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Institution: 

Location: 

Size: 

Purpose: 

Source of Funds : 

Manageme nt Structure: 

European Coal and Steel Community ("ECSC") 

Brussels, Belgium; Luxembourg 

At December 31 , 1975, the assets of the ECSC amounted 
to U. S. $3 .5 billion. ECSC's "capital" is provided 
solely from retained earnings and res'!rves. 

Established 4/18/51 pursuant to treaty. Initial member­
ship of 6 European nations. Present membership 9 
European nations. Purpose is to aid the development of 
the economies of the member states ·:hrough the creation 
of a common market for coal and stet l. Also, ECSC 
facilitates the financing of capital inves tment prog rams i n 
coal, coke, iron ore, iron , steel and scrap by lending 
funds which it obtains primarily through its own borrowing. 
ECSC also responsible for .coordinating prodU;ction in 
above-named products by methods such as determining 
general objectives for modernization and expansion of 
productive capacity, reviewing inve s tn1ent programs, 
making reseaL·ch grants, enforcing fair competition, 
fixing prices in emerge ncies and imposing fines for 
in!ri ngement of ECSC rules. Also active in p r omoting 
better living and working standards for workers in the 
coal and steel industries through housing loans and retraining 
and research grants . 

Capital provide d by: (1} a r egular revenue levy collected 
monthly in the r espective currencie s of the n !ember state s 
from steel prorluce rs. Levy payments to be made in 1976 are 
expec ted to be $104 . 9 million ; (2) bo rrowings through bonds 
o r note s , both public and private. As of 3/31/76 ECSC had 
outsta nding $3 . 3 billion of funds borrowe d . 

Gove rned by a Commission c om prised of 13 members who 
a re nationals of the member states , no t m o r e than 2 of 
whom may have the . same nationality. O ver the Commi ssion 
is a Counc il consisting of one repres e ntative of each m e mber 
state. Ce r ta in actions o f the Commis sion require the asscnl 
of the Counc il. The ECSC is also re spons ible to a European 
l egislative assembly - the E u rop~an Pa rliame nt , which 
cons ists of 198 rep r e s entative s ekc ted by the legisla tures 
of the m e mbe r countrie s. It r ev;e q the ECSC and by a vo te 
of consens u s can c ompe l the re ~ 4g na tio n of the m e rn be rs o f 
the C ommis s ion. Also, the Court o( Ju s tice of Eu r ope a n 
Communiti es, c ompri s ed of 9 judges , i nte rprets and a pplies 
the provisio ns of the t reaty· De cisions a rc binding , 



Management of Funds: 

Portfolio: 

Capital Structure: 

lncome: 

The Commission has the responsibility of borrowing, 
financing and managing funds. The primary responsibility 
for specific capital investment programs rests with the 
individual borrowers who decide what capital projects they 
want to undertake and whether to seek the ass~stancc of the 
ECSC. The crite r.ia· applied by ECSC in selection of 
projects to be financed are base~ on normal banking practices. 
ECSC borrows in whatever currencies appear most advan­
tageous to it and under the best conditions prevailing at the 
time in the capital markets in which the ECSC operates . 
In order to minimize risks, ECSC matches principal. 
interest rates, maturities and .currencies of loans made 
with its own borrowings. A general policy is also to secure 
loans by guarantee of country, banks ·or industrial concerns 
or mortgages on the financed projects. 

Since inception ECSC has granted loans (both from borrowed 
funds cind fr'om its own resources) aggregating $3 .4 billion 
throu ~h 12/31/75, of which, as a result of repayments by 
the i>orrowers, $2. 7 billion was then outstanding. Of this 
amount, about 26% was guaranteed by the member countries, 
25% by banks and 18% by industrial concerns, and 27% was 
secured by mortgages on the projects financed. Since 
establishment, there have been defaults on 3 loans, total­
ling $1.8 million, less than 0.1% of the total amount of 
loans granted by the ECSC. Rescheduling of principal and 
interest payment dates and delays in the receipt of loan 
service charges have been insignificant. Guarantees granted 
by ECSC since inception have aggregated to $65. 3 
million through 12/31/75, of which $24.3 were outstanding 
at that date. ECSC 1s guarantees are secured by 
guarantees from member countries, banks, industrial 
concerns or by mortgages on the projects financed. ECSC 
has never been required to make payment on a guarantee . 

Borrowings 
Reserves 
Revenue Fund~ 

Tolal Capital 

12/31/75 
$2, 786 million 

338 
2 71 

$ 3 , 3 95 million 

82 .1% 
9.9 
8.0 

100. 0% 

In 1975 revenues o( $307. 96 million: 57. 9% from interest 
on loans ; 26.6% from levies and 15 .6% from contributions, 
interes t inveatmenta and other. 55.3% went to pay interest 
and fees payable; 6. 3% for administration; 7 . 5% for 
research; and 14 . 9% w~nt for olhe r, Most of the 16% 
excess wcnl to the Guarantee F und, housing project :; , and 
re convc rs ion, t echnica l and economic r esearch. 



~· European Coal and Steel ·community 
.. $75,000,000 

8%o/~ Notes, Due May 1, 1984 

$100,000,000 
9% Bonds, Due May 1, 1996 

The Notes and the Bonds are unconditional, direct, general obligations of the E uropean 
Coal and Steel Community (the "ECSC") and rank pari passu with its other obligations 
(aggregating $3.21 billion at March 31, 1976) exclusive of those obligations (aggregating 
$58.0 million) issued pursuant to and secured by the Act of Pledge, all as more fully described 
herein. 

At any time on and after May 1, 1983, the Notes may be redeemed, at the option of the 
ECSC, at the principal amount thereof plus accrued interest, if any, to the redemption date. 
The ECSC will redeem, or in the case of t he last instalment pay at maturity, the Bonds at their 
principal amount plus accrued interest in 15 substantially equal annual instalments beginning 
in 1982, with the noncumulative option to redeem at such price an additional equal amount 
in any such year, all as more fully described herein. The Bonds will also be redeemable on 
and after May 1, 1988, at the election of the ECSC, at the redemption prices set forth herein. 

Interest is payable on the Notes and the Bonds on November 1 and May 1. 

Application will be made to list the Notes and the Bonds on the New York Stock E~change. 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION 

PASSED UPON THE ACCURACY OR ADEQUACY OF THIS T: '-~OSPECTUS. 
ANY REPRESENTATION TO THE CONTRARY IS A CRIMIN. _..._ OFFENSE. 

Price to 
Underwriting 
Dl1count:1 and Proceeds to 

PubUc(l) Comml11ion1(2) ECSC(1)(3) 

Per Note ....... . ' .. .. .......... 99.50% 0.90% 98.60% 
Total . ....... - .... . . . .. .. . ...•.. $74,625,000 $675,000 $73,950,000 

Per Bond ....................... 99.00% 1.25% 97.75% 
Total . ..... ... _ ...... _ . . ... .. . .. $99,000,000 $1,250,000 $97,750.000 

g~ Plus accnml interest from May 1, 1976, to dnte of delivery. 

CJ) 
The ECSC has :igrccd to indemnify the Underwriters :1s;nim1l certain li:ibilities. 
Before deducting expenses estimated nt $231,0CX>, ;ncluchng $50,000 to be p:iid to the Underwriters 
in pnrtinl reimbursement of their expenses. 

The 1'-4otes nnd the llonds nre offered by the scvernl Underwriters named herein, subject 
to prior sale nnd to withdr~wal of the off er without notice, nnd when, as, nnd if accepted by 
them; and the Unde rwriters reserve the right to reject , in whole or in part, nny orders for tho 
.purchase of such aecur1tiet1. The Bonds arc nlso being olTcrcd to ccrtnin institutions by the 
ECSC through the aevcrnl Underwriters pursunnt to Dclnycd Delivery Contracts (sec De/ay~d 
Delivery Arrnngt:mt:nts). It Is expected thnt delivery of the Note» and the Bor.ds will be made 
on or about Mny l :', 1976, nnd thnt delivery of the Bonds purchnsed from the ECSC punmnnt to 
Delayed Dclivr .. ,, Contracts wlll be made n11 November 4, 1976, or 1mch ot' tcr dntc or dates 
ns the ECSC 1.1hall approve. 

Kuhn, Loeb & Co. The First Boston Corporation Lazard Freres & Co. 

Warburg Paribas Becker Inc. 

April 30. 1076 



IN CONNECilON WITH TiflS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT 
OR EFFECT TRk'iSACTIONS WHICH ST ABlLIZE OR MAINTAIN THE MARKET PRICES 
OF THE SECURITIES OFFERED HEREBY AT LEVELS ABOVE THOSE WHICH MIGHT 
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, 
MAY BE DISC01'TINUED AT ANY TIME. 

