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Institution:

Location:

Size:

Capital:

Purpoée:

Source of Funds:

Management Structure:

Management of Funds:

Portfolio:

Capital Structure:

Income:

Saudi Development Fund

Riyadh, Saudi Arabia

SR 10 billion (Saudi Riyals)

Established in September 1974, the SDF participates in
financing development projects in the developing states
by providing loans.

Believed to be direct contribution from Szudi Arabian
revenues.

The Fund is managed by a six man Board of Directors
comprised of a Deputy Chairman, the Minister of
Finance and National Economy, and four other members
selected for three year terms of office by the Council

of Ministers. '

Internal

The Fund will grant loans to projects of economic or
social benefit to the recipient state on the condition

that the loan is repaid in Saudi Riyals and that any one
loan does not exceed 5% of the Fund's capitalor 50% of

the overall cost of the project being financed. In addition,
any one country may not be extended loans totalling more
than 10% of the Fund's capital. To date the Fund has
extended more than fifty loans to a large cross-section

of developing countries including Indonesia, Egypt,

North Yemen, People's Republic of Congo and Niger,

N.A,

Believed to be retained.




SAUDI DEVELOPMENT FUND

Established Geptember 1974.




Saudi Development Fund,
P.0. Box 5711,

Riyadh.

SAUDI ARABIA.

Telephone number: 21045

Managing director: Mahsoun Jalal.

Capital:
Authorised SR 10,000,000,000.




The Saudl Development Fund was set up under Royal Decree No.M/48

of 14 Sha'ban 1394(September 1st 1974) capitalised at SR 10 billion.

The Fund is managed by a six man Board of Directors and comprising
a Deputy Chairman, the Minister of Finance and National Economy,
and four other members selected for three year terms of office.

by the Council of Ministers.

The Fund will grant loans to projects of economic or social benefit
to the recipient state on the condition that the loan is repaid
in Saudi riyals and that any one loan does not exceed 5% of the .

Fund's capital or 50¥ of the overall cost of the project being .

financed.

In addition any one country may not be extended loans totalling more

than 10% of the Fund's capital.

To date the Fund has already extended more than fifty loans to
a -large selection of developing countries that include Indonesia,

Egypt, Noth Yemen, Peoples Congo, Niger etc.




STATUTES OF 'THE SAUDI DEVELOPMENT FUND

(The [ollowing is a translation from the original arabic text of the statutes of the
newly-created Saudi Development Fund, as published in the 20 Scptember 1974 jssue of the Sauv-li

official gazette Umm al-Qura)

Article 1

There shall be established in accordance with these statutes'a public organizalion called
"The Saudi Development Fund, " headquartered in the city of Riyadh, which shall enjoy corporate
status and financial independence and shall participate in financing development projects in the
developing states by providing loans to such states.

Article 2

The capital of the Fund shall be fixed at SR 10,000 million* half of which will be covered
during the next three years in acco* dance with the budget allocations, and the remainder will be
covered thereafter in accordance with the amounts specificd in the State's General Budget each

year,

The Fund's capital may be increased by a decision of the Council of Ministers.

The Fund shall be administered by a Boavd of Directors, under the chairmanship of the
Minister of Finance and National Economy, and composed of the following members:

(a) Deputy Chairman and Managing Director, who shall be appointed by a decision of the Council
of Ministers upon the proposal of the Minister of Finance and National Economy. The decision
shall also determine his remuncration and stipulate the conditions of his employment and

tormination,

(b) Four other members with expertise and speclalized qualifications whose selcction will be
made by a decision ol the Council of Ministers upon the proposal of the Minister of Finance
and National Economy. The perlod of office of the aforementioned members shall be for three
years, and it shall always be possible to roselect them following the expiry of thelr term of
office, .

The Board of Directora shall meet at the invitation of the Chairman or Neputy Chairman,
whenever the need arises, and a quorum shall be constituted by the attendance of the majority ol

the members,

Without prejudice to any particular provision, the Board's decisions shall become ef-
fective by the npproval ol a simple majority of the members present; and In event of a tie, the
view of the side which includes the Chairman shall prevail, !

*1USS$=8SRJ 55

(v)

>




Article 4

The Board of Directors of the Fund is the authority that controls the Fund's affairs and
carries out its business, and for this purpose the Board shall: 3

(1) Approve the regulations and conditions for granting and recovering loans in accordance with
the provisions of these statutes,

(2) Approve the granting of loans for projects which the Board seces fit to finance,
(3) Approve the investment of the Fund's unutilized monies in various investment [ields,
(4) Approve the Fund's employees' regulations in agreement with the General Employees Burcau,
(5) Approve the Fund's administrative and financial regulations.
(6) Approve the Fund's administrative and general draft budgets and closed accounts.
Article 5

The Deputy Chairmo 1 and Managing Dircctor shall be responsible for the exccutive
management of the Fund and shall represent it in the courts and in its relations with other parties,
He shall also be responsible f)r the implementation of the decisions of the Board of Directors,

The Fund, prior to the granting of a loan, must investigale the loan's profitability and
repayment guarantces taking into consideration the following:

(a) The financlal capacity of the state requesting the loan as vegards the size of the loan and the
adequacy of the economic and [inancial resources available for its repayment,

(b) The importance of the project for which the loan is to be obtained, its priority rating with
regard to other projects, and the extent to which it complements the other economic facilitles

of the borrowing state,

The adequacy of the feasibility and evaluation studies for the project from the economic and
technical points of view.

The avallubllity of the [unds necessary (or the implementation of the project in the borrowing
state In addition to the amount of the loan,

Article 7

The Fund shall grant loans subject to the [ollowing conditions:

That the economic or social benelits for the borrowing country of the project to be financed
shall be established by the Fund.,

(vi)




That the loan shall be paid out and repaid in Saudi Riyals,

(c) That the amount of the loan for any project shall not exceed five percent of the Fund's capital
or 50 percent of the total cost of the project for which the loan is being granted,

(d) That the total amount of loans granted to any country at any one time shall not exceed 10 per-
cent of the Fund's capital, '

The Council of Ministers, upon the recommendation of the Board of Directors and the
proposal of the Minister of Finance and National Economy, may waive any one of these conditions
whenever there is justification for so doing.

Article 8

All loan agreements concluded by the Fund with a recipient country should prm‘ride for
the following:

() The whole amount of the loan shall be allocated to the project for which the loan is being
made, and the Fund shall be advised how the sum is being spent and being coordinated with
the other sources of finance.

All information and facilities requested by the Fund regarding the progress of work on the
project for which the loan has been granted shall be made available from the date of the
signature of the contract until the loan has been fully repald, '

Every [acility shall be accorded to employces who are assigned duties by the Fund in connec-
tion with the loan in the recipient country, together with immunities similar to those of diplo-
matic misslons.

All the Fund's financial activities in the recipient country shall be facilitated, Also the loan
and assots of the Fund in the sald country shall be exempted from all direct and indirect re-
strictions related to controls on the transfer of funds, currencles and cheques, to the extent
of the value of the loan,

All-the Fund's transactions and income in the recipient country shall be exempted [rom all
taxes, fees and duties In whatever form.

All the assets of the Fund in the recipient country, regardlc  of their nature, shall be im-
mune from all kinds of expropriation, nationalization or seq sstration as well as selzure or
attachment,

All the documents, “records and correspondence of the Fund shall be treated as confidential,
and total immunity shall be accorded to the Fund in the recipient country in respect of censor-
ship and inspection of publications,

Article 9

The Fund may, as it deems [it, roguest [rom the borrower adequate guarantees for the

(vii)




Article 10

Without prejudice to the rights of the Fund in respect of the loan agreem ent, principles
of public law or international practice, the Fund may - in the event that th: ~ecipient state violates
any of the obligations stipulated in the loan agrecment ~ suspend payment 1 the outstanding instal-
Iments of the loan, consider that the installments already paid are due fc  repayment with imme-
diate effect, and recover such sums together with all costs specified in  :loan agreement with-
out notice or warning or resort to legal action,

Article 11

The financial year of the Fund is the State's fiscal year, and at the end of each financial
year the Minister of Finance and National Economy shall submit to ti . Council of Ministers:

(a) A detailed annual report on the Fund's activities which shall incluue a comprehensive review
of the Fund's operations during the year and plans for the following year, '

(b) The Fund's general budget and closed accounts,
Article 12

Without prejudice to the authority of the Comptroller General of State Accounts, the
Board of Directors of the Fund may appoint one or more auditors or licensed accountants,
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Institution:
Location:
Size:

Purpose:

Source of Funds;

Management Structure:

Management of Fund:

Portfolio:

Arab Bank for Ecoﬁomic Development in Africa

Khartoum, Sudan
Authorized and subscribed capital: U. S. $231 million

Established in 1974 under aegis of Saudi Arabia and
League of Arab States. Operations commenced in 1975.
Membership consists of 18 Arab states which have
contributed from U, S. $50 million (Saudi Arabia) to

U. S. $1 million (Jordan, Bahrain, Sudan, Syria, Egypt,
Mauritania, Palestine) to initial capital. Purpose is
threefold: (1) assist in financing economic development

in African countries; (2) stimulate the contribution of Arab
capital to African development; (3) help provide techhical
assistance required by Africa's economic development.

Anticipated to be capital subscriptions by member states,
plus borrowings (up to a limit of 2x paid in capital and
reserves), deposits and retained earnings. Special funds
also authorized,

Board of Governors (one from each member country)
oversees general operations and policies. Initiation and
implementation of policies and direction of management
via Board of Directors (12, based on share ownership)

through President (Chairman of Board of Directors) and
staff.

Internal policies prohibit disbursement of funds without
prior proevision for supervision of related project by
bank staff,

Operations of bank may take the form of (1) loans and
guarantees granted to development financing institutions;
(2) participation in financing of major economic projects,
especially agriculture and industry, to make up any deficit
from external sources of financing; (3) technical and
financial assistance aimed at identifying and structuring
economic development projects, especially Afro-Arab
projects; (4) technical and financial aid with respect to
technological development. Eligible recipients limited
to (1) African governments and agencies; (2) public and
private companies, organizations and projects in African




Portfolio:
(cont'd.)

Capital Structure:

Income:

countries, majority owned by Aftrican governmerts or
citizens; (3) mixed, African or Afro-Arab economic
development companies. Present portfolio believed .0
consist of 20-25 lcans in 20 African states. Maximum
participation by Bank in any one project to be lesser of
U. S. $10 million or 50%; term of loans to vary based on
project; and interest charges to vary from 1% to 6%. All
loans and investments must be guaranteed.

See ""Source of Funds'' above.

Allocated to reserves or members' capital accounts by
Board of Governors.

[



ARAB BANK FOR ECONOMIC DEVELOPMENT IN

AFRICA.

Established TFebruary 1974.




-

Arab Bank for Economic Development in Africa,

Baladia Road,

P.0. Box 2640,

Khartoum.

SUDAN.

Telephone numbers: 73645-7.

Telex number: KM 248.

——

Directors: Dr. Shazali Al Ayari (Chairman) r
There are eleven other directors eéch of
whom under Article 22 of the 'General
Agreement' is entitled to hoid the coffice

for a period of four years renewable.

Authorised capital: @ 251 million - to be increased.
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GENERAL AGREEMENT
establishing the
ARAB BANK FOR ECONOMIC
DEVELOPMENT IN AFRICA
(A.B.E.D.LLA.)

THE GOVERNMENTS of the Arab League States on who-
se behalf this Agreement is signed,

Believing in the need to strengthen the ties belween
African States and the Arob Nction,

Seeking to further the economis development of African
countries within o framework of solidarity and mutuaol

interest,

Recognizing that coordinated efforts aimed at bringing
abeut the economic independence of African countries arz
a crucial foctor in achieving our national goals,

Seeking to give African-Arab solidarity a concrete and
efficient shape, based on equality and friendship,

Being convinced that the establishment of a financial
institution to support the economic development require-
ments of African couniries constitues a mojor siep lo-
wards stimulating Arab-African cooperation, and

Pursuant to the decisions of the Vith Arab Summit of
Algiers, taken at its session of 26th November 1973, and
to the recommendaotions mode by the Economic Council
ot its session af 5th December 1973,

AGREE AS FOLLOWS :
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Chapter |
GENERAL PROVISIONS

Article One : FORMATION OF THE BANK

An Arab financial institution is hereby established. Its
nome shall be ; ]

THE ARAB BANK FOR ECONOMIC DEVELOPMENT IN
AFRICA
(hereinofter caolled « The Bank » )

Article 2 : PRINCIPAL OFFICE

The principal ofiice of the Bank shall be ot Khartoum.

The Bank miy establish subsidiaries, branches or offices
in member countries or in any other country, os its ope-
rations may require.

Arlicie 3 : LEGAL STATUS

. The Bank is an independent internationn! instizution
enjoying full internationa! legal status and complete
autonomy in administrative and finoncial matters.

Il. The Bank is governed by the provisions of this Agree-
ment and the principles of internationa! lavy.

Article 4 : PURPOSE AND FUNCTIONS

The purpose of the Bank is 1o foster economic, financiol
and technical cooperation between African countries ond
countries in the Arab world. In corrying cut this purpose,
the Bank shall .

l. Assist in financing economic development in African
countries,

Il. Stimulate the contribution of Arab capital ta Alrican
development.

ll. Help provide the technical assistonce required fo:
Africa's development,

Article 5 : MEMBERSHIP
I. The slates on whose behalf this Agreement is signed
are original members of the Bank. ;

*

oo i =

Il. Any Arab state is entitled to become o parly to t
Agreement establishing the Bank by sending a noli
to that effect in writing to :he Secretary General of |
Leogue of Arab states. The Secretary General sh
notify member countries and the Chairman of the Boct
of Directors of the Bank of such membership insi
ment.

lll. No member shall be liable, by reason of its memb:

ship, for obligations cf the Bank, except within 1

- limits prov.ded in this Agreement. Nevertheless, ea

member’'s liability extencs to tho! portion of its sut
cription that has not been paid in. ¢

Chapter I
FINANCIAL RESOURCES

Article 6 : SUBSCRIBED CAPITAL

I. The capital stock of the Bank, os initially subscribe
shall be Two Hundred ond Thirty One Million US Dt
lars, divided into Two Thousand Three Hundred o:
Ten registered shares, having a par value of One Hu
dred Thousand US Dollars each, to be allocated in o
cordance with the Subscription List ottached herel

Il. The price of the shares subscribed by members shc
be payable in four equal successive installments. Eac
member bourd by this Agreement shall pay the amou:

. of the first [astaliment into the account of the Bar,
opened with the porty designated ot the first nicet n
of the Board of Governors, within thirty days from 4
date the Boord of Governors shall have made such de
signation,

Those countries that have deposited their ratificatio
instruments ofter the effective dale of this / qrecmer
shall moke payment within thirty days from the depc
siting of such instruments, Subsequent installment
shall be poid into the Bank's account opened with thi
parly designated by the Board of Directors. The capite
shall be fully paid up within o period not exceeding twe
years after the effective date of this Agreement,

ll. No less than Ten Shares may be subscribed.

