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U.S. Held Liable 
For ITT's Claim 
In Chile Seizure 
Panel Rules Agency Must 

Compensate for '71 Loss; 
Amount to Be Set Later 
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A WALL STREET JOURNAL News Roundup 
International Telephone & Telegraph 

Corp. won a key battle for compensation 
from the U.S. government for Chile's expro-
priation of an ITT-controlled telephone com-
pany, in 1971. 

A panel of arbitrators in Washington held 
that Overseas.  Private Investment Corp., a 
government agency that insures U.S. com-
panies' investments abroad, is liable for 
ITT's claims in the matter. However, the 
panel reserved a ruling on how much the 
agency must pay ITT pending further hear-
ings. 

The investment agency had rejected 
ITT's claims in April 1973 for $95 million, or 
about 60% of ITT's claimed investment of 
$153 million in the Chilean company. The 
rejection followed charges by ITT's critics 
that the big conglomerate plotted to influ-
ence Chilean elections. ITT then exercised 
its right to arbitration of the claims. 

In an unrelated development, the Justice 
Department, as expected, asked a federal 
judge to appoint a trustee to carry out ITT's 
divestiture of Levitt & Sons Inc., the home 
builders. The proposal, to which ITT 
agreed, would bring ITT into compliance 
with a 1971 antitrust-suit settlement that re-
quired the company to dispose of certain 
operations by last Sept. 24. 

ITT failed to meet the deadline for di-
vestiture of unprofitable Levitt and of Avis 
Inc., the auto renters, prompting the gov-
ernment to move to take them out of ITT's 
control. Last week, the Justice Department 
asked the court to appoint a trustee to offer 
to exchange ITT's 52% of Avis stock for 
publicly held ITT stock. ITT didn't agree to 
that plan and is expected to object to it at a 
court hearing Monday. 
Drain on Reserves Seen 

The decision in the arbitration was a 
major blow to the 'U.S. investment agency. 
Payment of the full $95 million sought by 
ITT would take nearly half of the agency's 
reserves available for insurance claims. In 
addition, the agency is about to enter arbi-
traticn over its denial of a $154 million 
claim by Anaconda Co. on another Chilean 
take-over, full payment of which could eas-
ily wipe out the remaining available re-
serves. 

Th9 agency said in a statement following 
the ITT decision that its reserves available 
for insurance-claim payments total $202.2 
million. 

Marshall Mays, president of the agency,  

said, "Following payment to ITT, (the 
agency) will take over ITT's rights in the 
Chile Telephone Co. to the extent of the 
claim paid, and will pursue a settlement di-
rectly with the Chilean government." He 
added that It is "possible" that ITT and 
Chile may reach a. settlement on the amount 
of compensation to be paid to ITT by Chile. 
An agency spokesman said the present Chil-
ean government has promised to pay, com-
pensation for nationalization moves of the 
former Allende government, and any pay-
ment to. ITT would reduce the agency's lia-
bility,. 

A total of 23 insurance claims against the 
agency resulted from nationalizations under 
the Allende government. Most have been 
settled, but the major claim from the expro-
priation of Anaconda's big copper facilities 
remains outstanding. 

The agency denied the claim on the 
ground that Anaconda allegedly failed to 
maintain full "current" insurance coverage 
and instead merely had "standby" cover-
age. An agency spokesman said the Ana-
conda arbitration case is expected to begin 
shortly. 

The spokesman said the ITT arbitration 
decision won't have a direct bearing on the 
Anaconda case. "The denials were based on 
different grounds, and each case must be 
decided on its merits," he said. 

When Chile Telephone Co. was seized in 
September 1971 by the government of the 
late President Salvador Allende, ITT owned 
70% of it and had agreed to sell that interest 
to Chile in 1980. ITT filed an insurance 
claim with the U.S. agency, to which the 
company says it had paid nearly $6 million 
in premiums. ITT subsidiaries still operate 
two hotels, two international-communica-
itons companies and a small telecommuni-
cations-manufacturing facility in Chile. In 
1971, the company set up a $70 million re-
serve to cover the amount by which its total 
investment in Chilean companies exceeded 
the insurance carried for them. 

When the U.S. Investment Agency denied 
ITT's claims, it asserted that the company 
had failed to diSclose material information 
to the agency, neglected to preserve admin-
istrative remedies and failed to protect the 
agency's interest as a potential successor to 
ITT's rights. 

However, the rejection came in the midst 
of public furor over ITT's alleged meddling 
in governmental affairs in the U.S. and 
abroad. The Senate was investigating ITT's 
attempts to prevent Mr. Allende, a Marxist, 
from winning the election that brought him 
to power in 1970 and later its attempts to 
apply economic pressure on the Allende 
government in an effort to protect U.S. in-
vestments. During hearings last year, some; 
Senators questioned the propriety of reim-
bursing ITT for its losses. 

President Allende's government was 
overthrown in September 1973, and he com-
mitted suicide. Control of the telephone 
company wasn't returned to ITT, however. 

ITT didn't have any comment yesterday 
on the plan to turn Levitt over to a trustee. 
ITT agreed to the divestiture plan in 1971 to 
settle three antitrust suits brought by the 
Justice Department and to assure itself of 
keeping Hartford Fire Insurance Co. Most 
of the divestiture program was completed 
last year, including the highly profitable 

e to the public of a 48% interest in Avis. 
fferings Lose Attraction 

However, the stock market slump elimi-
ated public offerings as a profitable means 
f divestiture, and the economic slump put 
evitt into the red and made Avis less desir-
ble to potential private buyers. ITT will re-

.eive the proceeds of any sale by trustees of 
evitt and Avis, but it won't be able to con-

rol the negotiations. 
ITT hoped to find a private buyer for 

vis up to the moment the Justice Depart-
ment proposed the share-exchange plan. 
Under that plan, any ITT shares exchanged 
for Avis stock would be turned over to ITT, 

ducing the number of ITT shares out- 
s ding. 

Another operation, Grinnell Fire Protec- 
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t on Systems Co., previously was turned 
er to a trustee for disposal when ITT 

f iled to meet the Sept. 24, 1973, deadline for 
i divestiture. 

The Justice Department's request for the 
pointment of a trustee was filed in 'Hart-

f, rd, Conn., with Federal Judge M. Joseph 
lumenfeld, who is overseeing compliance 
ith the antitrust consent .decrees. The gov-

ernment said it would nominate a candidate 
for trustee later. 

The trustee would be empowered to dis-
pose of Levitt through various means, 
among them distribution of stock to ITT 
holders, an exchange for ITT shares, a pri-
vate sale, or a public sale. 

The trustee would "restructure" Levitt 
an operating company under the plan, 

d ITT would be required to provide funds 
" o the extent necessary to maintain and 
protect the viability of Levitt as a. competi-
tive entity." If the trustee didn't dispose of 
Levtt within three years, the court could re-
quire the disposal of it immediately by any 
means, including an auction. 	. 

Separately, ITT said it's reducing its 
headquarter staff of 1,800 by about 100, in 
the process laying off 75 to' 80 middle-man-
agement executives. The other 20 to 25 jobs 
would be eliminated through resignations 

d retirements, a spokesman said. 
The spokesman said that because of the 

d' estitures under the 1971 antitrust-suit set-
t1 ment and a reduction of the company's 
o erseas operations, particularly in Latin 
A erica, ITT doesn't need as large a staff 
fo centralized management control. 
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