EXCHANGE RATES AND UNIT OF ACCOUNf 

Since its formation, the European Coal and Steel Community (the ''.ECSC") has used its own Unit 
of.Account (the "UA") as a convenient unit of measure !or translating the various currencies with wllich 
it deals into one common monetary denominator. Because a unit of account provides a simple means 
to standardize and compare accounts in a variety of national currencies, it has come into increasing 
use for accounting purposes by both private and public entities of the European Economic Community 
(the "Common Market"). 

Until 1973, conversion between the UA and the currencies of the members of the Common 
Market and other countries was based on their official gold content as defined by the International 
Monetary Fund parity rates of exchange. Thus one UA originally equaled one U. S. doll2r as well 
as, subsequently, one Special Drawing Right, the unit of account used by the International Monetary 
Fund (the "lMF'), all of which bad an equal gold content. The ECSC decided, effective December 
31, 1973, to update annually the value of the UA used in ECSC accounts and to base the value of the 
UA for such purpose on a system more reflective oC current market rates for national currencies. At 
lhc encl or I 075 the Commission of tbc European Communities (tho "Commission") decided that, 
cfl'cctive J.111uary J. 1976, the ECSC would ndopt the fo rm of UA which is currently in use by tbc other 
Europcnn Communities and their agencies nnd which is based entirely on daily market exchange rates 
for ~pccificd amounts of the currencies oC the members of the Common Market. For a more complete 
description of the UA, rdercncc is made to Note l (A) or Notes to Financial Statements. 

The Dnlancc Sheet nnd the Summary of Expenditures nnd Revenues or the ECSC arc expressed 
In UA. All other amounts in lhis Prospectus nrc expressed, for purposes of compnrnbilily, in U. S. 
dollars. U. S. dollur figures arc converted from the UA amount reflected in the ECSC accounts nt the 
fo llowing rates: 

Prior lo Mny 8. 1972: 
May 8. 1972. through December 30, 1973: 
December 31, 1 ~13, through Pc ember JO, 197'1: 
December 3 1, 1974, through December 30, 1975: 
On Ucccmber 31. 1975: 
On Murch 31, 1976: 

UA 1 = U.S. $1 
UA 1 = U.S. $1.08571 
UA 1 = U.S. $1.186'13 
UA 1 = U.S. Sl.34286 
UA l = U.S. $1. 16528 
UA I = U.S. Sl.1 2623 

At December 3l. 1975. UA 1 = 46.0606 nctgian frnncs; 7.19697 Danisb crowns; 3.13120 Dutch 
guilders; S.2198 1 f'rcnch francs: 3.05382 German marks; 0.575039 Trish pounds; 797.769 Italian lire; 
46.0606 Luxembourg fruncs; 3.05239 Swiss francs; 0.575973 Un ited Kingdom pounds; and 1.1 6528 
U.S. dollars. Since Jnnunry 1, 1976, there have been significnnl changes in the relative vnlues of ll\ICh 

currcncic~. /\ <i. n rcs11h of such changes. the va lue of the UA nl March 31, 1976, w:is ns follows: UA 
1 _ 46.2149 Bclgin n f rnncs; 6.8'17 58 Danish crowns: 3.02710 Dutch guilders; 5.25740 French francs; 
2.8S77fl (icrmun murks: 0.587174 J rish pounds; 9116.666 11nlla11 lire; 116.21'19 Luxembourg f rnncs; 
2.8540·$ Swiss frnncs; 0.587723 United Kingdom pounds; nncl 1.12623 U.S. dollars. To date such 
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changes in relative currency values have not had an adverse elir.ct on the ECSC's financial c~ndition. 
The ECSC is' unable to predict any fu.ture effect of "such currency conditions on its financial condition 
or the UA. · 

The middle market rates in New York City on April 28, 1976, were as follows: 1 U.S. dollar= 38.8546 
Belgian francs (commercial rate); 6.0150 Danish crowns; 2.6896 Dutch guiJders; 4.6220 French francs; 
2.5368 German marks; 0.5444 Irish pounds; 894.8546 Italian lire; 38.8546 Luxembourg 'francs; 2.5205 
Swiss francs; and 0.5444 United Kingdom pounds. 

All statistics for the United Kingdom, Ireland and Denmark before January 1, 1973, are based on 
statistical data made available by government :ind industry agencies in those countries. Statistics relating 
to countries other than the Member States are based on figures supplied by the statistical agencies of the 
United Nations and the Organisation for Economic Co-operation and Development. 

INTRODUCTORY STA TEl\IENT 

Hhtory. The ECSC was established as a sovereign entity by the Treaty of April 18, 1951 (referred 
to, as amended, as lhe ''Treaty"), among Belgium, France, the Federal Republic of Germany, ftaly, 
Luxembourg and the Netherlands (the "Original Members"). On January 1, 1973, Denmark, Ireland 
and the United Kin~dom (the "New Members'') also became members of t11e ECSC. (The Original 
Members and the New Members arc referred to collectively as the "Member States".) The offices of the 
ECSC are in Brussels and Luxembourg. The purpose of the ECSC under the Treaty is to aid the develop· 
mcnt of the economics of the Member States through the creation of a common market for coal and 
steel. Only the basic production commodities, coal, coke, iron ore, iron, steel and scrnp, arc covered 
by the Treaty. Creation of the ECSC was the first str.p taken toward European integration and facilitated 
the establishment in 1958 of the Common Market for nil products other than those covered by the Treaty 
and the European Atomic Energy Community ("Eurntom"). Each of the three communities, the ECSC, 
the Common Market and Euratom (collectively the "Europeun Communities"), rcmnins n scpnrace entity 
although their governing institutions have been consolidated. The fundamental powers o( the ECSC 
regarding all producers of the covered products (the "Enterprises") in the Member States arc vested 
in the Commission which manages tho afTairs of the ECSC subject to the cooperation of and review in 
certain circumstances by other institutions of the ECSC. (Sec /11slirurio11s of rite ECSC.) 

ActMlics. Since the establishment of tho ECSC, natio~nl customs frontiers for coat, coke, iron 
ore, iron. steel and scrap hnvo been removed among the 01iginal Members. The transitional arrange· 
menls for tlie entry or the New Member · into the ECSC provide for successive reductions in tnri!Ts and 
quotus nncl their complete elimination among nil the Member States by July 1, 1!177. Customs duties on 
imports oC cont within the enlarged ECSC were abolished :it the time of the accession of the New Mem­
bers. Turill' rules relating to trade with nonmember countries arc being harmonized. 

The ECSC, through the Commission, facilitates the financing of capital investment programs of tho 
cntcrpris.:s and certain other concerns by lending funds which it obtains primarily through its own 
borrowinss. The ECSC is nlso responsible for coordinating production :unong the Enterprises by methods 
~uch 11s determining genernl objectives for modernization nnd expansion 0( produeHvc capacity, 
reviewing investment progrnrns ng~inst forecasts of demand patterns. indicating market and tcchno· 
logical developments, making research grants, enforcing the fair competition provisions of the Treaty, 
fixing prices in times of emergency and imposing Ones for infringement of ECSC rules. In addition, the 
ECSC is active in promoting better living nnd working standards for workers in the cont nnd steel 
industries through housing loans and retraining and research grnnts. 
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In 1975 the Enterprises produced 125.6 million metric tons of' crude steel, making the ECSC the 
world's second largest steel procfucing area, and 256.9 •million metric tons of coal. In 1974 there were 
257 million people Jiving within the territory of the Member States which had a combined gross national 
product of $1,125 billion. 

Sovereign Powers. Io order to attain its objectives and to fulfill its responsibilities, the Treaty grants 
the ECSC certain sovereign powers in the Member States, including the power to mamtain a c0mmon 
market for coal and steel and to levy a tax on the value of coal and steel production in the ECSC (the 
"Levy"). The Levy power, which cau be exercised by the Commission acting. alone, is fundamental to 
the financial structure of the ECSC and underlies its credit. Collected monthly, the Levy is enforceable 
directly against the Enterprises. 

The Treaty also grants the ECSC within the Member States certain privileges and immunities which 
arc necessary for the exercise of its functions. Such privileges and immunities include the exemption of its 
premises from search and seizure, the immunity of its property and assets from administrative or judicial 
constraint without the authorization of the Court of Justice of the European Communities, the right to 
bold any kind o~ currency and the exemption of its assets, properties and income from all direct taxes in 
the Member States. 

