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A.

INTRODUCTION
The Idea of creating a European Bank for Reconstruction and
Development was first presented by President Mltterrand when
addressing the European Parliament on 25 October 1989 as President
In exerclce of the European Councl I.
The propos a I was dIscussed at the Informa I Par Is summIt he Id In
November 1989 and the European Counc II on 8 and 9 December In
Strasbourg endorsed the Idea, Indicating- that the Bank's purpose
would be to promote productive and competitive Investments In the
Central and Eastern European countrIes, to fac II I tate the
transIt Ion towards a market based economy and to accelerate the
reQuired structural adJustments. The Bank's main task would be to
develop the competItIve productIve sector. The European Counc 1 I
cal led for negotiations to open In January 1990.
The Intergovernmental constitutive conference, called and hosted by
the French government, held Its first meeting on 15 January 1990 In
Par-Is. _Both the Community as such, represented by the Commission,
and the EIB were Inv 1ted to attend the conference as future
shareho Iders of the Bank as agreed at the European Counc I I In
Strasbourg.
Subsequent meetings took place In February and March; the
negotiations have been finalised on 9 April 199o<1>. The Council
has been Informed by the Commission on the state of negotiations.

(1) except for the location of the bank's principal office.
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B.

DESCRIPTION OF THE NEW BANK
A full description of the new bank can be found In the Articles of
Agreement annexed to the proposal for a Council Decision enabling
the Community to conclude the agreement attached to this
communication.
According to Its first article "The purpose of the Bank shall be to
foster the transition towards open market -oriented economies and
to promote private and entrepreneurial Initiative In the Central
and Eastern European countries committed to and aps>lylng the
principles of multiparty democracy,
plural Ism and market
economics". This transition will require substantial capltai
Investment and this bank Is being established to help supply the
financed required. It Is also being establ lshed with a wide
shareholdlng associating both potential recipient countries and
non-Community countries In Its capital.
It shall be able to operate by making or guaranteeing loans to, and
by making or underwriting equity Investments In, private sector
enterprises for the most part, but also Infrastructures: and state
owned enterprises which are being prlvatlsed or operating In a
competitive market manner (Article 11).
Although the bank will not be able to use Its own funds for
offering concesslonal finance It will be able to accept and
administer special funds provided by shareholders and others.
The Bank's 10 billion ECU capital will be provided Initially by
forty-two shareholders, that Is forty countries together with the
European EconomIc CommunIty as such and the European Investment
Bank. The principal source of the capital, over seventy five
percent, will be Europe (51 % from the EEC, about 12 % from the
countries of Central and Eastern Europe, and about 12% from other
European countries). The remainder will be provided by nonEuropean countries, mainly the USA and Japan (Annex A).
Besides the funds provided by the 30% of the capital which wll I be
pa 1d In, the bank wI 1 1 a Iso be ab Ie to make 1oans or equ 1t y
Investments out of funds borrowed on the capital markets.

c. PAYMENT OF CAPITAL SUBSCUIBED
The European Economic Community's share of the Capital In Its own
right Is 3 %. Appropriate budgetary proposals wl II be made to take
account of the various obligations arising thereunder (see Articles
5 and 6) and In particular
payment In cash of at least half the paid-In capital over five
years;
payment of the remaInIng part of the paId-In capIta I In nonInterest-bearing, non-negotiable promissory notes
these
notes will be drawn down according to a timetable to be
estab II shed, though It should be noted that under Art 1c le 6
they can In theory be called at any time; and
obi lgatlons arising under the callable (I.e. unpaid) element of
capIta I.
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It shou Id be noted that the Commun 1ty' s max Imum II ab I II ty as a
shareholder of the bank Is limited under Article 5.7 to the unpaJd
portion of shares subscribed.
The European Investment Bank will be paying for Its share out of
Its own resources.
D.

MANAGEMENT
Each member of the bank will be represented by a Governor and an
Alternate who shall elect Directors (Articles 23 and 26). The
Commission wl II appoint the Governor on behalf of the Community.

E.

BANKING SOLVENCY RAT! 0 D I BECT I VE

The Commission will take the necessary steps to have the EBRD
classed as a multilateral development bank under the Solvency
Ratio Directive for Credit lnstltutlons1>. This will facilitate
the work of the EBRD In borrowing funds by reducing the costs- to
banks subject to the Directive of Investing In obligations Issued
by the Bank.
F.

COMMISSION PROPOSAL

It Is now necessary for the CommunIty to become a party to the
Agreement. The Commission therefore asks the Councl I to adopt the
Decision In annex on the conclusion of the Articles of Agreement
establ lshlng the European Bank for Reconstruction and Development.

1)

Councl

1

Decision 89/647/EEC of 18 December 1989

C 0 U.N C I L
0 F

DEC I S I 0 N •••

1 9 9 0

on the conclusion of the Articles of Agreement establishing
the European Bank for Reconstruction and Development

THE COUNCIL OF THE EUROPEAN COMMUNITIES

Having regard to the treaty instituting the European Economic Community and in particular Article 235 thereof~
Having regard to the proposal by the

Commission~

Having regard to the opinion of Parliament:
Whereas the people of Central and Eastern Europe have close
historical ties with the people of the Community~ and
whereas these ties are being strengthened by agreements for
cooperation and trade:
Whereas the countries of Central and Eastern Europe are
committed to the fundamental pr~nciples of multiparty democracy, the rule of law, and respect for human rights: and
whereas these countries are willing to implement reforms in
order to evolve towards market-oriented economies:
Whereas the economic reforms will contribute in a significant way to the vigorous development of economic relations
between those countries and the Community; and whereas ~his
will help promote throughout the Community a harmonious
development of economic activities;

- 2 Whereas the transition. to market-oriented
require considerable investment principally
sector but also in the public sector: Whereas
ment of a special bank could help supply the
sary for such investment:

economies wi~l
in the private
the establishfinance neces-

Whereas forty countries together with the European Economic
Cortirnuni ty and the European Investment Bank have signified
their intention of becoming members of a European Bank for
Reconstruction · and ·Development which is European in its
basic character and ·broadly internat·ional in its membership:
and have established Articles of Agreement to that end:
Whereas conclusion of the Articles of Agreement by the European Economic Community is necessary to achieve· the Conununity• s objectives in the field of economic external relations and that the Treaty has not provided other powers
therefore than those in Article 235:
HAS DECIDED AS FOLLOWS
Article 1
The Articles of Agreement establishing a European Bank for
Reconstruction and Development, hereinafter referred to
respectively as the 11 Articles of Agreement .. and the 11 EBRD 11
are hereby approved on behalf of the European Economic
Conununity. The text of the Articles of Agreement is annexed
to this Decision.
Article 2
The Governor and Alternate Governor of the EBRD representing
the Community under Article 23.1 of the Articles of
Agreement shall be appointed by the Commission.
Article 3
1. The Commission shall designate the institution to act as
depository under Article 34.1 of the Articles of Agreement.
2. The Commission. shall be the official entity with which
the EBRD may communicate as laid down in Article 34.2 of
the Articles of Agreement.
Done ...

FINANCIAL RECORD

1. Budget line concerned
Section III (Commission), Part B (Operating appropriations), Sub-section 7 (Co-operation with Developing and
Third Countries).
Article 610 for the paid-in part of subscribed ~apital;
Article 611 for the callable part of subscribed capital.
2. Reference (legal base)
To be created by the proposed decision,
Article 235 of the Treaty.

on the basis of

3. Classification of the Expenditure
Obligatory.
4. Description and justification for the action
The European Council of 8, 9 December in Strasbourg
approved the creation of a European Bank for Reconstruction and Deveiopment (EBRD). The Member States, the Community and the European Investment Bank will have a majority holding in the capital of the Bank. The Community's
shareholding in the EBRD will represent· 3% of the total
capital stock.
5. Nature of the expenditure and method of calculation
a) Nature of the expenditure
The paid-in part of the Community's share in the
capital stock will be paid to the bank in 5 equal
annual instalments starting in 1991 .
• The callable part shall be subject to call only as
and when required by the bank to meet its liabilities.
b) Method of calculation
. The original authorised capital stock of the Bank
shall be 10 billion ECU, of which the Community will
hold . 3% ( 300 million ECU). 30% of this amount ( 90
million ECU) will be paid-in in 5 equal annual
instalments of 18 million ECU from 1991 onwards .
. A token entry is proposed for the callable part of
the Community's capital (Art. 611), given that the
amount and timing of any call on this budget line
cannot be calculated in advance and furthermore it
is to be hoped that this budget entry will not be
called on.

. I.

2.

6. Effect of the action on operating

appropriationf~

:

Five annual instalments of 18 million ECUs from 1991
onwards= 90 million ECUs in total (see no 1 and Sb).
7. Financing of operating appropriations
By own resources of 1991 -1995 budgets.

8. Financial impact on staff costs and operations
Not applicable.

AGREDIE!'IT ESTABLlSHING THE

ElROPEA~

8.-\.:"iK FOR RECONSTRUCTION AND DEVELOPME:'IIT

REASONS FOR A

•ft~Alt2•

VERSION OF THE PROPOSAL

I

The differences between this version and COM(90)190 final of 7 May 1990
are all to be found In the Agreement Establishing the EBRD which Is
annexed to the proposal for a Councl I Decision. These changes are
that the Agreement Is now presented l.n the language of the
.commu.nlcat lon. for all languages (In May only the EnglIsh text was
presented);
that the word "London" has been added In Article 33;
that the words "the French Republ lc" have been added In Article 60;
l.n the English text only, some minor spelling, punctuation and
typological. changes have been made and the definite article has
been added In one pI ace ,and sur pressed ·in another; none of these
changes affect the sense.:I
.
It should be noted that the Agreement was signed by the 4:2 potential
shareholders on ~9 May 1990.

EXPLANATORY NI:>T!S ON cOR.RECTIOH$
TO THE ENGLISH T!lT OP TBE EBRD

AGREEMENT, MAJ! SINCE 27.4.90.

1. "[nter ali~" ~nd "pro rata" hawe been put into italics
throughout the tdXt.
2. fisur9s throu.rhout the text have been presented first tn
~or~a

and then in fisures within brackets.
.

3. A.l- hyphen removed from

4. A.ll,

paragra~h

1 Cit> Cc>

I

~market

orieotedu.

-hyphen inserted in

"stated-owned".
5. A.26, para1raph 1 Ci>,- "the" removed from before
''Beltium" and Inserted before" Federal Republ ie of Germany".

6. A.56 -The title has been put in capital letters.
7. Annex A- In the Capital Subscription column, the commas
have been chanced tc points and. the points to commas.
9. Annex B-In paraarapb 6 of Sections B (I) and (ii), the
first "the" in the fourth lLne has been chanced to "then".

THE SECRETARIAT OF THE CONFERENCE.
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AGREEMENT ESTABLISHING
THE EL'ROPEA~ BANK FOR RECONSTRUCTION
A~D DEVELOPMENT

The .:ontrlcting pJ.rties.
Committed to the fund:~mental principles of multiparty democracy, the
rule of law. respect lor humln rights and market economics;
Rec:~lling

I

the FinJI Act of the Helsinki Conference on Security and
CooperJtion in Europe. and in particular its Declaration on Principles ;
Welcoming the intent of Central and Eastern European countries to further
the practic:ll implement:uion of multiparty democracy, strengthening democratic
institutions. the rule of llw :tnd respect for human rights and their willingness to
implement reforms in order to evolve towards market-oriented economies ;
Considering the importance of close and coordinated cooper:ltion in order
to promote the econom tc progress of Central and Eastern European countries to
help their economies become more internationally competitive and assist them in
their reconstruction Jnd development and thus to reduce, where appropriate, any
risks related to the financing of their economies ;
·
Convinced that the establishment of a multilateral financial institution
which is European in its basic character and broadly international in its
membership would help serve these ends and would constitute :1 new and uniQue
structure of cooperation in Europe ;
Have agreed to establish hereby the European Bank for Reconstruction and
Development lhereinafter c:tlled " the Bank") which shall operate in accordance with
the following :

Chapter l

PCRPOSE. FV~CTIONS AND MEMBERSHIP
Article 1

PURPOSE
In .;ontributing to economic progress and reconstruction. the purpose of
the Bank shall be ro foster the transition towards open market oriented economies
Jnd to promote pri"ate :tnd entrepreneurial initiative in the Cel)trJI :tnd Eastern
EuropeJn .;ountries .:ommitted to and Jpplying the principles of .multiparty
.jemocrJcy. plural ism and market economics.

