut Port,
Quays and Warehouses Company, and approved by the Lebanese Law issued on
31 May 1960, there has been established, as from the first of January 1961,
a Lebanese joint stock company to which the private assets specified under
Article 9 of the said Agreement shall be provided. This Company shall be
subject to the following provisions and conditions:

Title One

Object of Company - Name - Headquarters -

Duration.

Article Oneo

The- object of the Company is:

- The management and exploitation of the property provided to it.

The performance of all financial, real estate and commercial
operations and investments of all kinds in Lebanon and abroad.

Establish companies or participate in their establishment.

- Participate in the management of, provision of funds to, sharing in,
loaning to, subsdription.in, and the purchase of stocks, bonds, and rights
in every establishment or company, whether established or will be established,
or incorporate itself with it.
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- Purchaase realties by legal methods and the construction of buildings.

A. 15,248 capital shares of the General Company of the Levant.
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- In general, carry out, for its account or 'tv account of others,
every transaction which would be made on movable or immovable property and
which would, directly or indirectly, be related to the object of the Company.

Article 2

The Company shall be called the "Real Estate and Financial Comoany of
the Beirut Port" and shall be governed by these articles of association and
the laws in force in the Lebanese Republic.

Article 3

The Company's headquarters shall be in Beirut, and it may be transferred
to any other place in Lebanon pursuant to a decision from the General Assembly
of the shareholders.

Article 4

The duration of the Company shall be ninety-nine years starting from
the date it is finally established, unless it is prematurely dissolved or
its duration extended.

Title Two

The Capital

Article 5

The assets provided and stated under Article Nine of the Agreement are
composed of the following elements:

1. The realties resulting from the exchange of lands between the State
and Beirut Port, Quays, and Warehouses Company as stated under Article One
of the Agreement of 13 April 1960, that is 14 million Lebanese pounds.

2. The realties shown in appendix No. 10 of the Agreement of 13 April
1960. These realties were estimated in accordance with Article 86 of the
Commercial-Code and consequently their value was determined at 10,805,310
Lebanese pounds in accordance with an expert's valuation ordered by the
Judge of First Instance on 7 November 1960.

3. The securities, and they are:
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328 redeem shares of the same Comoany.

B. 937 shares of the Grand Hotels of the Levant Company.

C. 1,200 shares of al+-Ahli Bank.

D. 750 shares of al-Ittihad al-Watani.

E. 1,143 shares of the Lebanese General Financial Company.

F. 10,497 shares (in) Villiers Avenue Realty.

G. 1,575 shares of the Levant Warehouses Company.

The estimation of the value of the above-mentioned securities wqas
effected in accordance with Article 86 of the Commercial Code. The value
of these securities was determined at L.L. 5,135,154, in accordance with
an expert's valuation ordered by the Judge of First Instance on 7 November
1960.

4. The cash: L.L. 571,216.

The cash amount may be more on closing the accounts of the established
Company on 31 December 1960. (If that would be so), the surplus amount shall
then be entered in the reserve account.

Thereuoon, the Company's capital has been fixed at L.L. 30,511,680,
divided into 190,698 shares at 160 Lebanese pounds each.

Article 6

The Company's capital may be increased once or many times by the issuance
of new shares, either in representation of the initial shares provided in kind
or in cash, or in the transformation of the Company's reserve that is in excess
of the legal reserve. This shall be done in accordance with a decision from
the Extraordinary General Assembly of the shareholders.

The Extraordinary General Assembly shall have the right to reduce the
capital, on condition that such reduction does not harm the interests of
third parties, in conformity with Article 208 of the Commercial Code.

Article 7

The Board of Directors has been authorized to distribute, at the time
it finds suitable, the securities, cash, and movable property that are not
necessary for the good progress of the Company.
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Title Three

Shares

Article 8

The Company's shares shall be either nominal or for bearer according
to the choice of their owners.

Article 9

If the Company' s capital is increased and the shareholder does not pay
the amount due from him-ithin the specified period, the Board of Directors
shall, after one mouth from the date of giving him notice, have the right to
sell his shares in the stock exchange market in Beirut. The transaction
shall be made at the expense, responsibility, and risk of the shareholder.

Article 10

All the provisional and final bearer's securities and nominal securities
shall be detached from a register with a counterfoil, numbered, stam:oed by
the Company's stamp, and signed by the Chairman of the Board of Directors
and another person of those who are specially authorized by the Board of
Directors for this. Purpose. However, it shall be permissible to have theChairman's signature as a printed reproduction.

Article 11

The assignment of nominal shares shall be effected by a declaration of-i request and acceptance signed by the assigner and the assignee or their agent.
Upon the receipt of this declaration, it shall be recorded in a special registerto be prepared by the Company.

The Company shall have the right to request the Notary Public's certifi-
cation of the qualifications and signatures of the two parties. If the sharesare entirely free, the signature of the assigner or his agent on the application
of assignment shall be sufficient.

Upon assignment, the assigner's securities shall be cancelled and new
securities shall be issued to the assignee in their place.

Only the certificates of shares on which payment of due amounts hasbeen effected shall be eligible for assignment.

The Company shall not recognize the transfer of nominal shares unless
such transfer is registered in its registers. The assignment of bearer

NCLSSIFID 1 q

DECLASSIFIED
Authority i B j,
ByFT NARA Date? 2 4

i



UNCLASSIFED
(Claisi/ication)

Page 6 . of
Encl. No. 2
Desp. No. 494
From poi rt

shares shall take lace immediately upon their delivery within the condibions
set in the legislation in force.

Article 12

The shares are indivisible as regards the Company which does not recognize
except one owner for each share.

The joint owners cannot be represented in the Company except by one of
them only.

The usufructuaries and proprietors of bare ownership cannot be represented
except ly one of them.

Article 13

The rights and obligations attached to the share shall follow it to
whatever hands it is transferred. The possession of a share shall definitely
incur with it the acceptance of the Company's Articles of Association.

Article 14

The heirs or creditors of shareholders may not,' for any reason whatsoever,
request the laying of seizure by the fixing of seals on the Company's assets
and papers, request the division of its funds or the sale of its assets by
public auction, or in any manner interfere in the operations of administrating
the Company.