• Under the Treaty, the ECSC continues in existence until 2002. Any extension of the term of the 
Treaty, or any substantial modification of its provisions, requires an amendatory treaty signed by the 
government and ratified by the Jegislatu•e of each Member State. No Member State may withdraw 
from the ECSC without the consent of all the other Member States. ' 

The United States and 73 other countries have established diplomatic relations with the ECSC. 

Financial Operntions. Under the Treaty, the ECSC has responsibility for facilitating the financing 
of approved capital investment programs of the Enterprises and certain other concerns and may use its 
credit to obtain funds for lbis purpose. Through December 31, 1975, the ECSC had incurred borrowings 
equivalent to S3.3 billion and had made loans from borrowed nod other funds to the Enterprises and 
other concerns equivalent to $3.4 billion. 

The criteria applied by the ECSC in the selection of projects to be financed are based on normal 
banking practices, including the financial standing or the borrowers and economic considerations relat:og 
to the projects concerned. In order to minimize rbk, the ECSC matches the principal amounts, interest 
rntes, maturities nnd currencies of its loans made from borrowed funds with the tem1s of its borrowings. It 
js also the general policy o( the ECSC to flounce only n pnrt of the entire cost of a project and to secure 
its Joans by government or privnte guarnnties or mortgages. Since U1e establishment of the ECSC, 
there have been defaults on less than 0.1% o( the total amount of loans granted. Should receipts from 
the loans which the ECSC grants from the proceeds o[ its borrowings not be forthcoming or be delayed, 
the ECSC has recourse to its other resources to meet its obligations, and in particular to: 

(n) Tltc rcve1111es from the Levy. The Treaty provides that revenues from the Levy may be used 
to cover nny difference between the principal und interest payable in respect o( funds borrowed and 
the principal and interest received in respect of loans grnnted Jn 1975. the value of all products 
subject to the Levy (based on the policy of the ECSC or determining average value for purposes 
of the Levy at the beginning of the yenr on the basis of market vnlucs in prior periods) totaled 
S32.S billion, ns compnred with S28.4 bi llion in 1974. During both periods lhe rate or lhe Levy was 
0.29%. The Lev.: rc,enues in respect of production during 1975 were $94.3 million, as compared with 
S82.5 million in 19N. Under the Trenty, the Commission (ncting alone) is n11thorizcd to impose a 
Levy rnte up to 1 % and i;nn under certain circumstnnccs impo e a higher rule. Since the inception o{ 
the ECSC, the Levy hns been puid in full by the Enterprises on a timely basis with delays only 
ns to immaterial amounts. Dcginning with the Murch 1976 instnlmcnt and continuing through the 
February 1977 ins1alment. lhc ECSC has extended the payment date of each monthly Levy instnl· 
mcnt for two months nftcr such instalment would ordinnrily have become pnynblc. Levy payments 
to be made in 1976 nre expected to be $104.9 million. ror n dcscriplion of recent economic condl· 
lions in Europe sec Uccc11t Dcvt:lopmrllls. 



(b} The Guaranty Fund lf.1 1954, the Commission established from the proceeds of the Levy 
a Guaranty Fund, aggregati:1g $174 million at December 31, 1975, to :;erve as a readily av.ailable 
reserve for obligations of the ECSC. It is the Commission's policy to · keep an amount at least 
equal to the Guaranty Fund in liquid assets, principally cash ~d amounts due from banks, but 
such assets are not segregated in the ECSC accotwts. The ECSC has never had need to make use 
of the Guar~nty Fund. 

(See Taxing Power and Financial Operations of the ECSC.) 

COAL AND STEEL INDUSTRIES OF 1: ~ E~C 
In 1975 the ECSC produced 125.6 million metric tons of crude ste., (ingots and steel for castings) 

and 256.9 million metric tons of coal. The ECSC accounted for 20% of world steel production in 1975, 
and 13% of world coal production in 1974. 

The ECSC's production of crude steel and coa1 in comparison with that of the other principal 
producing areas of the world is shown in the following table: 

COAL AND STEEL PRODUCllON 
(In mlllions of metric tom) 

Coal(l) Crude Steel 

1971 1972 1973 1974 1975 1971 1971 1973 1974 1975 

ECSC(2) ......... .. . 312.1 271.3 270.3 242.6 256.9 128.1 139.l ISO.I JS5.7 125.6 

u. s. ····· ·· ···· ··· ·· S03.0 · 53S,O 530.0 S30.0 N .A. 111.8 ' 123.8 139.6 13S.O 109.1 
Soviet Union ...•• . ... 485.0 500.0 511.1 524.0 N.A. 120.6 126.0 132.9 136.0 141 .S 
Japan .......... ..... 33.0 28.0 22.4 21.0 N.A. 88.6 96.9 11 9.3 ll7.1 102.2 
Eastern Europe .•.•.. . 185.0 180.0 194.S 199.4 N.A. 42.4 45.0 46.8 48.0 S0.3 
Other Countr ies .•• ..• 269.9 298.0 291.6 300.2 N.A. 91.S 95.7 107.: 118.2 91.3 
World Production .... 1,788.0 1,812.3 1,820.5 1,817.2 'NA 583.0 626.S 69S.8 710.0 620.0 - -- = -- -- --
(1) Excluding lignite. 
(2) The New Members joined on January l, 1973; prior data are pro forma. 

During 1975, Germany, Ita!y and France were the leading crurt'! steel producers in the ECSC and 
produced 40.4, 21.8 and 21.5 million metric tons, respective1y. The United Kingdom, Germany and 
France were the leadirg coal producers in 1975 nnd produced 127.8, 99.2 and 22.4 million metric tOns, 
respectively. As of December 31, 1974, approximately 1.4 million persons were employed in the nearly 
4(0 Enterprises subject to the jurisdiction of the ECSC. 

Iron nml Steel. The ten largest steel producer groups in the ECSC accounted for approximately 
72% of the crndc sled production of the ECSC in 1975. Their 1975 production of crude steel was 
as follows: 

Producer Groups 

1975 
Crude Steel 
Produdlon 

(In millions of 
, metric tons) 

Dritlsh Steel Corporation (U. K.) . . . . . . . . . . . . . . 17.2 
Finsiclcr (Ilnly) . .. .. .. .. .. . .. .. .. . .. . .. . .. . . 12.9 
August Thyssen (Germany) . . . . . . . . . . . . . . . . . . 12.2 
Estel (Hoesch-Hoogovens) (Ger., Neth.) . . . . . . . 10.7 
Sncilor (France, Germany) . . . . . . . . . . . . . . . . . . 8.9 
Arbcd (Lux., Belg., Ger.) . . . . . . . . . . . . . . . . . . . . 8.8 
Usinor (France) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.1 
Cockerill (Belgium, Frnnce) . . . . . . . . . . . . . . . . . . 5.2 
Peine Salzgitter (Germttny) . . . . . . . . . . . . . . . . . . . 3.9 
Man11csmnnn (Germany) . . . . . . . . . . . . . . . . . . . . 3.7 

Except for the United Kingdom, none of the Member States has nationalized its Iron nnd steel industry 
although severnl iron and steel Enterprises nrc wholly or partly owned by the Member States. 

s 



The ECSC is a net exporter .of crude .steel products. Its exports and imports of these products are 
set forth in the following table: 

STEEL EXPORTS AND IMPORTS(l) 

(expressed in crude steel equivalent in millions of metric tons) 

1971 1972 1973 1974 1975 
· ·-· -

Exports ... .. ... ..... .. 24.3 25.5 27.2 34.2 261 

Imports ............... 8.1 10.5 9.7 7.3 8.0 

(J) The New Members joined on January 1 .. 1973; prior data are pro forma. 

During 1974, of the total of the ECSC's exports of steel, 20% went to the United States, 103 to the 
U.S.S.R., 9% to the Scandinavian countries, 53 each to Brazil and Switzerland and 4% to Spain. No 
other co11ntry received 43 or more of the ECSC's exports of steel. 

CoaJ and Coke. The three largest coal producers in the ECSC accounted for about 87% of ECSC 
coal production in 1975 as follows: 

1975 
Produ~r Coal Production 

(In millions of 
metric tons) 

National Coal Board (U.K.) ..... . .•. . •............ . .. . 
Ruhrkoble A.G. (Germany) .. .... .. .... . ....... .. .... . 
Cbarbonnages de France (France) ..• . .•.•••. . ...•. • ... 

127.2 
75.3 
22.0 

The British and .French coal industries have been nationalized; other Member States own in whole or 
in part certain of their coal Enterprises. 