Article 2

Ft::"'CTIONS

l. To fulfil on J long-term bJsis its purpose of fostering the transttiOn of Central
lnd Eastern European :ountries towards open market-oriented economies and the
promotion of private and entrepreneurial initiative. the Bank shall assist the
recipient member countries to implement structural and sectoral economic reforms.
in:luding -:iemonopolization. decentralization and privatization. to help their
~conomies become fully integrated into the international economy by measures :
: iJ to promote. through pri' :ue Jnd other interested investors. the establishment.
improvement Jnd e.'(p:lnsion or productive. competitive and pri ... ate sector activity,
tn particular small :tnd medium sized enterprises ;
•. iil to mobilize domestic and foreign capital and experienced management to the
::!nd described in (iJ ;
(iii) to foster productive in vestment. including in the service and financial sectors,
and in related infrastructure where that is necessary ·to support private and
entrepreneurial initiative, thereby assisting in making a competitive environment and
raising productivity, the standard of living and condirions of labour;
(iv) to provide technical :tssistance for the preparation. financing and
implementltion of rete' :1nt proJects. whether individual or in the context of specific
in\estmerH programmes :
( v) to stimulate and encourage the development of capital markets ;
(vi) to give support to sound and economically viable projects involving more than
one recipient member country ;
(vii) to promote in the full range of its activities
sustainable development ; and

environmentally sound and

(viii) to under.take such other activities and provide such other services as may
further these functions.
:. ln carrying out the functions referred to in paragraph I of this Article, the Bank
shall work in close cooperation with all its members and. in such manner as it· may
deem appropriate within the terms of this Agreement. with the International
Monewy Fund. the International Bank for Reconstruction apd Development, the
International Finance Corporation, the Multilateral Investment Guarantee Agency,
and -the Oraanisation for Economic Cooperation and Development,
and shall
cooperate with the United Nations and its Specialised Agencies and other related
bodies. and any entity, whether public or private. concerned with the economic
development of. and investment in. Central and Eastern European counrries.

II

Article 3

\1 E~t BE RSHIP
1. vtembership in the Bank shall be open :
(i) to ( 1) Europe:1n countries and (2) non-European countries which lre members
or the International Yfonetary Fund ; and
\ ii l to

th~

Europeln Economic Community and the Europe:1n Investment Bank.

:. Countries eligible for membership under parlgrlph 1 of this Article.
which do not become members in accordance with Article 61 of this Agreement.
m:1y be ldmitted. under such terms and conditions lS the Bank may determine. to
membership in the Blnk upon the :~ffirmative vote of not less than two-thirds of
the Governors. representing not l~ss than three-fourths of the total voting power of
the members.

Chapter II
CAPITAL
Article 4
AUTHORIZED CAPITAL STOCK
l. The original authorized capital stock shidl ·be ten thousand million
( l 0.000,000,000) ECU. It shall be divided in.to one million ( 1,000,000) shares.
having a par value of ten thousand (10,000) ECU each. which shall be available for
subscription only by members in accordance with the provisions of Article S of this
Agreement.
2. The original capital stock shall be divided into paid-in shares and
callable shares. The initial total aggregate par value of paid-in shares shall be three
thousand million (3,000.000,000) ECU.
3. The authorized capital stock may be increased at such time and under
such terms as may seem advisable, by a vote of not less than two-thirds of the
Governors. representing not less than three-fourths of the total; votina power of the
members.
I

Article S
SUBSCRIPTION OF SHARES
I. Each member shall subscribe to shares of the capital stock of the Bank.
subject to fulfilment of the member's legal requirements. Each subscription to the
original authorized capital stock shall be for paid-in shares and callable shares in
the proportion of three (3) to seven (7). The initial number of shares available to be
subscribed to by Signatories to this Agreement which become members in
accordance with Article 61 of this Agreement shall be that set forth in Annex A.
No member shall have an initial subscription of less than one hundred ( 100) shares.

2. The initial number of shares to be subscribed to by countries which are
admitted to membership in accordance with paragraph 2 of Article 3 of this
Agreement shall be determined by the .Board of Governors ; provided, however,
that no such subscription shall be authorized which would have the effect of
reducing the percentage of capital stock held by countries which are members of
the European Economic Community, together with the European Economic
Community and the European Investment Bank, below the majority of the total
subscribed capital stock.
3. The Board of Governors shall at intervals of not more tha.n five {S)
years review the capital stock of the Bank. In case of an increase in the authorized
capital stock, each member shall have a reasonable opportunity to subscribe, under
such uniform terms and conditions as the Board of Governors shall detef'mine, to a
proportion of the increase in stock equivalent to the proportion which its stock
subscribed bears to the total subscribed capital stock immediately prior to such
increase. No member shall be obliged to- subscribe to any part of an increase of
capital stock.
4. Subject to the proviSions of paragraph 3 of this Article, the Board of
G.;,vernors may, at the request of a member, increase the subscription of that
member, or allocate shares to that member within the authorized capital stock
which are not taken up by other members ; provided, however, that such increase
shall not have the effect of •·educing the percentage of capital stock held by
countries which are members of the European Economic Community, together with
the European Economic Community and the European Investment Bank, below the
majority of the total subscribed capital stock;
S. Shares of stock initially subscribed to by members shall be issued at par.
Other shares shall be issued at par unless the Board of Governors, by a vote of not
._ tbaa two-thirds of the Governors, representing not less than two-thirds of the
toad votina power of the members, decides to issue them in special circumstances

oa other terms.
6. Shares of stock shall not be pledged or encumbered in any manner
whatsoever, and they shall not be transferable except to the Bank in accordance
with Chapter VII of this Agreernent .

.

7. The liability of the members on shares shall be limited to the unpaid
portion of . their issue price. No member shall be liable, by reason of its
membership, for obligations of the Bank.

Article 6

PAYMENT OF SUBSCRIPTIONS
I. Payment of the paid- in shares of the amount initially subscribed to by
each Signatory to this Agreement, which becomes a member in accordance with
Article 61 of this Agreement, shall be made in rive (5) instalments of twenty (20)
per cent each of such amount. The first instalment shall be paid by each member
within sixty (60) days after the date of the entry into force of this Agreement, or
after the date of deposit of its instrument of ratification, acceptance or approval in
accordance with Article 61, if this latter is later than the date of the entry into
force. The remaining four (4) instalments shall each become due successively one
year from the date on which the preceding instalment became due and shall each,
subject to the legislative requirements of each member, be paid.

2. Fifty {50) per cent of payment of each instalment pursuant to paragraph
with paragraph 2 of
Article 3 of this Agreement, may be made in promissory notes or other obligations
issued by such member and denominated in ECU, in United States dollan or in
Japanese yen, to be drawn down as the Bank needs funds for disbursement as a
result of its operations. Such notes or obligations shall be non-negotiable, noninterest- bearing and payable to the Bank at par value upon demand. Demands upon
such notes or obligations shall, over reasonable periods of time, be made so that
the value of such demands in ECU at the time of demand from each member is
proportional to the number of paid- in shares subscribed to and held by each such
·
member depositing such notes or obligations.
I of this Article, or by a member admitted in accordance

3. All payment obligations of a member in respect of subscription to
shares in the initial capital stock shall be settled either in ECU. in United States
dollars or in Japanese yen on the basis of the average exchange rate of the relevant
currency in terms of the ECU for the period from 30 September 1989 ·to 31 March
1990 inclusive.
·
4. Payment of the amount subscribed to the callable capital stock of the
Bank shall be subject to call, takins account of Articles 17 and 42 of this
Agreement, only as and when required by the Bank to meet its liabilities.

5. In the event of a call referred to in paragraph 4 of this Article,
payment shall be made by the member in ECU, in United States dollan or in
Japanese yen. Such calls shall be uniform in ECU value upon eac:h callable share
calculated at the time of the call.
6. The Bank shall determine the place for any payment under this Article
noc later thaD one month after the inaugural meetina of its Board of Governors.
provided that. before suc:h determination. the payment of the fint instalment
referred to in paragraph I of this Article shall be made to the European Investment
Bank, as trustee for the Bank.

7. For subscriptions other than those described in paragraphs I. 2 and 3 of
this Article. payments by a member in respect of subscription to paid,;,..in shares in
the Juthorized clpitJI stock shlll be made in ECU. in United States dollars or in
hp::1nese yen whether in ·;::~sh or in promissory notes or in other obligltions.
3. Fur the purposes ·Jt" this Article, payment or denomination in ECll
shJil include pa:.ment ur ctenomin:J.tion in any fully convertible currency which is
-=qui\ J.lent vn the ct:~ce of p:l~ ment or encJshment to the value of thE! relevant
)blig:won in ECC.

Article 7
ORDINARY CAPITAL RESOURCES

Bank

-\s used in :hts -\greement. the term "ordinary capit:ll resources" of the
indude the t'ollo'' 1ng :

;h:-~11

(i)

.:J!IJble

:tuthorized c:tpital stock of the Bank, including both paid-in Jnd
subscribed to pursuant to Article S of this Agreement ;

sh::~res.

(ii) funds r:~ised by borrowings of the Bank by virtue of powers conferred
by subpar:tgraph ti) of Article :o of this Agreement, to which the commitment to
calls pro" ided for in pJr:lgrJph ~ of Article 6 of this Agreement is :~pplic:~ble ;
: 1ii J funds re·.:ei,ed in replyment of loans or guarantees :1nd proceeds from
in,estment made with the resources indicated in subthis Article ;

dispos:~l ut' equ1ty
p:~r:~gnphs i it :tnd 1ii l of

the

i.i' > 1ncome deri\ed from loans and equity investment, made from the
resources indicJted in sub-paragraphs (i) and (ii) of this Article, and income
derived from guarantees and underwriting not forming part of the special
operations of the Bank ; :tnd
(vJ :1ny other funds or income received by the Bank which do not form
part of its Special Funds resources referred to in Article 19 of this Agreement.

Chapter lll
OPERATIONS
Article 8

RECIPIE:"-T COL'iTRIES

A~D

USE OF RESOURCES

I. The resources Jnd tJcilities of the Bank shall be used e:<clusively to
implement the purpose Jnd carry out the functions set forth, respectively, in
Articles l Jnd 2 of this Agreement.
~ The 8:1nk mJy ::onduct its operations in countries !rom CentrJI Jnd
EJstern Europe which Jre proceeding steadily in the transition towards m:uket
oriented ~,;onomies :1nd the promotion of private and entrepreneurial initiative. Jnd
which :~ppl~. by .:oncrete steps :tnd otherwise, the principles as set lorth in Article
I or" this -\greement.

3. In cases where J member might be implementing policies which are
inconsistent with Article I of this Agreement, or in exceptional circumstances,
the Board of Directors shall consider whether access by a member to Bank
resources should be suspended or otherwise modified and may make
recommendations accordingly to the Board of Governors. Any decision on these
matters shall be taken by the Board of Governors by a majority of not less than
two-thirds of the Go .. ernors. representing not less than three-fourths of the total
voting power of the members .

..t. (i) Any potential rectp1ent country may request that the Bank provide
Jccess to its resources for· limited purposes over a period of three (3) years
beginning lfter the entry into force of this Agreement. Any such request shall be
attached as 1n integral part of this ·Agreement as soon as it is made.

( i i) During such a period :

(a) the Bank shall provide to such a country, and to enterprises in its
territory, upon their request. technical assistance and other types of assistance
directed to finance its private sector, to facilitate the transition of state-owned
enterprises to private ownership and control. and to help enterprises operating
competitively and moving to participation in the market oriented economy, subject
to the proponion set forth in paragraph 3 of Arti.cle II of this Agreement:
(b) the total amount of any assistance thus provided shall not exceed the
total amount of cash disbursed and promissory notes issued by that country for its
shares.
(iii) At the end of this period, the decision to allow such a country access
beyond the limits specified in sub-paragraphs (a) and (b) shall be taken by the
Board of Governors by a majority of not less than three-fourths of the Governors
representing not less than ·eighty-five (85) per cent· of the total voting power of the
members.