IV. The amount of installments due shall be paid in Unitec
States dollars.

o i




Article 7 : TRANSFERS OF SHARES

Shares shall be transferable only to the Bank, in accor-
dance with the provisions of Article 43 In respect of with-
. drawals, ‘

Article 8 : INCREASE OF CAPITAL

l. The capital of the Bank shall be increased by the
amount of the subscriptions of new members or by the
amount of additiona! subscriptions by any member, in
addition to such member's initial subscription.,

Il. The amount of capital stock may be increased as re-
Quired by a decision of the Board of Governors taken
by o three-fourths majority of the total voting power.
Such increase shall be binding upon all members that
hove agreed thereto.

lll. In the event of an increase of capital stock as provided
in the two preceding paragraphs, the Bank's financial
manogement procedures shall est“blish the criteria to
be used In determining the amouny " be paid by each

. member in consideration for its suvL-. cription for new
shares.

Article 9 : BORROWING

I. The Bank shall endeavour to increose its resources by
borrowing, obtaining sureties and long ond medium
term deposits, issuing securities in national and inter-
national financial morkets, at such times as It can start
this type of transaction without ieopardizing either Its
solvability or its purpose and function with regard to
development financing.

Il. The Bonk shall always secure the prior approval of any
counlry in whose territory the Bank proposes to oblaln
additional financing.

. The aggregate omount of funds borrowed by the Bank
sh1ll not at any given time exceed Two Hundred per-
cent of the sum of pald-In caplital plus reserves, except
0s the Boord of Governors moy otherwise expressly
resolve, This limitation is not applicable to deposits,

t
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Chapter Il
OPERATIONS

Article 10 : OPERATIONAL PRINCIPLES

The operations of the Bank shall be conducted in oc

cordance with the following principles :

I. The Bank may not take part in any operation whlol
soever that is contrary to, or likely to restrict or modify
its purpose or functions.,

Il. The Bank may not undertake aony operation in an Afri

.y wis IE - g b rrme ~lhiants ¢ i
Can country it thc Sountry concerngd chizoie to it

Ill. The Bonk sholl apply generally accepted principles fo

development financing on fovourable terms withou
leopardizing its overall solvability.

IV. The Bank sholl undertake its financing operations upor

such terms 2z are deemed oppropriate to the nalurc
and circumstonces of each operotion.

When determining the conditions governing ils oclivi-
ties in the less developed African countries, the Bank
shall toke into consideration the general situation of
those countries, as well as their requirements for tinan-
cing on more favourable terms.

. In its financing operations, the Bank shall take into
consideration the ability of the recipient, or, as the case
may be, of the recipient’s guarantor to fulfill its obli-
gations,

. The Bank shall take any ond all steps necessary to
ensure that the loans mode are used exclusively for
the purpose for which they were made available, duc
regard being poid to economy considerations in cosls
and to efficieny considerations in implementation.

VII. Any loan granted by the Bank to provide linance lor a

particular project shall be subject to international bid
procedures in African and Arab countries for the pro-
curement of goods and services produced in those
countries.

The Board of Directors may, whenever it deems il ox-
pedient, authggize the purchase of goods ond services
from any other country. Similarly, it may waive the in-
ternational bid requirement.

il o




Article 11 : FORMS OF OPERATIONS

The Bank shall conduct its operations in such form or
forms as the Board -of Directors may deem appropriate to
the purpose of the Bank.

Priority shall be given to the following operations :

l. Loans and sureties granted ta development financing
institutions of a local, mixed or regional nature.

IIl. Participation in the financing of major economic pro-
jects, especially in industry a~ " agriculture, in order to
moke up any deficit from ex-. nal sources of financing

lll. Technical and financic! ossistance aimed at identifying
opportunities conduc'te to economic development,
preparing reloted progremmes and projects, drawing
up their financing schedules and ensuring that they
are implemented, especially as concerns Arab-African
joint ventures.

IV. Technical and financial aid neccessary to acquire mo-
dern production techniques and know-how.

Article 12 : RECIPIENTS

The parties that may take advontage of the Bank's ope-
rations pursuant to this Agreement are as follows :

l. The Government of Africon countries, including any
province, agency or organization thereof.

Il. Public or private companies, organizations and pro-
lects carrying out their business in African countries
and In whose capital the governments or citizens of
those countries have a majority holding.

lIl. Mixed, African or Arab-Africon componies whose pur-
pose Is ecconomic development and that need financing
for a specific project.

Article 13 : SPECIAL FUNDS

I. The Bank may undertoke the management of any fi-
nancial resources whose utilisation is compatible with
Its purpose and functions.

Il. Such resources shall constitue speclal funds that are
distinct from other accounts of the Bank.

Sl e

IIl. The Board of Directors oi the Bank shall establish the
prezedures or: maxke the recommendations necessary
for the manogement of such funds.

Article 14 : IMPLEMENTATION OF QPERATIONS

I. The Bank shall conducl it ogerations in accordance
with such condiucns as the Bogrd of Directors may
CEECM Oppropriaie G €0Ch ¢3sg, in £ach manner that
no pioject shali receive financing until it has been re-
viewed ond its plan of operation has besn completed
and untl! its imzoitance for ths national economy of
Lhe recinient countiy Las been denionstroied,

Tha Beora o) Dicetorl ohzl gztablish the necessory

ru‘es and regulations for cach type of operation under
token by lhe Bunk.

Articte 15 : LIGUID ASCETS

The Bank shal, investils liquid asséts in finance bills
and boanks doposits, nursuant to a cecision taken hy the
Board of Direstors. Such investmicnis zhall, tq the extent
possible, be madz in Arab ciid African countrlr‘:s:b_duc re-
gard being puid to safely, liquidily, convertibiiity and

diversification stondaras ond 16 the best returns obtoino-
ble.
Arlicle 6 : LIMITATIONS ON FINANCIAL OPERATIONS

The Board of Direciors chall establizh the rules for the
maximem emount of loans and guarcp:ees granled. at
any given tiiz, as vell as the rules icr the maximum level
of each individual financing granted, due regard being polq
to the situation of the Bank's resources and 1o the requi-

rements of its solvability.

Chapter IV
THE GOARD Ch GOVERNORS

Article 17 : COMPOSITION

Each member of the Banik shall appoint a Governor ond

Alternate Governor to oct as s representalive on the
poard ol Goverrors., No Aiternute GCavernor may vole ex-
cept In the absence of his principal.

it )
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Article 18 : POWERS

I. All the powers of the Bank shall be vested in the Board
of Governors.

Il. The Board of Governors shall give the Board of Direc-
tors ony-and all dirsctions relative to the general policy
of the Bank. The Eoard of Governors may delegate to
the Board of Directors authority to exercices any of Its
powers, except the power to :

_ 0) increase the rapital stock of the Bank pursuant to
Paragraph (ll), Article 8

b) appoint the Chairman of the Board of Directors and
President of the Bank

c) approve the Bank's financial management! proce-
dures ne nronceed by ths Board of Direclors

d) dppoint ouditors for the Bonk, and determine the
amount of their compensation

e) approve the budget of the Bank and its operating
accounts, after having taken cognizance of the
Board of Directors’ reports and the Auditors' report

f) allocate the net income for the financial year

g) interpret and amend the provisions of this Agree-
ment .

h) suspend o member

i) decide to suspend permanently the operations of the
Bank and to distribute its ossets,

Il The Boord of Governors shall keep the right to exercise
all the powers it shall have delegated to the Board of
Directors under the preceding paragraph.

Article 19 : MEETINGS

I. The Board of Governors shall hold an onnual meeting
and such other meetings as it may decide to hold or
as called by the Board of Directors, The Board of DI-
rectors shall call a meeting of the Board of Governors
whenever five of the members of the Bank shall so re-
quest,

Il. A quorum for any meeting of the Board of Governors
shall be a mojority of members exercising not less than
two-thirds of the total voting power.
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lll. At its annual meeting, the 'Board of Governors shall
select one of the Governors as Chairman of the Board
of Governors, The Chairman so selected shall hold of-
fice until his successor has been elected.

IIV. The Board of Governors may by regulation establish
a procedure whereby the Boord of Directors, when it
deems it desirable, may obtain a vote of the Governors
on a specific question without calling a meeting of the
Board of Governors.

V. The Secretary General of the League of Arab States

shall, as an observer, cttend the meetings.of the Board
of Governors,
The Secretary General or his delegote shall have the
right to paorticipate in the debates of the Board of Go-
vernors but shall not vote at such meetings. All deci-
sions of the Board of Governors shall be niotified to the
Secretary General,

VI The Secretary General of the Organization for African
Unity shall attend, as an observer, the meetings of the
Board of Governors.

He or his delegate shall be entitled to participate in the
debates of the Board of Governors but shall not vote

at such meetings.

Article 20 : VOTING

I. During voting at the Board of Governors, each mem-
ber shall hove two hundred votes in its own right plus
one odditional vote for each share of stock held,

ll. Each Governor, or Alternate Governor (in the event
of the absence of the former), shall be entitled to cast
the number of votes which the member by which he
was so appointed is entitled to cast.

lll. Except as otherwise expressly provided in this Agree-
ment, all matters before the Board of Governors sha'i
be decided by a majority of the votes represented at
the meeting.

Chapter V
THE BOARD OF DIRECTOR3S
Arlicle 21 : COMPOSITION

l. The management of the business of the Bank shall be

goon. Y vt
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vested in a Board of Directors composed of one Chalr-
man and 11 Directors. .

Il. Any membyr holding two undred shares or more has
one seat or. the Board of Directors. The other mem-
bers of the Bunk shall, according to their voting power
in the Board o/ Governors, jointly select the remaining
Directors,

ll. Any Bank member not represented on the Board of
Directcre shall hove the right to delegote o representa-
tive to attend meetings of he Board of Directors and
participate in such meeting without I eing entitled to
vote thereat.

IV. In the event of the absence of their Chairman, the Di-
rectors shail ceiect one ¢f their numb ir 10 presid: over
the meeting.

Article 22 : TERM OF OFFICE OF THE DIRECTORS

I. Directors shall ho'd office for o lerm of four vears re-
newabie.
Directors shal! continue in office until their successors
ave duly essumed office.
Il. The Bank k3! Lear the costs necessary for the por-
ticipation of the Directors and Auditors in the meetings
of the Boord.
Arlicie 23 : VACAMCY OF A DIRECTORS'S OFFICE

It o seat on the Boord of Directors becomes available
lor usa by those counltries whose individua!l capilzl stonk
holaing is less than two hundred shares. the condidale
who shall have received the largest number of votes o}
the e.eclion of the representatives of those countries shall
occupy eaid seat. Shou!d there be no such candidate, the
countries referred to above shall designate o represenia-
live 1o cccupy the vacant seat.
A Dircctor thot is appointed to replace another shall hold
office only for the remainder of the term of his, prede-
cessor,

Arlicie 24 ;. MEETINGS

I. Mee'ings of the Board of Directors shall be h=!d at the
principal office of the Bank or ot ony other lozation
that the Board of Directors may designate,

Il The Beard of Direz'ors shall meet every four months or
whenever the business of the Bank may so require.
Meetings of the Boord shall be convened by its Chair-

*
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man or by two Direclors.
Ill. A quorum shall be ¢ mojority of the Direclors.

Article 25 : POWERS

Ail the powers necessory to condusl the business and
affoirs of the Bank, except such powers aos are re-
served for the Board of Governors, shall be vested in the
Board of Direclors.

The powers of tlie Board of Directors inc'ude the follo-
wing : v
I. To lay down the genera! palicy of the Bank and foilow
-up its impiementation, pursuant to the provisians of this
Agreement and to the directions of the Soard o! Go-
verners.

Il. To estoblish stondords ond rules ond ocop! measures
necessary to the smooih funclicning of the business ol
the Eank, due regard being given to gconomy congdu-
rations in expandiiures and clficiency considerations
in implementation.

lll. To develop o plan of operations identifying the level
cf transoctions and ihe procedures 1o be fo'lowed.

W TOLSRTOVE 1008 o aniciaias -+anted by ihe Bank.

V. To take decisicns relsting to torrowing ‘' nd the issu-
ance of securities.

VI. To prepare the n.eetings of the Board of Governors
and the documents to be submitled to it inciuding an
annual report on the activity of the Bank.

VIl. To estub.ish branchas, subsidiaires and oifices of the
Bank, as required by the business of the Bank.

Article 26 : DECISIONS

l. The decisions of the Board of Directors shall be token
Ly a majority of the members presenl, except os olher-
wise. provided in this Agreement. Each member shall
have one vote oniy.

Il. The Chairman of the Board of Directors shail have no
voie, except o deciding voie in case of an equal divi-
sion.

L




Chapter VI
OFFICERS AND STAFF

Article 27 : THE PRESIDENT OF THE BANK

|. The Choirman of the Board of Directors shall be the
President of the Bank.
He shall be appointed for 2 period of five years rene-
wabie. He shall hold office until his successor duly
takes over,

Il. The President shall be the chief of the operating staff
of the Bank. Under the direction of the Board of Direc-
tors, he shall conduct the ordinary business of the
Bank.

The President shall be responsible for the organization,
appointment and dismissal of the operating staff, in
accordance Wi wie revunnnenuuuolls 100t the Board
of Directors moy maKe in this respect.

lll. The President shall .be the legal representative of the
Bank.

Article 28 : VICE-PRESIDENTS

l. The Board of Directors shall have the power, on the re-
commendation of the President, to appoint vice-presi-
dents who are not directors. The Board of Directors
shall determine the powers and duties of each such
vice-president.

