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LUCASSOCK/Estimated Cost of Project Ligquidation and

MARKED FOR INDEXING

FY 60 Budgetary hequirements

NO INDEXING REQUIRED

ACTION REQUIRED

Ses paregraph 8 ) . i

INDEXING CAMN BE JUDGED
BY QUALIFIED HG. DESK ONLY

REFEREMNCELS:

A. BHLN-6307, 29 September 1359
B. FRAN-83%1, 15 Oatober 1959

I. Per the discussions held with COS on 23 September 1953, project bermination
cost caloulations and onr sstimste, hased thareon, of PY 60 budgetary regiiruments

cost sobedules are contzined in the sooceeding paragraphs.
A. Eatimsted project termination coxts:

1. Eoployes separation costa:

Approved:

Attschment: VEC
Inventory of CARDIMNALE assets
Distribution:
2 - P08 wintt.

2 -~ EE w/att.
Il ~ceées

are itemized below. DLEslevant commentis and explanations keyed to each itesm in the

a. Christmas bonuses D 2,484
b. Severance payments {excluding _
thPse for L-1, L-& and L-8) M 27,452

a. January-Saroh salaries of L.l

- L-4 and L-8) ' / DM 13,75
‘2. Principals’ termination setilements (eguivalsnt to uine months'

salardies:

b. L-4& 5,000

¢, L-B m 2,100
3. Other termination costs:

a. Office rental comtract M 13,280

b. Telsphone aystem sontraot M 15,000

¢, Miacellanecus dissantling costs DBt 2,706

d. Miscellansous ascoounts payable R 9,000
%, CARDINALE GmbH liquidation costs:

2. Liquidstor's fee 3,000

b. Miscallanecus liguidation expenses DM 3,600
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5. Safety sargin for miascellanecus
vosntiocipated ocoats: B _5,000 DM 136,422

B. Estimsted Inoome:

1. Froam sale of assets o 17,305
2. From accouwnts recelveble M 8,000 DM 25,305
C. Estisated net project teraination costs: L) 111‘117

D. Recapltulation of FY 60 costs (disbursementa):
Projeot funds already disbursed (including

November 1959 subsidy) M - -
Projected December operating sosts (fixed and . ]
variable)}, exolusive of Iten A.l.a. above L 1

Estimated net project termination costs D - 3

E. Total FY 60 budget required ' M i

or § I 1

SEerronf

II. In pevepyeph A. of the above schedule (estimated project termination costs):

A. Ttem l.a. ie the total of normal Christmas bonus payments for all CARDINALE
employees,

B, JItem l.b. includes severance pay to four smployess wiose tenure and status
require payment of salary uatil 31 Mareh 1960 (IM 10,452); one or two months' gra-
tuitous salary payments to the resaining perscunel, depanding on thsair relative
enployment status (oa. DM 13,000, exact amount to be deterwined); and employer's
taxes on the above and Ites l.a. paywments (ca. DM 4,000, exact amount te be deter-
wined) .

C. Item 1.c, consists of salary payments for L-1 (DM 2,675 moathly), L-4

(D8t 1,000 momthiy) and L-8 (IM 900 monthly) for the thres-month peviod Jemuary-Narch
1960. In affsot, this extends the KUBANK exployment of these thres principals -
through the first quarter of 1960. During this period the serviceas of all three
will be required to handle the rather complex tasks involved In closing down LCCASSOCH
and CARDINALE operations. IL-1 will be needed primarily to haxile the disposal of
assete and records, to setile the cvert affairs of CARDINALE (including the ocommer-
cial magazine) and to advise gemerally on LCCASSOCK comections in the process of
dissolution. L-4's asrvices will be needed to settle acoounta with distributors,
to terminate lialison and backstopping connsoiions with the Eundeapost and to deal
with employee matters (including employee claimm sgainat CARDIMNALE if they should
arise). 1-B will be actively empleyed for at least the first three months of 1960
to handle post-liquidatlon correspobdenice, pay bills and generally act as a liqui-
dation clearing offiae.