2.1
Article 9
ORDl~ARY A~D SPECIAL OPERATIONS

The openrions of [he B.:~nk :>h:lll .::onsist of ordinary operltions financed
from the ordinJry ;::lpLt:ll ~:sources of the Bank referred to in Article 7 of this
.-\gre:menr :~nd spe·.:i::~l operltions financed from the Special Funds resources
ri!r·erri!J tu in Article 19 ot' this :-\greement. The two types of operltions mJy be
;ombLned

41

Article 10
SEPARATION OF OPERATIONS

1. The ·:>rdin:1r:- ;:JpLt:ll resources Jnd the Special Funds resources of the
Bank shlll lt Jll times Jnd in lll respects be held. used, committed. invested or
Jthe~·.\ 1se ·.iisposed of -:?ntirely separltely from each other. The financial statements
~·r" :he B:1nk ;lnll show the reserves of the Bank, together with its ordinary
uperlttons. :wd. ;eparately, its special operations.
2. The ordin:uy C:lpital resources of the Bank shall under no circumstances
be ..:harged with, or used to discharge. losses or liabilities arising out of special
operations or other Jctivities lor which Special Funds resources were 'originally
used or ..:ommitted.
3. Expenses :Jppert:tining directly to ordinary operations shall be charged to
the ordin:~ry -;:-~pit:-~1 resources of the Bank. Expenses ::1pperraining directly to
;pe.:ill 0per:1tions ;h:-~11 be -;h:lrged to Special Funds resources. Any other expenses
;hall. subject w p:~ngr:tph I of Article 18 of this Agreement. be chargt!d as the
Bank shall determine.

Article 11'
\IETHODS Of OPERATION

I. The Bank sh:tll .:Jrry out its operations in furtherance of its purpose
Jnd !unctions JS set out in -\rticles I Jnd ~ ol chis .-\greement in Jny or Jll of
the following w:tys:
·:: l:y nnking, ·)r .;ot'inlncing together with multilJtenl institutions
b:ln\.;) vr •Jther interested sources, or participating in, loans to priv:lt~
sector ~nterprises. !o:J.ns co :1ny state-owned enterprise operating competitively
Jnd moving to participation in the market oriented economy, and loans to :my
stJre-owned enterprise co facilitate its transition to private ownership lnd
.;onrrol ; in p:uticular to facilitate or enhance the participation of private and: or
foreign .::1pital in such enterprises ;

.;vmm.:r.:::\1

(ii) (a) by investment in the equity capital of private sector enterprises
tbl by in\eStmenc in the equity capital of any state-owned enterprise
operJting .:ompetiti\ely :~nd moving to participation in the market oriented
economy. :1nd investment in the equity capital of any state-owned enterprise to
t':tc iii t:l te 1ts tr:l ns it ion to pm lte ownership and control ; in particular to facilitate
or enh:tn..:e the p:wicipation of private and/or foreign capital in such enterprises ;
Jnd
(c) by underwriting. where other means of financing are not appropriate,
the equity issue of securities by both private sector enterprises and such stateowned enterprises referred to in (b) above for the ends mentioned in. that subparagraph ;
(iii} by faci li t:ni ng :1ccess to domestic and international capital markets by
pri\:tte sector enterprises or by other enterprises referred to in subparagraph (i)
or' this p:1r:tgr:1ph for the ends mentioned in that subparagraph, through the
provision ot' guarantees. where other means of financing are not appropriate, and
through t'in:~ncial :~dvice lnd other forms of assistance ;

(iv) by deploying Special Funds resources in accordance with the
Jgreements determining their use ; and
(v) by making or participating in loans and providing technical assistance
for the reconstruction or development of infrastructure, including environmental
proarammes. necessary for private sector development and the transition to a
market-oriented economy.
For the purposes ot' chis paragraph, a state-owned enterprise shall not be
reaarded :ts operat•ng ~ompetitively unless it operates autonomously in a
competitive market environment and unless it is subject to bankruptcy laws.

2. (i) The Board of Directors shall review at least annually the Bank's
operations o.nd lending strategy in each recipient country to ensure that the
purpose o.nd the functions of the Bank, as set out in Articles I and 2 of this
Agreement. :ue fully served. Any decision pursuant to such a review shall be
tlken by l mJjority of not less than two-thirds of the Directors. representing
not less than three-fourths or" the tOtll voting power of the members.
( ii) The Slid review shall involve the consideration of. rmer alia, elch
recipient .:ountry's progress made on decentralization, demonopolization and
privJtiz:Hion 1nd the relative shares of the Bank's lending to private enterprises.
to stJte-vwned enterprises in the process of transition to participation in the
mo.rket-oriented economy or privatization, for infrastructure. for technico.l
Jssistance. Jnd for other purposes.
3. (i) :--.iot more tho.n forty (40) per cent of the amount of the Bank's totll
-:ommitted loans. guarlntees Jnd equity investments, without prejudice co its
other operltions referred to in this Article, shall be provided to the stlte 'Sector.
Such percem:1ge limit shJll Jpply initially over a two (2) year period. from the
,:bee or· .:ommencement vf the Bank's operations, taking one year with another.
lnd there:lfter in respect ol each subsequent financial year.
(ii) For any country, not more than forty {40) per cent of the amount
of the Bank's total committed loans, guarantees and equity investments over a
period of five (5) years. taking one year with another, and without prejudice to
the Bank's other oper:uions referred to in this Article, shall be provided to the
state sector.
(iii) For the purposes of this paragraph,
(:1 l the state sector includes national and local governments, their
Jgencies. and enterprises owned or controlled by any of them ;
(b) a loan or guarantee to, or equity investment in, a state-owned
enterprise which is implementing a programme to achieve private ownership
Jnd control shall not be considered as made to the state sector ;
(c) loans to a financial intermediary for onlending to the private
sector shall not be considered as made to the state sector.

lS
Article 12
LI~fiTA TIONS

ON ORDINARY OPERATIONS

I. The tOt:ll Jmount of outstanding loans, equity investments and guarantees made
by rhe Bank 1n its ordinary operations shall not be increased Jt :tny time, if by such

incre:tse the tOtJI amount of its unimpaired subscribed capital. reserves :tnd surpluses
included in irs ordinary cJpitJl resources would be exceeded .
., The 1mount of any equity investment shall not normally exceed such
percentage of the equity capital of the enterprise concerned as shall be determined. by
a general rule. ro be appropriate by the Board of Directors. The Bank shall not seek to
obtain by such an investment :1 controlling interest in the enterprise concerned Jnd
shall not e .)(e rc ise such control or assume direct responsibility for managing any
enterprise in which it h:ts :tn investment, except in the event of actual or threatened
det':tulr on :tny of its investments, actual or threatened insolvency of the enterprise in
which such investment sh:lll have been made, or other situations which, in the opinion
uf the 8:1nk. thre:uen to jeopardize such investment, in which case the Bank may take
5uch :~ction :tnd e:<er.cise such rights as it may deem necessary for the protection of its
interests.
3. The amount of the Bank's disbursed equity investments shall not at any time
ex.ceed an amount corresponding to its total unimpaired paid-in subscribed capital.
surpluses and general reserve.
4. The Bank shall not issue guarantees for uport credits nor undertake insurance
activities.

Article 13
OPERATI!'!G PRINCIPLES
The Bank shall operate in accordance with the following principles :
( ii the Bank shall apply sound banking principles to Jll its operations;
( ii l the operations of the Bank shall provide for the financing of specific
projects. whether individual or in the context of specific investment programmes.
Jnd lor technic:~! J.ssistance. designed to fulfil its purpose Jnd functions JS set out
tn .-\rticles I Jnd ~ or' this -\greement ;
(iii 1 :he B:tnk shall not t'inance any undertaking in the territory of
member if that member objects to such financing ;

l

( iv J the Bank shall not allow a disproportionate amount of its resources to
be used for the benefit of Jny member ;
( v) the Bank shall seek to maintain reasonable diversification in all its
investments;
(vi) before :1 loan. gu:u:tntee or equity investment is granted. the applicant
sh:tll h:t\e submitted :1.n :~dequ:tte proposal and the President of the Bank !ihall have
presented ro the Board of Directors a written report regarding the proposal,
together with recommend:nions. on the basis of a staff study ;
(vii) the Bank shall not undertake any financing, or provide any facilities,
when the applicant is able to obtain sufficient financing or facilities elsewhere on
terms and conditions that the Bank considers reasonable ; ·

•

(viii) in providing or guaranteeing financing, the Bank shall pay due
regard to the prospect that the borrower and its guarantor. if any, will be in a
position to meet their obligations under the financing contract ;
( ix.) in c:~se of a direct loan made by the Bank, the borrower shall be
permitted by the Bank to dr:tw its funds only to meet expenditure as it is actually
incurred;
(x) the Bank· shall seek to revolve its funds by selling its inves;tments to
private investon whenever it can appropriately do so on satisfactory terms ;
(xi) in its investments in individual enterprises, the Bank shall undertake
ics financing on terms and conditions which it considers appropriate. taking into
accounc the requirements of the enterprise, the risks being undertaken by the
Bank. and the terms and conditions normally obtained by private investors for
similar financing ;
( x ii) the Bank shall place no restriction upon the procurement of goods and
services from ::tny country from the proceeds of any loan, investment or other
financing undertaken in the ordinar'y or special operations of the Bank, and shall,
in all appropriate cases, make its loans and other operations conditional on
international invitations ·to tender being arranged ; and
(xiii) the Bank sh::tll t::tke the necessary measures to ensure that the
proceeds of :my lo::tn m:lde. gu:lr::tnteed or participated in by the B::tnk. or any
equity investment, :tre used only for the purposes for which the loan or the equity
investment was granted :tnd with due attention to considerations of economy :tnd
efficiency.

Article 14
TERMS A:"'D CONDITIONS FOR LOANS AND GUARANTE£5

1. rn the .::~se ot" loans mJde. pJrticipated in, or guaranteed by the Bank,
the .:onrr:tct shlll estlblish the terms and conditions .for the loan or the guarantee
.:oncerned. including those relating to payment of principal. interest and other
iees, charges. maturities and dates of payment in respect of the loan or the
g•.nr:1nree. respectively. In selting such terms and conditions, the Bank shall take
r·u!ly 1nto :~ccount the need to safeguard its income.

2. Where the recipient of loans or guarantees of loans is not itself a
member. but is :1 stJte-owned enterprise. the Bank may, when it 1ppears desir:J.ble.
be1ring in mind the different :~pproaches appropriate to public :1nd state-owned
~nterpris~s in tr:1.nsi11on to priv:lte ownership and control, require the member or
members in whose territory the project concerned is to be carried out, or a public
1gency or 1ny instrumentality of such member or members acceptable to the Bank,
ro guarantee the repayment of the principal and the payment of interest and other
fees :1nd ch:1rges of the loan in accordance with the terms thereof. The Board of
Directors shall review :1nnual\y the Bank's practice in this matter, paying due
lttention to the B:1nk's creditworthiness.

3. The loan or guarantee contract shall e:<pressly state the currency or
currencies. or ECU. in which :111 payments to the Bank thereunder shall be made.

•

Article 15

COMMISSION AND FEES

1. The B:~nk ;h:~ll .:h::~rge. in :1ddition to interest, a commission on loans
or particip:H~d in JS pJrt of its ordinary operations. The terms Jnd
..:ondicions of this .;ommission shall be determined by the Board of Directors.
m:~de

:Z. fn guaranteeing J loan as part of its ordinary operations.
or in
underwriting the sale of securities. the Bank shall charge fees, payable at rates
Jnd times determined by the Board of Directors. to provide suitable compensation
for its risks.

:cs

3. The Board of Directors may determine any other charges of the Bank in
o)per:ltions :lnd Jny commission. fees or other charges in its special

ordin:lr~

o_;p~r~HIOOS

Article 16

SPECIAL RESERVE
1. The· )mount Jt ..:ommissions lnd·fees received by the Bank pursuan_t. to: ...
Arti.;le 15 of thLs .Agreement shlll be set lSide as a special reserve which shall be
kept for meeting the losses, of· the Bank in accordance with Article 17 of this
.Agreement. The special reserve .shall be held in such liquid form as the Bank may
decide.