Il. Vice-presidents may participate in the meetings of the
Board of Directors but shall not vote at such meetings.

Article 25 ; OFFICERS AND STAFF
Sub.ect to the paramount importance of securing tha
highest standards of efficiency and of technical com-
petence. due regord shall he paid, in appointing the
officers and staff of the Bank, to the importance of
making maximum use of Arab and African capabilities,
on as wide a geographical basis as possible.

Article 30 : INTERNATIONAL STATUS OF OFFICERS AND
STAFF

I. The officers ond staff, in the discharge of their offices

owe their duty entirely to the Bank and to no olhar ou-

thority. They shali refrain from any act thet Is contrary

to the international nature of their duties or to their
independence.

*
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Il. Each member of the Bank shall respect the internatio-
nal character of this duty and shall refrain fram all at-
temps to influence any of them in the discharge of
their duties.

Article 31 : SALARIES AND COMPENSATION

When establishing the level of the salaries ond com-
pensation for the personnel of the Bank, the Board of Di-
rectors shall pay due regard to the need for the Bank to
attract the personnel it requires.

Chapter VII
FINANCIAL PROVISIONS

Article 32 : FINANCIAL YEAR

The finoncial year shall start on the first of Januory
and end on the thirty first of December of each calendar
year.

The Board of Directors shall determine the duration of
the first financial period.

Article 33 : OPERATING BUDGET

The President sholl submit to the Board of Directors,
not loter than 30 th September of each year, estimotes of
the operating accounts for the next financial period.

Article 34 : ANNUAL ACCOUNTS AND REPORTS

l. The President shall cause to be kept true books of
account foithfuliy reflecting the f'iancial position of
the Bank and showing its operatio 3 in detail.

Il. The Board of Directors shall submit to the annual
meeting of the Boord of Governors an annual report
containing an audited stotement of the Bank's ac-
counts, including @ summary statement of its general
budget, a statement of the origin and utilization of its
resources and a profit and loss account. The Board
of Directors shall determine the form of these state-
ments and the extent of detail in eoch such statement.
A copy of this report shall be sent to the Secretary
General of the League of Arab States for submission
to the appropriate bodies of the League.

- 15—
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Article 35 : AUDITING

The Bonk's accounts shall be audited by a reputub!a
firm cf guditois to be cesignated onnually by the chrd
of Governors.
Article &8 : PROFITS AND RESERVES

i's ghaii endation

The Board of Governors £hail, on t'he recommen
o! the Board of Direclors, ailorata the Eank's net ear-
ningé- by transferring them to reserves, or integratig :lheETI
into the capilal occelint propoitionately {o e;rch me'n“.aer s
stockholding, or in any ciher manner conducive 1o the pur-
poses of the Bonlk.

Chapter VIII
IMMUNITIEE AND PRIVILEGES
Article 37 : [IMWV:UNITY OF THE BANK'S ASSETS

The Bank, its funcz, progeriy und cssels shoi.l be."""
mune, in the territories of iz mesmbers, from nchongaza-
tion, oitochment, exprogriatios, szsizurs, s:-:ar;h_ nnd uny
other form of enforcement as ¢ :esult of a decision by the
exccutive or iudicial nowese, |

The funde cf e Bank sha! be free from ory foreign
exchange contros.

The immunities cet forth above sha!l be equoliv ap-
plicabie to the deposiis cf the Bonk.

Article 38 : IMMNMUNITY OF ARCHIVES
The archives of the Bank shall be inviolgbie.

Articie 39 : IMMUNITY AND FRIVILEGE FOR
COMMUNICATIOHNS
The communications of the Sonk shal! enjoy immuni-
ty in the territory of any and all men_'ub'ers. They sholl be
accorded by each member oll the privileges that ure oc-
corded to the officio! communications of othar mambers

Arlicle 40 : IMMUNITIES FROM TAXATION

I. The subscription of members in the capé_lol stock of
the Bunk, the Bank's funds, monics, earnings, Gpeio-
tions, and the deposits it receives and the securilies
it issues by whomsoever he'd, as we'l as the transac-
tions authorized by this Agreement, s'oll be immune

— 16—
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from all taxation and all customs dulies in the territo-
ries of members, The Bank shall also be free from res-
trictions on imports of goods necessary to carry out
its functions and from any cusloms duties in respect
thereof; however, this shall not apply to any dues
payable for services actually rendered to the Bank.
The Bank shall also be immune from liability for the
collection or payment of any tax or duty.

Article 41 : JUDICIAL PROCESS

Actions may be brought against the Bonk in courts of
competent jurisdiction in the territoriés of @ member in
which the Bank has o branch, an agency or an office, or
has Issued or guaranteed securities,

Article 42 : IMMIINITIES AMA RPN =m~——~

OF OFFICERS AND EMPLOYEES
I. In the territories of ali members, the Governors, Alter-
nate Governors, Directors, officers and employees of
the Bank :

a) shall be immune from legal process with respect to
acts performed by them in their official capacity;

b) shall be accorded the same Immunities from immi-
gration restrictions ond alien registration require-
ments, and the same facilities as regards exchange
. presentatives of comparable rank of other mem-
bers ;

¢) shall be immune from laxation on or in respect of
solaries and emoluments paid by the Bank;

d) shall be granted the same treatment in respect of
travelling facilities as is accorded by members 1o
the representatives of comparable rank of other
members,

Il. The privileges, immunities and facilities set forth in this

Article shall be accorded exclusively in connection

with the discharge of the Bank's ollicial functions.

Chapter IX
WITHDRAWAL AND SUSPENSION
OF MEMBERSHIP

Article 43 : WITHDRAWAL
l. No member may withdraw from membership in the

.
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Bank until five years have lupsed since the date it be-

came a member of the Bank, Withdrawal Is effected

by transmitting a notice in writing to the Bank at its

principal office. Withdrawal shall become etfective ei-

ther upon the date such notice is received, or upon

ony later date fixed by such notice, which shall in any
- event be within six months thereof. :

Il. The Bank shall repurchase the shares of stoock of the
withdrowing member at a price equal either to their
net book value at the end of the year preceding the
date of notice of withdrawal! or to their value at par,
whichever is smaller.

Ill. The Board of Directors shail determine the period of
poyment of the vaiue of the shores repurchased, taking
into occount the finoncial position of the Benk, Such
period shall not exceed ten years from the date of the
notice of withdrowal, subject to the provisions of Pa-
ragraph (v) of this Article.

In no event shall ony amount due to the withdrawing
member be paid until six months ofter the date of its
withdrowal,

IV. The poyment of the price of the capital stock shall be
made in United States dollars,

V. Payment shall be withheld so long as the withdrawing
member or ony of its ogencies remains liable to the
Bank either as o dehtor or as a guarantor. In that
evenl, the Bonk moy deduct the omounts due to the
member from any obligction to the Bank os it becomes
povable,

Article 44 : SUSPENSION
I. If @ member fails to fullill any of its obligations to the
Bank, the Bonk may suspend its membership by deci-
Sion of the Board of Governors, by o two-thirds maijori-
ly ol the total voting power,

Il. The member so suspended shall automatically cease
lo be o member one year from the date of its suspen-
sion, unless a decision is taken by the same majority
of the Board of Governors to restore the member to
good standing.

lll. When under suspension, @ member shall not be entit-
led to exercice ony rights under this Agreement, excep!t
the rights identified in the special provisions on with-

’
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drawal and tlie settlement of disputes. However, it shall
remain subject to all its obligations 1o the Bonk, as o
mem! -, as a debtor, as @ guorantor or in any othur
copacity.

IV. The provisions on the repurchase of the capital stock
of a withdrawing member shall be applicable to a sus-
pended member which has 23227 44 be ~ Frnishay

Chapter X

PROVISIONAL SUSPENSION OF OPERATIONS
AND LIQUIDATION

Article 45 : PROVISIONAL SUSPENSION OF OPERATIONS

The Board of Directors may, under exceplional cir-
cumstonces, provisionally suspend any new aclivity of the
Bank, until the Board of Governorz has had an opportu-
nity to look into the matter and loke a decision in respect
thereof.

Article 46 : LIQUIDATON

l. Not less thon four months ofter o written nolice to thot
effect has been sent to the members, the Board of Go-
vernors may decide, by a majority of three-fourths of
the votes, to permanently suspend the operations of,
and liquidate, the Bank.

. The Boord of Directors sholl toke all necessary oction
for liquidation either by iiself or through @ committee
of liquidators to be appointed by the Board of Gover-
nors on the recommendation of the Board of Directors.

. No ‘dislributlon of ossets shall be made 1o members
until all liabilities of the Bank shall have been dischar-
ged or provided for,

. The Bonk shall distribute the assets of the Bank to
members pro rata in proporlion 10 capital stock held
by each of them. Such distribution shall be mode at
such times and upon such terms as the Boord ol Go-
vernors moy determine.

Chapter X|
- MISCELLANEQUS

. Any question of Interpretation or implementation ol

— 10 =
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the provisions of this Agreement arising between any
member and the Bank or between two or more mem-
bers shall be settled by the Board of Governors.

Il. Foi the purposes of interpretation and implementation
of the provisions of this Agreement, the term « Arab
State » sholl mean onv country that is n mamhar Af tha
Arobe League; and the term « African State » shall
mean any other country thot is @ member of the Orgo-
nization for African Unity.

Article 48 : ARBITRATION

l. Whenever o disagreement arises between the Bonk
* and a country which hos ceased to be a member, or
between the Bank ond any member after the decision

to suspend the operations of the Bank has been taoken,
such disegreement shail be submitted to arbitration by

o tribunal of three arbitrators. The Claimant shall od- -

vise the other party to the dispute of t:.¢ nature of the
disagreement ond of the nome of the arbitrator appoin-
ted by it; ond the dzfendant shall oppoint the second
arbitrator within thirty doys from the date of the notice.
If the defendant fails to do so, the claimant shall have
the right to request the Secretary General of the Lea-
gue of Arab States to appoint the second arbitrator.

The umpire sholl be appointed jointly by the Parties In
dispute within sixty days of the date of soid notice. In
the event thot the parties do not agree upon his ap-
pointment within the perlod stipulated, the Secretary
General of the Arab League shall appoint said umpire
at the request of elther party.

Il. The decisions of the arbitration tribunal shall be taken
by o majority of votes. Such decisions shall be final
‘and binding upon the parties.

lll. The umplre shall have full power to settle all questions
of procedure In any case wkere the partles are in di-
sagreement with respect thereto.

Article 49 : AMENDMENTS

I. The provisions of this Agreement may be amended by
decision of the Board of Governors, taken by ¢ majo-
rity of three fourths of the total voting power.

*
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lll. Any member, or the Board of Directors, may make o
proposal to . amend this Agreement. The proposal shall
be communicated to all members not less three
months prior to the date of the meeting of the Board
of Governors dealing with the proposed amendment,

IV., Amendements shall enter intn farre fa- nll mamhare
three months after the dale of their adoption by the
Board of Governors.

Article 50 : CHANNEL OF COMMUNICATION

Eoch member shall designate an appropriate officiol
authority with which the Bank maoy communicdte in con-
nection with any matter arising under this Agreement, and
any statements mode by such authorily to the Bank shall
be deemed to have been made by the member concer-
ned.

Article 51 : WORKING LANGUAGE

The basic working language of the Bank shall be Ara-
bic, and the use of French und English alongside Arabic,
as circumstonces mey reoquire, shall be permitted,

Article 52 : POLITICAL ACTIVITY PROHIBITED

The Ban and all its otficers and staff shail not inter-
fere in the political affairs of any member, of ony country
beneliting from the Bonk's operations or of any country in
which the Bank is carrying out its activity.

Article 53 : RELATIONS WITH OTHER ORGANIZATIONS

I. The Bank shall, within the limits of the powers vesled
in it under this Agrezment, cooperate with national,
regional and international organizations in the fields
of development and International assistance.

Il. The Bank may, pursuant to the decisions of the Board
of Directors, enter into agrecments with such organiza-
tions aimed at furthering such cooperation.

Chapter XI|
FINAL PROVISIONS

Arlicie 54 : SIGNATURE AND DEPOSIT
I. This Agregment shall be drown up in a single originol
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copy in the Arabic language, ready to be signed on be-
half of the Governments of the countries shown on the
Subscription List attached hereto. This Agreement shall
be deposited with the General Secretariate of the Arab
Leogue and remain open for signature not later than
13th March 1974.

Article 55 : RATIFICATION. ACCEPTANCE. ADOPTION

This Agreement shall be submitted to the signato-
ries for ratification, acceptance or adoption.

The instrumen*s of ratification, acceptance or adop-
tion shall be deposited with the General Secretariote of the
Leogue of Arab States within not more the 1 thirty days of
the date of ratification, acceptance or adoption,

The General Secretariote of the Arab League shall
notify all cther members of each instrument deposited and

nf the dnate of cich dennclt,

Article 56 : ENTRY INTO FORCE

This Agreement shall enter into force when the ins-
truments of ratification, acceptance or odoption haove been
deposited on behaif of not less than five countries whose
stihseriptions comnrise nnt less than 50 percent of the co-
pital stock of the Bank. The Secretory General of the Arab
Lengue shall declare that this Agreement hos entered into
force upon the fulfilment of this requirement.

Article 57 : RESERVATIONS

No reservations may be made to this Agreement when
it is signed, ralilied, accepted ar adopted or when a coun-
try tecomes a member of the Bank.

Article 58 : FIRST MEETING OF THE BOARD
OF COVERNORS

The Secretary Geznerol of the Arob League shall call
the first meeting of the Board of Governors v/ithin thirty
doys from the dote this Agreement sholl have been decla-
red to hove entered into force.

’
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Article 59 : BEGINNING OF OPERATIONS

The Board of Directors shall notify all members of the
date when the Bank shall begin operations.