Total coal production in the Member States has decreased from approximately 312 million metric tons 
in 1971 to approximately 257 million metric tons in 1975. The ECSC expects that coal production within 
tl1e Member States will tend to stabilize at approximately current levels, partly as a result of cost increases 
for alternative sources of energy and pn.rtly as a result of EC<iC and Member State policies to encourage 
the use of coal in the generation of ekctricity. 

Total production of coke in the ECSC was approximately 79 million metric tons in 1975. Sinc:e 
1967, the ECSC has made grants to subsidize the production of ..:okiog conl within the Member States. 
In 1975, the Member States produced 87% of their coking cJal requirements. 

The ECSC's exports nnd imports or coal are set forth in the following tnblc: 

COAL EXPOl :TS AND JMPORTS(J ) 
(In mlll ions of metric Ion.,) 

1971 1972 1973 J 74 1975 

Exports • • • • I. • o ..... . 1.0 0.9 0.9 1.7 N.A. 

Imports .. .... ... ...... 31.2 31.6 29.8 38.0 N.A. 

(1) The New Members joined on January l, 1973; prior data arc pro formn. 

In 1974, Poland accounted for 40% and the United States for 34% of the ECSC's coal imports. 
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. . 
Raw Materials. The ECSC is a net im!Jorter of the important materials employed in the production 

of iron and steel products including coking coal (see Coal and Coke above), iron ore, scrap and alloying 
elements such as chrome, molybdenum, nickel a~d manganese. 

The ECSC's consumption, P.roduction and net imports of iron ore for the ·five .years through 1975 
are shown in the following table: 

IRON ORE(l) 
(in millions of metric tons) · 

Consumplion(2) ·Production Nee lmportJ 

1971 .. . ..... . . 1~9.8 o8.4 76.8 
1972 ... . .. ..•. 148.6 66.0 80.7 
1973 ...•...• . . 189.9 72.9 120.3 
1974 ......... . 197.8 67.6 134.2 
1975 ... . . : ... . N.A. 62.1 106.5 

(1) The New Members joined on January 1, 1973; prior dara are pro forma. 
(2) Consumption of iron ore in sioteriog plants, blast furnaces and steel mills. 

In 1974, Sweden provided 213 of the ECSC's iron ore imports, and Brazil, Liberia, Canada and 
Australia were the other main suppliers. . 

The steel Enterprises. of the ECSC have historically been net importers of scrap. Although the 
ECSC only imported 0.8 million metric tons of scrap in 1975 (less than 23 of total scrap used in pro­
duction), this h1d a significant upward effect on scrap prices due to the extreme inclasticity of supply. 

While no estirnntes of the iron ore and coal reserves of the EC5C have been made in connection 
with this offering, the ECSC believes that, in conjunction with other available sources, such reserves 
arc considered adequate on nn overall bnsis at current rates of production. 

Capital Invcstmenb. In the four years through 1974, the Enterprises have spent increasing amounts 
on capital investments, particularly in the iron and steel industries, as follows: 

CAPITAL INVESlMENTS(l) 
(In billions) 

1971 1972 1973 197-4 

Iron and Steel (2) . ..... . ......... ·- $2.9 
Con! (3) . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.3 

$15 
0.3 

$3.G 
0.4 

(1) The Nr.w Members joined on Janua.ry 1, 1973; prior clata nre pro forma. 
(2) Includes coking facilities owned by the steel Enterprises. 

$3.7 
0.5 

(3) Includes coking facilities not owned by the steel Enterprises, as well as lignite briquette fnctorics. 

While final figures for J 975 arc not yet available, the capital investments of the Enterprises are 
expcr: tcd to have declined ns a result of ndv.crse economic conditions. However, substantial capital invest­
ments are expected to continue to be made by the iron and steel Enterprises to increase productivity. A 
relatively high level of capital investments is also expected in tbc coal industry, reflecting the trend 
townrds concentration of production in more eflicicnt mines. 

Although pollution control regulations nrc not as stringent in tlic ECSC au they arc in parts of the 
United States, and va ry from country to country, it is expected thnt there will be increasing government 
regulation in this area nnd increasing uniformity among regulations. No systematic data currently 
exist as to the percentage of total ECSC capital investments which can be considered to have been spent 
in respect of governmental programs regarding pollution control. Sucb capital investments arc expected 
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to account for a significant percentage of total capital investments in both the coal and steel industries 
in the 11ear future. · ' · 

. . 
Thi! following table shows capacity and pr~duction of the steel and coal Enterprises. 

Capacity in 
millions of 

1971 

Steel Euterpriscs(l) 

1972 1973 1974 1975 

metric tons . • 135.8 139.7 174.5 178.9 )91.3 

Production as 
a3of 
capacity • . • . 76 81 86 87 66 

Cool E11terprises(l) (2) 

1971 1972 1973 1974 1975 

174.5 166.0 294.9 267.3 263.9 

91 88 89 88 94 

(1) The. New Members joined on January 1, 1973; prior data arc pro forma. 

(2) Co~1l production for purposes of this table is based on a definition which differs slightly from 
that on which the coal and steel production table above is based. 

Recent JJevelopments. During 1975 crude steel production within the ECSC declined approximately 
20% from th'~ 11revious year, which represented a substantial decline in utifization of capacity. The 
general level of prices for steel and steel products declined substantially in 1975 reaching a low point 
in October, but "as recovered a significant p rtion of .this decline through the Ii ·st quarter of 1976. 
New orders :f,:>r a id production of steel increasingly declined in each quarter corn. 1encing in the last 
quarter of 1Qtr11 :: .. ·ough the third quarter of 1975. These declines resulted principally :·om the effects of 
the WC"'":uwklt: economic recession, energy-related increases in costs, inventory reductions by purchasers, 
rr..: uccd level~. of construction nnd the restrictive monetary policies of the Member States. ln addition, :i 

continuation in· 1975 of increases, which began in 1974, in the prices of petroleum products and other 
sources of cnc:rgy increased tbe production costs of the Enterprises. Beginning in the lust quarter of 1974. 
these increases, which were, in large part, previously passed on to purchasers, could no longer be passed 
on because o'f market conditions. New orders for and production or steel in the last quarter of l 975 
exceeded tho~1e for the preceding quarter; new orders for the last qunrtcr of 1975 were greater, while 
production wus less, than in the last quarter of 1974. In the first qunrter of 1976 production wns greater 
tban in the la:>t quarter of 1975, bul less thnn in the first quarter of 1975. 

Tncrcnsecl prices for petroleum products tended to benefit the con! industry since coal and coal 
products became more competitive with petroleum products. Coal production within the ECSC during 
1975 incrcnseil 5.9% compared to 1974; however, had there not been a cont strike in tho United Kingdom 
in the ftrst quarter of 1974, there would probably have been no increase between the two years. Coal 
snlcs declined in 1975 due principally to th1} reduced level of economic nctivity in thr: Member Slates ancl 
energy saving measures taken by the Member States. 

Tho Member Stntes nre dcpendetit on external sources of energy for npproximntcly 60% of their 
requirements. In recent ycnrs the steel inclustry has nccountcd for less than 3% of the totnl petroleum 
consumption in the Member Stntes. 

Due, in part, lo wotldwidc petroleum price increases the rate of inflation in the Member States in· 
creased rnpidly in 1974. and currency exch11ngc rates flu r tuntcd widely worldwide. Prices in the Mcmbcr 
States continued to increase in 1975, although the rule of inflation decrenscd slightly, primarily due to 
reduced demand nnd lesser increases in production costs. us well ns restrictive monetary policies of the 
Member Stnl<ls. Each Member State has had a di1Tercr1• bnlnncc oC payments history. nlthough tbere 
was an overall balance of payments dcfil.: it of upproximutcly SS,381 million in 1974, primarily duo to the 
grcntly lncre111cd costs of importing crude oil. The impact oC tho payments deficit bus bad n partlculnrl>' 
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adverse effect on the finan~ ial .cositions of Italy and the United Kingdom. When final figures become 
available for 1975 ~hey are expe...tcd· to show that a decline in imports into the Member States has 
e1iminated tbe overall balance of payments deficit. A substantial payments deficit, thougli less than that . 
experienced in 1974, is expected in 1976 for the Member States due to increases in the costs and volume 
of imports, induding petroleum. 

INSTITUTIONS OF THE ECSC .. 
Although the ·ECSC is independent of the other European Communities, its institutions have been 

consolidt.ted with theirs. Under the Treaty, the ECSC originally bad its own institutions-the Special 
Council of Ministers, the High Authority, the European Parliament and ttie Court of Justice. In 1958 ... 
at the same time as the Common Market and Euratom were established, the structures of the European 
Parliament and the Court of Justice were redefined so as to function for nil three of the European Com­
munities. 