Title Four

The Company's Administration

Article 15

The Company shall be administered by a Board (of Directors) composed
of five members at the least and twelve members at the most to be taken
from among the shareholders and appointed by the Ordinary General Assembly.

The term of appointment of the members of the Board of Directors shall
be three-years. The members whose term has terminated may be re-elected.

At least half of the members of the Board of Directors should be of
Lebanese nationality.

It

L___ __________D

1 f/Nd tA

DECLASSIFIED
AuthorityNgt B5L)

B yf NARA Date7'3

t :t)

I

s
{

!

I

I

.

i



Page 7 of

N~CI~IEDn Encl. No.
(Clussification) Desp. No. -4 9d

From Be irut

One-third of the members of the Board of Directors shall be renewed
every year by lot, and it shall always be possible to re-elect the outgoing
members.

Article 16

As an exceotion, the first Board of Directors shall be formed from the
members designated in the Articles of Association. They are Hessrs.: N~ajib
Salha, Count Francois de Vogue, Baron P. de Lassus Saint Genies, Charles
Helou, Youssef Bedas, George Homsi, Touma Ulajitouma, Pakrat Bakalian, Nicola
Khoury, Michel Badawi, Abdallah Khoury, Ibrahim Arab.

The term of this statutory Board shall begin on the first of January
1961 and terminate when the Ordinary General Assembly which. will decide on
the financial results of 1963 appoints a rew Board of Directors. rThe
statutory members may always be re-elected.

The Office of this statutory Board will be formed in accordance with
the provisions of these Articles of Association, and its Chairman and
Deputy Chairman shall be elected every year in accordance with the conditions
of the following Article 19.

Article 17

The members of the Board of Directors should, during the whole period
of their mandate, be the owners of at least fifty shares which shall be
appropriated as a security of their mandate. These shares shall, during
the period of mandate of their owner, obligatorily remain nominal, and
they shall be stamped to the effect that they are inalienable and shall
be deposited in the Company's cash-box.

These shares shall be returned to their owners on the termination of
their period of mandate and after they obtain a discharge of liability from
the General Assembly.

Until the Company's shares are distributed, the Shares of Beirut Port,
Quays, and Warehouses Company shall take their place.

Article 18

The Ordinary General Assembly of shareholders shall appoint the members
of the Board of Directors. If, during the period between two general
assemblies the number of active members has, due to death, resignation,
or other reasons, become less than five, the remaining members should call
the General Assembly (to convene) within two months at the most to fill the
vacant positions.

331~

DECLASSIFIED
AuthorityN t51
ByLENARA Date2<4



Pag S of

UNCLASS$IFIBD Encl. No. 2
(Ckssi/ication) Desp. No. 494

From 'Rai r t

Article 19

The Board shall anpoint a Chairman and a Deputy Chairman whom it shall
select from among its members.

The election of the Chairman and the Deputy Chairman shall be effected
every year after the Ordinary General Asseibly which looks into the budget
and the accounts of the previous year (adjourns). They may always be re-elected.

During the absence of the Chairman, the Deouty Chairman shall act in
his place; and when both are absent, the Board shall aooint the member who
will perform the duties of the Chairman.

The Chairman of the Board of Directors shall assume the duties of the
Company's General Manager; and if a general manager is attached to him, this
general manager shall perform his duties for ths account and on the personal
res nonsibility of the Chairman.

Article 20

The ]oard of Directors shall meet pursuant to the invitation of the
Chairman, or the invitation of the. Deputy Chairman in case the Chairman
is not available, whenever the interest of the Company calls for such a
meeting. In case the Chairman and Deputy Chairman are not available, the
invitation may be issued pursuant to the request of at least three members.

During the absence of the Chairman and the Deputy Chairman, the meeting
shall be presided over by a member to be appointed by his colleagues.

The members who cannot attend may be represented in each meeting by
one of their colleagues, but no member shall have the right to represent
more than one member. Attorneyship may be granted by an ordinary simple
letter.

The presence, or representation of at least half the active members is
necessary for the validity of the Board's decisions. The decisions shall
be adopted by the majority of the votes of attending and represented members;
and in case of a tie, the vote of the Chairman shall be preponderant.

Article 21

The decisions of the Board shall be recorded in minutes to be registered
in a special register. These minutes shall be signed by.the Chairman and one
of the members who attended the meeting.

The copies or summaries of these minutes prepared for presentation to
the judiciary or others shall be signed by the Chairman or whoever acts in
his place.
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Evidence to third parties on the number of the active members of the
Board of Directors and their appointment, the capacity of the active
Chairman of the Board, and the powers of attorney of the members who
represent their colleagues shall result from the text of the minutes of

eadh meeting, from the summary made of these minutes, from the names of

the members of the Board of Directors who are present, represented, or absent,

and from the capacities appearing in the said minutes.

Article 22

The%-Board of Directors shall have the widest authorities to act in the

name of the Company and perform or authorize the performance of all operations.

of administration and disposal with the exception of what is clearly reserved,

under the law or under these Articles of Association, for the General Assembly.

The Board may delegate a part or all of its authorities and jurisdictions

including the right of sub-delegation.

Article 23

The Chairman of the Board of Directors shall assume the duties of the

Company's General Manaaer and the Board shall grant him the necessary

authorities. If the Chairman appoints a general manager, this latter shall

perform his duties for the account and on the personal responsibilitSof
the Chairman.

When the Chairman is in a position where he cannot temporarily perform

his duties, the Board may delegate all or part of these duties to one of its

members; but this delegation should always be for a limited period.

Article 24

The Comnany is obligated by the actions its representatives perform

within their jurisdiction; and for all that is beyond that, it shall be

necessary, in order to obligate the Company, to obtain the authorization

or approval of the General Assembly of shareholders.

Article 25

There shall be imposed on the members of the Board of Directors the

obligations defined under Articles 158, 159, and 160 of the Commercial Code.
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Title Five

Control Commissioners

Article 26

The Ordinary General Assembly shall appoint a control commissioner and
fix his remunerations. It shall not he permissible that he continues in
his job except for one year, but he may be re-elected.

His rights and obligations are those defined under the Commercial Code.

The same Assemblies may apoint an acting commissioner who would not

act except when the principal commissioner is obstructed from acting.