IN WITNESS WHEREOF, the duly authorized repre-
sentatives of the following governments have hereunto set
their hands :

The Hoshemite Kingdom of -Jordan

The United Arab Emirates ' -
The State of Bahrain

The Tuniczion Republic

The Democratic and Popular Republic of Algeria
The Kingdom of Soudi Arabia

The Democratic Republic of Sudan

The Syrion Arab Republic

The Republic of Iraq

The Sultanate of Oman

The State of Qator

The Stote of Kuwait

The Lebanese Republic

The Libyon Arab Republic

The Arab Republic of Egypt

The Kingdom of Morocco

The Islamic Republic of Mauritanio
Palestine

This Agreement wos drawn up on Monday 26th Mu-
harram 1394 Hegiro corresponding to 18 th February 1974
A.D. in a single original copy in the Arabic longuage which
shall remain deposited with the General Secrelariate of
the Leogue of Arab States, and of which a true copy has
been issued to each party.
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SUBSCRIPTICNS CF MEMBERS _
TO THE CAPITAL STOCK OF THE ARAB BANK
FOR ECONOMIC DEVELOPMENT IN AFRICA

Country

Amount

(in United States dollars)

The Hoshemite Kingdom of Jordan
The United Arab Emirates

The State of Bahrain

The Tunision Republic

1,000,000
20,000,000

uuuuuuu

5,000,000

The Democrotic and Populor Republic of Algerio 20,000,000

The Kingdem of Saudi Arcbia

The Democratic Republic of Sudan
The Syrian Arcb Republic

The Repubiic of iraq

The Su'tanate of Oman

The State of Qatar

Ihe Stale o1 kuwait

The Lebanese Republic

The Libyan Arab Republic

The Arabe Republic of Egypt

The Kingdom of Morocco

The Islamic Republic of Mauritania
Palestine-

TOTAL :

s B

50,000,000
1,000,000
1,600,000

30,000,000
4,000,000

20,000,000

2U,uuu,uul
5,000,000

40,000,000
1,000,000

10,000,000
1,000,000
1,000,000

231,000,000
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Principles Governing the Bank’s
Policy on the Financing of
Development Projects in Africa

The General Agreement estoblishing the Arah Bank fc
Economic Development in Africa sets forth the following :

The Governments of the Arab League States on whos
behalf this Agreement is signed :

Believing in the need to strenglhen the ties between Afr
con Stotes and the Arab Nation,

Seeking to further the economic development of Alrico:
countries within @ framework of solidarity and mutual interest

Recognizing thot coordinated effortls aimed  at bringint
obout the economic independence of Africon countries are_ (
cruciol factor in achieving our national goals, i

Seeking to pive African-Argh solidarity o concivie unt
efficient shape, boscd on equality ond friendship,

Being convinced thot the establishment of a linonciol ins
titution to support the economic development requirements of
Alrican countries constitutes o major step towards slimuloting
Arab-African cooperation

Pursuant to the decisions of the Vith Arab Sumiait meeting
at Algiers from 26 th 28 th November 1973...

In carrying out this purpose, the Arab Bank for Economic Do
velopment in Africo shall :

— Assist in financing economic development in Africon
counlries

— Stimulote the contribution of Arab capital 10 African
developmaont

— Help provide the technical assistance required for Afri.
ca's development,

The debates oAd decisions of the Bank’s Board of Gover-
nors, meeting ot Cairo on 11th January 1975, have demonsirated
unequivocally the will of Arab Staotes to proceed with strength-
ening cooperation with the African continent,

i 1
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In actual fact, Arab-Africon cooperation did not start only
with the estoblishment of this Bank. The cooperation program-
mes of Arab countries in general, and of the oll exporters among
them in porticular, have for many years now been directed in-
crecsingly to Africa,

The contribution of Arab pubiic anc private copital to the
financing of development projets In Africa is exponding daily.
whereas the international community has not been able to trons-
fer the financial resources required for a sound development of
Africo. On the ciher hand, the provision of speciol aid to non-
oil exporling African countries and of special assistance to fo-
mine-stricken African countries is further proof of Arob-African
solidarity in difficult times.

It is our duty to point out here that it is not the Arab’s ex-
clusive responsaobility, porticularly as the extent ol their resour-
ces does not allow them to subslitute for the Internationel com-
munity, to shoulder the burden of providing develcpment finance

for Africa,

At o time when the flow of capita! from odvonced Euro-
peon countries to developing countries did not exceed 0.5% of
the National Product of these rich countries, (o percenloge thot
is much lower than the percenloge set for the United Notions
Second Development Decode), the oid granted by Arab coun-
tries 1o the Third World (Alrica, Asia and Lotin America) was
over 10 % of their GNP. While Arab countries are willing lo
strengthen their cooperation with all the ncedy countries provi-
ded that this is permiited by the trends of the world economic
order, il is nevertheless obvious thot internalional cooperation
for the benelil of underdeveloped countries is the responsibility
of everyone ond the responsibility ol the international commu-
nily, including the Arab Stales.

Within this general fromework ol joint concertation ond
solidarily, the Arab countries have demonstrated their reodiness
to contribute to the development of the poorer countries in
generol and of Africa in particular, within the limits of the oc-
tual resources available to Arab countries due regard being poid
to the Arab’s urgent requirements for thelr own domestic deve-
lopment, If we consider for instance thot the trend in oll prices
is an integral part of the prices of the row maoterials, foodstulls
and capital equipment that Arab countries imporl at a very high
cost, we reject ali attempls to Integrate oll-exporting Arab coun-
tries Into the so-called Rich Third World, on which the Interna-
tional community imposes the duty of carrying by itself the bur.
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den of financing the development of the poorer Third Worl !
christened ¢« Fourth World » for the occaosion.

That wos the ccnclusion of the Extroordinory Session o
the UN General Assembly of May 1975 on row materiols. This
session developed a philosophy and loid the principles of ¢
fairer and better-balanced new world economic order. The set:
ting-up of the Arab Bonk for Economic Development in Alrico 1t
therefore not a fortuitous event ; nor is this institution, os hao
been alleged, o gift from the Arab 1o the Alrican countries as ¢
token of gratitude for the daring stands taken by the lotter of
the Palestinion issue and lor their condemnation of the Zionis®
enemy whose exponsionist manoeuvres remind African States
of a till too recent past,

While the Arobs had onireody started to cooperate with the
Alrican States well before the establishment of this Bank, they
are now in a position to further strengthen their coopératior
with Africa, thanks to the new resources that have becomc
available to them.

Let us than be fair to the Arabs,

It wos In the very year in which they acquired new revenuc
from oll that the Arab States granted financial nssistance well
in excess of thot extended by western and eastern industrioli-
zed countries. Therefore the establisment of the Arab Bank Ior
Economic Development in Alrica falls within the scope of the
new concept of internotional relotions that the Arabs have com-
mitted themselves to promote throuzh every mazns cnd with
every resource ol their disposal, The Arat Statzs are fully awo
re of the significance of the challenge repre sented by Arab- Nr:
can cooperation,

Similarly Africon countries place great nopes on this coo-
pération so that if some set-back were tc hinder this ellort,
!t would result — and the Arab States are convinced of this —
in a cotastrophe with unpredictable political consequences, In
the light of all these conslderations, we are submitting here on
outline of the leading principles that should govern ABEDIA's
pqlicy on the financing of development projects in Alfrica. These
principlos will be embodied, within the next tew months, in
practical steps to be submitted to the Boord of Directors. Ho-
wever, In the present circumstances ond in order 1o allow, the
Bank to atfirm ist existence, It is necessary that the Boord of
Directors rewcw the general principles that should govein lis
aclivities.
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All these principles are based on the wish of the leaders of
th.e Arab World to provide this Bank with an efficient prac’ical
mission.

That was what emerged from the discussions thot we re-
cently hod with the officials of a number of Arab countries,

These principles also draw upon the experience of econo-
mic and financial cooperation between the developed countries
and/or international organizations, on the one hand, and the
developing countries on the other,

However before tockling these principles, we should define
the nature of this Bank and thus avoid assigning it tasks thot
do not belong to it.

ABEDIA is nol o commercial bonk in the clossic meaning
of this term. It is not designed 1o finance purchasing ond selling
oclivities. Its primory . purpose is nol to drew moximum profit
from dispositing its ecsets with foreign Soikic or from s inves-
Iments in developed countries.

Neither is this institution a benevolent society giving olms
to African countries. It is a reconstruction and development Bant
as we will ottempl to demonstrate through the seven principies
set forth below :

1) FINANCING OF PROJECTS, TO THE EXCLUSION OF TREA-
SURIES AND BALANCES OF PAYMENT

ABEDIA's aid Is designed to finonce specilic development
projects and cannot be used to replenish the Treasuries or the
balances of paymenls of African countries. Admittedly, it Is
necessary to be familior with the overall economic and finan-
rlal condition of any African country submitling a yroject to
the donk ond to toke it into account when determ.ning the
amount and terms of "e finance 1o be provided for the projcct
submiiled o the Bank. But this does not, in any event, mean
that Mjl‘_DlA makes direct grants to the Treasury or the bolance
ol payments ol the Alrican country submitting the project :
olhurwrst the Bonk would be turned into o supplemental Trea-
sury for the African country concerned and would then no lon-
ger be able to keep a check on the ulilization of the funds It
has lent.

In faet, oll exporting Arab countries have set up o Special
Fund to assist those African countries that are sutfering from
the successive rises In oil prices, The purpose of this aid Is
to clleviote the balonce of payments delicits of the countrios
concerned.

s W it

It would liave been the normal thing to entrust ABEDIA with
the administration of this Special Fund so that it be kept oware
of all aspects of development in Africa cnd so thal its activilies
be compiementary. In this way ABEDIA's development-oriented
operations would be separate from this Fund, subject to porti-
cular terms ond directed to the implementotion ol specific eco-
nomic projects.

2) PLANNED PROJECTS

The Bank tokes into consideration ploanned projects, i.e.
those profects that foll within an order o! priorities ond ore
classified according 1o the needs of the Alrican countries con-
cerned within the framework of nationol economic plans ond
programmes.

Our position with regerd o planning ond progron ming Is
not a rigid one, and we impose no speciol form of plonning on
any Alrican country. However, it is necessary for the Bank 1o
know how to relate the project submitted to it to other projects
and to look into the prospects presented by the proicct wnh
leguiy, 101 insiunce, Lo (oo creotion ii employment 1s one ¢! %
goals of African development plans or, to the exportation oi
Africon goods If this is o primary target in the programme. 7
the African countries concerned. The Bank olso tokes into run-
sideration those projects thot help assure on . economis ond
social equilibrium between the various r.nions and pc:ulation
segmenls of the Alrican countries invclved. This 22z, nol ne-
cessarily mean that the priorities submiiied to the Bank by a
given Alrican country will be accepted as such. We know that,
in certaln cases, non-economic factors have on effect on the
selection of projects to be submitted for external finoncing ;
but the Bank cannot take them into consideration since its ma-
jor concern is to select development projects submitted by Afri-
con countries on the basis of their rational deve'opment plans
and progrommes. In this way the Bonk keeps its freedom of
choice without interfering with the sovereignty ol any Alrican
Slate. On the controry, ABEDIA hopes 1o orrive al the mos! de-
sirable solutions through concértation, the exchange ol viows
and cooperation with the outhorities of Alrican countrics.

Similarly to certain Internctione! financiul institutions and
certoin ndustrialized countries, ABEDIA can set a level of [i-
nancing for @ given country as part of its contribution 1o the
implementation of well-defined economic pregrammes and plans.
However, this commitment to contribute to the financing of such

.
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plans and Programmes cannot be given concrete shape untl)

Alrican States submit economically viable projects,
3) THE PRINCIPLE OF INTERNATIONAL BIDDING

The Bank intends {o tvoid financing projects that are isola-
ted entities in the nation's economy and have no relation to
other nreicets or 1o lhe economic ond soclal life of the natjo.-
nal community, '

called « tied » loons, i.e. financing thot imposes the nature,
the shape ond the conditions of the project without toking into
consideration the recipient's national needs,

. In order to ovoid all this the Bonk will use the principle of
'nternational bidding procedures, i.e. ofter having opproved q
particular project, it will require international competition bet.
ween oll the suppliers of goods and services,

4) FOLLOW.UP ON PROJECT IMPLEMENTATION

The Bank shall, in a
ies and

iable projects and on the other, that they

be repayed In accordance with the terms initially agreed upon,

_Mnrc(wc-.', the supervision if the projects finonced is in the best

interest of the recipient countries themselves, since |t ensures

for them economic  viability,

as technical ossistance

provided by the Bank and the other linancing institutions to the
Alrican countries,

5) DIVERSIFICATION OF CREDIT TERMS

The Bank shall diversily and adjust credit terms occording
0 the specific features of the Project, due regard being poid

‘.

.

.10 the economic and financial situation prevailing in tho coun:
try concerned. Although loan agreements hove to be enterec
Into with African governmental outhorities and must be gua-
ranteed by them, the funds are paid directly 1o specific project:
having their own characteristics, their own norms and thei:
specific rates of return. By means of this diversification of credi-
terms, the Bank_is ahle tn -

-

— eénsure moximum returns for the utilization of its resour-
ces

— urge African countriss, if need be, to reconsider some
of their priorities.

6) INCENTIVE ROLE

ABEDIA plays an incentive and encouragement role that!
consists in altracting into Africa Arab copital from any ond all
sources. This Is an important ro'e, since one of the functions ol
the Bank Is to provide o fromework for the investment of Arob
copital in Africa. ABEDIA will no doubt set up for the benefit
of Arab investors a division of economic and finoncial informa-
tion data in order to encourage them to contribute to the deve-
lopment effort in Africa, all the more so as the rates of return,
profits and guarantees otfeied 1or Investments in Alrica exceed,
generally speaking, those to be found in other countries.

7) RELATION WITH OTHER INSTITUTIONS

The Arab Bank for Economic Develpment In Africa is de-
termined to safeguard its identity, its personality and its free-
dom of operation and choice. However, It is necessary that
ABEDIA cooperate with the other institutions, with the national
and international Funds and Banks that are partly or wholly in-
volved with development in Africa. Among these, specific men-
lion should be made of the Arab Development Funds, the Arab
League, the African Development Bank, the Organization lor
African Unity, the World Bank and its agencies, the United No-
lions speciolist agencies (such the UN Development Program.
me, UNIDO, ECA) and the EEC.

.