2 . .If the Board of Directors determines ·that the size of. the special reserve
is Jdequate, it may decide that lll·or part· of the s3id-commission or fees shlll .. ·
henceforth form part of the income of the Bank.
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Article 17

'IETHODS OF ~IEETING THE LOSSES OF THE BAN~
! In :!1~ 8:1-111\ ·s .:.rct;n:lr~ ..;,perJtions. in .:Jses of Jrre:us or defJult on lo:1ns
p:trci.:tp:lted 1n. •)r ~ulr:~nteed by the Bank, Jnd in c:1ses of losses on
underwriting :tnd in equity investment. the Bank shall take such lCtion as it deems
:tppropri:tte. The B:tnk shlll m:1int:1in lppropriate provisions against possible losses.
m:td~.

~.

Losses arising in the Bank's ordinary operations shall be

charged :

(i) first, to the provisions referred to in paragraph I of this Article;
( iiJ second. to net income :
1 iiiJ third. :1g:tinst the special reserve provided for in Article 16 oi this
-\gre;ment .

1,i, J fourth. Jg:tinst its general reserve and surpluses;
( \) fifth, :1g:1inst the unimpaired paid-in capital ; and
(vi) last, :1gainst :1n appropriate amount of the uncalled subscribed. callable
cJpital which shall be called in accordance with the provisions of paragraphs 4 and
5 of Article 6 of this Agreement.

~I
Article 18

SPECIAL FUNDS
1. The· B:tnk ·;my .1.:.:~pc :he :ldministration of Speci:il 1· Funds which :lre
Jesigned tv 5~r~·~ th~ purpc5e .Hld ,;ome within the functions of the· Bank. The full
-:ost of ldministering :1ny ;u;;h Spec•al Fund shall be charged to that Special Fund.

:. Speci:~l Funds J.c:epted by the Bank may be used in any manner and on
1ny :erms Jnd conditions consistent with the purpose and the functions of the
Bank. with the other applicable provisions of this Agreement, and with the
1greement ·or lgreements rellting to such Funds. ·
3. The Bank shall adopt such rules and regulations as may be required for
the establishment, :ldministracion lnd use of each Special Fund. Such rules 1nd
regui:ltions shall be consistent with the provisions of this Agreement, e.'<cept for
those p rovis ions e .'<p ressl y 1ppl ic:1 ble on! y to ordinary operations of the Bank.

Article 19

SPECIAL FUNDS RESOURCES

The term "SpeciJI Funds resources" shall refer to the resources of Jny
Special Fund :tnd shJII :nclude •
1 ii

r'unds :tc:epted bj the Bank for inclusion in any Special Fund ;

:it> r'unds repaid in respect of loans or guarantees. and the proceeds of
tO\ estments. t'inJnced from the resources of any Special Fund which. under
the rules Jnd regulations governing that Special Fund, are received by such Special
Fund ; and

~quity

(iii} income derived from investment of Special Funds resources.

Chapter IV
BORROWING AND OTHER MISCELLANEOUS PO\~ERS

Article 20
GE:'IIERAL POWERS

I. The 8Jnk ;hJil hJve. in Jddition to the powers specified elsewhere in
this Agreement. the power to :

ti) borrow funds· in member countries or elsewhere, provided always that :
(Jl before making J ;Jle of its obligations in the territory of
Bank shJll have obtlined its Jpproval ; and
1 bJ

3

.:ountry. the

where the •Jblig:Hions of the Bank are to be denominated in the
vt' :1 member. :he Bank shall have obtained its approvJI ;

.;~rr~n.:)

1ii1 itHest or jeposit funds not needed in its operations;
! iii J buy and sell securities. in the secondary market. which the Bank has
issued or guaranteed or in which it has invested ;

( i.,. J guarantee securities in which it has invested in order co facilitate their
sale ;
l v J underwrite. or parttCtpace in the underwriting of. secunttes issued by
Jny enterprise for purposes consistent with the purpose and functions·oi the
Bank;
(' i) provide technicJI Jdvice and assistance which serve its purpose Jnd
come within its iunctions ;
(vii) exercise such other powers and adopt such rules and regulations as
may be necessary or appropriate in furtherance of its purpose and functions.
consistent with the provisions of this Agreement ; and
(viii) conclude agreements of cooperation with any public or private entity
or entities.
2. Every security issued or guaranteed by the Bank shall bear on its face a
conspicuous statement to the effect that it is not an obligation of any
Government or member. unless it is in fact the obligation of a particular
Government or member. in which case it shall so state.

Chaprer Y

CURRENCIES ·
Arricle· 21
DETER~IINATION

AND USE Of CURRENCIES

I. Whenever it sh:tll become .necessary under this Agreement to determine
·,\ h~!h~r .1ny ;urren~y is fully . convertible for the purposes of this
~gr~ement. such determination shall be made by the Bank. taking into
J~.:ount the paramount need to preserve its own financial interests, after
consultation . if necessary, with the International Monetary Fund.

2. Members shall not impose any resrrictions on the receipt, holding, use or
tr:tnsfer by the Bank of the following :
(il currencies or ECtJ received by the Bank in payment of subscriptions to
its c:tpit:tl stock. in :tccord:tnce with Article 6 of this Agreemenr ;
( ii 1 ..;urren.:ies obtained by the Bank by borrowing ;
(iii) .:urrencies Jnd other resources
co.ntributions to Special Funds ; and

adminisrered

by

the

Bank as

(iv) currencies received by the Bank in payment on account of principal,
interesr, dividends or other charges in respect of loans or investments. or the
proceeds of disposal of such investments made our of any of the funds
referred to in sub-paragraphs (i) to (iii) of this paragraph, or in payment of
commission, fees or other charges.

Chapter VI
ORGANIZATION AND MANAGEMENT
Article 22

STRUCTURE
The 8Jnk shJll h3ve J Board of Governors. 3 Bo:1rd ot Directors.
Pr:!s 1de n r. ·J ne or more Vice- Presidents and such other officers :1nd St:J.ff JS
may be ..:onsidered necessary.

:1

Article 23
BOARD OF GOVERNORS: COMPOSITION

1. E:t.:h member shJll be represented on the Board of Governors and shall
:1ppoint one Governor and one Alternate. Each Governor Jnd Alternate shall
serve lt the pleasure of the Jppointing. member. :"Jo Alternate may vote
~x.;ept in the lbsence of his or her principal. At each of its Jnnu::al meetings.
the Board. shall elect one ol the Governors as Chairman who shall hold office
until the election of the ne.xt Chairman.
::. Governors Jnd Alternates shall serve as such without remuneration from
the 81nk.

Article 2-4

BOARD OF GOVERNORS : POWERS
1. All the powers of the Bank shall be vested in the Board of Governors.
~ The Board of Go\ernors may delegate to the Board of Directors any or
J!l of irs powers. except the power ro :

• i 1 Jdmit new members Jnd determine the conditions o! their admission ;
: i11

1i1t1

JncreJse or

decre::~se

the Juthorized capital stock o! the Bank ;

suspend a member:

( i\ J decide appeals from interpretations or applications of this Agreement
given by the Board of Directors ;
( v) authorize the ·.:onclusion of general agreements for co-oper::nion with
vther international organizations ;

(' i) elect the DirectOrs and the P.resident of the Bank :
1.\ 11 i determine the remuneration of the Directors and Alternate Directors
:1nd tile s:1lary and other terms of the contract of service of the President ;

( viiil :lpprove. Jfter reviewing the auditors'. report, the general balance
sheet and the statement of profit and loss of the Bank ;
(ix) determine the reserves and the allocation and distribution of the net
profits of the Bank ;
(x) :tmend this Agreement ;
1. \iJ decide
to terminate rhe operations of the Bank and to distribute its
1ssers ; Jnd

(xii) exercise such other powers as are expressly assigned to the Board of
Go.,.ernors in this Agreement.
3. The Board of Governors shall retain full power to exercise authority
over any matter delegated _or assigned to the Board of Directors under
paragraph 2 of this Article, or elsewhere in this Agreement.

(6)

Article 25
BOARD OF GOVERNORS : PROCEDURE

1. The Bo:trd of Governors shall hold :tn · :~nnual meeting lnd such other
meetings :ts m:ty be provided for by the Board or called by the Board oi
Dire~tors. \-teetings of the Board of Governors shall be Cllled, by the Board
of· Directors, whenever requested by not less than five (5) members of the
B:tnk or members holding not less than one quarter of the tOtll voting power
·Jf :he members.
2. Two-thirds of the Governors shall constitute a quorum for lny meeting
of the Bo:ud of Governors, provided such majority represents not less thln
two-thirds of the tOtJI voting power of the members.
3. The Bo;trd of
wherebv the Bolrd
jdvisabie. obtlin a
.::tiling l meeting of

Governors may by regulation establish l procedure
of Directors may, when the latter deems such lction
vote of the Governors on a specific question without
the Board of Governors.

~. The Board· of Governors, and the Board of Directors to the extent
luthorized. may Jdopt such rules and regulations :tnd establish such
subsidi:~ry bodies Js may be necessary or appropriate to conduct the business
of the Bank.

Article 26
BOARD OF DIRECTORS : COMPOSITION

I. The Board of Directors shall be composed of twenty-three (23) members
who shall· not be members of the Board of Governors, and of whom :
.( i)
Eleven (II) shall· be elected by the Governors representing
Belgium, Denmark, France. the Federal Republic of Germany, Greece,
Ireland. Italy, Lultembourg, the Netherlands, Portugal. Spain. the United
Kingdom, the European Economic Community and the European Investment
Bank; and
(ii)

Twelve ( 12) shall be elected by the Governors representing other
members. of wnom :
(a) four (4), by the Gover:nors representing those countries listed
in Annu A as Central and Eastern European countries
eligible for assistance from the Bank ;
(b) four (4), by the Governors representing those countries listed
in Annu A as other European countries ;
(c) four (4), by the Governors representing those countries listed
in Annex. A as non-European countries.

Directors, as well as representina members whose Governors have
e.lected them, may also represent members who assign their votes to them.
2. Directors shall be persons of high competence in economic and financial
matters and shall be elected in accordance with Annex B.
3. The Board of Governors may increase or decrease the size, or revise the
composition, of the Board of Directors, in order to take into account changes
in the number of members of the Bank, by an affirmative vote of not less
than two-thirds of the Governors, representina not less than three-fourths of
the total votina power of the members. Without prejudice to the exercise of
these powers for subsequent elections, the number and composition of the
second Board of Directors shall be as set out in paraaraph I of this Article.
4. Each Director shall appoint an Alternate with full power to act for him
or her when he or she is not present. Directors and Alternates shall be
nationals of member countries. No member shall be represented by more
than one Director. An Alternate may participate in meetings of the Board
but may vote only when he or she is actina in place of his or her principal.

S. Directors shall hold office for a term of three (3) years and may be
reelected ; provided that the first Board of Directors shall be elected by the
Board of Governors at its inaugural meetin1. and shall hold office until the
next immediately following annual meetina of the Board of Governors or, if
that Board shall so decide at that annual meeting. until its next subsequent
annual meetin1. They shall continue in office until their successors shall have
been chosen and assumed office. If rhe office of a Director becomes vacant
more than one hundred and eighty ( 180) days before the end of his or her
rerm, a successor shall be chosen in accordance with Annex 8, for the
remainder of the term, by the Governors who elected the former Director. A
majority of the votes cast by such Governors shall be required for such
election. If the office of a Director becomes vacant one hundred and eighty
( 180) days or less before the end of his. or her term, a successor may

similarly be chosen for the remainder of the term. by the votes cast by such
Governors who elected the former Director, in which election l majority of
the votes cast by such Governors shall be required. While the of(ice remains
v:tcant. the Altern:tte of the former Director shall exercise the po,wers of the
lltter. except that of Jppointing an Alternate.
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Artlc:le 27

BOARD OF DIRECTORS

POWERS

\~ ithout prejudice :o the powers of the Board of Governors :as provided in
-\rt1.:1e :.J or' rh1s -\greemenr. the Board of Directors shall be responsible for
the directiOn of the generll oper:itions of the Bank :md, for this purpose.
>hall. in :lddition to the powers assigned to it expressly by this Agreement.
e.'(ercise Jll the powers delegated to it by the Board of Governors. and in
plrti.:ular :

( i)

prepare the work of the Board of Governors ;

{ii) in conformity with the general directions of the Board of Governors.
establish policies Jnd tlke decisions concerning loans. guarantees. investments
in ~quity ..:apital. borrowing by the Bank, the iurnishing of technical
Jssist:tn.:e. and other operations of the Bank ;
111iJ submit the Judited accounts ior each financial year for approval of
the Board of Governors at each Jnnual meeting ; and
(iv) approve the budget of the Bank.