In 1967, the institutions of the European Communities were fu rther consolidated pursuant to tho 
provisions of the Treaty of April 8, 1965 (the "Merger Trcnty"). The Merger Treaty established a 
single Council of the European Communities (the "Council") and a single Commission exercising tho 
powers which previously bad been exercised by the three .separate Councils of Ministers and the three 
executive branches (the Commission of the Common Market, the Commission of Euratom and the High 
Authority of the ECSC). The Commission and the Council exercise their powers on each occasion 
"ccoruing to the provisions of tbc particular treaty in question: the Treaty and the treaties oI the Com­
mon Market and Euratom. 

The composition and functions of th<.' present institutions of the ECSC arc as follows: 

( 1) The Commission, the executive body of the ECSC, is responsible for cnrrying out the 
ECSC's objectives. The Commission is the key institution in managing the nfTnirs of the ECSC 
nnd acting by itselr can, nn·ong other things, impose the Levy, borrow funds and lend to the Enter­
prises. It is comprised of thirteen members who nrc untionals of the Member States, not more than 
two of whom may hnvc the same nationality. The present members of the Commission are as follows: 

~rnncois-Xnvicr Ortoli, President (Frnncc) 
Wilhelm Hnfcrkump, Vice-President (Germuny) 
Cnrlo Scnrnscin Mugnozza, Vice-President (Itnly) 
Si r Christopher Soames, Vice-President 

(United Kingdom) 
Patrick John Hillery, Vice-President (Irelnnd) 
Henri Simonet, Vice-President ( Delgium) 

/\ltiero Spinelli (ftnly) 
Albert Dorschettc (Luxembourg) 
George Thomson (United Kingdom) 
Petrus Josephus Lnrdinois (Neth .. rlnnds) 
Finn Olnv Gundelach (Dcnmurk) 
Clnudc Chcysson (rrnncc) 
Guido Drunner (Germany) 

(2) The Council consists of one rcprcscntntivc of each Me111bcr State dcsig'natcd from nmong 
the members of Its Government. It harmoni1cs the action-; of the Co111111i5$ion nnd those oC the 
governments of the Member States which nrc responsible for the general economic policies of their 
countries. Certain nc1ions or the Co111rnis:; io11 rcc1uire the ns~ent or the Council. 

(3) The Europcnn Parliamcnl (ulso culled the Asseinhly) consists of 198 representatives of 
the Memhcr Stntes elected by and from the ki;isl111ures or such countries. II meets pcrioclicnlly nnd, 
as regurcls the ECSC, reviews its work, particularly the gencrnl report submitted hy the Commission 
concerning the nclivltics of the EC.SC nnd its ndrninistrutive expenses. Dy n vole c~ censure il con 
compel the rcsignntlon of the members of the Commission. 

(ti) The Court or Justice of lhl.l Eu1 opc11 11 Co111111u11i1ies (the "Court") is composed of nine 
judges nppoinlc<l for six-year terms by common nccord of the governments of the Member Stutes. 
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Its primary function as _regards the ECSC is to interpret and apply the provisions of the Treaty. 
Commission actions are subject to judicial review only by the Court on the initiative of any Member 
State, the Council or an Enterprise; actions of the ~uropean Parliament and of the Council are also 
subject to review on the initiative of any Member S~lte or the Commission. Judgments of the Court 
arc binding in the Member States. The Court also has jurisdiction over matters submitted to it 
pursuant to provisions to that effect contained in contracts entered into by the ECSC. 

TAXING POWER AND FINANCIAL OPERATIONS OF TIIE ECSC 

Under the Treaty, the Commission has the responsibility to facilitate the financing of capital invest­
ment programs of the Enterprises. It discharges this responsibility principally by providing direct Joans 
and guaranties to the Enterprises and other concerns for the purpose of promoting industrial development 
within the ECSC. The primary source of funds for such Joans by the ECSC is from the proceeds 
of its own borrowings. Borrowed funds may be loaned to the Enterprises and other concerns by the 
Commission only for the following purposes: 

(a) To assist in accomplishing capital investment programs undertaken by the Enterprises. 

(b) With the unanimous assent of the Council, for the construction and acquisition by 
the Enterprises or other concerns of facilities (in.:luding housing for miners and iron and steel 
workers) which contribute directly and primarily to an increase of production or which are designed 
to lower production costs or facilitate the distribution of coal. iron ore and steel. 

(c) To create new accivities and to assist in rcconversions by Enterprises (or, with the assent 
of the Council, by other concerns) to facilitate the productive reemployment of labor displaced 
as n result of the establishment or the common market for coal and steel, technical developments 
or changes in marketing conditionc •n the coal and steel industries. 

The primary responsibility for capital investmeut programs rests with the individual borrower~. 
They decide what capital projects they desire to undertake and whether they will seek the assistance of 
the ECSC. The criterin applied by the ECSC in the selection or projects to be financed, out of all those 
submitted to it, nrc based on normal banking prnctices, including the financial standing of the borrowers 
rncl technical, economic nnd finnncinl considcrntions relating to the projects concerned, and tbc relative 
i111por1nnce or the projects ·to the EC5C. 

The EC5C borrows in whichever currencies appear most advantageous to it and under tbt best con­
ditions prevailing al the time in the capital markets in which the E.CSC opcrntes. In order to minimize 
risk, the ECSC matches the principal amounts, interest ratt:s, maturities and currencies of ) s Joans made 
from borrowed funds with the terms of its borrowings. Tl is nlso the general policy oC the ECSC to secure 
its Jo:ins by guaranties by the M~mber States, banks or industrial concerns or mortgages on the financed 
projects. Jn addition, the ECSC generally will nd vnncc not more than 40% (except in the case or certnh 
coal projccls where the ECSC generally will advance not 111o·e than 50%) or the entire cost of any project, 
supplementing 1he other resources available to the borrowers. Should receipts from such loans not be 
forthcoming or be delayed, or shculd the ECSC be cnllrd upon to honor its guaranties of indebtedness 
of the Enterprises nnd other concerns, the ECSC would .1uve recourse to its other resources to meet its 
oblignlions and in particular to the revenues from the Levy nnd the Guaranty Fund. See Fi11a11cial 
Opcrntio11s unc.Jcr flltrod11ctory Sta1c111L•111 nbovc. 

The followiug ls a detailed description of the principal nspccts of the financial operations of the 
EC<\C: the Levy, funds borrowed by the ECSC and Joans ond gunrnntics made by the ECSC. 

'fhc Lc''Y· A regular revenue, collected monthly in the respective currencies of the Member States, 
is nssurcd to the ECSC through the Levy which is the bosic resource of the ECSC und underlies its 
credit. The Commission is uuthorizcd under tho Treaty (by its own decision without the consent of 
any other institution of the ECSC or of the Member States) 10 impose a Levy on the average value of the 
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production of coal and steel by the Enterprises (avoiding cumul:ltive assessment) at an annual rate of up to . 
1 o/o. Decisions of the Commission imposing the Levy are enforceable against the Enterprises in the 
Member States. Should it for any reason bec.ome necessary to increa.Sc the rate of the Levy to ·a 
rate higher than 1 o/o. such hlgher rate must be approved by a two-thirds majority of the Council. The 
highest rate .of the Levy was 0.9% from July 1, 1953, to June. 30, 1955. Since January 11 1972, the rate 
Jias' been 0.29%. In 1975, coal Enterprises of the ECSC provided $1_6.8 million in Levy· revenues and 
steel Enterprises S77.5 million, making total Levy revenues $94.3 million. Beginning with the March 
1976 jnstalment and continuing through the February · 1977 instalment, the ECSC has extended the 
payment date of each monthly Levy instalment for two months after such instalment would ordinarily 
hav~ become payable. Levy payments to be made in 1976 are expected to be $104.9 million. 

In accordance with the Treaty, the proceeds of the Levy are available for the following purposes: 

(a) to meet any part of the payments due on funds borrowed by the ECSC (to the extent not 
covered by payments received by it on the loans which it makes to the Enterprises and other 
concerns) and any payments required to be made in fulfillment of ECSC guaranties; 

(b) to finance cxpenditnres for relocation and .-ctraining of coal and steel workers; 

(c) to finance expenditures for technical and economic research; and 

(d) to cover ECSC administrative expenses. 