Such a cooperation finds its justification In the faclors sel
forth below :

a) ABEDIA must be given a little time o get to know Afri-
co’s economic situation and its development projrommes. In
order to do this, It hos 1o draw Gn the experience oi ne Inst-
tutions referred to above which have 0 good know edge of Afri-




co and of its nceds and have available absolutely indispensable
Information data, such os general and sectoral studies and
various analyses relating to economic projects.

b) The determination of Arab Staotes to have ABEDIA con-
tribute forthwith to the financing of economic projects in Africa
forces them to turn their ottention to existing projects which
have already been reviewed and whose viobility has already
been demonstrated. The Bank con therefore help finance them,
which allnwe it tn stort ite actun! cperations withiin the sl iest
time,

C) The formula of controcts between ABEDIA and other
financial institutions, whereby their respective contributions to
the financing of projects already drown-up are identified, also
ollows the Bonk to help with vast industrial or agriculturol pro-
Iects in Alrica which otherwise would be beyond its sole means,

d) Such o cooperation permits o coordination of ABEDIA's
efforts with those of the other institutions with regard to their
activities in Africa, which ensures o better use ol funds avoila-
ble.

We should like to stress here the need for coordination and
concertation between ABEDIA ond other Funds with financing
progrommes in Africa, on the one hand, and the various Arab
bonks and Institutions, on the other. We suggest that the Pre-
sidents cf these banks meet every year 1o consult together on
their proposed activity and investment programmes in Africa in
order to ensure for the Arab capitol that is invested in this con-
tinent the best return possible.,

¢) Cooperation with all these organizations enables ABEDIA
1o draw on their experience and resolve thereby a difficult pro-
viem It Is faced with, l.e. that of experts and prolessional peo-
ple, which has been more fully dealt with In another document
entitied « Provisional Staff Regulations ».

i practice, this target moy be achieveo 1nrough the signing
ol gencral ogreements between ABEDIA and these institutions
and ol special agreements covering the projects to be financed.
These agreements will be submitted for review to ABEDIA's
Board of Directors prior to their performance. It should be em.
phasized here that this cooperation with other organizations
does not at all mean that ABEDIA will be granting linoncial aid
to these institutions, as the lotter Is not designed to finance
other banks. But ali the agreements to be entered Into will ob-
viously deal with ABEDIA's contribution to the financing of
specilic projects. .

R

. Those projects thot will be opproved by the Bank will be
implemented In its name. ABEDIA can examine a project sub-
mitted to it and request, as the case may be, thot it be amen-
ded. To that end, the Bonk will coll upon the services of highly

competent experts.

Those were the seven principles that should serve os @
bosis for ABEDIA's activities with regard to Arub-African coo-

i i i el mallad (o the widan af
parction. Thooo nrincinlan gra ta: e nmbadtad dn b s fde sl al
parction, Thooo

procedure thot the Bonk will soon be drofiing.
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FINANCIAL. REGULATIONS
OF THE
ARAB BANK FOR ECONOMIC DEVELOPMENT
IN AFRICA

The Financia! Regulations of ABEDIA consisl of sev
chapters :

— General Provisions
— QOperations
— Administrative Budoet
— Financiol Statements
— Investment of Funds
Auditing
Final Provisions

Chapter One
GENEFAL PROVISICNS

Article One : SCOPE

These regulations include the general fromework on
the basic guidelines adopted by the Arab Bank for Ect
nomic Davelopment in Africa, with regcrd to the organ
zation and management of its financial activities.

Acticle 2 : TRADE PRACTICES

The Ban shall, in connection with its developmet
mission, follow trade practices as the basis of the orge
nization of its departments and of the performance ¢
its tasks, particularly in relation to their financial ospecl g

e
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Article 3 : FINANCIAL YEAR

The financial year of the Bank shall start on the first
of January and end on the thirty first of December of each
calendar year.

Chapter 1l
OPERATIONS

Article 4 : ORGANIZATION CF OPERATIONS

a) Tne board of Directors shall, on the recommendc-
tion of the President of the Bank, estoblish general provi-
sions designed to identify the financial ospects of such
operctions as the Bank shall be conducting in implemen-
tation of the purposes set forth in Article 10 of the General
Agreement establishing the Bonk.

b) The provisions of Parogroph (a) of this Article
apply in particuler to the financial terms relating to loon,
guorantee and technical assistance operations, to the ex-
lension of loan repayment periods, to the procedures and
conditions of drawing on loans, to the organization of the
procedures to he followed when resorting to financial mar-
kets os @ means of increosing the Bank's resources, These
provisions shall take into consideration the need for the
Board of Directors to identify loan operotions conducted
by the Bank in recipient countries as well os the Issuing
of securities by said Bank,

Chapter |l
ADMINISTRATIVE BUDGET

Article 5 : SCOPE OF THE BUDGET

0) The President of the Rank shall, for each financlal
year, prepaore an administraiive budget that includes the
following information :

() An estimate of administrative expenditures for the
next finonciol year, and a distribution of said ex-
penditures over the vorlous cotegories and items

4
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corresponding to the nature of the Bank's acti!
tles, :

(i) An estimate of foreseeable resources thal w
supply cash funds, :

(ili) A reserve for contingencies, to meet unforese«
expenditures,

(iv) An item for outstanding commitments from 1
preceding financial year.

b) The administrative budget shall be accomponit
by any explaonations necessary to clorify its various iler
ond bring out essential diflerences that distinguish 1l
new budget from thot ot the preceding financiol year.

Article 6 : ADOPTION OF THE BUDGET

a) The droft Administrative Budget shall be submiltt
to the Board of Directors, for considgiuivn und wuuplio

.not later thon 15th October of each year.

b) The Administrative Budget shol! be transmitted :
the members of the Board of Governors within e, .
than thirty days prior to the Boord's annual meeting.

Arlicle 7 : AUTHORITY TO MAKE EXPENDITURES

a) The adoption of the Administrative Fudget by 1
Boord of Directors shall mean that the President of tf
Bank is thereby given outhority to make such expenditure
as are required for the purposes and within tho limite idn.
tified therein. .

b) In the event that, for any reason whatsoever, th
Board of Directors shall not have odopted the administre
tive budaet by 31st December, the President of the Ban
shall be oliowed to moke expenditures tor the purpose
ond within the limits prescribed in the administrative buc
get for the preceding year, provided tha! soid expenditt
res shall be deducted from the funds allocoted to the cor
responding categories ond items of the current budge
subsequent to Its adoption.

Article 8 : RULES AND INSTRUCTIONS

The President of the Bank shall establish such rule:
and instructions as he moy deem desirable with regur
to the guidelines and procedures for expenditures chargec

-
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to the various categories ¢nd items of the Administrative
Budget. ;

Chapter IV
FINANCIAL STATEMENTS

Article 8 : SCOPE OF F'NANCIAL STATEMENTS

a) The finoncial stotements prepared by the Bank
shall include :

(i) An operating account, indicating, for each tinancial
year, the actual income ond expenses.

(il The Balance Sheet of the Bank, setting forth its
assets and its liabilities at year end.

(i) The reserves account, showing the portion of pro-
fit ollocated to general reserve, as provided under
Article 36 of the General Agreement establishing
the Bank and any other reserves and ollocations
under this account.

b) The three statements referred to above shall be
accompnnied bv ony comments nnd explonations thot may
make their contents more cleor,

Article 10 : DEFINITION OF FINANCIAL STATEMENTS

The President of the Bonk shall determine the form,
the content and the degree of detail of each of the above
financial statements, due consideration being given to the
provisions of Article 2 of these Regulations, to the structu-
res of the Administrative Budget, and, generally speaking,
to the need for presenting accurotely the financial position
of the Bank, in conformity with generally accepted accoun-
ting principles,

Article 11 : APPROVAL OF FINANCIAL STATEMENTS

0) The appropriote departments shall prepare the fi-
nancial statements in acordance with the directions of the
President of the Bank and under his responsibility,

b) The finoncial statements shall, after thelr examina-
tion by the aoudlilors, be submitted to the Board of Direc-
tors not later than the end of Februu’ry of each year.

L
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c) The financial staternents shall be submitted 1o the
Board of Governors and transmitted to its members not
later than thirty doys prior to the date of the Board's an-
nual meeting.

d) A report by the Directors on the yeor's activities
ond the financial position of-the Bank shall be attached
to the financiol statements. This report shall include any
and all oppropriate information that will help in assessing
fully the Bank's financial position.

e) The Board of Governors shall pass o resolution
approving the financial statements submitted to it.

Chapter V
INVESTMENT OF FUNDS

Article 12 : MANAGEMENT OF FUNDS

a) The President of the Bank shall, within the limits
set by the Board of Directors, be responsible for the mano-
gement of the Bank's financial resources, as well as lor
their investment in financial paper or bank deposits, due
regard being paid to estimates of expenditures, payments
ond commitments arising out of the Bank's activites.

b) In the investmen! of financial resources, the Pre
sident of the Bank shalil toke into account the following
criterio and conciliote them to the extent possible :

— Invesments selected should be sound '

— the currency used in investments should be freely [
convertible

— the liquidity of the assets In which the investment
is r.ade should be guoranteed

— due regard being paid to the thres considerations
above, Investrnents should have & maximum rate
of return

The Bonk's operations should be In conformitly with
the following grincinlcs

(i) The Bonk may not take part in any operation whotsoe-
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ver that is contrary to, or likely to restrict or modify,
its purpose of functions

(i) The Baonk may not undertake any operation in an Afri-
can country if the country concerned objects 1o it

(ili) The Bank shall apply generally acczpted principles for
development financing on fovourable terms ‘withoul
jeopardizing its overoll solvability

(iv) The Bonk shall undertake its financing operations
upon such terms os are deemed oppropriote to the
noture and circumstances of each operation. \When
determining the terms governing its activities in the
less developed Africon countries, the Bank shall toke
into consideration the generol situation of those coun-
tries as well as their requirements for financing on
eusier terms. _

In its financing operations, the Bank shol! toke into
consideration the ability of the recipient or, as the
case moy be, of the recipient's guarantor, to fulfil its
obligations.

The Bank shall take any ond oll steps necessary to
ensure thot the amounts of any financing granted are
used exclusivelv for the purpeses lor which they were
mode ovoilable, due regard tcing paid to economy
considerations in costs and to efliciency considera-
tions in implementation.

(vii) The amounts of any loan granted by the Bonk to pro-
vide finance for a specific project sholl be subject to
international bid procedures in Alrican and Arab coun-
tries for the procurement of goods and services pro-
duced in those countries.

The Boord of Directors may, whenever it deems it -

expedient, authorize the procurement of goods and servi-
ces from countries other than the -above, or weive the in-

ternational bid requirement.
Article 13 : FINANCIAL INVESTMENT COMMITTEE

a) The President of the Bank shall appoint a "inancial
Investment Committee whose function s to give Its opl-
nion on the manogement, Investment ond utilization of fi-

nonclol resources avoilable. *

. R
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b) The Financial Investment Committee shall include |
Bonk employees celected by the President und Arab, Alri-
can or other experts on investment. '

Article 14 : REPORTS

The President of the Baonk shall prepare quarterly re-
ports on the Baonk's portfolio, showing financial invest-
ments and deposits, and transmit them to the Directors.

Chapter VI
AUDITING

Article 15 : INTERNAL AUDIT

a) The Bank shall, in order to present its financial po-
sition, keep oppropriate records and books of account on
a!l the operations it undertakes and all commitments it
enters into, os well as on its assets ond liabilities.

b) The Presidcnt of the Bonk shall establish the pro-
cedures necessary to carry out the internal audit of the
financic! octivities and accounts of the Bank.

Article 16 : EXTERNAL AUDIT

a) The Boord of Governors shaoll designate 2 repulo-
ble firm to audit the Bank's accounts.

b} This firm shali corry out an oudit of the Bank's
accounts subseguent to the closing 2f the baske at the and
of each finoncial year. It shall examine and check all the
Bonk's accounts cnd operations and oscertoin  the
trueness of the books and the authentirity of supportive
documents, in accordonce with internationally occepted
ouditing stondords.

c) The representatives of the firm skall, in order to
carry out their task, have access to the Bonk's books, re-
cords and supportive cocuments and have the right to ask
for e4planations and information from any Bank empioyee.

d) The Auditors shall prepare o detailed report on the
performance of their mission, with regard to :

— The trueness of the accounting books, records and
supporlive dozuments
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— The ungreement of the financial stotements with
such books, records and supportive documents

— The conformity of actual odministrative expenditu-
res with the rules of financiol management adop-
ted by the Bank and with the limits prescribed in
the Administrotive Budget.

e) The Auditors’ Report shall be attoched to the fi-
noncial stotements, to be submitted together with such
statements to the Board of Directors and the Board of Go-
Vernors.

Chapter VII
FINAL PROVISIONS

Article 17 : INTERPRETATION

The Board of Directors, acting on'the recommendation
of the President of the Bank, sholl settle any issue relating
to the inteprelation of the provisions of these Regulctions.
Articie 18 : AMENDMENT

The Board of Directors shail hove the outhority to
omend the prov.sions of these Regulations. Such amend-
ments become effective as soon as odopted. They shall be
notified to the mumbers of the Boord of Governors.

Appendix
DEFINITIONS

Whenever used in this document, the terms set forth
balow shall mean :

The Bonk : The Arob Bank for Economic Development

in Africo g
The Beard of Governors : The Board of Governors of

the Bank
The Board of Directors : The Board of Directors of

the Bank 5

The President of the Bank : The Chairman of the |
Board ol Directors and Precident of l‘he Bank. :

-
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The carrying out of ABEDIA's financial policy is governed by
. the following rules for financial operations : .

>

— General Provislons

— Lending, participation and guarantees
— Borrowing

— Technical cooperation

Chapter |
GENERAL PROVISIONS

THE ARAB BANK FOR ECONOMIC DEVELOPMENT IN AFRICA,

o= Recalling the philosophy and principles of aclion ol
ABEDIA, as set forth in 0 number of basic documents

— Referring to Articles 4, 11, 12, 13, 14, 15 ond 16 of the
General Agreement establishing the Bonk !

— Confirming the determination of Arab Lecgue member
states to give concrele shape to Arab-African cooperotion by
means of positive action programmes for the benelit of econo-
mic development in African countries which are nol members
of the Leogue of Arab States

— Convinced of the need for the contribution of Arab
States to strengthening the finantiol resources ovailable for
the development of the Alricon States referred to obove

— Convinced thot o ropid and well-ordered development
of African economles can only be achleved through a rational
and scientific ollocation of avoiloble development resources.