Article 28
BOARD OF DlRECTORS : PROCEDURE

1. The Bo:-~rd of
th~ 8:-~nl\ .111d 5hJII

Directors shall normally function at the principal office of
meet Js often as the business of the Bank may require.

:. A majority of the Directors shall constitute a quorum for any meeting
of the Bo:ud of Directors. provided such majority represents not less than
two-thirds of the total voting power of the members.

3. The Board of Governors shall adopt regulations under which, if there is
no Director of its nationality, a member may send a represent:ltive to attend,
without right to vote. any meeting of the Bo:1rd of Directors when a matter
p:lrticularly :tffecting th:lt member is under consideration.

Article· 29

VOTING
1. The voting power of elch' member stiall be equal ro the number ot 1tS
subscribed shlres in the .:Jpitll stock of the Bank. In the event of :tny member
tliling to p:ty :tny p:trt of the :~mount due in respect of its oblig:ttions in
relation to paid-in shlres under Article 6 of this Agreement, such· member
shJII be un:tble for so long JS such failure continues 'to exercise that percentage
·~r' ;ts 'oung power ·.~ hich corresponds to the percentage which the ·lmount
Jue !.:ut unp:~iJ be:~rs to the total amount of paid-in _shares subscribed to by
thlt member 1n the capital stock of the· Bank.

2. In voting· in the Board of Governors, each Governor shall be entitled to
.;:1st the votes of the member he or she represents. E:<cept lS otherwise
e:<pressly provided in this Agreement, all matters before the Board of
Governors shall be decided by a majority of the voting power of the members
voting.
) In '0t1ng 1n the Bolrd ot' Directors each Director shall be entitled to cJst
:he number of 'otes to which the Governors who have elected him or her are
~nmled :tnd those to which lny Governors who have assigned their votes to
him or her. pursuant to Section D of Annex B. are entitled. A Director
representing more than one member may .cast separately the votes of the
members he or she represents. Except as otherwise expressly provided in this
Agreement, and except for general policy decisions in which cases such policy
decisions shall be taken by a majority of not less than two-thirds of the total
voting power of the members voting, all matters before the Board of Directors
shall be decided by a majority of the voting power of the members voting.

Article 30
THE PRESIDENT
I. The Board of Governors, by a vote of a majority of the total number of
Governors. representing not less than a majority of the total voting power of
the members, shall elect a President of the Bank. The President, while
holding office, shall not be a Governor or a Director or an Alternate for
either.
2. The term of office of the President shall be four (4) years. He or she
may be re-elected. He or she shall, however, cease to hold office when the
Board of Governors so decides by an affirmative vote of not less than twothirds of the Governors, representing not less than two-thirds of the total
voting power of the members. If the office of the President for any reason
becomes vacant, the Board of Governors, in accordance with the provisions
of paragraph I of this Article, shall elect a successor for up to four (4 )
years.
3. The President shall not vote, except that he or she may cast a· deciding
vote in case of an equal division. He or she may participate in meetings of
the Board of Governors and shall chair the meetings of the Board of
Directors.
4. The President shall be the legal representative of the Bank.

5. The President shall be chief of the staff of the Bank. He or she shall be
responsible for the organisation, appointment and dismissal of the officers
and staff in accordance with regulations to be adopted by the Board of
Directon. In appointing officers and staff, he or she shall, subject to the
paramount importance of efficiency and technical competence, pay due
regard to recruitment on a wide geographical basis among members of the
Bank.
6. The President shall conduct, under the direction of the Board of Directors,
the current business of the Bank.

Article 31

VICE PRESIDENT (S)
l. One or more Vice- Presidents shall be appointed by the Board ot
Directors on the recommend:ltion of the President. A Vice-President shall
hold office for such term. exercise such authority Jnd perform such
fun.:tions in the JdministrJtion of the Bank. JS may be determined by the
Bo:trd vt· Directors. In the Jbsence or incapacity of the President, J VicePresident sh3ll e~ercise the Juthority and perform the functions of the
Prest~ient.

:: ..-\ '/ice-President may part1c1pate in meetings of the Board of Directors
but shJ.II hJ.ve no vote lt such meetings, except that he or she may .:Jst the
deciding vote when acting in place of the President.
Article 32
I~TER~ATIONAL

CHARACTER Of THE BANK

I. The B:tnk sh:tll not :tc:ept Special Funds or other loans or J.ssistance that
mJ. ~ in :tn y w:t y prejudice. deflect or otherwise alter its purpose or functions.
2. The Bank. its President, Vice-President (s), officers and staff shall in
their decisions take into account only considerations relevant to the Bank's
purpose, functions and operations, as set out in this Agreement. Such
considerations shall be weighed impartially in order to achieve Jnd c:ury out
the purpose and functions of the Bank.
3. The President. Vice-President(s), officers and staff of the Bank. in the
discharge of their offices. shall owe their duty entirely to the Bank and to no
other :tuthoriry. Each member of the Bank shall respect the international
..:har:lcter of this duty J.nd shall refrain from all attempts to influence any of
them in the discharge of their duties.

Article 33
LOCATION OF OFFICES
I. The principal office of the Bank shall be located in London.
2. The Bank may establish agencies or branch offices in the territory of
any member of the Bank.

Article 34
DEPOSITORIES AND CHANNELS OF.COMMUNlCATION

l. E:tch member sh:1ll designate its central bank, or such other institution
lS mly be :1greed upon with the Bank, lS a depository for all the Bank's
holdings of its .;urrency lS weiJ as other assets of the Bank.
2. Elch member shlll designate ln appropriate official entity with which
the Blnk may .;ommunic:ue in connection with any matter ::uising under this
-\gr~ement

Article 35

PLBLICATIO:"' OF REPORTS AND PROVISION OF INFORMATION
1. The Bank shall publish ln :J.nnual report containing ln audited statement
of its :J.ccounts :J.nd shall .;ircullte to members at intervals of three (3) months
or less J summ:1ry stJtement of its financial position and a profit :1nd loss
stltement showing the results of its operations. The financial lccounts sh:dl
be kept in ECL'.
:. The B:J.nk shlll report :J.nnually on the environmentll impact of its
Jcti' ities :~nd may publish such other reports as it deems desirlble to JdvJnce
its purpose.
3. Cupies of Jll repom. statements and publications made under this
Article shall be distributed to members.

4'
Article 36
ALLOCATION AND DISTRIBUTION OF NET

l~CO~IE

1. The Bo:trd oi Governors shall determine at least annually what part of
the B::mk's net income. Jfter making provision for reserves and, if necessary,
:tgainst possible losses under paragraph I of Article 17 of this Agreement,
shall be alloc:ued to surplus or other purposes and what pan. if Jn y. shall be
distributed. Any such decision on the allocation of the Bank's net income to
·Jther purposes sh:tll be tlken by a majority of not less than two-thirds of the
Governors. representing not less than two-thirds of the total voting power oi
the members. :"Jo such allocation, :1nd no distribution. shall be made until the
general reserve amounts to at least ten (I 0) per cent of the luthorized capital
HOCk.

:. A.ny distribtion referred to in the preceding paragraph shall be made in
proportion to the number of paid-in shares held by each member ; provided
that in calcul:uing such number account shall be taken only of payments
received in cash :tnd promissory notes encashed in respect of such shares on
or before the end of the relevant financial year.
3. Payments to each member shall be made in such manner as the Board of
Governors shall determine. Such payments and their use by the receiving
country sh:tll be without restriction by any member.

So
Chapter VII

.

.

WITHDRAWAL· Al'-JD SUSPENSION OF .\fEMBERSHI·P:
TE\IPORARY SLSPE~SION .~NO TERMINATION OF OPERATIONS

Ar'ticle 37
RIGHT Of

~IE~IBERS

TO WITHDRAW

l. Any member may withdraw from the Bank at any time by trlnsmiuing
J notice in writing to the Bank at its principal office.
:. Withdrlwll by J member shall become effective. Jnd its membership
shall .:e:1se. on the d:1te specified in its notice but in no event less thln six
i6l months Jr'ter such noti.:e is received by the Bank. However. Jt Jny time
before the withdrJwJI becomes finally effective, the member may nociiy the
Blnk in writing of the cancellation of its notice of intention to withdraw.

$1
Article 38
St.;SPE:'IlSION OF

~IE~IBERSHIP

1. lt' :1 member t"::ils to t'ulfil Jny of its obligations to the Bank, the Bank
m1y suspend its membership by decision of a majority of not less than twothirds of the Governors. representing not less than two-thirds of the total
\ oting ~ower of the members. The member so suspended shall automatically
.:e:tse to be 1 member one year from the date of its suspension unless a
Jecision is tlken by not less than the same majority to restore the member to
good m.nding.

:. \Vhile under suspension. a member shall not be entitled to e:<ercise 1ny
.rights under this Agreement. e:<cept the right of withdrawal. but sh;1ll rem:Jin
;ubJe·.:t to 111 its. obligltions.

Article 39
SETTLE\IE:"iT OF ACCOUNTS WlTH FORMER .\ID1BERS
Ai·t~-r ~h~ .~:.re )n .,i,i.;!"! 1 member ce:1ses to bel member. such former
meml:er ;h:~ll ~~111:11n li:~ble for its direct obligations to the Bank and for irs
;onringent li:'tblities ru the Bank so long as any part of the loans. equity
:n, esrmenrs or sUJrantees contracted before it ceased to be a member are
JutstJnding ; but it shall cease to incur such liabilities with respect to loans.
equity ~nvesrmenrs and guarantees entered into thereafter by rhe Bank and ro
share either in rhe income or the expenses of the Bank.

:. At the time a member ceases to be a member. the Bank shall arrange for
rhe repurch3se of such former member's shares as a part of the settlement of
1ccounrs with such former member in accordance with the provisions of rhis
.-\rtic!e. For this purpose. the repurchase price of the shares shall be the
v:~lue shown b~
the books of the Bank on the date of cessation of
membership. ·.vith the original purchase price of each share being its
m:l.\imutn \:llue.
3.The payment for shares repurchased by the Bank under this Article shall
be governed by the following conditions :
(il :1ny lmount due ro the former member for irs shares shall be
withheld so long lS rhe former member, its central bank .or any of its
lgencies or instrumentalities remains liable. as borrower or guarantor. to rhe
Bank ::tnd such ::tmount may, at the option of the Bank, be 3pplied on any
such lilbtlity ::ts it matures. No amount shall be withheld on :1ccount of rhe
liabilir~ ur' the t'ormer member resulting from its subscription for shares in
Jccord:tnce wirh paragraphs 4, 5 and 7 of Article 6 of this Agreement. In any
e,·ent. no ::tmount due to a member for its shares shall' be paid until six (6)
months Jfter the date upon which the member ceases to be a member ;
( ii) payments for shares may be made from
surrender by the former member. to the extent by
rhe repurchase price in accordance with paragraph
the aggregate amount of liabilities on loans.
guarantees in sub-paragraph (i) of this paragraph
has received the full repurchase price ;

time to rime. upon their
which the amount due as
2 of this Article exceeds
equity investments and
until the former member

(iii} payments shall be made on such conditions and in such fully
convertible currencies. or ECU. and on such dates. as the Bank determines ;
and
(iv) if losses are sustained by the Bank on any guarantees, participations
in loans. or loans which were outstandina on the date when the member
ceased to be a member, or if a net loss is sustained by the Bank on equity
investments held by it on such date, and the amount of such losses exceeds
the amount of the reserves provided against losses on the date when. the
member ceased to be a member, such former member shall repay, upon
demand. the amount by which the repurchase price of its shares would have
been reduced if the losses had been taken into account when the repurc:hase
price was determined. In addition, the former member shall remain liable on
lny -:Jll for unpaid subscriptions under paragraph 4 of Article 6 of this
Agreement. to the extent that it would have been required to respond if the
imp3irment of c:1pital had occurred and the call had been made at the time
the repurchase price of its shares was determined.