Funds Borrowed by the ECSC. At March 31, 1976, outstanding ECSC borrowings totaled S3.27 
billion. Including borrowings by the ECSC which have been paid in full, the total initial amount of 
borrowings by the ECSC through March 31 , 1976, was $3.85 billion. A schedule containing detailed 
information with respect to all outstanding borrowings of the ECSC as or December 31. 1975, is set forth 
following Notes to Financial Statements in I.is Prospectus. The table below sets forth a summary of 
th~ outstanding borrowings of the ECSC at March 31. 1976: 

lnlllol Amount Amount Outsln.ndlng 

1nu.s. In U.S. 
Currenc1 of lnUA dollars JnUA dollnrs 
Borrowln1 (mlllloll,) (m.IUlons) (millions) (mlllloll•) 

U. S. dollar .. .. .. .... ' 1.313.0 J,530.0 l,120.3 1,305.5 

Gcnnnn mark ... .•..... 716.S 834.9 555.7 647.5 

Swiss f rnnc .....•... . .. 328.0 382.3 293.2 341.7 

llalinn lira ............ 194.3 226.4 168.0 195.7 

French f rnnc ..... ' .... 236.6 275.7 224.0 261.0 

Luxembourg franc .. .. . 142.7 166.3 130.0 151.S 

Dclginn franc .. . ....... 114.0 132.8 101.2 I 17.9 

Dutch guilder .. .. ... .. 133.1 155.1 91.S 106.6 

Other . ......... .. ... . . 128.9 150.2 120.2 140.l 
----

Total ......... .... 3,307. t 3,853.7 2,804.J 3,267.S 
----- - - -

The ECSC moy Crom time to time heren{tcr issue additional bonds or notes in various currencies. 

Dctwcen 1954 nnd November 1960, nll borrowings by the ECSC were mndc under nnd secured 
by the Act of Pledge dated November 28, 1954, ns nmcnclccl ("Act or Pledge"), between the High 
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Authority of the ECSC (now the Commission) and th~ · Bank for International Settlements, Basie, of 
which borrowings of SS8.0 million were outstanding at March 31, l976. Under the terms of the Act 
of Pledge, the ECSC deposited with the Bank for International Settlements, as security for borrowings 
made pursuant to the Act of Pledge, the proceeds of such borrowings or, upon such proceeds being 
loaned to the Enterprises or other concerns, obligations of the borrowers and collateral securities in 
respect of such !bans. All borrowings since 1960 have been made outside the terms of the Act of Pledge. 
At March 31. 1976, outstanding borrowings made outside the Act of Pledge Were $3.21 billion. It is 
the present intention of the E~C to make no further borrowings under the Act of Pledge. . 

The ECSC has punctually paid when due the interest and principal payments on its outstanding 
debt and bas never been in· default thereon. · · 

The table below sets forth the ECSC's principal and interest obligations through 1990 on its debt 
outstanding at December 31, 1975 (detailed information . on the amortization of such debt, as well as 
additional debt through March 31, 1976, to maturity is set forth in schedules following Notes to Financial 
Statements): 

. AMORTIZATION 

(lo thousnuds} 

Year 

1976 

1977 

1978 

1979 

1980 

1981-85 .. . .... . ...... ~ .. .. . ... .. .... . 

1986-90 .... . .. ... . ..... . .. . ........ . . 

Prlndpal 

s 84,632 

95,741 

184,706 

304,582 

440,714 

1,499,690 

242,471 

In le rest 

$ 224,526 

221,388 

215,628 

204,701 

180,603 

417,270 

46,155 

Tolnl 
Debt Se"lce 

$ 309,158 

317,129 

400,334 

509,283 

621,317 

1,916,960 

288,626 

Loans and Guaranties by the ECSC. Since its inception the ECSC has granted loans to the Enter­
prises and other concerns (both from borrowed funds and from its own resources) aggregating $3.4 
billion through December 31, 1975, of which, us a result of repayments by the borrowers, $2.7 billion 
was then outstnnding. Of this amount, about 26% was guiirantced by the Membc:r States, 25% by banks 
and 18% by industrial concerns, and 27% was secured by mortgages on the projects financed. 

Since the establishment of the ECSC, there have been defaults on 3 loans, totaling $1.8 million. 
which is less than 0.1 % of the total amount of loans granted by t11e ECSC. Rescheduling of principal 
and interest pnyment dates and delays in the receipt of loan service charges have been insignificant. 

Guaranties granted by the ECSC since its inception amounted in the aggregate to $65.3 million 
through December 31, 1975, all in favor of the Enterprises, of which S24.3 million were outstanding at 
that clntc. Such guaranties arc secured by guaranties to the ECSC from the Member Stntcs, industrial 
concerns or banks or by mortgages on the projects financed. The ECSC has never been required to 
make payment on a guaranty. 
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A breakdown of the loans and guaranties outstanding as of December 31, 1975, by types of investment 

is presented in the following table: 

LOANS AND (.. JARANTIES OUTSTANDING BY 

TYPES OF fNVESTMENT 

(in mllUons) 

Iron and steel induHry . ...•.... ·.: .. . ...... . 
Coal mining industries(!) . ... . . . . . .... .. .. . 
Industrial reconversion .... . .....•. . . ......• 
Workers' housing . . . . ..•. ................ .. 
Iron ore mines . ..... . . . . . ... . •. . . .. .. . . . .. 
Other ................. . . ............... . 

Tot.al .................. . .... . 

. Loans 

$1,726.31 
504.04 
344.87 
139.''6 

9.49 
8.35 

$2,732.32 

(1) Including coking plants and thermal power stations. 

Guar:i nties 

$24.32 

$24.32 

Tol:i1 of .... 
Loam:ind 
Guanmdes cto 
$1,750.63 63.5 

504.04 18.3 
344.87 12.5 
139.76 s.i 

9.49 0.3 
8.35 0.3 

$2,757.14 100.0 --

The following table sets forth a breakdown of the ECSC's loans outstanding by country at the dates 
indicated: 

LOANS OUl'STANDING 
(In mlll lonJ) 

December 31, 

1971 1972 1973 1974 1975 

Amount Amount Amoimt Amount 
of of of of 

Amouat 
of 

Lo:ins % Lo:ao..t % Lo:ins % Lo:w.s % Lo:ins % 

Germany , • , . ......... ............ . ... S 508.3 45.4 S 552.2 43.3 S 750.7 47.4 S 901.2 

Fronce ... . ........... , . • .. . .. .. • .. . . 224.8 20.l 294.4 23.1 422.2 26.7 510.6 

11nly . .. .. .. • .. .. • .. .. .. .. • .. .. . . .... . 195.0 17.4 209.4 i .4 185.3 . 11.7 239.3 

United Kingdom( I) ........ . ........ . 
Belgium . ....... . ... . ............. . . . 

Netherlands .•.. •• ••• . ..•..••.••..... 

Dcnmnrk(l) .. . .. .••.. .. •..•..••.••.. 

Luxembourg .. ....••....•••... .•.... 

Irclnnd(l) • • ..• •....•. . ..••.• . •••. . • 

114.3 10.2 

70.9 6.3 

6.6 0.6 

131.S 10.3 

81.S 6.4 

6.4 0 . .5 

129.0 

78.6 

10.S 

6.7 

87.4 

8.1 138.9 

s.o "'0.2 
0.7 10.9 

0,14 7.0 

Total ................... Sl,119.9 100.0 Sl,275.4 100.0 Sl,583.0 100.0 Sl,9GS..S 

45.8 s 988.2 36.2 
26.0 615.9 22.S 
12.2 422.2 IS.S 
4.4 393.4 14.4 

7.t 172.8 6.3 

3.6 96.2 3.S 
o.s 36.7 1.3 

0.4 7.2 0.3 

0.2 ---
100.0 S2,132.8 100.0 -------- --- ------- - --- -- --- -- --- -- --- --

(1) Member Sr.ntc since January l, 1973. 

In Mnrch 1976 tho ECSC announced a loan or $288.6 million to British Steel Corporntion lo finance 
a new blast furnace nnd improvements designed to incrcnsu the cnicicocy of its facilities, nod n Jann 
or $28.9 million to the Nntioanl Coal Bonrd. The Drilish Steel Corporation lo:in will be disbursed ovc~ n 
four year period commencing in 1976. · 

Guaranties (which arc not included in the above table) aggregating S24.3 million were outstanding 
as of December 31, 1975. 

Loans granted to assist in industrial rcconversions by borrowers to fncilitntc the productive reemploy­
ment of displaced lnbor represent a significant part of the lending activity of thr. ECSC. In addition 
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to the Enterprises, many other industries have benefited from this type of loan, including motor vehicle 
manufacturing. chemicals, nonferrous metals and industrial parks . 

. 
APPLICATION OF PROCEEDS 

The pro·~eeds from the s~e of the securities offered hereby will be used to make loans to the Enter­
prises for the purposes set forth in the first paragraph under Taxing Power and. Fi11011cial Operations of 
the ECSC. 