— Believing thaot oll the finoncial operations It carries out
in Africo should be bosed on an occurate assessment of the
general economic situation of the African countries concerned,
on economic and financial studies of the projects submitted for
financing and on the setling up of an eflicient machinery for
the follow-up of projects financed

— Conlidant thot real financial cooperation takes ploce
under o |oint Tinancing formula grouping two or more portics,
in order to provide the best guarantees and the besl opportu.
nities for a viable investment of resources ovalloble

S




— Believing thot technical cooperation is likely to improve
the obility of Africa’s Economy to absorb increasing development
investments, and that it makes up, thereby, one of the privileged
areas of Arab-African cooperatior.

— Recolling the substance of Articles 8 and 9 of the

General Agreement establishing the Bank, with regerd to increa-
sing its resources through capital increases of borrowing,

GIVES THE FOLLOWING DEFINITION of the operations by
which the Bank will implement its financial policy :

Chapter ||
LENDING, PARTICIPATION AND GUARANTEES

Aricla 1 « NATIHIDE NAC EAMRIKNA  AARTIAIAATIAN  asim
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GUARANTEE TRANSACTIONS
In this areq, the Bank shell carry out the following operations ;

(A) direci financing of development projects in Africa either
independently or jointly with one or more African, Arab or other
partners, or with public or private internationol, reaionol or
national development and finance institutions

(B) granting loans to finance and development institutions,
with special reference ‘o Alfricon development bonks, Interna-
tional developinent Insti‘utions an.' development funds, provided
thot such loans be used for the financing of development pro-
jects and programmes in Africa that have received ABEDIA's
approval

(C) perticipotion in the capital of public and privote enter-
prise in Africa with a view to the implementation of development
projects opproved by ABEDIA

(D) contribution to long-term loans for the benelit of States
and of mixed, public or private finoncial institutions in Alrica,
provided that the funds borrowed be used for development pro-
jects approved by ABEDIA

(E) Issuing guarantees for the benefit of Alrican, Arab or
mixed institutions in order 1o promole the Investment of public
ond private funds in the implementation of Africon development
projccts, regardless of ABEDIA's participation or non-participa-
tion in their financing.

*

-

Article 2 : NATURE OF DEVELOPMENT PROJECTS AN
PROGRAMMES ) .

Belng aware of the need to promote development activities
that have priority for Africa’s: development, ABEDIA, will stimu-
lote the following sectors : j

(A) ferming ond cgricullural and focd indusiries.
(B) exploitation of notural resources.
C) infrastructure.

(D) industries that include an adequale _percentoge o!
Africon vaiue odded.

(E) training of African personnel.

(F) development-related services, such as transporl onc
tourisiii.

Article 3 : EVALUATION OF DEVELOPMENT PROJECTS AND
PROGRAMMES

Prior ony finoncial operation, ABEDIA, shal collect the data
listed below :

(A) recent studies on the economies ond development
systems of Africa

(B) medium and long term plans or programmes, or ony
other information availoble that shows the development pros.
pects of the African countries concerned

(C) adequote studies on the economic, financial and socio!
prolitability of the projects submitied to the Bank for financing

(D) full economic, linoncial and accounting information on
those Alrican and other Institutions with which ABEDIA will be
having financial transactions

(E) eny and all Information and guarantees on the manago-
ment methods ol projects or Institutions in which ABECIA Is lo
participate. t
Article 4 : RECIPIENTS

The parties that may toke advantoge of the Bank's opera-
tlons pursuont to this Chaopter are :

(A) The Governments of African countries that are not
members of the League or Arab Slates, as provided in Arliclo
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12 of the General Agreement establishing the Bonk.

(B) Public and private financial ond development institu-
tions, in the African countries referred to obove.

(C) Arab-African finoncial ond development Institutions.

(D) Any other financial and development organizotions oand
institutions carrying out economic projects in Africa,

Article 5 : MAXIMUM AMOUNT OF ABEDIA'S FINANCIAL
COMMITMENTS

In order to ensure profitability in the allocation of its resour-
ces and o balonced distribution of Its financing activities,
ABEDIA sets the following maximum limits to its financial
commitments :

(A) The Bank's contribution to any one of the operations
referred to in Article One shall not exceed Ten (10) Million
Unitzd Sizizo collars, and the Bank shall in all coses be involved
in the fol.ow-ur of project implementation, in accordance with
the terms ond pincedures ogreed between the various parties
concerned.

(B) In special coses to be submitted to the Boord of Direc-
tors, the Bank may contribute to the finoncing of projetcs for
an omount exceeding US § 10 Million.

(C) The Bank's participation in any financial operation shaoll
be motched by a reosonable contribution from the recipient,
ond, wherever possible, from public and privale African or non-
African financiol and development institutions which haove some
experience and knowledoe of Alricon development,

Article 6 : CURRENCIES USED

(A) The United States dollar is the curroncy used In the
Bank's operations. However, the problems arising oul of the
chonges In the parity ol the dollor should be examined by
ABDIA's Board Directors, ,

(B) Nevertheless, the reclpient may draw the loon In any
other currency, subject to the prior outhorization of ABEDIA's
Boord of Directors, and excluding the national currencies of the
tecipieni countries, excepl the speciol coses relerred in
Parograph (C) of this Article,

(C) Since it provides ossistance for procurement obrood
and nol lor local expenditures, the Bank does not finance the
L ]
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local currency’ costs of a given project. However, in exceptio'nal
cases owing to the noture of the project or o the circumslan
ces of the recipient African country, the lolter moy be authorized
to draw part of the loan in local currency, subject 1o the condi-
tions set forth In the loan agreement.

Article 7 : TERMS FOR FINANCIAL OPERATIONS

When defining the terms for its financial operations, the
Bonk sholl take Into account the cost of its resources (especial-
ly those it hos borrowed on financiol merkets), ond safrottard
Its worldwide reputotion as a sound financial institution. It shatl
also take Into consideration the need ol recipien! countries ong
organizations to find finance that s ramantihin With tha pagm
try’s general situation and with the nature of the project finan-
ced. .

To this end, the Bank hos decided the fellowing :

(A) for the interest opplied to the finoncial operotions
referred 1o in Parogrophs 1 and 2 of Article One, the Central
Interest Rotes shall vary from 1% 10 6% adccording to the
general cconomic situstion of the Alfricer countrs '

and to the nature of the project

IB) the rate of interest applied to the linonciol operations
referred to in Paragraphs 3, 4 and 5 of Article One sholl be set
cccording to the nuture of the operation

(C) with regard to the repayment terms for the loans granted
under the financiol opérotions mentioned in Paragraphs 1 ond 2
ol Article One, the selting of the repayment schedule, including
the grace period, shall be o funclion of the situation of th¢
recipient counlry, compatible with the nature of the project, end
consistent with the benelits granted by the other lenders to the
same project.

nowever, recipients thol wish to muke anucipatco repuy:
ments ol their debts can do so in inverse order to the moturity
dales.

Article 8 : DRAWING CONDITIONS

(A) The Bank shall stipulale thot the looan must be used lo
achieve the gools for which It is gronted. The Bank's depart.
ments must keep o careful check on this use ond, to this ellect,
the loon ogreement sholl set forth the requirements thet hove
to be met prior to the drawing of any amount ol principol, to
that such drawing shall take ploce occording to o schedule

e By
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corresponding to the actual needs of the project, up to ths
moximum omount of such needs ond in such o manner as to
permit the Bank to keep an efficient and continuous check
thereon, -

(B) The Bank moy reject any application to drow from a
borrower that has violated the requirement reloting to the use
of the loan for the purposes for which it was granted. It may
also terminate the locn ogreement and demand the return of
amounts drawn, if the borrower does not comply with the Bank's
request to correct the situation orising out of the violation of
the requirements referred 1o above.

Article 9 : PROCUREMENT METHOD

(A) In connection vith tronsactions for the procurement o!
goods and services, ABEDIA odvocates the formula of interna-
tionel tenders, provided that the suppliers are not companies
boycolted by Arob States.

(B) In exceptionol coses by reoson of the volume or noture
of the purchases, ABEDIA may waive lhe requirement for the
borrower 1o use international tenders, '

(C) When the service quality and performonce abl.ity are
comparable, the Bonk sholl, in Its procurements, show pre-
ference for Arab, Alrican or mixed enterprises, provided thot the
ditference in cost shall not exceed 10 percent,

(D) Goods ond services including o certain percentoge ol
Arab, African or mixed volue odded shal! be deemed 1o be of Arab,
African or mixed Arab-African origin, the percentage required
being set by the Board of Directors on the bosis of the coses
submitted to it.

(E) In the event of co-financing with other institutions, the
Bank shall correlote the provisions of this Article with the
procedures opplied by such other institutions,

Article 10 : GUARANTEES«

(A} All the operations carried out by the Bank under Article
One hereof shall be guoranteed by the African governments
themselves or by aouthorilies representing them,

IB}' All the guorantees required shall be set forth In the loon

ogreement or in o separale guorantee agreement.
o every cepect of the Imple
mentation plan of the project and of the repoyment of the
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amounts borrowed, their interest and oll the expenses o be
charged to the reciplent, as provided in the relevant agreement, »

(D) No disbursement may be made on the loan until such
lime os the guarantee agreement becomes elfective,

(E) In the event of the financing of projects common to two
or more Alrican countries, each of these countries shall [urnish
guarantees commensurate with its participation in the project.
However, guarantees in excess of their share in the common
project may be given by one or more of those countries.

(F) In oddition to the obove guaranices, ABEDIA moy re:
quest additionnal guorontces for its contribution 1o special
projce:s '

(G) In the event of noa-complionce with any of the condi-
tions covered by the gucrenlee, such guaraniee shall beconie
due ; and, in the event of o dispute between the ‘borrower and
ABEDIA, they shall resort to Arbitration os provided in the loon
agreement. .

Chapter Il
BORROWING

Article 11 :

A5 required in order to increase ils resources, the Bonk
may, pursuant lo Article 9 of the Generol Agreement esloblis-
hirg it, borrow [unds from Arab, non.Arab and international
monelary morkets, os well os from bonks.

Article 12 ;

In accordonce with Paragraph 3 of Article 9 of the Genergl
Agreement establishing ABEDIA, the funds borrowed moy not ot
any time cxceed Two Hundred (200) percent of the sum of poid-
up caopital plus reserves, except as may be expressly resolved
lo the controry by the Boord of Governors, This restriction coes
not opply to deposits made with ABEDIA,

Article 13 :
Borrowings“mode by the Bonk shall be medium and long
tenn, ond, exccptionally, chont toem, srcardinn iz ile noade nnd

to the situation on the monetory market,

P
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Article 14 : _ y
The Bank may borrow funds through ony meons, [ncludlrig : : ' v
by means of : . o
(A) special issues
(B) public issues.
When resorting to ony one of these means of borrowing,
the Bank shall make every attempt to minimize costs, while
being flexible in the seiection of the means of borrowing, in .
order to be cble to carry out all its purposes.
1 )

Article 15 : ! .

When borrowing funds, the Bonk shall not give any special
guarantee that may commit its équity assets ; however, it con
ogree to the insertion of a clause involving a negative under-
taking thot nore of its debts shall be preferred. A

, Chapter IV '
TECHNICAL COOPERATION {

Article 16 ;

The Bank shall provide assistance to African countries ond
institutions in the area of technical cooperation,

Article 17 :

Technicol cooperation programmes shaoll include general
ond sectoral economic studies, the preparation of development
plans and programmes, the assessment of development proiects,
the financing of development-reloted scientific research, etc.

Article 1B :

Technicol cooperation programmes may be finonced, as
the case moy be, os port of the finoncial assistance extended
by the Bank to the project covered by this technical cooperation,
or sepoinlely, under a special finonce contract the terms of p
wihich shall be ogreed jointly by the Bank and the recipients.

Article 19 :
The Bank shali have the outhority to estebiish within it
any administrative unit it moy deem necessary for the reinforce- ¢ .
ment of technical cooperatior. for the benefit of Alrican coun-
tries.

e =
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Institution:

lL.ocation:

Size:

Purnose:

Source of Funds:

Management Structure:

Management of Funds;

Portfolio:

Capital Structure:

Income:

Arab Fund for Economic and Social Development

Kuwait City, Kuwait

Authorized Capital: KD 400 million (KD = Kuwaiti Dinars)

The AFESD was organized by the Arab Council of the

Arab League in 1968. Operations did not commence

until 1973 at which time the Fund had acquired 21 country
members. The purpose of the Fund is to participate in
financing economic and development projects in all Arab
member states through: (1) financing economic develop-
ment projects on easy terms to governments and to public
or private organizations and institutions, giving preference
to economic projects vital to overall Arab development and
to joint Arab projects; (2) encouraging directly or indirectly
the investment of public or private capital in such a manner
as to ensure the development and growth of the Arab
economy; (3) providing technical expertise and assistance
to the various fields of economic development.

Believed to be solely member subscriptions at present.

Believed to be internal.

Internal. Interest rates for loans made during 1975 ranged
from 4% - 6%.

Loan criteria emphasizes those projects that (1) assist
less developed Aral countries in narrowing existing income
differentials; (2) hive infrastructures that link Arab
countries; (3) facilitate cross-border funds flows;

(4) intensify explo tation of agricultrual resources; (5)
contain new ideas /or public and private co-operation
investment projects. Since 1973 the Fund has granted
loans totalling KD  93.2 million for eighteen projects

in nine countries. During 1976 AFESD is planning a

major expansion of activities with cumulative loan commit-
ments projected to rise to KD 177 million,

Of the KD 400 million committed capital, KD 102 million
was paid up by the memnber states as of February 1976.

The outstanding balance is to be paid over the next three
years,

No informaltion available on disposition of income.




ARAB FUND FOR ECONOMIC AND SOCIAL

DEVELOPMENT

Established December 1971.




Arab Fund for Economic and Social Development,

£.0. Box 2193,
Kuwait City,
KUWAIT.

Telephone number:
Telex number:

Cable addr:ss:

Dirrctors:

President:

Chairman:

L]

Capital:
Authorised

Paid-up

43180

INMARABI 2153 KT.

INMARABLI KUWAIT.

Hachemi Larabi.
Amin Awadalla.
Hameed Al-Samir

Abdullatif Y. Al-Hamad.

Saeb Jaroudi.

Dr. Khalil Salem.

KD 400,000,000.

KD 102,000,000.

The oustanding balance is to paid

a period of three years:

1977 KD 1%9.25 million.
1978 KD 176.50 million.
1979 KD 21%.75 million.




The Arab Fund for Economic and Social Development(AFESD) was

originally set up by the. Arab Economic Council of the Arab League

way back in May 1968.