D. Item 2 termination setilements for L-1, I-# and L-8 represent nine-month
severance pay ln each case. It is possible that L.8 will continmue to "work off”
part of her termination settisment after her ssployment enis on 31 March 1959 by
asaisting the ligquidater in his corregondence and megotiatlons with belated creditors
and by oontlinuing to sat as a centrel liguidation clearing point as needed. In the
sase of L-4, the smount proposed iz not out of line in view of the agent’s almost
ten-year XUDARK ssrvice. The amourt proposed for L-l1 is proportiomate ito his present
salary status {relative to L-3 and L-4) and sppears commsnsurate with his nine-year
utilization by KDBAHK.
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‘. . Item 3.a. amount represénts the unpaild balsnce on the office rental con- |

i tmoE. This contrast is binding until 30 April 1961, that is, for zixteen months

| following the termination of opersticns on 31 Decesber 1959 {monthly rental of |

| ¥ 830 x 16 = It 13,280). It is quite possible that this amount can and will be i

reduced by finding another tenant to take over the contract or by an arrangemsnt

! vhereby CARDINALE sublets the offices for a reducsd rent for the duration of the

‘f contract. The latter alternative 15 the more llikely prospect, but it is still too

! early to estimate the extent by whlch ihe total emount might be reduced in this

| way. We bave accordingly included the Full smount of the sontract, subject to a

| possible future reduction.

F. Ites 2.b, is an amcunt represeating the estimsied coxt of ligquidating the
CARDINALE phope systes coptract via s negotiated setilement with the Bundespost. :
This standerd ten-year contraet is legally binding uatil 23 Pebruary 1965 (DM 346.93 |
x 62 months - DM £1,505,.66). In preliminary comversations with the Bundeapoat, !
however, L-% has determined that sonaiderably less than ths Iull smount will be
sufficiant to abaolve CARDIMALE of its contrmctual limbility ip this case, At this
writing we don't know what this compromise setilement will be, but our best guess
15 that 1t will be in the range of IM 10-15,000. The upper figure in this estimated
range has bean used for the purposes of this calceculation.

G. Item 3.c. dismentling costs include amounts required to cover tax consul-
tants' fees, removation cests and contracts for postal, gag, water and burglar alamm
fagilities.

H, Item 3.d. is a very rough estimate of the mmount needed to settlie ereditor
claims on CARDINALE. (See parsgraph ¥ below. ) |

I. Item 4.a, is sn amount provisicoally set aside as a fee for the lawyer |
designated to act ms CARDINALE ligquidator and KUBARK ownersilp trusise during the

year ( . following the initlistion of legsl ligquidation. (During this year |
the CARD logal ahell will remain alive, and its net wowrth cannot be liquidated.) !
In receni dissussions with < 2 we have senciuded that, all things can-~ !
sidered, J wauld be the best caniidste for thias Job. LECCASSOCK-7, the ‘,

other possible candidate., iz regarded as not sufficiently reliabile and a bit too l‘
sxpensive for this purpose (we would have to sxtend the trusteasklp contract with
him for another ysar)., With ) we would have somsone wha could be counted |
on to represent KUBARK intarests exclusively snd unhesitstingly., Morsover; his "
"outside” status would minimize the posaibility of perscmal sntanglement with project
principals waxd termination problems, amd his extra-project relationahip to ;
mﬁdmiﬁudMeMthcm&mt&mqumw. in order to |
avold uwnnecesaxry publicity for O 7 &8s liquidater (the name of the liguidstor ‘;
i1z sonounced thres times in the public press), it is proposed that L.l act as initial i
liquidator, registering bimself as such in the official Handelsregister and taking !
emofmmmh,mmmwtmonrmmmwg ) Thig )
switoh would involve ihs registration of ¢ .3 nawe in the Handelsregimter (as suc- ?
cessor to L-1) but would bs otherwise unpublicized. ¢ ) estimmtes that ( > '
fee as liquidator (and as KUBARK ownership trustee) for the full liguidation year !
would not excesd IM 3,000, !

J. Item 3.b, is an srbitrary amount, calculated at the rate of DM 300.monthly .
Tor twelve monthg, to cover incidental liguidation expenses which may arise, suoh 5
as the cost of salntalning a P.0. account and addreas for CARDINALE during the |
liquidation year.

K. Item 5, the last itew in the termination cost sahedule (Section A4), is an

ancust we have included to cover presently unforeseeshle sxpenses which mey arise !
during the liquidation process. ' T

I1I. 1In Seotion B of the above achedule (estimatad inoowme) we have inoluded conserva-

tive mimortmtypuofinmwhiahmhmmmmomum-
tion costs. These are:

T T
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A. Item 1., incowe from the sale of CARDINALE office fwmiture, printing :‘
equipment and two cars. Under separate cover attachment iz x coat invemiory of !
these sssets, based cn current market conditions. Thelr total assessed value is
estimaied at IN 28,842. Por present purposes, partisularly in view of the need to
find buyers without undue delay, we have arbitrarily discounted this sssessed
valus by 40 per cent. The resulting "estimated sale” value, DR 17,305 has been |
used in the sbove caloulatlon. :