SJ
-I. [ f che Bank cerm inaces its operations pursuant to A rricle 41 of chis
Agreement within six (6) months of che dace upon which any member ~eJses
to be :1 member. :111 rights of such former member shall be determined 1n
:~ccord:~nce w1th the pro\ is ions oi Articles -ll to ..n of this AgreemenL

/

Article 40

TEMPORARY SUSPENSION OF OPERATIONS

{n · Jn emergency. the Board of Directors may suspend temporJrily
oper:ttions in r~spect or· new loans. guar:tntees. underwriting, technicJl
lssist:tnce :1nd ~qurty in\estments pending ln opportunity for further
.:onsider:ttion lnd J.:tion b~ the Board of Go11ernors.

s.s
Article 41
TER~IINATION

OF OPERATIONS

The B:tnk m:1y termin:lte· its oper:ltions by the lffirmative .,.ote of not less
th:tn two-thirds of the Governors. representing ~ot less· th:tn three-fourths
of the tot:ll '·Oting power of the members. L:pon such termination of
operJtions the B:tnk shJll forthwith· cease all lctivities. e~cept those incident
tU the urderl:;. reJiizJtion. conserv:ltion and preservation of its 1ssets 1nd
;eulement of its obligations.

S€
Article 42
LIABIUTY Of \IE~IBERS AND PAYMENT Of ClAl~'IS

1. In che event ot' :erminltion of the operations of the Bank. the liability
of Jll members tor uncJIIed subscriptions co the capital stock of the Bank
shall continue until Jll .:!lims of creditors. including Jll contingent .:!aims.
shlll h:t>ve been dis.:hJrged.
:. Creditors on ordinJry operations holding direct claims shall be paid first
-Jut oi the Jssets of the Bank. secondly out of the payments to be made to
the Blnk in respect oi unpaid paid-in shares. and then out of payments to be
made to the Bank in respect of callable capital stock. Before making Jny
payments to creditors holding direct claims, the Board of Directors shall
make such arrangements as are necessary. in its judgment, to ensure a pro
rata distribution among holders of direct and holders of contingent claims.

Article 43 ·

DISTRIBUTION OF ASSETS
1. >J"o distribution under chis Chapter shall be made to members on account
of their 5ubs..:ripcions w the .::::~pical·stock of the Bank until :

( i) :til liabilities to .::redirors have beeri discharged or provided for ; and
'I:J the Bo:1rd of Go\ernors has decided by a vore of nor less rhan cwo:hirjs Jf the Go\ernors. representing not less than three-fourths of the tOtll
\Oting power ,:>f .the members. ro make a distribution.

2. Any Jistribution of rhe assets of the Bank to the members shall be in
proportion ro the capital stock held by each member and shall be effected lt
5uch times and under such conditions as the Bank shall deem fair and
equitable. The shares of assets distributed need not be uniform as to type of
assets. No member shall be entitled to receive irs share in such a distribution
of Jssers until it has settled all of irs obligations to the Bank.

}. A.n;.- member recetv ing 1ssets distributed pursuant to this Article shall
enjoy the s:1me rights with respect to such assets as the Bank enjoyed prior
to their distrtbution.

ss
Chapter VIII
STA n;s.

1~1~1L':-.;ITIES.

PRIVILEGES AND EXEMPTIONS
Article 44

PURPOSES OF CHAPTER
To enlble the Bank to tulfil its purpose and the functions with which it is
rhe HJtus. immunities, privileges and exemptions set iorth in this
Ch:lpter 5h:lll be Jc:orded to the Bank in the territory of e:1ch member
..:ountry
~ntrusted.

Artic:le .&S

STATUS OF THE BANK
The Bank shJll possess full legal personality and. in particular, the iull
legJJ .::JpJcity :
111

riiJ
1

to ..:ontrJct:
tO

.1..:Qutre. lnd ,iispose

Ot,

immovable and movable property: Jnd

iii> to institute legJl proceedings.

..
··-~

Article

~6

POSITION OF THE BA,'JK WITH REGARD TO JUDICIAL PROCES.S

A-:tions may be brou·ght against the Bank only in a court of competent
jurisdictiOn· in the territOry ot l -:ountry in which the Bank has an office,
has :tppointed an agent for the purpose of accepting service or notice ot
process. or has issued or guaranteed securities. ~o actions shall. however. be
brought by members or persons JCting for or deriving ciaims from members.
The property and assets of the Bank shall. wheresoever located and by
whomsoever held. be immune from all forms of seizure. attachment or
~xecution before the deli 'very of final judgment Jgainst the Ban:-.

Article 47
I\1\IL'iiTY OF ASSETS FROM SEIZURE

Property Jnd :lSsets of che Bank, wheresoever located Jnd by whomsoever
held. shall be immune from seJrch, requisition, confiscation. expropriation or
lny ocher t'orm of tlking or foreclosure by executive or legislative Jction.

Article -'8
l\1\tL:--;ITY Of ARCHIVES

The :-tr:hives of the Bank. and in general all documents belonging to it or
ic. 5hall be inviolable.

~c!d b~

Article 49
FREED0\1 OF ~SSETS FROM RESTRICTIONS

To the :xcenc ne:essary to carry out the purpose and functions of
the Bank :1nd subject to the provisions of this Agreement. :111 property and
.1ssers of the Bank shall be free from restrictions. regulations, controls and
moratoria of any nature.

Article 50

PRIVILEGE FOR

COI\IMu~ICATIONS

The ·Jfii~i:~l ;ommunic:nions oi the Bank sh:1ll be Jccorded by elch
member the sJme treJtment that it Jccords to the oificial communic:Hions oi
Jny ·Jther member.

GS
Article 51
1\1\IV:"'ITIES OF OFFICERS A:-JD E~IPLOYEES

Gu' ernors. Dire·.: tors. -\lternJtes. ott Leers lnd employees of the B:tnk
performing missions for the Bank shall be immune lrom leg:ll
pro.:~s; .. ,.,th r~spect to J.:ts performed by them in their offici::1l .:Jpacity.
-:\.:e;:lt when the Blnk wJives this immunity, Jnd shall enjoy invioiJbility oi
Jll their offici:1l papers Jnd documents. This immunity shall not :lpply,
howe~er. to civil liability in the case of damage arising from a road traffic
:1ccident caused by :1ny such Governor, Director, Alternate, officer, employee
or expert.
-\II

Jnd

~'pens

Article 52
PRIVILEGES Of OFFICERS AND EMPLOYEES

I. All Go\ <!rnors. Dire:: tors. Alternates. officers :lnd employees of the
Jnd ~\pens ·)t. ~t~e B:1nk performing missions for the Bank :

B::~nk

( i l not ~·eing loc::~l nationals. shall be _:lc:orded the s:Lme
:mmun1t1es from imm1gr::~tion restrictions, alien registration requirements and
:"l:J.tlOn:J.l serv1ce oblig:Hions, :1nd the same facilities as regards exchange
regulJtions, JS ::ue Jccorded by members to the representatives, officials, and
emplo~ees of .:omparJble rlnk of other members ; and
(ii) shall be granted the same treatment in respect of trlvelling
fJcilities JS is Jccorded by members to representatives. offici:1ls Jnd
employees of .:omparJble rJnk of other members.
~- The spouses :tnd 1mmedi:1te dependants of those Directors. Alternate Directors.
officers. ernplo~ ees :tnd e"<perts of the Bank who are resident in the country in
which the principJl office of the Bank is located shall be Jccorded opportunity to
t::tke employment in that country. The spouses and immediate dependantS of those
Directors. Alternate Directors. officers, employees and experts of the Bank who are
resident in a country in which any agency or branch office of the Bank is located
should, wherever possible, in accordance with the national law of that country, be
Jccorded similar opportunity in that country. The Bank shall negotiate specific
agreements implementing the provisions of this paragraph with the country in
which the principal office of the Bank is located and. lS J.ppropriate·. with the
other countries concerned.

Article 53
E:XntPTION FROM TAXATION

i \\ t(h:n :he scope of ·1ts ot"iiciJ! lCtiVI!Ies the Bank. its Jssers. property, Jnd 1ncome
oi1:ll! be :\empt t'rom :Ill ..:iirect tlxes.

: \Vhen pur::hJses or services of substantial value and necessary for the exercise of the
ut'ticial Jctivities of the Bank are made or used by the Bank and when the price of
such purchases or services includes taxes or duties, the member that has levied the
tJxes or duties shall, if they are identifiable, take appropriate measures to grant
exemption from such ta:<es or duties or to provide for their reimbursement.
3. Goods imported by the Bank Jnd necessary for the exercise of its official activities
shJ!I be exempt t'rom Jll import duties and taxes, and from J!l import prohibitions and
restrictions. Simll:trl~ goods e\POrted by the Bank and necessary for the exercise of its
.Jt.t'ici:ll :t..:ti\ 1ties sh:tll be e.\empt from all export duties and taxes. Jnd from all export
prch1birions :1nd resrn.:tions.
~- Goods :~cquired or imported and exempted under this Article shall not be sold, hired
out, lent or given away against payment or free of charge, except in accordance with
conditions laid down by the members which have granted exemptions or
reimbursements.

5. The provisions of this Article shall not apply to taxes or duties which are no more

than charges for public utility services.
6. Directors. -\ltern:He Directors. officers and employees of the Bank shall be subject

w .Jn internal effecti~e t:lx for the benefit of the Bank on salaries and emoluments paid
by the B:tnk. )ubject to conditions to be laid down and rules to be adopted by the
Board of Governors within a period of one year from the date of entry into force of
this Agreement. From the date on which this tax is applied, such salaries and
emoluments shall be exempt from national income tax. The members may, however,
take into account the salaries and emoluments thus exempt when assessing the amount
of tax to be applied to income from other sources.
7. Notwithstanding the provisions of paragraph 6 of this Article, l member may
deposit, with its instrument of r3tification. acceptance or approval. a declaration that
such member retains for itself. its political subdivisions or its local authorities the right
to tax salaries :tnd emolumt-nts paid by the Bank to citizens or nationals of such
member. The Bank shall be e."<empt from any obligation for the payment, withholding
or collection of such taxes. The Bank shall not make any reimbursement for such
t:txes.

8. Paragraph 6 of this Article shall not apply to pensions and annuities paid by the
Bank.
9. ~o tJx of :tny kind shall be levied on any obligation or security issued by the Bank,

including :tny dividend or interest thereon. by whomsoever held :
ti 1 \\ hich Jis.:rimin:ttes .1g:t1nst such obligation or security solely because it is issued by
[he Bank. ur

; ii J if the sole jurisdictional basis for such taxation is the place or currency in which it
is issued. made payable or paid. or the loca[ion of any office or place of business
maintained by the Bank.
tO. :'-lo tax of any kind shall be levied on any obligation or security guaranteed. by the
Bank. including any dividend or interest thereon. by whomsoever held :
(il which discrimin:aes :~gainst such obligation or secunty solely becJuse
gu:tranteed by the Bank. or
'!i

1

it

~s

tf the 5ole jurisdictional basis for such taxation is the loCltion of lny office 6r

~1:1..:~

·Jt' business matntlined by the Bank.

Article 54

1.\IPLE.\IENT ATION Of CHAPTER

E:tch member sh:tll promptly take such action as is necessary for the
purpose of implementing the provisions of this Chapter :tnd shall inform the
Bank of the det:tiled :1ction which it has taken.

Article 55
\V

AIV ER OF

l;\1\llJ~ITIES.