Operations did not commence until April 1973 by which time the

Fun¢é had acquired twenty-one members.

State.

Kuwait

Saudi Arabia

Libya

Egypt
Iraq

United Arab Emirates

Algeria
Syria

Oman

Jordan
Morocco
Sudan

Qatar
Lepanon
North Yemen
Tunisia
Bahrain
Mauritania
Somali Rep.
Palestine
South Yemen

Number of shares.

3,000.
1,880.
1,200.
1,050.
750.
500.
400.
300.
204,
200.
200.
150.
100.
100.
50.
50.

50.
10,

[ =

> 1
o
1.

% of capital.

29.40
18.42 .
11.76 b
10.29
7:35
4..90
3.91
2.94
2.00 -
1.96
1.96
1.47 !
0.98
0.98 |
0.49
0.49
0.49 :
0.10
0.05
0.05
0.01

The original Capital of the Fund was set at KD 100 million but

was subsequently increased to KD 102,650,000 divided into 10,205
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each with a value of KD 10;000. At the beginning of 1975 it was
decided to increase the Fund's Capital to KD 400 million of which
KD 102 million was paid-up by February 1976. The outstanding
balance is to be paid, over the next three years aécording to the

figures outlined on the front-piece.

The basic purpose of the Fund is to participate in the financing

of economic and developments projects in all Arab member states

through:

(a) financing economic projects of an investment character by
means of loans granted on easy terms to governments and to public
or private organisations and institutions, giving preference to
economic projects vital to overall Arab development-and to joint
Arab projects.

(b) encouraging directly or indirectly the investment of public
or private capital in such a manner as to ensure the development
and growth of the Arab economy.

(c¢) providing technial expertise and assistance to the various

fields of economic development.

Since operations commenced in the financial year 197% until the
conclusion of the 1975 year the Fund had granted loans totalling
KD 9%.2 million for eighteen projects in nine countries.

During the course of the present financial ycar AFESD is planning
a major expansion of activities with cumulative loan commitments
projected to rise to a level of KD 177 million from the KD 93.2

million.




Foremost amongst the gaols of the AFESD at present in a serious

effort to accelerate the pace of regional development are:

1. the need to provide special assistance to the less developed
Arab countriés in order to narrow existing income differentials.
2. the completion of the necessary infrastructural projects in

an effort to link Arab economies and to provide complementarity.
3. to facilitate the flow of funds across national boundaries.
4. an intensification of the exploitation of agricultural re-
sources.
5. the development of new ideas for private and public co-operation

in investment projects.

With regards to these points the AFESD has been the prime motivation

behind the establishment of the Arab Authority for Apricultural
Investment and Development in Khartoum with an Authorised Capital
of KD150 million. The creation of this organisation was the result
of a year's special work conducted with the assistance of a number

of International development institutions and involves a ten year

Plan totalling one hundred projects worth over ¥ 4 billion.

The AFESD is also undertaking in conjunction with the United Nations

Development Programme a ¢ 19 million project for the 'identificatbion

end preparation of inter-country investment projects'. The UNDP has
drawn attention to the need for this programme as a stimulus to
regional co-operation in a number of specific fields of production.
The task assigned to the Fund is to draw up master plans for the
major sectors in the Arab world and to nrovide the financial and

tecionical assistance required for such trans-national projects.
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ARAB FUND FOR ECONQIMIC AND SCCIAL DLEVELOPPENT.

L
Loans in the 1974 financial year. ;
Country. Project. Loan in KD millions.
b
Algeria Terminal facilities at the port 6.0 at 6% i
of Arzew %
Egypt Second fertiliser plant at Talkha 6.5 at 6%
Sudan Gadaref - Kassala highway 8.0 at 4%
r
: :
Syria Fuel storage tanks 2.0 at 6%
Ghab cattle breeding station 5.4 at 6%
Tunisia Electric power generating plant 2.0 at 6%
P
N.Yemen Electric power network connectin the 4.0 at 4%
cities of Sanaa, Taiz and llodeida :
S.Yemen Fish meal/fish oil/commodity export 3.2 at 4% '
project
571 '




ARAB FUND FOR SOCIAL AND ECONOMIC DEVELOPMENT.

Loans in the . 1975 financial year.

Country. Project.

Algeria/

Morocco Telecommunications project
Egypt Tourah cement plant

Fostat water supply scheme
Helwan sewerage project

Jordan Northe: 0 road entrance to Amman

Sudan Telecomnunications project

Al Rahad road project

Tunisia El Borma gas project
N.Yemen Hodeida water and sewerage project
S.Yemen Aden port redevelopment

Loan in KD

millions.

3.3

6.7
9.7
8.3
5.0

h.8
4.4

.0

6.0

at 6%

at 6%

at 6%
at 6%

at 4% ;

at U% i
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Institution:

Location:

Size:

Purpose:

Source of Funds:

Management Structure:

Management of Funds:

Portfolio:

Capital Structure:

Income:

Abu Dhabi Fund for Arab Economic Development

Abu Dhabi, United Arab Eurates

Authorized Capital: DH 2 billion; Paid-in-Capital
DH 1 billion (DH - Dirhams)

To offer economic aid to Arab countries in support of
their economic development through loans, participations,
or guarantees. Also economic aid to African, Asian and
other Islamic countries,

Believed to be internal allocation from Abu Dhabi revenues.
N.A.

Believec. to be internal.

Loans outstanding to 11 countries totalling $500 million

at December 1975, Mostly connected with industry and
manufacturing.

Believed to be solely paid-in-capital at present.

No information available with respect to distribution of
income.
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ABU DHABI FUND FOR ARAB ECONOMIC

DEVELOPMENT

Established July 1971.




Abu Dhabi Fund for Arab Economic Development,

1st Floor,

Sheikh Hamad Al Thani Building,

P.0. Box 814,
Abu Dhabi.

UNITED ARAB EMIRATES.

Telephone number:
Tel :x number:

Cable address:

Director:
Chairman:

Deputy Chairman:

U&ﬁitai:

Authorised

Paid-up

22865.

2287 AH.

FUND ABU DHABI.

Dr. Hassan Abbas.

lMohammed Habroush Al Soweidi.

Nasir Al-Nuwaisi.

DH 2,000,000,000.

DH 1,000,000,000.
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Under Article(2) of Law No.(3) of 1971 stated the object of the

Fund was to 'offer economic aid to Arab countries in support of
their economic development. That is, in the form of loans or
participation in projects or guarantees or in other forms that
shall be defined by the regulations of the Fund'. |
However under Article(1) of Law No.(7) of 1975 the object of the

Fund was changed and was confined thus:

1. Offering economic aid to Arab countries in support of its -
economic development, in the form of loans or of participation
in projects. '
2. Offering economic aid to the African, Asian and other Islamic
countries in support of its development in the form of loans or,

of participation in projects.

3. Organising, or participating in forminp financial establishments
which complement the purpose of the Fund and function to create and
support a financial market in Abu Dhabi.

h. Issuing guarantees and other such undertakings as specified by
the executive table, which complete the purpose of the Fund.
5.-EmpLoyment of temporary available liquidity in the various re-
warding means of investment.

6. Providing experience and technical aids within the various fields
of economic development.

7. Performing any other activities or services that may be necessary

for the realisation of the object of the Iund.



The Abu Dhabi IFFund was esfabljshcd in Julyh1971 along the lines of
KFAED to provide concessional economic development assistance to
Arab.countries. Lozans are provided at a rate varying between 3% and
6% and are usually repayable over eight to twenty years.

The ADFAED co-operates with the World Bank together with other

Arab aid agencies but has had a tendency to be rather sgcretative
with regards to information relating to loan commitments until

such time as the informatiion is rather out of date. Thus the latest
detailed break-down of loans extended relates only to the 1975/5
financial year.

However up until the end of [larch ADFAED had concluded loan agree-
ments worth a total of DH 566.7 million covering sixteen projects
in nine Arab, African and Asian states.

ADFAED intends to extend some DH 400 million to fifteen states
during the course of the current year according to Nasir Al-Nuwaisi,

the Dputy Chairman according to a recent statement.
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Institution:
Location:
Size:

Capital:

Purpose:

Source of Fands:

Management Structure;

Management of Funds;

Islamic Development Bank

Jeddah, Saudi Arabia

ID = Islamic Dinars (equal to 1 Specia)l Drawing Right
- of the International Monetary Fund)

Authorized Capital: ID 2 billion

Paid-in-Capital: ID 755 million

Bank established in 1975 based on agreement signed by
members of Islamic conference in 1974, Purpose is to
foster economic development and social progress of
member and Muslim communities in accordance with
Islamic principals. Present membership 29 countries.

Bank permitted under agreement to (1) purchase equity
in productive projects in member countries, (2) partic-
ipate in economic and social infrastructure projects in
member countries; (3) make loans to public and private
sectors for project financing in member countries;

(4) establish and operate trust or special funds; (5)
accept deposits and borrow funds; (6) assist members

in matters relating to development, foreign trade and
economic co-operation; (7) invest surplus funds, Bank is
to be non-political and governed by economic considera-
tions only.

Members' capital subscriptions. Leverage permitted,
but not yet used. Cash flow and income will also be
used to fund activities of Bank in future.

Board of Governors, composed of one from each member
state, to "ppoint Executive Directors and President, to be
responsible for operations and selection of personnel.

All officers of Bank must be from member states.
Executive Directors approve all loans,

All contracts will provide for internal follow=-up and
inspection by Bank,




Portfolio:

Capital Structure:

Income:

Selection und deterrnination of investments to be based
on the following criteria: (1) due regard to be paid to
safeguarding interests of Bank, including obtaining
guarantees; (2) the ability of recipient and/or guarantor
to meet obligations to Bank; (3) consistency with
principles of promotion of complimentary economic
development among members, promotion of sociai and
economic well being in member states and enlargement
of employment opportunities; (4) avoidance of concentra-~
tion of loans and investments in one country and maintenance
of reasonable relation of loans and equity investments in
each country; (5) reasonable diversification of equity
investments; (6) in all cases, priority to be given to
co-operative economic projects.

Loans to be for terms based on project requirements.
In view of interest prohibition under Islamic law, service
fee to be charged.

Presently all member states' equity.

May be distributed to members after general reserve
equals 25% of subscribed capital.




JSLAMIC DEVELOPMENT BANK

Established August 1974.




Islamic Development Bank, .-

P.0. Box 5925,
Jeddah.,
SAUDI ARABIA.

Telephone numbers:

Telex number:

Cable address:

Board of Directors:

Capital:
Authorised

Subscribed

33994-5.

40137 BISLAMI JEDDAH.

BANKISLAMI JEDDAH.

The Board is compoced of ten membérs.

Four of them represent the largest
subscribers to the capital stock -
Kuwait, Libya, Saudi Arabia and the
United Arab Emirates. The remaining
six are elected by all the Governors
of the Bank excluding the four rep-
resenting the above four countries.
They are - Algeria, Egypt, Guinea,
Malaysia, Niger and Pakistan.

Fach members term is renewable at the

end of three years.

1D 2,000,000,000.
Ip  757,500,000.
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Development Bonl

ZSYED NAJIULLAH =

« \In tho pnlitical arena and in

“‘economic ficld; Is seen better by

‘rise, most

"

MIDDLE EAST

Minay,

—~——

' The anxiety of the leaders of
the Islamic World to strengthen

| - the bonds of thelr unity and steel

their delermination to stand by
one another, come wha!l may, bolh
the

hindslght today' than at Lahore in
February, 1974 when they all ga-
{Hoered here at tho joint invitation

.« ot -King Faisal and Prime Minis-
“ter Zulllker All Bhutlo,

The |dea
of .an Islamic Development Bank
and many similar Institutions with
vdarylng orlentallons had been

LIouLnii g oG PuUUL Y utiurs thal,

..’But after the Lahore Conicranco,
““that |s to say Ih the wake ot lho

and tha oil price
wero

Ramazan War
of theso ideas

* " pursued wlih-more than due de-

*which was merely

i Ing with effect from Octobor

; —n bary

. vuthorised_capilol_ol_SORs

i of this Bank is assured nol

tormination to set up the Institu-
tions they had proposod.

The !slamic Devolopment Bank
o theoratical
concept with a research orienta-

“tion ol how to eliminate Riba from

transaclions In banking In Islamic

‘ countries particularly In develop-
ment banking

and Institutional
londing where tho lenders and
\ho borrowars ~would malnly be
Islamlc Stintes, Is now on tho
ground and has started hmc!lc;ra—
1975 In Jeddah. The capilal _of

i the_Banlk_is not_a very larqo_sum

)\ SDRs_/50_milllon (750
milllon 1slamic_dinars_pgnlnst an
iwo

bililon, 1 am not in any doubt,
howover, that like every bank,
whother commorcial  or develop-

" ment, It 13 the moneys that comeo
. In aa deposils

that
And since

go out as
tho ' viabllity
on'y
by the tielvency of the Bank it
eoll bu! because of the crodit-
worthiness_of the States backing

loans.

it, there Is no limit o the amount
“ol money that can come In as de-
posits into this Bank, If it goes for
deposit mobilisation,

FUNDS' FROM EUROPE &
AMERICA

There might be some difficully
In ditracling ay e
Yomds—trom_EUl

Tt—America”

btcause of the :ompeting rates
clrelurn ollertd_ by _joyestments
&re; bul enouvgh linds can still
6e genorated to raeel the de-
mands of this Bank. In this Bank
lhere are 'wo windows and one
special fund. In each ol these
three, money can, and perhaps
will be, disbursod ot _low ratgs_of
Inferast_by some kind of -subsidi-
zation which_wlill hava ia be_done
A" tho . form ..ol grants—by—1the

States.b ending °Eﬁfa'
lions; In that view ol the maller,

the terms of lending Wil com-
pare’ favourably with somo of the
softor loans In the regional and
aven tho lorger International de-
velopment banks, It that Is
femplod. \ ¢
Anyhow the ldoo Is thal any
financing that_Is_dann should be
cither_g _low-inlerest {inancing_of
it possible equily nancing. The
“concept of the Islamic Bank Is to
emphasice_moro _and_mcro_ on
equity financing so That It is nol
dillicuIT_To_SWich _over gradually
10 a purlst _Islamic_sysiem_ of
tinancing which” will _take away
loan ﬁH?anaﬁT'] alloqelher, to be
substituted by equities and other
forma of share-holding and finan-
"clal poarnership  with appropriate
guarantooa and with support from
International dovelopment financ-
Ing as wnll as the backing ol
technology exports from develop-
ed countriys and equipment sup-
plies, whaiever their source.