Article 27

The President of the Court of the Headquarters shall, pursuant to
Articlol7) of the Commercial Code, appoint an additional control commissioner
who shall join the commissioner appointed by the Company and shall have the
same authorities and receive the same remunerations.

Title Six

General Assemblies

Article 28

The Ordinary General Assemblies shall convene annually after the end
of the fiscal year in order to hear the report which the Board of Directors
should submit on the status of the Company and the report of the control
commissioner. They shall discuss and approve, reject, or correct the accounts;
determine the profits which should be distributed as dividends or otherwise;
appoint the members of the Board of Directors and the control commissioners;
determine the fixed remunerations of the Board of Directors and the control
commissioners; and finally discuss and irrevocably decide all that concerns
the Company's interests, and grant the Board of Directors all the additional
authorities they may deem suitable.

The Extraordinary General Assemblies shall in particular discuss the
amendments which may he necessary to make on the Company's Articles of
Association, provided that the provisions of Article 201 of the Commercial
Code is adhered to.

Article 29

The right of convoking the Ordinary and Extraordinary Assemblies shall,
in principle, belong to the Board of Diirectors.
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The control commissioners shall, in accordance with Article 176 of the
Commercial Code, exercise the right of convoking the Assemblies.*

Article 30

The convocations to General Assemblies shall. be effected by notices to
be published in two newspapers of the Headquarters at least sixteen days
prior to the date of the meeting.

The day, hour, and place of the meeting as well as the agenda shall
be stated in the invitation.

The Assembly shall not discuss except the atters stated in the agenda
with the exception of the unexpected urgent matters that crop up during the
meeting.

Article 31

The shareholders who cannot attend an Assembly may be represented in it
by agents who themselves are shareholders, with the exception of the legal
representatives of unqualified shareholders.

Article 32

The owners of nominal shares who owned these shares at least five days
prior to the holding of the Assembly may attend this Assembly without any
need for any prior formalities.

In order that they may have the right to attend the General Assembly,
the owners of bearer's shares should deposit their shares five days prior
to the date of the meeting in the Company's Headquarters, in one of the
accepted banks, or in one of the other institutions specified by the Board
in the notice of convocation.

Each depositor shall, upon his request, be granted an entry ticket.

The owners of nominal shares and the depositors of bearer's shares in
accordance with the above-mentioned conditions may give a cower of attorney
for their- representation in the General Assembly.

No one may represent a shareholder unless he himself is a sharehold

* Translator's Note: A third paragraph to this Article appears in the French
text as follows (but not in the Arabic text):

"The Board should lastly convoke the General Assembly within a period
of 16 days from the date the request is made by the shareholders representingat least one-fifth of the capital."
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However, joint liability companies and simple comandites or commandites
limited by shares shall have the right to be properly represented 1y one of
their permanent managerss or those permanently authorized to sign for them;
the joint stock comoanies, by one of the permanent members of Eheir boards
of directors; the married women, b. their husbands if toy are given powers
of attorney to manage their property; and the minors and interdicted persons,
by their guardians and custodians. All this can be done without there being
a need for the manager, the member of the board of directors, the person
authorized to sign, the husband, the guardian, or the custodian to be hi-mself
a shareholder in the Company.

The General Assemblies would be properly formed and their discussions
legal if they are convoked pursuant to the law in effect the time the Assembly
is convoked and in accordance with Article 26 of the Articl-s of Association,
and if the conditions of the quorum specified under the law are fulfilled.

The conditions of -the majority determined under the law should be met
in order that the decisions of the General Assemblies may be legal.

Article 33

Decisions shall be adopted by the absolute majority of the attending or
represented shareholders under all the circumstances in respect of which no
provision to the contrary appears.

Article 34

The agenda shall be determined by the Board of Directors or by the
control commissioners in case the invitation is addressed by them. There
shall not be included in the agenda except the matters that are submitted
by the Board of. Directors or the control commissioners and those matters
that are within the jurisdiction of the General Assembly and the inclusion
of which is requested by a number of shareholders representing at least one-
fifth of the capital in accordance with an application to be submitted to the
Board at least fifteen days prior to (the date of) the meeting. It shall not
be permissible to place for discussion matters other than those included in
the agenda.

Article 35

The General Assembly shall be presided over by the Chairman of the
Board of Directors and in case of his absence, it shall be presided -by
the Deputy Chairman; and in case of the absence of this latter, it shall
be presided by a member whom the Board of Directors delegates for this
purpose.
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The gathering of votes shall be done by two accepted shareholders who
represent by themselves and by attorneyship the biggest number of shares.
The office formed in this manner shall appoint a.secr'etary who may be
selected from outside the Assembly.

Article 36

There shall be prepared an attendance sheet wherein there shall be men-
tioned the names of attending and represented members, the number of shares
owned b=? each of them, and the number of votes relative to these shares.

This sheet shall he placed at the Company's Headquarters and it may be
reviewed by any applicant who proves that he is a shareholder.

Article 37

The decisions of the General Assemblies shall be put in the form of
miinutes to be copied on a special register. members of the Office shall sign
these minutes.

The .copies of summaries of these minutes prepared for presentation to
the judiciary or others shall be signed by the Chairman of the Board and a
member of the Board; and during liquidation, by one of the liquidators.

Article 38

Each shareholder, whatever be the kind of shares he owns, shall have the
right to participate in voting; and each shareholder shall have a number of
votes equivalent to the number of shares he owns or represents without limitation.

Article 39

If one shareholder requests secret balloting, this balloting shall be-
come compulsory in all matters of personal nature., such as the dismissal of the
members of the Board of Directors or the placing of responsibility on them.

Article 40

The quorum and majority conditions necessary for each Assembly are the
same conditions provided for under Articles 193, 194, 195, 198, 199, 202, 203,
and 204 df the Commercial Code.

The decisions adopted according to prodecures, wherein the quorum and
majority conditions relative to each Assembly are fulfilled, and wherein no
fraud or abuse of authority takes place, shall be binding on all the share-
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holders including the absentees and dissidents.

Title Seven

Accounts and Budgets

Article 41

The Company's fiscal year shall begin on the
31 December of each year.
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first of January and end on

Article 42

The Board of Directors should, at the end of the first half of each
year, prepare a brief statement of the assets and liabilities of the Comoany;
and at the end of the year, it shall prepare the inventory list, the budget,
and the profit and loss account.