PRIVILEGES AND EXDIPTIONS

The irrimunicies. privileges and exemptions conferred under chis Chapter are
granted in the interest of the Bank. The Board of Directors may waive~ co
such extent and upon such ~onditions as it may determine lny of the
immunities. privileges and exemptions conferred under this Chapter in cases
·.vhere such action would. in its opinion, be appropriate in the best interests
of the Bank. The President shall have the right and the duty to waive any
immunity. pri\ilege or e.'(emption in respect of Jny olficer. employee: or
ewerc of che Bank. ocher than the President or a Vice-President. where. in
his or her opinion. the immunity, privilege or exemption would impede the
..:ourse of justi~e Jnd ;an be waived without prejudice to the interests of the
Bank. In similar circumstances and under the same conditions. the Boarc1 of
Directors shall have the right and the duty to waive any immunity, privilege
or exemption in respect of the President and each Vice President.

=/I
Chapter IX
AMENDMENTS, INTERPRETATION, ARBITRATION

Article 56
AMENDMENTS

I. Any proposal to amend this Agreement, whether emanating from a
member, a Governor or the Board of Directors, shall be communicated to the
Chairman of the Board of Governors who shall bring the proposal before
that Board. If the proposed amendment is approved by the Board the Bank
shall, by any rapid means of communication, ask all members whether they
accept the proposed amendment. When not less than three-fourths of the
members (including at least two countries from Central and Eastern Europe
listed in Annex A), having not less than four-fifths of the total voting power
of the members, have accepted the proposed amendment, the Bank shall
certify that fact by formal communication addressed to all members.
2. Notwithstanding paragraph l of this Article :
(i) acceptance by all members shall be required in the case of any
amendment modifying :
(a) the right to withdraw from the Bank ;
(b) the rights pertaining to purchase of capital stock provided for
in paragraph 3 of Article S of this Agreement ;
(c) the limitations on liability provided for in paragraph 7 of
Article S of this Agreement ; and
(d) the purpose and functions of the Bank defined by Articles I
and 2 of this Agreement ;
(ii) acceptance by not less than three-fourths of the members
having not less than eighty-five (85) percent of the total voting power of the
memben shall be required in the case of any amendment modifying
paraaraph 4 of Arti_cle 8 of this Agreement.
Whea the requirements for accepting any such proposed amendment have
beea met, the Bank shall certify that fact by formal communication
adc:tressed to all members.
3. Amendments shall enter into force for all members three (3) months
after the date of the formal communication provided for in paragraph.s I and
2 o( this Article unless the Board of Governors specifies a different period.

Article 57
I."TERPRETATION AND APPliCATION

I . .~n:

question ol tnterpretation or application of the prov1s1ons of this
:uising between any member and the Bank. or between a.ny
members of the Bank. shall be submitted to the Board of Directors for its
je·.:ision. [f there is no Director of its nationality in that Board. a member
particul:uly Jffected by the question under consideration shall be entitled to
direct representJtion in the meeting of the Board of DirectOrs during such
,;onsiderJtion. The representative of such member shall. however. hJve no
\Ote. Such right of representation shall be regulated by the Board of
Go\ ernors.
.~greement

~- In Jny .:Jse where the Board of Directors has given a decision under
p:uJgraph 1 of this Article. any member may require that the question be
reierred to the Board of Governors. whose decision shall be final. Pending
the decision of the Board of Governors, the Bank may, so far as it deems it
necessarv. Jct on the basis of the decision of the Board of Directors.

Article 58
ARBITRATION
dtsJgreement should Jrise between the Bank and a member which has
ro be :1 member. or between the Bank and Jny member aiter Jdoption
of 1 decis1on to terminate the oper:ltions of the Bank, such disagreement
sh::~ll be submitted to :ubitrltion by a tribunal of three (3) arbitrators. one
Jppointed by the Bank. another by the member or former member
;oncerned, Jnd the third, unless the parties otherwise agree. by the President
of the International Court of Justice or such other authority as may have
been prescribed by regulations adopted by the Board of Governors. A
m:ljority vote of the 'arbitrators shall be sufficient to reach :1 dec1sion which
sh:J.ll be fin:tl Jnd binding upon the parties. The third Jrbitrator shall h::~ve
full power tO settle ::tll questions of procedure in ::1ny case wher.e the parties
::~re 1n disJgreement w1th respect thereto.
[f

:1

,;e::~sed

Article 59

APPROVAL DEE:'.1ED GIVE:'-!
\\ h~ne' ~r th~ :1ppro' :ll ·:Jr the Jc~ept:lnce of Jny member is required before
Jny :tct m:~y be done by the Bank. except under Article 56 of this
Agreement. :~pprovJl or :~cceptance shall be deemed to have been given
'Jnless rhe member presents an objection within such reasonable period as the
Bank mJy fix in notifying the member of the proposed act.

Chapter X
FINAL PROVISIONS
Article 60
SIGNATURE AND DEPOSIT
1. This Agreement, deposited with the Government of the French Republic (
hereinafter called • the Depository " ), shall remain open until 31 December
1990 for signature by the prospective members whose names are set forth in
Annex A to this Agreement.
2. The Depository shall communicate certified copies of this Agreement to
the Signatories.

all

Article 61
RATIFICATION.

ACCEPTA~CE

OR APPROVAL

I. The -\greement sh:tll be subject to ratification. :tccept:tnce or :tpproval by the
Sisn:tcories. Instruments of rltilic:ttion, acceptance or :tpproval shall, subject to
par:1gr:1ph : ul this .--\rticle, be deposited with the Depository not llter than
31 \tarch 1991. The Depository shall duly notify the other Signatorie~s of each
deposit and the date thereof.
2. Any Signatory may become a party to this Agreement by depositing 3 n
instrument oi ratification. acceptance or approval until one year after the d:tte of· its
entry into Ioree or. if necessary, until such later date as may be decided by l
majority of Go.,ernors. representing a majority of the total voting power of the
members.
3 -\ Sign:uor~ -~hose instrument referred to in paragr:~ph l of this. Article is
deposited before the date on which this Agreement enters into force shall become a
member of the Bank on that date. Any other Signatory which complies with the
provisions of the preceding paragraph shall become a member of the Bank on the
date on which its instrument of ratification, acceptance or approval is deposited.

Article 62
ENTRY INTO FORCE

l. This Agreement shall enter into force when instruments of ratification.
acceptance or approval have been deposited by Signatories whose initial
subscriptions represent not less than two thirds of the total subscriptions set
forth in Annex A. includina at least two countries from Central and Eastern
Europe listed in Annex A.
2. If this Agreement has not entered into force by 31 March 1991, the
Depository may convene a conference of interested prospective members to
determine the future course of action and decide a new date by which
insrruments of ratilicJtion. acceptance or approval shall be deposited.

Article 63
INAUGURAL MEETING AND COMMENCEMENT OF OPERATIONS

1. As soon as this Agreement enters into force under Article 62 of this
Agreement, each member shall appoint a Governor. The Depository shall call
the first meeting of the Board of Governors within sixty (60) days of entry
into force of this Agreement under Article 62 or as soon as possible
thereafter.
2. At its first meeting, the Board of Governors :
(i) shall elect the President ;
(ii) shall elect the Directors of the Bank in accordance with Article 26 of
this Agreement ;

(iii) shall make arrangements for determining
commencement of the Bank's operations ; and

the

date

of

the

(iv) shall make such other arrangements as appear to it necessary to
prepare for the commencement of the Bank's operations.
3. The Bank shall notify its members of the date of commencement of its
operations.
Done at Paris on 29 May 1990 in a single original, whose English, French,
German and Russian texts are equally authentic, which shall be deposited in
the archives of the Depository which shall transmit a duly certified copy to
each of the other prospective members whose names are set forth in Annex

A.

ANNEX A
Initial subscriptions to the authorized capital stock for prospective
members ~hich may become members in accordance with Artlcle 61
NUMBER
OF SHARES
A -

European Communities

CAPITAL
SUBSCRIPTION
in million ECU

(a}

Belqium
Denmark
France
Germany, Federal Republic of
Greece
Ireland
Italy
Luxembourq
Netherlands
Portuq~l
spa1n
United Kinqdom

22800
12000
85175
85175
6500
3000
85175
2000
24800
4200
34000
85175

228.00
120.00
85l. 75
85l. 75
65.00
30.00
851.75
20.00
248.00
42.00
340.00
85l. 75

European Economic Community
European Investment Bank

30000
30000

300.00
300.00

22800
lOCO
12500
1000
6500
200
100
12500
22800
22800
11500

228.00
10.00
125.00
10.00
65.00
2.00
l.OO
125.00
228.00
228.00
115.00

(b)

B -

Other European countries
Austria
cyprus
Finland
Iceland
Israel
Liechtenstein
Malta
Norway
Sweden
Switzerland
Turkey

c - Recipient countries
Bulgaria
Czechoslovakia
German Democratic Republic
Hungary
Po lana
Romania
Union of Soviet Socialist Republics
Yugoslavia
D-

79.00
128.00
155.00
79.00
128.00
48.00
600.00
128.00

Non-European countries
Australia
Canada
Egypt
Japan
Korea, Republic of
Mexico
Morocco
New Zealand
United States of America

E -

7900
12800
15500
7900
12800
4800
60000
12800

Non allocated shares

10000
100.00
34000
340.00
·1000
10.00
85175
851.00
6500
65.00
3000
30.00
1000
10.00
1000
10.00
100000 1,000.00
125

TOTAL

l. 25

1000000 10,000.00

(*) Prospective members are listed under the above categories only
for the pu~ose of this Agreement. Recipient countries are referred to
elsewhere in this Agreement as Central and Eastern European countries

Bo
ANNEX

8

Section A - Election or Directors by Governors representing Belgium, Denmark, France,
the Federal Republic or Germany, Greece, Ireland, Italy, Luxembourg, the Netherlands,
Portugal, Spaia, the United Kingdom, the Europeaa. Economic Community and the European
Investment Bank (hereinafter referred to as Section A Governors).

I. The provisions set out below in this Section shall apply exclusively to this Section.

2. Candidates for the office of Director shall be nominated by Section A Governors. provided
that a Governor may nominate only one person. The election of Directors shall be by ballot
of Section A Governors.
3. Each Governor eligible to vote shall cast for one person all of the votes to which the
member appointing him or her is entitled under paragraphs I and 2 of Article 29 of this
Agreement.
4. Subject to paragraph I 0 of this Section, the II persons rece1v1ng the highest number of
votes shall be Directors, except that no person who receives less than 4.5 per cent of the total
of the votes which can be cast (eligible votes) in Section A shall be considered elected.

5. Subject to paragraph 10 of this Section, if II persons are not elected on the first'ballot, a
second ballot shall be held in which, unless there were no more than II candidates, the
person who received the lowest number of votes in the first ballot shall be iheligible for
election and in which there shall vote only :
(a) those Governors who voted in the first ballot for

a person not elected and

(b) those Governors whose votes for a person elected are deemed under paragraphs 6 and 7

below of this Se<:tion to have raised the votes cast for that person above 5.5 per cent of the
eligible votes.

6. In determinins whether the votes cast by a Governor are deemed to have raised the total
votes cast for any person above S.S per cent of the eligible votes, the 5.5 per cent shall be
deemed to include, fint, the votes of the Governor casting the largest number of votes for
sucb penoa. thea the votes of the Governor casting the next largest number and so on, until
'·' per cent is reached.
7. Aay Oovernqr, pan of whose votes must be counted in order to raise the total of votes
cast for any penon above 4.5 per cent shall be considered as casting all of his or her votes
for such penoa, even if the total votes for such person thereby exceed S.S per cent and shall
not be eligible to vote in a further ballot.
8. Subject to paragraph 10 of this Section, if, after the second ballot, II persons have not
been elected, further ballots shall be held in conformity with the principles and procedures
laid down in this Se<:tion, until II persons have been elected, provided that, if at any stage
10 persons are elected, notwithstanding the provisions of paragraph 4 of this Section. the II
th may be elected by a simple majority of the remaining votes cast.
9. ln the case of an increase or decrease in the number of Directors to be elected by Section
A Governors, the minimum and maximum percentages specified in paragraphs 4, 5, 6 and 7
of this Section shall be appropriately adjusted by the Board of Governors.