BALANCE OF #£YMENTS
SUPPLIR™

Direct loan finsrc'ag for bal-
ance of payment:i iilppod tan

.nay Is going to b

pl-.onco‘lrom the Isli )

also be done no! .12 3ssarily free

of Interest; ut lea:t i* the begin- -
ning, because in wse dayy of
world inflation, ©ie has 10 pro-
tect one's investi‘eit from the=a-
elfects of world Ir. 1aizn by-soma:__.:':
Kind of compensal vy mechanign .::*
which would reser 15 & Interestin> =
some form which [|i not totally ?
barred by the Isli n. " Sharlah.
Equity finance wiudl neturaly
have to be a very zu-afully plan-
ned and thoroug'l’ examined
operation; some ‘11 of plan-
ning the enterprisi:. und locating
tl}em In approprie & market re-
gions may also c¢-u In at some
slage. '

The third windov c! the Islamic
Bank Ts s sper 31'Tund. It Is
specilically provid¢{™"Tor In the
charter for the upift of Muslims
living a5 minorily "jR1ips in dil-
[QeAT—TOMmMUS) (7 _countrios
whero_they_have_t :u i _and chro-
nji: _probloms be: «uty _gf  thelr
poverly, Indigence &nd lack ol
proper education ¢ the ‘skllls
most In demand. “lcv/ this' "mo-""
tllised - and "
hew It Is going 1 Lo amonlzéd =
are matlers of de! il which wlll
have lo be work.d out belore
this kind of financ,ng Is attempt-
ed In practice. Yac for eox-
amplo, a comm ily diving In
Philippines which  v.nts assist-
Deovelop-
ment Bank., Such « communlty
will, perhaps, havi o organizo
itsolfl Into  a comirunl’ associa-
tlon which can and w:l. endeavour
to sct up with thy olp, or at
lonsl palronage «| .ha Govern-
ment of the In'ere sted " country,
such projects as will in tho long
run be able to ro iy ho Inves!-
ment with or withoe sl some kino
of” rolurn on capili l: those could
be Industries whicl vill pay divi-
dends and  comp ng*'o at leasl
for tha dopreclatioc  * the' pur-
chasing power ol (hv repaymen!
recelved; these coud i so be just
oducational institul :n: being run
on qranlts for a @i vt period o
time until the loc | ummunities
are ablo to linanc. ('e cost ol
running them.

Fenmamint
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_ . ~I0faAgIAg:  Thc  schemes
= ._could zitract7such

But the most important zspecl
of \RgTumThions— ol the [slamic

sLspicious of the Islamic Develop-
MmT Cank. MoTGover, with a

prosent
reckening, is_geing To LaTdlsTaguily
that

d it rIutd
have _to _be flnancially viable

und_economically feastble_ig. _the
grand _patiern”" 0[~0de oblaining
in.the_wordd today. 1l a petro-
chemical complex is set up, say,
in a place like Pakistan most of
the technology would have o be
imported under Jlcence from the
Wesl; but the seml-finished pro-
ducts might go Into countries
quita closa by, like, India, Alghan-
istun, Burma, Bangladesh, Srl
Lanka and Singapore, for final
processing. | the expart markel

" is assyrnd and local cansumption

buttresscs “it, almost any consu-
mar Induslry including that of con-
ysumer durables can be set  up

., -uin_the region extending from tho
-..north and west of Alrica’ to

tho
‘Archipelago of Indonesia.

It Is not difficult to see that tho
capital for many of those pro-
leats would “not  be dilficult In
mobilising. Supposing 1hcic  aro

.. 10 countries which want to bid for

lenders of such’ a project; tho
.Bank, as ..anq.. Q! the promotor
‘sharcholders cqn_call for tenders

d ask the couniries traom ywzhich
{ ers_originala ta subscrbe
Jopn K sin_ tho

Bank_for financing the purghasos
{rom their counlry. Thus somo
“projoeTs can be very caslly floal-
od without_the_lslami¢ Develop-

+ "mentUBank_itsoll_haying lo_conirl-

-

buto_littie_mura_than__a_nominal
sum.Jn_oquily. Many such 'me-
.thods and contrivances cnn bo
dnyisad lo atlract Inveatment from
abroad Inlo lhe doveloping coun-
tries when *he Bank itsell will bo
requlred to subscribe no
than tho seed capltal ond undor-
writae the remainder by giving n
quarantee of soundnoss ol the
projoct and the ability of the bor-
rower to pay back from oul of the
Incomea  generaled. Al worst,
somo_subsidization of {%a interest
part_may_have_16_ba mel {rom

qranis by member Staias il the
ventura, cannol wlford the market
rate ol intarest,

IL_1s_{or this feason that  _many

V/eclatn_countries. and_cvensome
o! the daveloping._counliriecs __aro

—

maoro -

fcounlry as dedicoted as Saudi
Arabia stotly behind it, the Bank
will be in a posltion to work oul
very casily many dilferent means
and mode; of helping Islamic
ccuntries with or without direct
and ' ans case large particlpa-
tion either from Saudi finances or
the Bank's own finances or even
privale savings in momber coun-
tries siphoned into the Bank. The
influence of Saudi Arahia today
In the exet:ulivo echelons of world
*bonking and stock exchanges is
such that il an Individual Saudl
Arabian merchant were to gua-
rantee a loan to a Western Stale,
the Europi:an banks will probably
underwrile and subscribe the
whole of t on no more than a
bare nolice In a Western paper.
Given thie crodibility, therefore,
ihe Bank'ti operations have a
promising future.

INTERI:ST-FREE LENDING

Tho Isli mic Development Bank
is not on institution set up me-
rely for tho sake of prestigo. It
Is golng to be a novel Institution
which_will _Initipté_rescarch__and
evolvo methds ol landing {ree_of
Mferesl but__at the ~ same_time
covering tho risk_of bad_dobts as
wall ns_ha_cost ol oflaiian; how
This Is going 1o be done Is for tho
research toam that wil] havo to be
nssombled very soon within the
Bank, to determine. In the mean-
timo, with tho amount of capltal
that It has, It can atlract
amount of development finance
at markot ralea of Interest and
torms of amortization provided tho
projects selectod are viable and
the marketabllily of the goods
produced,ls nssured and tho toch-
nology and capltal equipment
needed Is avallable. And In most
cases, as suqgested above, all
this cnn be done without the Bank
itselt  Invesling . any of Ils own
money. [n other coases where
sofler 1erms aro.required, momber
counlries might vory well come
forward to subsldizo interest ratea
aven I the borrowlng has to  be
from counirlas outside the pale
of the membnrship of the Bank,
indeoed from tho @oen markel, Tho
Bank liself may well no! be able
to nllract tho mosl- up-lto-dale

any—

lechnology anc -cipital
ment, or even ex)eilise, as easily

equip-’

os it is possible fur the World"

Bank or some olie reglonal in-
stitutions to do sc; to compen-
sate for this han:l c2p, the Bank
will have the opuailunity of con-
tracling triangular ot:als In which
the Bank can ofl:ir the finance,

the country poss:sting the teths~

nology can offer
and technology, . rot. part-of lhe :
loan finance or :quily or—"both;:
and the country hel is golng to
altract both of th:su wlil] find thn
suitable locatior and skilled
labour, the dcuestic facilitics
and the local currency in-
vestmont needed !cr i1, Another
approach would b: to depend
moro and more Jn technology*
resources poolaegd from develop-
ing countries thairselves Jndor
tho auspices of ttt Bank.

in the two yoars of OPEC, tho
groat powers have rot been ablo
to break up either tl o Third World
unily or the OPE!] tsell, OPEC's
unily depends 1o i largo exiznt
¢ the lack of sleil.: unity In tho
ceveloped consutier countries; 1o
some extent it Is .ils» because.lho
unity within the uvartel of .the oll~

‘he equipmenlt -

¥

companios (whicl: j& sustalned Ly,

tno Wesl's own atled Interosls
and s benefilted more by 1ho
unily ol the OPEL than the OPEC
itsoll) has much ceeper rools than
that In the - pol:licnllsod OECD.
it Is nlso posslbn that It suils
nll tho great piwers to see a

world's economlc ulage with a
moderato leadersalp not oo hos-
lilo to the vested lnlerests of tho
Industrial countrie3, In order lo
continuo to oxploil the rost ol tho
Third World both for moeting tho
Increased cost  of thelr Imports
from tho OPEC ccuntrlos and lo
maintaln the standard of living
ond tho average rate of growth in

their own econonvles durlng tha
past decade., And through tho
OPEC, tho oll-poar Third World

countiries can nlwo bo kept both
under control and in good M-
mour at least for a= long as tho
lllusion lasls,

In the OPEC Iteel’, no mom!ar
i3 attempling to rur. vofore It can
taddle. In this situation, Institu-
| ons like the Isla wi: Development

"

strapng OPEC at (ke contro of tho



Eank v ich WA a numb)e - be-
Ginning e Not going 1o be frown-
.ed upg,, by tho migity; on the
Contrary, thors iG

. unexpecled

Quarlers in hg name of a  pog

nitialive for int(.-rnaliunal conpo.

ration f r devulepment. The begq-

inning (f this now inslitution with

s now hopes ang frars becauseg

Vils, lhora-lorc,

- It is oneg of - lhe

tutions 1hay will have to

be buill jn the Third #orld 1o ses

that develops alorg the direc-
tion of jtg ambitions.
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AGREEMENT ESTABLISHING THE
ISLAMIC DEVELOPMENT BANK

THE GOVERNMENTS ON WHOSE BEHALF THIS
AGREEMENT IS SIGNED

RECOGNIZING the nced for fostering the well-being of the peoples
of the Muslim countries and for achieving a harmonious and balanced
devciopment of these countrics on the basis of Islamic principles and
ideals ;

CONSIDERING that such development can be best advanced through
mutual financial and economic cooperiation among the Muslim states which
arc members of the Islamic Conference ;

NOTING that one of the objectives of the Islamic Conference as
expressed in its Charter is to promote and strengthen cooperation among
member states in the cconomic, social and other fields of activities ;

REALIZING the nced for mobilizing financial and other resources
both from within and outside the member countries and lor promoting
domestic savings and investment and a greater flow of development funds
into member countrics.

BEING convinced, in this context, of the desirability of establishing

an international financial institution which shall be development, invest-

wiit and welfare oriented, based on Islamic principles and ideals, and a
practical expression of the unity and solidarity of the Muslim Ummalh ;

DO HEREBY AGREE to establish an international financial institu-
tion to be known in Arabic as rOUEY [ WS NI B in
English as ‘he “ISLAMIC DEVELOPMENT BANK", und in French as
“BANQUE ISLAMIQUE DE DEVELOPPEMENT" which shall operate
in accordance with the following provisions :

© e e ———
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ARTICLES OF AGREEMENT
CHAPTER I
PURPOSE, FUNCTIONS, POWERS AND MEMBERSHIP
Article |

PURPOSE

The purpose of the Islamic Development Bank ( hereinafter called the
Bank ), shall be to foster economic development and social progress of
member countries and Muslim communities individually ,as well as jointly
in accordance with the principles ol the Shari'ah.

Article 2
FUNCTIONS AND POWERS
To [ulfill its purpose the Bank shall have the lollowing lunctions and
powers :
(i) to participate in equity capital of productive projects and enter-
prises in member countries ;

(11) 1o invest in economic and social infrastructure projects in member
countrics by way of participation or other financial arran gements ;

(1) to make louns to the private and public sectors for the financing
of productive projects, enterprises and programmes in member
countrics ;

(iv) to establish and operate Special Funds for specific purposes
including a Fund for assistance’ to Muslim communities in non-
member countries ;

(v) to operate Trust Funds ;

(vi) to ﬂcécpl deposits and to raise funds in any oiher manner :

(Vii) to assist in the promotion of forcign trade, especially in capital
Boods, umong member countrics :
(nu) o invest suitably funds not needed in its operations ;

(ix) to provide technical assistance to member countries ¢

(x) to extend training facilities for personnel cngaged in dcvclupm:.ut
activities in member countries ;

(xi) to undertake research for enabling the economic, financial and
banking activities in Muslim countries to conform to the Shari‘ah ;

(xii) to cooperate, subject to this Agreement, in such a manner as the
Bank m.* deem appropriats, with all bodies, institutions and
organizations having similar purposes, in pursuance of interna-
tional economic cooperation ;

(Mi1) to undertake any other activities which may advance its purpose.

Article 3
MEMBERSHIDI®

The founder members of the Bank shall be those members of the
Islamic Conference listed in Annexure ‘A’ hereto which, on or before
the date specified in Article 66, shall have signed this Agreement and
shall have fulfilled all other conditions of membership within six (6)
months of such date.

Any other state which is a member of the Islamic Conference may
apply and be admitted as a member alter the coming into force of
this Agreement upon such terms and conditions as may be decided
by the affirmative vote of the majority of the total number of Governors
representing a majority of the total voting power of the members.

CHAPTER II

FINANCIAL RESOURCES
Article 4
AUTHORIZED AND SUBSCRIBED CAPITAL

(a) The unit of account ef the Bank shall be knowp as the Islamic
Dinar, the value of which shall be equivalent to onc Special
Drawing Right of the International Monetary Fund.

(b) The authorized capital stock of the Bank shall be two thousand
million ((2,000,000,000) Islamic Dinars divided into (wo hundred
thousand (200,000) shares having a par value of ten thousand
(10,000) [slamic Dinars each, which shall be available for sub-
scription by members in-accordance with the provisions of Article
(5) The subscribed capital of the Bank shall be nitially seven
hundred and fifty million (750,000,000) Islamic Dinars.

The authorized capital stock of the Bank may be increased by the
Board of Governors, at such time and upon such terms and conditions
as it may deem advisable, by a vote of two-thirds of the total number
of Governors, rcprc;cnliug not less than three-fourths of the total
voling powers of the members.

Article 5
SUBSCRIPTION AND ALLOCATION OF SIIARES

Each member shall subscribe to the capital stock of the Bank. The
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