The budget shall be prepared in accordance with Articles 162 and 163 of
the Commercial Code.

Article 43

The inventory list, the budget, and the profit and loss account should
be out under the disposal of the control commissioners at least fifty days
prior to the convention of the annual General Assembly.

The control commissioners shall submit to the Assembly a report on the
status of the Company and on the accounts and proposals relative to the
results of the previous year. This report should be submitted to the Company
at least 16 days prior to' the convention of the annual General Assembly.

Article 44

Each shareholder may, within the fifteen days preceding the date of
the convention of the annual General Assembly, review at the Company' s Headquar-
ters the inventory list, the budget, the profit and loss account, the list of
shareholders, and the report of the control commissioners.

The members of the Board of Directons should complete the list of
shareholders as the depositing of the bearer's shares proceeds.

The shareholders may,, at their expense, take or request copies of all
the aforesaid documents with the exception of the inventory list.
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Article 45

The difference between the various receipts and revenues of theCompanr and the exploitation costs, general expenses, amortizations,
provisions, and charges shall constitute the net prof it.

There shall be deducted from this profit:

1- Ten percent in order to form the reserve provided for under the law.
This deduction shall cecce to be couoolsorv when the reserve amounts
to one-third the Company's capital. However, it shall again become
compulsory as soon as the reserve becomes anew loner than the legal
percentage.

2- The amount necessary to pay to the shareholders dividends equivalent
to four percent of the paid and unamortized capital, without the
shareholders having the right to claim these dividends from the
profits of the following years if. the profits of one of the years
do not permit their payment.

5- Ten percent of the balance remaining after the deduction of the amounts
shown in the two. previous paragraphs to be allocated to the Eoard of
Directors which will distribute it among its members as it deems suitable.
However, it shall not be oermissible to have the revenue of securities
incorporated in this ten percent except pursuant to a decision from the
General Assembly to the renewed every time.

4- In case there remains a balance after deducting the amounts shown under
paragraph three above, this balance shall be distributed among the
shareholders as additional dividends.

The General Assembly may decide the manner it deems suitable for the
use of the profits carried forward to the following years or registered in
the reserve accounts.

Article 46

The amounts relative to the shares shall be paid on the dates and inthe places which the Board of Directors will determine.

The profits or reserves set for distribution shall be subject to theprovisions of the statutory time limit after five years from the date they
fall due.

Article 47

Every year and within two months from the approval of the accounts
by the General Assembly, the Board of Directors shall publish in the
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Official Cazette the budget of the closed year together Twith the list ofthe members of the foarrd of Directors and the control commissioners.

Title Eight

Dissolution and Liquidation

Article 48

In case half the Comoany's capital is lost, the Board of Directors
shall call for an Ei.traordinarv General Assembly in order to decide, if
necessary, the advanced dissolution of the Company, the reduction of the
capital, or any other suitable measure.

Any measure taken should be published.

Article 49

At the end of the normal term of the Company, the liquidators siall be
appointed by the Ordinary General Assembly. In the case of advanced disso-
lution, the Extraordinary General Assembly shall be required to appoint the
liquidators.

In case there is no decision from the General Assembly, the liquidators
shall be appointed by the court.

Article 50

The liquidators shall receive the accounts of the administration of
the members of the Board of Directors from the date the last budget was
approved by the General Assembly until the liquidation is opened.

If the liquidation lasts for more than one year, the liquidators should
prepare an annual budget and publish it. At the end of operations, they
shall prepare the final budget.

Article 51

The control commissioners shall prepare a report on the accounts
submitted by the liquidators; and the General Assembly shall, if it
aproves these accounts, acquit the liquidators. If it does not approve
them, the dispute shall be brought before the court.
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Article 52

The net product of the liquidation shall be taken first to oay the
nominal valueo- of the shares. The surplus shall be equally distril'uted
among the capital shares and the redeemaecd shares if found.

Title Nine

Disputes

Article 53

The disnutes that arise during the Coooany' s duration or during its
liquidation, whether they he between the shareholders thnselves or between
the shareholders and the Company or the members of the hoard of Directors
and the liquidators in respect or because of the affairs oh the Company,
are within the jurisdiction of the courts of the lace there the Headquarters
is located.

The parties who do- not reside in the place where the Headquarters is
located should choose a place of abode at the Headquarters in the first
instrument by which they start the legal proceedings. Otherwise, they
shall he legally notified at the office of the competent court in the
person of the head of the office.
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SUBJECT: INDUSTRY - The SCIALE Case. -

r- SUMMARY 90- -- - -f

The newly revealed semi-bankruptcy of the SCIALE aluminum extrusion
enterprise, recipient of US financial assistance, has stimulated a public
controversy, in which one side claims, the other denies, the existence of
a general economic crisis in Lebanon. The Embassy supports the latter
contention and looks upon the SCIALE case as illustrative of local
difficulties in industrialization and of locally prevailing business
ethics. The manner in which the claims of US creditors are satisfied.is being observed.

As part of its weekly economic review, the important Beirut daily
'Orienton July 31, 1961 published a brief assessment of the current

state of the Lebanese national economy (Enclosure 1) with special
attention to the present "difficulties" of an unnamed but outstanding
Lebanese industrial establishment. These "difficulties," which have now .
reached the stage of filing an application with the courts for a "concordat"
(temporary government-controlled receivership to satisfy qualified creditors).+
concern Selim NAJJAR, owner of the SCIALE aluminum extrusion plant and
recipient of assistance from EXIMBANK and (indirectly from) DLF. Najjar's
declaration of semi-bankruptcy is being used by certain local economic
analysts to support their thesis that the Lebanese national economy is
in a "state of crisis." The divergence between the views of those who
uphold this latter thesis, and the assessment of those who claim that
Lebanon has the best of all possible economies, is not without political
undertones. As a rule, Arab nationalists tend to identify themselvesggith
the unduly pessimistic; Lebanese nationalists, with the overly optim(Stic
evaluation.
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Special US interest in the SCIALE case arises by virtue of the fact that
the now semi-bankrupt Selim NAJJAR has received for the purposes of his
aluminum extrusion enterprise a $226,000 EXIMBANK loan and a $123,300 DLF-BCAIF
line of credit. Another important US creditor is the Chase Manhattan Bank in
Beirut, to which Najjar is reliably reported to be indebted for the amount of
LL 263,000 ($85,950).