B. Item 2, prooeeds froms accounts receivable. This ia a rough estimate of the |
amount which is sxpected to acorus from CARDINALE debtors (largely sale ocutiets ;
for the commercial megaxine). See parsgmaph IV below. '

IV. With reapect to Seotion A, Item 3.d. and Seotion B, Iten @ {accounts recsiveble 1
and paysbls}, it will be noted that these items tend to balance cne another out, |
that is, before CARDIMALE goes into legal liguldstion it iz sxpecied that inocome -‘
from outstanding debts will largely cancel out paymsnisz to ocutstanding areditors, 3
After legal liguldation iz iniilated—this is tentatively planned te take plasce
some time in Jamuary 1960—ths net worth of the business, that iz, the realizable
valus of asseis less liakilities, will be "frozen” as far as KUBARK is conzerned. 1.
During the ensuing liguidation year, the liguidator of the firm 1s emwpowsred to i
use the resaining assets to pay creditor olaims as they arise, but the Tinal net
worth of the business cannot legally revert to KUBARK until after the axpiration ‘
of the liguidation year. As noted above, it 1a planned to reduce hoth scasunts %
receivahle and socounts payable to sn absolute minisum before legal ligquidatien !
"sets 1n." In this way, KUBARK will realize a zaxiaum reimbursement from the !
projest to reduce FY €0 budget Deeds and a minimus wocunt will remain as unresover- |
able until PY Q1. '

V. You will note that, as a gemeral rule, we have maximized costs and sminimized |
ingsome in the paregrsph I calaulation. In other words, we expect that net project 5
termination costs will not exceed DN 111,117 but may well be less than this amemmit. J
Based on this maximux cost estimats, and insluding subsidy funda alreedy disbursed !
and projecisd to cover December operating ¢osts, the FY 60 budget required for the ‘-
project is estimated at DN O Jeor Foo 1,

VvI. Az an atld in Fitting the above caloulaticns and comments into & chromological
framework, the fallowing terwmination time schaduls has besn yprepared, bamed on BOB
discussions with LOCASSOCK prinaipals and with - -1 owver the past menth, i
This schedule is substantively tentative snd incomplete, but it does provide a rough !
working chronology of the termination process in the coming months, i

November: Instruct L-7 to transfer his trusteeship of KUBARK's equity in i
' CAEDYMALE to C-6. HNotarized cantract to be effective before ;‘
1C Desember,

Dacesmbar: Set date for initiation of legal liguidatien, preferably scuetioe
in Jenuary 1960. 1.l to be designmated as initia) liguidator. |

December-January: To the greetest posaible extent convert physical assets and
accounts recelivadlie to cash, to apply sgainst acoceunts paysble and |
ourrsnt liguidation expenses. ‘

January: L-l1 registers legel liquidation in Handelaregistier, naning himself :
liquidator, and sanounces liquidation three suscessive times in the !
public press. ‘

Janvary: L-1 and L-4 formally relinquish their CARDIMALE equities. Beimburse- | |
went to them (necesssry for tax purposes) to be deducted from thelir i
teraination settloseants. i

Jamusry-Pebruary:. L-1 transfers liquidation function to ©© .1 |

L— —
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January-February: ( /prepares the required CARDINALE finsncial report, as of

the date of initiation of legal liguidation.

February 1960 - January 1961:( / satisfiss any remaining CARDINALE oreditors.

Japuary 1961: )prepares the required CARDINALE financial report at the
end of the liquidation year and trensfers thea remaining realizable
net worth of the firm to KURBARK.

VII. The sbove calculations and time scheduls are based an the assumption that L-1
wiil not find alternative weans of hkeeping CARDIHAIE going afier Decsaber 1950 as

a legal snd coomercial entity, In actual faot, the chance that soms much Xeshs
will be found sasmnot yet be sxeluded. L~1 iz contimuing his efforts through various
comzperelal and Fadrep conmnections to find enough busipess to keep the firwm together.
if only on a much reduced moale. We eoxpeot that the picture on this will be slear
by the end of Rovember at the latest. If no conorete alternative to dizsclution

15 submitted by L-1 by that time, the above planning will be implemented. If, on
the other hand, he comes up with a firm, substantive propossl which ensures that

he will be able to keep the business going without XUBARK furxis after 31 Decomber
195%, our presant termination cost planning will have to be completely revised.

In this event our liguldstion problems will be simplified and sosts rednoed.

VIII. I{ is regquested that Station, within the framework cof its overall adjustment
of the revised FY 60 budgets announced in FHAN 8341, taks necesaary action to

seoure adjusivent of the LOCASSOCK budget. Station concurrence in the tersminmtiion
payments proposed for L-l, L-A spd L-8 per paragreph II.D. above is also requested.
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