10. So long as any Signatory, or group of Signatories, whose share of the total amount of
capital subscriptions provided in Annex A is more than 2.4 per cent, has not deposited its
instrument or their instruments of ratific:ltion. :1pproval or acceptance, there shall be no
election for one Director in respect of each such Signatory or group of Sign<uories. The
Governor or Governors representing such a Signatory or group of Signatories shall elect 1
Director in respect of each Signatory or group of Signatories. immediately after the Signatory
becomes a member or the group of Signatories become members. Such Director shall be
deemed to have been elected by the Board of Governors at its inaugural meeting, in
accordance with paragraph 3 of Article 26 of this Agreement, if he or she is elected during
the period in which the first Board of Directors shall hold office.

Section B - ELECTION OF DIRECTORS BY GOVERNORS REPRESENTING OTHER
COUNTRIES.
Section B (I) : Election oC Directors by Go~ernors representing those countries listed in
Annex A as Central and Eastern European Countries( recipient countries) (hereinafter
referred to as Section 8 (i) Goternors).

I. The provisions set out below in this Section shall apply exclusively to this Section.
2. Candidates for the office of Director shall be nominated by Section 8 (i) Governors.
provided that a Governor may nominate only one person. The election of Directors shall be
by ballot of Section 8 ( i) Governors.
3. Each Governor eligible to vote shall cast for one person all of the votes to which .the
member appointing him or her is entitled under paragraphs I and 2 of Article 29 of this
Agreement.
~-

Subject to paragraph I0 of this Section, the 4 persons recetv1ng the highest number of
votes shall be Directors, except that no person who receives less than 12 per cent of the total
of the votes which can be cast (eligible votes) in Section 8 (i) shall be considered elected.
S. Subject to paragraph 10 of this Section. if 4 persons are not elected on the first ballot, a
second ballot shall be held in which, unless there were no more than 4 candidates. the person
who received the lowest number of votes in the first ballot shall be ineligible for election and
in which there shall vote only :
(a) those Governors who voted in the first ballot for a person not elected and
(b) those Governors whose votes for a person elected are deemed under paragraphs 6 and 7
below of this Section to have raised the votes cast for that person above 13 per cent of the
eligible votes.
6. In determinina whether the votes cast by a Governor are deemed to have raised the total
votes cast for any person above 13 per cent of the eligible votes. the 13 per cent shall be
deemed to include, first, the votes of the Governor castin& the largest number of votes for
such person. then the votes of the Governor casting the next larsest number and so on, until
13 per cent is reached.
7. Aay Governor. pan of whose votes must be counted in order to raise the -total of votes
cut Cor uy penon above 12 per cent shall be considered as castins all of his or her votes
for nc:b penoD, even if the total votes for such person thereby exceed 13 per cent and shall
not be eliaible to vote in a further ballot.

8. Subject to parasraph 10 of this Section. if. after the second ballot, 4 persons have nor been
elected, further ballots shall be held in conformity with the principles and procedures laid
down . in this Section. until 4 persons have been elected, provided that. if at any stage 3
persons are elected. notwithstanding the provisions of paragraph 4 of this Section. the 4 th
may be elected by a simple majority of the remainins votes cast.
9. In the case of an increase or decrease in the number of Directors to be elected by Section
8 (i) Governors. the minimum and maximum percentages specified in paragraphs 4, 5. 6 and
7 of this Section shall be appropriately adjusted by the Board of Governors.

10. So long as any Signatory, or group of Signatories, whose share of tll.e total amount of
capital subscriptions provided in Annex A is more than 2.8 per cent, has not deposited its
instrument or their instruments of ratification, approval or acceptance, there shall be no
election for one Qirector in respect of e:1ch such Signatory or group of Signatories. The
Governor or Governors representing such a Signatory or group of Signatories shall elect a
Director in respect of each Signatory or group of Signatories, immediately after the Signatory
becomes a member or the group of Signatories become members. Such Director shall be
deemed to have been elected by the Board of Governors at its inaugural meeting, in
accordance with paragraph 3 of Article 26 of this Agreement, if he or she is elected during
the period in which the first Board of Directors shall hold office.

Section B (ii) : Election or Directors by Governors representina those countries lisced i
Annex A as other European countries (hereinafter referred to as Section B (ii) Governors).
I. The provisions set out below in this Section shail apply exclusively to this Section.

1. Candidates for the office of Director shall be nominated by Section B (ii) Governor~
provided that a Governor may nominate only one person. The election of Directors shall b
·
by ballot of Section B (ii) Governors.
3. Each Governor eligible to vote shall cast for one person all of the votes to which tht
member appointing him or her is entitled under paragraphs I and 2 of Article Z9 of thi!
Agreement.
4. Subject to paragraph 10 of this Section, the 4 persons rece1v1ng t~e highest number oi
votes shall be Directors. e:~tcept that no person who receives less than 20 ..5 per cent of the
votes which can be cast (eligible votes) in Section 8 (ii) shall be considered elected.
5. Subject to paragraph 10 of this Section, if 4 persons are not elected on the first ballot, a
second ballot shall be held in which. unless there were no more than 4 candidates, the person
who received the lowest number of votes in the first ballot shall be ineligible for election and
in which there shall vote only :
(a) those Governors who voted in the first ballot for a person not elected and
(b) those Governors whose votes for a person elected are deemed under paragraphs 6 and 7
below of this Section to have raised the votes cast for that person above 21 ..5 per cent of the
eligible votes.
6. In determining whether the votes cast by a Governor are deemed to have raised the total
votes cast for any penon above 21.5 per cent of the eligible votes, the 21.5 per cent shall be
deemed to include. first, the votes of the Governor castina the largest number of votes for
such person, then the votes of the Governor castina the next largest number and so on, until
21 ..5 per cent is reached.
7. Any Governor. pan of whose votes must be counted in order to raise the total of votes
cast for any person above 20 ..5 per cent shall be considered as castina all of his or her votes
for such penon. even if the total votes for such person thereby exceed 21 ..5 per cent and
shall DOl be eliaible to vote in a further ballot.

I. Subject to paraaraph 10 of this Section, if, after the second ballot, 4 persons have not been
elected. funller ballots shall be held in conformity with the principles and procedures laid
doW'II ia this Seclion. until 4 persons have been elected, provided that. if at any stage 3
persons are elected, notwithstanding the provisions of paraaraph 4 of this Section, the 4 th
may be elected by a simple majority of the remainina votes cast.
9. In the case of an increaSe or decrease in the number of Directors to be elected by Section
8 (ii) Governors. the minimum and maximum percentaaes specified in paraaraphs 4, S. 6 and
7 of this Section shall be appropriately adjusted by the Board of Governors.
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10. So long as any Signatory, or group of Signatories. whose share of t.he total amount of
capital subscriptions provided in Annex A is more than 2.8 per cent. has not deposited its
instrument or their instruments of ratification, approval or acceptance. there shall be no
election for one Director in respect of e:1ch such Signatory or group of Signatories. The
Governor or Governors representing such a Signatory or group of Signatories shall elect a
Director in respect of each Signatory or group of Signatories. immediately after the Signatory
becomes a member or the group of Signatories become members. Such Director shall be
deemed to have been elected by the Board of Governors at its inaugural meeting. in
accordance with paragraph 3 of Article 26 of this Agreement, if he or she is elected during
the period in which the first Board of Directors shall hold office.

Section 8 (iii) : Election of Directors by Gol'ernors representing those countries listed in
Annex A as Non-European Countries (hereinafter referred to as Section 8 (iii) Gol'ernors).

l . The provisions set out below in this ·section shall apply exclusively to this Section.
:. Candidates for the office of Director shall be nominated by Section 8 (iii) Governors.
provided that a Governor may nominate only one person. The election of Directors shall be
by ballot of Section 8 (iii) Governors.
3. Each Governor eligible to vote shall cast for one person all of the votes to which the
member appointing him or her is entitled under paragraphs I and 2 of Article 29 of this
Agreement.
4. Subject to paragraph 10 of this Section. the 4 persons rece1v1ng the highest number of
votes shall be Directors. except that no person who receives less than 8 per cent of the total
of the votes which can be cast (eligible votes) in Section 8 (iii) shall be considered elected.

S. Subject to paragraph 10 of this Section. if 4 persons are not elected on the first ballot, a
second ballot shall be held in which, unless there were no more than 4 candidates. the person
who received the lowest number of votes in the first ballot shall be ineligible for election and
in which there shall vote only :
i

(a) those Governors who voted in the first ballot for a person not elected and
(b) those Governors whose votes for a person elected are deemed under paragraphs 6 and 7
below of this Section to have raised the votes cast for that person above 9 per cent of the
eligible votes.
6. In determining whether the votes cast by a Governor are· deemed to have raised the total
votes cast for any person above 9 per cent of the eligible votes, the 9 per cent shall be
deemed to include. first. the votes of the Governor casting the largest number of votes for
such person. then the votes of the Governor casting the next largest number and so on. until
9 per cent is reached.
7. Any Governor, pan of whose votes must be counted in order to raise the total of votes
cut for IUly penon above 8 per cent shall be considered as castins all of his or her votes
for sucb penon, even if the total votes for such person thereby exceed 9 per cent and shall
not be eUaible to vote in a further ballot.

a. Subject to parqraph

10 of this Section, if, after the second ballot, 4 persons have not been
elected. further ballots shall be held in conformity with the principles and procedures laid
down in this SectioD, until 4 persons have been elected, provided that, if at any stage 3
persons are elected, notwithstandina the provisions of paraaraph 4 of this Section, the 4 th
may be elected by a simple majority of the remaining votes cast.

9. In the case of an increase or decrease In the number of Directors to be elected by Section
B (iii) Governors. the minimum and maximum percentages specified in paragraphs 4, S, 6
and 7 of this Section shall be appropriately adjusted by the Board of Governors.

10. So long as any Signatory, or group of Signatories, whose share of the total. amount ol
capital subscriptions provided in Annex A is more than S per cent, has not deposited ics
instrument or their instruments of ratification. approval or acceptance, there shall be no
election for one Director in respect of each such Signatory or group of Signatories. The
Governor or Governors representing such a Signatory or group of Signatories shall elect 1
Director in respect of each Signatory or group of Signatories, immediately after the Signatory
becomes a member or the group of Signatories become members. Such Director shall be
deemed to have been elected by the Board of Governors at its inaugural meetina. in
accordance with paragraph 3 of Article 26 of this Agreement, if he or she is elected during
the period in which the first Board of Directors shall hold office.

SectloD C : ARRANGEMENTS FOR THE ELECTION OF DIRECTORS REPRESENTING
COUNTRIES NOT LISTED IN ANNEX A.

rf the Board of Governors decides, in accordance with paragraph_ 3 of Article 26 of
this Agreement, to increase or decrease the size, or revise the composition, of the Board of·
Directors. in order to take into account changes in the number of members of the Bank, the
Board of Governors shall first consider whether any amendments are required to this Annex,
and may make any such amendments as it deems necessary as part of such decision.

Section 0 : ASSIGNMENT OF VOTES.
Any Governor who does not participate in voting for the election or whose vote
does not contribute to the election of a Director under Section A or Section B (i) or Section B
( ii) or Section 8 (iii) of this Annex may assign the votes to which he or she is entitled to an
elected Director, provided that such Governor shall first have obtained the aareement of all
those Governors who have elected that Director to such assignment.
A decision by any Governor not to panicipate in votina for the election of a
Director shall not affect the calculation of the eliaible votes to be made under Section A,
Section B (i), Section B (ii) or Section B (iii) of this Annex.

;.:

FOR THE GOVERNMENT OF AUSTRALIA
POUR LE GOUVERNEMENT D'AUSTRALIE
FOR DIE REGIERUNG AUSTRALIENS
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FOR THE GOVERNMENT OF THE REPUBLIC OF AUSTRIA
POUR LE GOUVERNEMENT DE LA REPUBLIQUE D'AUTRICHE
FOR DIE REGIERUNG DER REPUBLIK 0STERREICHS
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FOR THE GOVERN.MENT OF THE KINGDOI\1 OF BELGIUM
POUR LE GOUVERNEMENT DU ROYAUl\IE DE BELGIQUE
FOR DIE REGIERUNG DES KONIGREICHS BELGIENS
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