The Embassy has been able to obtain in confidence an incomplete and
uncorrected list of the Najjar creditors (see Enclosure 2), indicating a
collective indebtedness of LL 7,385,197.25 ($2,413,460). Najjar's total
debts are reported to be in the magnitude of about LL 9 million (about $3
million), approximately three times the amount of his .assets. As far as
direct and indirect US creditors are concerned, the Embassy understands that
(a) 70% of the $226,000 EXIMBANK loan has been repaid; and (b) $123,300
have been drawn down of the authorized $190,000 BCAIF line of credit and that
BCAIF holds a first mortgage on the SCIALE plant. As regards the Chase Manhattan
loan of LL 263,000 ($85,950), the local Chase Manhattan vice president states
that he regards it as a matter of personal indebtedness on the part of Najjar,
independent of the SCIALE case, and that he intends to start legal action of
his own against the two guarantors of the loan, whom he identifies as members
of the prominent SURSOCK family.

According to the local Chase Manhattan maneger(the Chase Manhattan vice
president's second in command), Najjar's total indebtedness amounts to
LL 8,945,677 ($2,923,425). Of this total, LL 3,182,729 ($1,040,110) represents
SCIALE's corporate indebtedness; LL 2,762,948 ($902,925) is the amount of
Najjar's personal debts; and LL 3 million ($1 million) is owing to a Sheikh
Salem ALI for buildings other than the SCIALE plant. According to the same
source, Najjar proposes, under the terms of the "concordat," to make 100%
repayment of these outstanding obligations over a period of three years:
20% during the first year, 30% during the second year, and 50% during the third.

Another ramification of the SCIALE case is the longstanding feud between
Selim Najjar and Joseph HACHO, owner of the rival SIDEM aluminum extrusion
plant. DLF has disbursed to Hacho $229,752, representing the c.i.f. value of
an aluminum extrusion press which arrived from the US during the first week of
May and is now in storage at the Beirut Port Free Zone, due to the action of
the Council of State on April 19 in annulling Hacho's import license. The
license was annulled subsequent to a brief filed by Najjar, who claimed that
the Lebanese economy could not support two aluminum extrusion presses. Hacho
is currently reapplying for an import license, but states that he is worried
about the influence, through bribery, that Najjar may exert on the fate of
his application. Two BCAIF officials, well acquainted with the SCIALE case,
have expressed their suspicion that, perhaps, faced with financial difficulties
as a result of having overextended himself (Kaiser official Will SHARP estimates
that the extravagant SCIALE plant cost four times as much as a comparable
US plant), Najjar chose this time for his declaration of semi-bankruptcy in
order to emphasize his contention that Lebanon can hold only. one aluminum
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extrusion press, thus to provide additional justification for a rejection of 7
Hacho's pending second application for an import license. The latter is
convinced that Najjar's request for a "concordat" was not filed in good
faith, and told the reporting officer that the possibility of fraudulent
bankruptcy proceedings against Najjar should not be excluded at this time
from a consideration of the SCIALE case.

QMMElT: L'Orient, which is a newspaper read by the predominantly
Christian upper middle classes, is guilty of hyperbole in its description
of SCIALE as "one of the most beautiful, if not the most beautiful" industrial
establishments of Lebanon (unless the word"beautiful" is used in the esthetic
sense with reference to the SCIALE plant), but it is essentially correct in
its assertion that SCIALE's difficulties are not symptomatic of a general
state of economic crisis. The Embassy also shares L'Orient's opinion that,
although a state of economic crisis does not obtain in Lebanon, one should not
close one's pyes to the main existing Lebanese economic problem, which, accord-
ing to L'Orient, consists of "the redistribution of prosperity, on the one hand,
among the various strata of the population; and on the other, among the various
sectors of the country." In its most recent economic assessment (Embdesp 747,
April 4, 1961) the Embassy identified this problem by referring to a 'Rpost-
recovery expansion, the benefits of which, however arj7 unevenly distributed
among the population," and by stressing the local need for "a more even
distribution of economic benefits." In the same vein, the Embassy reported
in its last quarterly economic summary (Embdesp 41, July 19, 1961) "the
immediate necessity of evenly distributing among Lebanon's population,
socially as well as geographically, the benefits accruing from national
economic activity."

The Embassy looks upon the SCIALE case as a dramatic illustration of
the difficulties to be encountered in industrializing Lebanon as well as a
spontaneous commentary on the business ethics prevailing in this country.
Further significant developments in the case will be reported to the Department.

he Ambassador:

Evan M. Wilson
Counselor of Embassy

Enclosures:

No. 1: Text of L'Orient Article, July 31, 1961.
No. 2: Tentative List of NAJJAR Creditors.

DEPARTMENT, please pass to: AMMAN, BAGHDAD, CAIRO, DAMASCUS, JIDDA.
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LA REVUE ECONOMIQUE DE LA SMAINE

UN RAPPEL UTILE : LE PROBLEMS LIBANAIS EST DtABORD UN
PROBLEM DE REDISTRIBUTION DE LA PROSPERITE

Ce nest pas parce qu'une entreprise industrielle, aussi importante
qutelle soit, se tiouve actuellement en difficult qu'il nous faiat remuer
ciel et terre, et proclamer lteconomie nationale, dans son ensemble, en 4tat
de crise.

Bien au contraire, la semaine qui vient de s'Ecouler a 6t6, en ce qui
concerne lea marches libanais, relativement normale. Certains observateurs
ont meme 4t4 jusqu'& dire que les bouleversements economiques survenus dans
les deux provinces de la R.A.U. ntont fait qutaccentuer le caractere de stabili-
t6 de la Place de Beyrouth, qui devient de plus en plus un veritable refuge de
capitaux strangers.

On en arrive a penser qu'une veritable campagne de demoralisation est
actuellement orchestree dans des buts politiques qui n'4chapent -1 personne.