. ' It is expected that the proceeds from the slile of the Notes and the Bonds will be ·used principally to 
aid the Enterprises in their fin3..ncing of the cost of projects for the modernization and improvement of steel 
and coal production facilities and, with the assent of the Council, to finance a part of the cost of facilities 
which contribute to the marketing of coal ancJ steel products and ::>f industrial reconversion projects and 
oth1:r activities designed to facilita' .! the productive rcemploymeoc of displaced labor within the ECSC. See 
Loam; and Guaranltes by the ECSC under Taxing Power and Financial Operations of the ECSC above. 

DESCRIPTION OF THE NOTES AND THE BONDS 

The following is a brief summary of tue terms and conditions of the Notes and lb~ Bonds and the 
.Fiscal Agency Agreements with respect thereto, a copy of each of which is filed as an exhibit to the 
Registration Statement. This summary does not purport to be complete and is qualified in its entirety by 
reference to such exhibits. · 

The Notes and the Bonds will each be unconditional, direct, general obligations of the ECSC, for the 
payment and performance of which the full faith and credit of the ECSC wiu be pledged. The Notes 
and th Bonds will rank pari passu with each other aod with all other bonds, notes nnd other obligations 
herctofor~ or hereafter issued by the ECSC except ru~ those issued pursuant to and secured by the Act 
of Pledge. 

I . 
The Note:. and the Bonds will each be issued in coupon bearer form, registrable as to principal, in 

the denomination oC Sl,000, nod in registered form without coupons in denominations of Sl,000 and 
multiples thereof. The Chase Manhattan Dank, N.A. (the "Fiscal Agent"), will net as fiscal agent for the 
ECSC in connection with both the Notes and the Donds and in nccordnnce with the respective Fiscal 
Agency Agrecmem r.·lnting thereto. The EC.SC maintains deposit accounts and conducts other bunking 
transactions in tll1c ordinary course of business with the Fiscal Agent. The Fiscn.1 Agent is the agent of 
the £r-5C and is not a trustee for the NC1teholdcrs or for the Dondholders nnd docs not have the same 
rcspo11sibilities or duries. to net for such holders as would a trustee. 

Intc. ·st wm be paid on the Noles nnd the Bonds at the respective rate set forih on the cover pngc 
of this Prospectus, payable semiannually on November I and Mny 1, with the inirial payment due on 
November I, 1976. 

ltc<lemption of the Noles. At any time on and after May I. 1983, the Notes will be redeemable, In 
whole or in part, al the option oC the ECSC. at the principal amount thereof plus accrued interest, if any. 
to the redemption date. Each redemption shall be on nt least 30 dnys' notice and, in the event of redemp· 
tion in part, the Notes to be redeemed will bo selected by lot by the Fiscal Agent. No sinking fund will be 
provklcd for the Notes. Notice of redemption of the Notes will be published nt Jcnst once in cacl1 of four 
successive cnlcndnr weeks in n daily newspaper printed in the English language and of general circulation 
in The City nnd State of New York. Additioanlly, notice of such redemption will be mnilc:cl to holders of 
registered Notes without coupons nnd to those holders of coupon bearer Notes who hnve registered tbo 
principal o{ their Notes, to their Inst addresses ns they appear on the transfer register oC the Notes. 

Slnkln~ Fund und nedcmption of the llonds. The ECSC will redeem, or in the cnso o[ the Inst in· 
stnlmeot pay al maturity, the Bonds ln 15 instnlrncots us follows: S6,GG5,000 on May 1 in each year 1982 
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to 1995, both inclusive, and S6,690,QOO on May 1, 1996, in each case at the . princ!pal amount thereof 
together with accruea interest. The ECSC will also have the right, at its option, to redeem on each such 
May 1, an additional principal amount of Bonds, not exceeding the amount of the maridatory redemption 
payment ~or such May l, at the principal amount thereof together with accrued interest to the redemption 
date, but such right shall not be cumulative from year to year; any Bonds redeemed as provided in thls 
sentence are to be credited against mandatory redemption i;:aymcnts in the inverse order of such pa}rmcnt 
obligations. Any Bonds redeemed otherwise than as aforesaid or purchased or otherwise retired by the 
E9SC may be credited by it, at the principal amount thereof, against any mandatory redemption payment . 
designated by it. 

The Done.ls will also be redeeemable, at the election of the ECSC, as a whole or in part from time 
to time, on and after May 1, 1988, at the foJJowing redemption prices (expressed in percentages of 
principal amount) , together in each case with accrued interest to the redemption date: 

If Redeemed Durlo1 
Twelve Months' 

P r.rfod Beginning 
Mnyl, 

1988 . .. . ... ... . .. . ........ . ... . ...... . 

1989 

1990 
1991 
1992 ............. . . . . . . . .. . . . .. .. ... . 

1993 .... . . .... . . . ... .......... . . . .. . . . 
1994 
1995 

Redemption 
Price 

102.35% 

101.88 

101.41 

100.94 

100.47 

100.00 

100.00 

100.00 

Each rcdcmplion shall be on at least 30 days' notice nnd , in tbe event of redemption in part. the 
Bonds to be redeemed will bo selected by lot by the Fiscnl Agent. Nolice of redemption of the Donds 
will be published nt least once in each of four successive calendar weeks in n dnily newspaper printed in 
the English Jnngungc nnd or general circulation in The City nnd Stnlc of New York. Additionally, notice 
of such redemption will be mailed to holder~ of rcglsteroo Donds without coupons and to those holders 
oC coupon bearer Bonds who have registered the principal of their Donds, to their lust addresses as they 
appcnr on the lransfcr rcgis1cr of the Bonds. 

Covcnnnfs. Under each fiscal Agency Agreement, lhe ECSC will ngr::e that it will apply the pro­
ceeds from the sale or 1h~ sccurilies offered hereby nnd the proceeds from nny olhcr borrowing by the 
ECSC outside lhc Act of Plcdgc only for the purposes of making loans in the manner provided in tht' 
Treaty or reti ring 0111s11tnding borrowings by the ECSC oulsidc the Act of Pledge. 

The ECSC will nlso ngrce to mnintnin nnd collect tbc Levy in such amount ns shnll be sufficient lo 
meet, in nddition to nny olher payments to be mnde therefrom. its oblignlion!i under the Notes nnd thc 
Bonds which cnnnot be pnid from 01her funds of lhc ECSC nml not to ercnle any lien on the revenues 
from the Levy or nccumula1cd revenues from the Levy (includ ing the Guarnnty Fund) or on the proceeds 
of the sn\c of such securilics, or uny other obligntions for money borrowed oulside lhc A\.l of Pledge, or 
nny nssels (und nny sccurily related to such nssets) of the ECCiC derived from such proceeds. 

The ECSC will "'so ngrec not to issue ony obligo!lons for money borrowed which nrc secured by 
nny mortgngc, pledge or other priority ou nny revenues or nslicts or the ECSC or which shnll be entitled 
to the beneOt of nny commilmcnt of the .ECSC which might require it nt nny time to secure such obligll· 
tions (either olonc or wi1h olher indl!btcdncss) by uny such mortgnge, pledge or other priority. Such pro· 
visions, however, shnll 1101 prevent Ilic issue of ndditionul secured bonds nncl notes pursuant to the terms 
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of the Act of Pledge OJ the ple-dge of or other priority on the assets held or to be held by the depositary 
thereunder as security for the secured bonds and notes heretofore or hereafter issued pursuant thereto. 
However, it is the present intention of the ECSC to make no .rther ~orrowings under the Act of 
Pledge. 

General. Th~ principal of and interest on the Notes and the principal of, premium, if. any, and 
interest.on the Bonds will ·be payable at tbe corporate trust office in New York City of the Fiscal Agenc, 
and at such places in Europe as are designated by the ECSC, in such coin or currency of the United 
States of America as at the time of payment is legal , .nder for public and private debts, without deduc· 
tion for any present or future taxes, fees or other charges levied or imposed by any present or future 
Member State or any political or ,taxing subdivision of any Member State. 

With the written consent of the holders of not less tban 66%% in principal amount of all the 
Notes or the Bonds, as the case may be, at the time outstanding, the ECSC may modify any of the 
terms or provisions contained in such securities in any way. provided that (i) if any such modification 
would chunge the tenns of payment of the principal of or interest on any Note or tbc principal or. 
premium, if any, or interes~ on any Bond or the amount thereof or affect the rights o( holders of less 
than all the Notes or Bonds at the time outstanding. the consent of the holders of all the securities 
affected thereby is required and (ii) if nny s·uch modification wouJd reduce the aforesa~J percentage 
required for authorization of sucb modification, the consent of the respective holders of all outstanding 
Notes or Bonds is required. 