Quant a l'entrprise industrielle - une des plus belles, vinon la plus belle
du Liban - qui vient de demander un concordat, ses difficulties semblent provenir
dtune stupide (et meurtriere) lutte dtinterets privEs, du dssinteressement total
du gouvernement, et peut-etre d'une politique maladroite et rigide de certaines
banques. Quoi qutil en soit, deux faits demeurent certains :

La demande de concordat ddposse devant le tribunal de Baabda ne constitue
pas une catastrophe pour l'economie nationale.

La presse ntaurait jamais dO Stre saisie, d'une fagon ridicullement
dramatique, des difficultss intdrieures - par ailleurs courantes dans les affaires -
dtune entreprise privde.

Ce qui precede nous ambne a ouvrir une courte parenthese concernant les
mesures qui doivent Stre prises - sur le plan gouvernemental - en vue dtdclaircir
une atmosphere affectee autant, sinon plus, par une situation politique interna-
tionale (et surtout proche-orientale) ddprimante, que par le ralentissement de
l'activit4 6conomique dans le pays.

A notre sens, pour renverser la vapeur au Liban, le gouvernement devrait :

engager, sans plus tarder et sur une grande 4chelle, des travaux
d'dquipement routier, hydro-6lectrique, hospitalier et scolaire dans les
regions sous-developpdes de la Bekaa(Hermel), du Liban-Nord et du Liban-Sud;

dsmontrer de fagon effective l'interet qu'il porte aux problbmes sociaux
en mettant un terme aux 4tudes.fastidieuses auxquelles est soumis le projet
de sdcurit6 sociale, prat depuis plus dtun an, et en s'efforgant de mettre en
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1
application ce projet dans lesplus brefs ddlais possibles.

Cela a 4t4 dit en repet4 & satidt4 : le probleme libanais est, avant tout,
un problAme de redistribution de la prosperity, d'une part entre les diverses
couches de la population, et d'autre part entre les diverses circonscriptions
du pays. Un problem, au moins, dont la solution est entre les mains des Libanais,
uniquement.

(J.C.) (Joseph Chami)
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ENCLOSURE No. 2

Librairie Al-Abiad
Air Liquide
Librairie Bosnoyan Nercess et Fils, Maarad
Bardawil & Co.
Beylerian
Clar
Emile Chaoul
Nader Bros
Station Elias El-Kareh
Araman Negib
M.O. Alie
Ste. Des hgrais du Liban
Hassib Dargham
Sodigaz
An-Nahar
Fbraj Allah Ehoury
Accra et Haldm
Farrell U.S.A.
Reidel
Selim Eid
Mulhem Nassif
Jean Asmar c/o Negib Jabbour, Zeitouni
Ynok Essauyan & Son, Maarad
Saleh et Abdel Latif Barbir, Saida
Tutungi
Wadih Tadros, Chiah
Nagib Jabbour, Zeitouni
Bank of Beirut & the Arab Countries (Jabbour)
Gebran Khalil, Intra Bank
Darwich Haddad
Banque Homsi
Emile Aziz Issa el-Khoury
Dhnirallah Risk
Anis et Tanios Rebeiz
Cheilkh Abdel Aziz Souleiman
Emile Chaoul
Saad & Trad
Georges & Beohir Dargham
Obeg
Banque Pharaon
Kabbabe (pas le banquier)
ni o

Chafio amar Bachi
Banque Nayem
Banque Lati
Jean Yared
Beirut Riyad Bank

Encl. No.

Desp. No
From

LL 80.00
63,925.00
132,080.00

6,057.00
56,665.00
7,875.00
3,850.00

150.00
206,530.00
34,550.00

500.00
1,000.00
6,300.00
225.00

10,000.00
11,038.00

80.00
24,416.00

259.00
10,000.00
10,000.00
15,000.00
3,795.00

100,000.00
75,000.00
55,174.00
25,000.00
50,000.00
45,000.00

145,440.60
140,000.00
10,000.00
25,000.00
40,000.00
100,000.00

2,857.65
8,750.00

105,000.00
40,000.00
25,000:00

102,000:00
12,000.00

300,000.00
25,000.00
25,000.00
49,774.00
50,000.00
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Chase Manhattan Bank
Banque Misr Liban
Banque Majdalarii
Banque Fonciere Libanaise
Trub U.S.A.
Banque Emil Trad
Other Creditors
Garabed Egavian
Garabed Byaminian
Saleh & Abdel Latif Barbir
Antoine Baz
Negib Jabbour
Darwich Haddad
Dominion Seals (Nederlandsche)
Mabmassani & Sinno
Chehab Bros, Saiti
Tatossian
F.A. Kettaneh
Abmad Knio & Fils
Michel Naj jar & Fils
Intra Bank
Other Creditors
B.C.A.I.F*-

LL 343,545.00
149,000.00

90,000.00
150,000.00
46,500.00

208,312.00
100,000.00
18,525.00

8,747.00
10,900.00
15,746.00
14,150.00
2,280.00

187,000.00
45,962.00
16,355.00
19,377.00
6,956,00

68,820.00
3,793.00

2,671,152.00
52,966.00

994,230.00

J11

Jf

LL 7,385,197.25

1 LL 263,000 according to Manager, Chase-Manhattan

.f Of which $123,300 (LL 375,000) DLF money.
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Business Failures - Effect on Credit Facilities and' General Econnr Lebanon.

BEGIN OFFICIAL USE ONLY

00
Three recent, widely publicized Lebanese business failures, which- (y

may result in causing a combined loss of about $5 million to creditors, (
have prompted the authorities to adopt more discerning criteria in >
identifying fraudulent bankruptcies. Larger banks are dissatisfied with.
credit risk regulations nov in. effect, which permit irresponsible or 0
unscrupulous businessmen to conceal indebtedness when applying for new
loans. In spite of an alarmist press campaign, the three business
failures are not symptomatic. of a state of economic crists in
Lebanon and credit facilities have not been adversely affected. (O'

Following stoppage of psrment by three large Lebanese business concerns,Q)
namely, Banque SKAFF, the industrial company SCIALE, and the conzercial firm --
Alfred GEDEC, the Lebanese Banks' Association on August 10, 1961 requested
the Ministerof Justice,through the Ministry of Finance, to instruct the
Public Prosecutor to be scrupulously careful in identifying business
failures brought about- by misfortune as distinct from those caused by willful
irresponsibility, mismanagement or dishonesty on the part of the principals.
Business failures falling in this latter category are considered in Lebanon,
as elsewhere, as constituting a punishable offense. Consequently, amg
instruction to this effect has recently been issued by the Minister W
Justice to the Public Prosecutor's Office.

In spite-of the much-publicised tightness of money prevailing CathM
Beirut market, banks..have so far been able to meet demands adequat .
has been noticed, however, that a number .of merchants are probab eg%g
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LIK1T!D OFFICIAL USE End. No. -
Desp. No 126
From Beirut

insolvency in the hope that they may thus come to arrangements with their
creditors, on the basis of which the latter would receive only a part of their
claims, payable without interest by installments spread over several years.

This is not, of course, the case with all those who have stopped payment,
and the Banks' Association seems to be confident that, if the Public Prosecutor
succeeds in detecting the swindlers, confidence will be restored and the present
confusion will be overcome.

It is quite true that, for some time past, the Beirut market has been
gradually losing some of its vital impulse, but most competent and unbiased
observers are of the opinion that current political and economic problems of the
Arab world are to a large extent responsible for this state of suspended business
animation. They add that a small country like Lebanon, the population of which
barely exceeds one and one-half million; which is still importing every month sow
1,000 motor vehicles, 1,000 television sets and 600 radio receiving sets; and where
the building industry is in full swing, cannot be desperately fighting against
poverty r be on the verge of ruin, as certain pessimistic commentators claim it is.

According to the Secretary General of the Lebanese Merchants' Association, the
recent failures of the three above-mentioned firms are due to the mismanagement and
irresponsibility of their owners rather than to the dullness of the market.

Larger banks, however, find fault with the present regulations of the so-called
"Risks Book", established by the Ministry of Finance and entrusted to the management
of the BLNQUE DE SYRIE ET DU LIBAN (BSL), a French concessionary banking
institution having the exclusive privilege of issuing Lebanese notes. As a
matter of fact, since banks are not placed under obligation to subscribe to this
risks organisation', only a limited number of Lebanese banks come within its
scope. Moreover, bills of less than LL 50,000 ($16,400) are not entered in the
Risks Book, so that a businessman may sign doesns of bills of less than LL 50,000
each, without any addition to his credit risk.

Although the statements of affairs of the three firms which have stopped
payment have not as yet been submitted at the Tribunal of Commerce, a thorough
Ebassy checking of the Beirut market has disclosed that, apart from an unpleasant
surprise, these failures. have not to any extent affected the credit facilities or
the general economic situation of the country.

It may be advisable to review the facts of the three above-mentioned failures
on the basis of personal investigation undertaken by Babassy officers.

A few months ago Banque SKAFF, of Zahleh, Lebanon, together with its
affiliated firm Skaff and Hajj-Chaine, stopped payment although its latest
balance sheet showed assets amounting to LL. 8 million (12,622,950) against
liabilities of LL-6 million ($2,151,147). As a matter of fact, the assets consist
mainly of land in the Bekaa district, almost all of it on the Syrian border, in
which so far nobody seems to have shown ar keen interest.
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According to various sources, the following Beirut banks are among the
largest creditors of Banque SKAFF:

Banque G. Trad (Credit Lyonnais) L 800,000 ($262,295)
Banque Sabbag LL 400,000 ($151,150)
Beirut-Ryad Bank LL 500,000 ($ 98,360)
Bank of America L 150,000 ($ 49,180)

The balance of SKAFF's liabilities goes to smaller banks and to savers from the
agricultural Bekaa district. The deficit is said to have resulted from
mismanagement, decline in prices of land in the Bekaa district, and especially
from inconsiderate spending to finance the election campaigns of the bank's owners.

More recently, the Societe de Comerce St d'Industrie de L'Aluminium et des
Entreprises (SCIALE), a Lebanese corporation with a registered capital of L 10
million ($5,278,700), found itself in difficulties and was unable to meet its
financial engagements. The debts are said to have been contracted partly by the
corporation itself, and partly on a personal basis by Selim NAJJAR, chairman of
its Board of Directors. (See the Embassy's despatch under reference). The unique
civil judge sitting in the SCIALE case has appointed a committee of three experts
to investigate, verify and report on the financial facts of this business failure
before he is to proceed to a juridical examination of the case. END OFFICIAL USE ONLY.

BEGIN LIMITED OFFICIAL USE

Alfred GEDECN, a Lebanese importer of sanitary equipment, whose assets are
estimated at L 1.2 million ($593 442), has also stopped pqment. His liabilities
are estimated at L 5.7 million ($41,215,143). He is reported to be owing moneg
to most of the Beirut banks, among which the Beirut branch of Chase Manhattan.
The Embassy has heard criticism of Chase Manhattan in Beirut banking circles for
its involvement in both the SCIALE and GEDEC21 cases. Mar of the bills discounted
for GEDEN's account, are said to be accommodation bills.

It is rumored that, in certain creditor banks of the three insolvent firms,
the persons in charge of discounting bills or granting overdraft accounts, were
bribed by the loan applicants. Employees of Banque SABBAG and Banque AL-AHLI
have been mentioned by name. END LIMITED OFFICIAL USE.

BEGIN OFFICIAL USE 1LY

GEE1's failure has been allegedly hastened by the political situation of
Kuwait, where GEE1 claims he possesses large stocks of goods.

Assuming, at the very warst, that only a small part of the assets declared
by the three companies will be found actual, the total loss for the three
failures can in no case exceed the sum of LL 15 million ($4,918,000). This

amount is relatively insignificant, due allowance-being made for the present
Lebanese money supply which is estimated at LL 1.6 billion ($524,590,500).
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The occurrence of these three failures -- after it has shaken the market -is thought to be rather a timely warning against the practices of certainmerchants and bankers addicted to dubious trading.

Organizations such as the Bankers' Association, the Merchants' Association
and the Chambers of Commerce, are now sparing no effort to rid the market ofunscrupulous speculators and to fight against an alarmist campaign which isprobably politically motivated, and which is being conducted by certain sections
of the press.

Evan M. Wilson
Charge d'Affaires a.i.

Department Please Pasag Amman, Baghdad, Damascus, Jidda, Cairo
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February 16,1962

Dear Congressman Dulski:

Your letter of February 5 enclosed a letter to you fromMrs. Joseph Gideon and from Mr. Gideon to his wife. While wewould like to be of assistance to Mrs. Gideon, it would appearthat there is little that the Department of State or the UnitedStates Embassy at Beirut can do in behalf of Mr. Gideon. As acitizen of Lebanon subject to the jurisdiction of Lebanesecourts, he is apparently pursuing the proper, and only, courseopen to him in the civil suit instituted against him by hisformer Kuaaiti business associate.

We have, however, sent copies of ydur leter and itsenclosures to our Embassy and requested it to render anyassistance that might be appropriate in the circumstances.
The originals of these letters are r-eturned herewith inaccordance with your request.o

If we can be of further assistance, please do not hesitateto let us knev.

Respectfully,

Frederick Dutton
Assistant Secretary

Enclosurest

As stated.

The Honorable
T. J. Duiski,

House of Representatives.

E:H om:nrs 2-.9.62
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My dear love,

I hope you have received by now my two letters of last
week in reply to yours of Dec. let received on the 18th.

I am replying today to your letter of Dec. 16th (I presume?)
and I do hope you and the children feel good now.

Dotsy. (sic) how to tell you that I feel very unhappy, lonely
and desperate."""ou told me you are having five'hours sleep a day.
I am having even less. I do spend most of the nights thinking
over the circumstances which have culminated with me being here
and you in the States. It is only a temporary separation and I
will join you all the soonest.

I told you previously that during an absence from Lebanon
my Sheikh claimed, before Court, that I was responsible for the
failure of our project and had therefore to pay some $150,000.....
fine. Because I didn't refute these allegations because we were
away, my Sheikh gained almost his case and when I arrived last
April to Beirut I was confronted with that dramatic situation.
I am fighting back since but the Lebanese Attorney's strike
going on for more than eight months now is paralysing the Justice
here. It is almost unbelievable and that is why I asked the
American Consul to tell you something about it. If he didn't,
he probably was unwilling to comment on Lebanese internal affairs.

I didn't give you as many details before because I didn't
want you to worry and because I am on the very edge of nervous
breakdown. Ple ase, Dotsy (sic) consider that you and the children
are my last hope and "sprini.T Consider that we are going through
an "exceptional" time and that I am feeling more than anybody else
the wehtofThese events. Write to me tenderly and just hope for
a near future my overcoming the present difficulties.

We are on the eve of Xmas and that makes me more than MAD.
Kiss the children for me and just tell Bobby that his daddy miss (sic)
him very much and will not spare any sacrifice for him and you too.

Yours forever,

/S/ (illegible)

COPY
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My dear love,

I hope you have received by now my two letters of last
week in reply to yours of Dec. 1st received on the 18th.

I am replying today to your letter of Dec. 16th (I presume?)
and I do hope you and the children feel good now.

Dotsyt (sic) how to tell you that I feel very unhappy, lonely
and desperate.*You told me you are having five'""urs sleep a day.
I am having even less. I do spend most of the nights thinking
over the circumstances which have culminated with me being here
and you in the States. It is only a temporary separation and I
will join you all the soonest.

I told you previously that during an absence from Lebanon
n9r Sheikh claimed, before Court, that I was responsible for the
failure of our project and had therefore to pay some $1O,OOO....
fine. Because I didn't refute these allegations because we were
away, my Sheikh gained almost his case and when I arrived last
April to Beirut I was confronted with that dramatic situation.
I am fighting back since but the Lebanese Attorney's strike
going on for more than eight months now is paralyzing the Justice
here. It is almost unbelievable and that is why I asked the
American Consul to tell you something about it. If he didn't,
he probably was unwilling to comment on Lebanese internal affairs.

I didn't give you as many details before because I didn't
want you to worry and because I am on the very edge of nervous
breakdown. Please, Dotsy (sic) consider that you and the children
are my last hope and "sprin" Consider that we are going through
an '"exceptional" time and that I am feeling more than anybody else
the lei g TThese events. Write to me tenderly and just hope for
a near future my overcoming the present difficulties.

We are on the eve of Xmas and that makes me more than NAD.
Kiss the children for me and just tell Bobby that his daddy miss (sic)
him very much and will not spare any sacrifice for him and you too.

Yours forever,

/S/ (illegible)
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URGENT
A CONGRESSIONAL - FOR IMMEDIATE ACTION

A reply or written acknowledgment must be
made within Three Working Days (See RP 152.4 or
H - Guide Lines).

If for any reason, a problem is anticipated,
drafting officer should immediately call H - Exten-
sions 4286, 4747 or 4748.
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Room 1719
NEW HOUSE OFFICE BUILDING

Congress of the Uniteb 'tates
oudet f epreentatibea

Ijs'Jington, 3. C.

February 5, 1962

Mr. Frederick G. Dutton
Assistant Secretary
Department of State
Washington 25, D. C.

Dear Mr. Dutton:

L'

HOME OFFICE:
U. S. COURTHous

BUFFALO, N. Y.

TELEPHONE: TL.3-4131

ACTION
is assigned to

jcr 2 -~

Enclosed please find a letter I have received
from Mrs. Joseph Gidec, oncerning her husband's problem.

I will personally appreciate any assistance
that the Department will be able to render in this matter.

Please return the
it has served its purpose.

enclosed correspondence when

Sincerely yours,

T. J. DULSKI

/l

Enslosure

h

477657

DECLASSIFIED
Authority NNt>8%j
ByT NARA Date72

-DULSKI
.dTRICT, NEW YORK
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Beirut Private Bonded Stores for Electronic

--
By Administrative Decision No. 122 of May 24, 1962, the Lebanese

High Council of Customs has authorized the establishment in Beirut of

private bonded stores for electronic calculating machines.

Any importer of electronic calculating machines who obtains from

the High Council of Customs the privilege of establishing such a store,

shall pay an annual fee of LL 250 ($85). The store's operation shall

be governed by the provisions of Articles 197, 199, 200, 202-206,

inclusive, of the Lebanese Customs Code issued on June 30, 1954 (See

Official Gazette No. 27 of July 4, 1954).

For the Ambassador:

Leslie C. Tihany
First Secretary of Embassy

L Noted: JCWeisert

ECON: Ii kh: nm
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