The ECSC will appoint tbe Fiscal Agent as its authorized agent in New York City upon which 
process may be served in actions arising out of or based upo:i the Notes or the Bonds which may ht: 
instituted in any Stnte or Federal court in Tho City and State of New York by the holder thereof and 
the ECSC will irrevocably waive any imml'nity from jurisdiction to which it might otherwise be entitled 
in any such action. The Notes, the Bonds and the Fiscal Agency Agreements will e:ich provide that 
it will be governed by and interpreted in accordance with New York law, except with respect to its 
authorization and execution on behalf of the ECSC and nny other matters required to be governed 
by the laws of the ECSC, and that the jurisdiction of the Court of Justice of the European Communities 
will extend to nny dispute between a bolder of Notes or Bonds nnd the ECSC. 

Dcfnult. Jn case of (i) default in nny payment of principal of or interest on any of tho Notes or 
principal of, premium, if nny, or interest on any of the Bonds and cont inuance thereof for a period of 
30 days, or (Ii) default in the performance of any other covenant contained in such securities und con· 
tinunnce thereof for n period of 90 days nftt!r written notice thereof sbnll have been given to the ECSC 
and the Fiscal Agent by the holders of not less thnn 25% in principal nmouot of all tbe Notes or 
Bonds, ns the case mny be, then outs•anding, or (iii) default. as deftn<.'d therein. in nny instrnment evidenc· 
ing, securing or protecting any indebtedness of the ECSC, now or hereafter outstanding and maturing 
more thnn one year from tho date of its creation, and if tho maturity of such indebtedness shall hnve been 
nccelcrntcd so that the snme shall hnvo become clue and payable prior to the drtc on which tho same 
would otherwise hnvc become due and payable and such acceleration shn!I not . have been rescinded or 
annulled, then, in any such cnse. the pri 1cipnl of nil the Notes or the Bonds then outstanding mny be 
d1.-clnrcd to be due nnd paynble immediately by written notice given to the ECSC 11ml the Fiscal Agent 
by the holders of not less thnn n majority in principal amount thereof then outstanding. but if, before any 
5udgmcnt or decree for the payment of moneys due thereon shall hnve been entered, nil nrrenrs of interest 
upon nil the Notes or the Bonds nnd nil othc( sums uuc in n .. ~pcct thereof, except nny principal payntcnts 
which shall not have matured by their terms, shnll have been duly paid and nil other defaults made 
good, the holders of nol less than n majority in principal amount thereof may rescind any such 
declar; tion. 
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It should be noted that the Fiscal Agency Agreements do nol ;ontain any provisions whereby the 
holders of the Notes or the · onds will be notified of any default The Note register and the Bond register 
will be open for examination and copy!ng by any bolder of Notes or Bonds, as the case may be, during 
regular business hours. However, since a substantial portion of the Notes and the Bonds may be held 
in· bearer form, newspaper·publication, in addition to mailing, may be necessacy to contact other Note· 
holders or Bondholders for purposes of declaring a defauh. 

Ta.ution. As regards United States ta'll:ation, in the opinion of Messrs. Cravath, Swaine_& Moore, 
special counsel for the ECSC, interest on the securities offered hereby is currently exempt from United 
States income taxes, including withholding truces, if paid to an individual who is not a citizen or resident 
of the. United States, or to a corporation organized under the Jaws of a country other than the United 
States, whether or not such individual or corporation is engaged in trade or business in the United States, 
unJess · 

(i) the corporation is a life insurance company carrying on a United States insurance 
business to which the bte-cst is attributable, within the meaning of the United States Intemnl 
Revenue Code, or 

(ii) the individual oi corporation has an office or other fixed place of business in the 
United States to which the interest is attributable, the interest is derived in the active conduct 
of a banking, financing or similar bu.c:iness or is rcccived by a corporation the principal 
busir ~ of which is trading in stock or securities for its own account, and certain other 
conditions exist. 

LEGAL OPINIONS 

Legal mntters relating to the securities offered hereby will be passed upon for the ECSC by Mario 
P. P. Cervino, n Legal Officer of the Commission, nnd Messrs. Cravath, Swaine & Moore, New York, 
N. Y., special counsel for the ECSC, and for the Underwriters by Messrs. Sullivan & Cromwell, New 
York, N. Y. All statements in t11e Prospectus with respect to the Treaty have been passed upon by 
Mr. Ccrvino nnd are included upon his au1hority. 

UNDERWRITING 

'flic Underwriters named below have severally ngrccd to purchase, and tho ECSC hns ngrced to 
seU to them, scvcrnlly, the respective principal amounts of Notes and Donds indicated below. The prin· 
cipal nmouots of Bonds indicated below arc subject to reduction ns clcscribcd below under Delayed 
Delivery Arrangements. The Purchase Agreement provides thnt the several obligations of the Under­
writers arc ;ubject to certain conditions as therein set forth. The Underwriters will be obligated to pur­
chase nil .ne Notes, nnd all the Donds not covered by con tracts rcfcrml to under Delayed Delivery 
Arran1:cme111s, if any Notes or 13oncls arc purchased. Kuhn, Loeb & Co., The First Doston Corporation, 
Laznrd Fr~rcs & Co. and Warburg Paribas Decker Inc. nre the Represcnlativcs of the Underwriters. 
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N111JM of Uadenntter 

Kuhn, Loeb & Co. . .... . ........................... . ...... . 
The Fl!st Boston Corporation .... . ........•.............. . ... 
Lazard Freres & Co. . . . . . .. . .. . .............. . ....... . . . ... . 
Warburg Paribas Becker Inc ............. . .. ..... .. ........ .. 
ABD Securities Corporation ... . ...... , ... ....... ... .. ....... . 
Amhofd and S. Bleichroeder, Inc. . .......................... . 
Dache Halsey Stuart Inc. . .. . .. .. . . ...... ............ . .. .. . .. . 
Bnuca Commerciale Italiana . . .. . ... ........................ . . 
Banca Nazioaale del Lavoro ..... . . . .................. . .... . 
Banque Generate du Luxembourg S. A. ...... . ........ . . .... . 
Banque Internationale a Luxembourg S. A .. . .. ......... . ... . . . 
Basic Securities Corporation .... ................ . . . . ..... . .•.. 
Bear, Steams & Co. . . . . .. .. . ... . ... . , .. ......... . . . . .... . . . 
Blyth Eastman Dillon & Co. Incorporated ....... .. .... . . . • .. . 
Alex. Brown & Sons ........... . . . ..•..•.. ... •.. . . . .. . . . .. .. 
Daiwa Securities America Inc. . .. . . . . .. . . .. . . •. •... .. .. . . .. . • 
Dillon, Read & Co. lac. . ..... .. . ... .. .. , . . . . . . .. ...... . . .. . 
Drexel Burnham & Co. Incorporated . • . . ... . .. . .•... . ...... . . 
EuroPartners Securities Corporation .•..• . • . ...... •.... . . . . .. • 
Goldman. Sachs & Co. • . . • •.•.•... . . .. ...••..•...... . . . . .. .• 
Hornblower & Weeks-Hemphill. Noyes Incorporated .. . . . . . . • .• 
E. F. Hutton & Company Inc. . . . .........•• . . ... . . . ..... . .. • 
Kidder. Peabody & Co. Incorporated .......... .. . . . . .... .. . .. . 
Krcdictbnak S. A. Luxcmbourgcoise .. ............ . . . . .. ..... . 
Lazard Frcrcs ct Cie. . .............. . ...... . ........... . .. . 
Lehman Brothers Incorporated ........... ..... .. .. . .. .. . . . .. 
Loeb. Rhoades & Co . .. . . ....... . . ....... . .• •.... . .... . ..... 
Merrill Lynch, Pierce, Fenner & Smith Incorporated . .. ........• 
Moseley. Hallgarten & Estabrook Inc. . .....•.. • . .... . . ....... 
New Court Securities Corporation ... ... . ..• . . ... ............. 
Paine, Webber, Jackson & Curtis Incorporated ............... . 
Wm. E. Pollock & Co .• Inc. . •.• . ..•• . . . . . ....•...•....• . ..•. 
Reynolds Securities Jnc .. .... . .... . ........... . .... . . . .... . . . 
L . F. Rothschild & Co. . . . . .. . .. . . ............ . . .......• •••. 
Salomon Brothers ..... . ... ... . . . ..... . .. . . . ... . ..•. .... •. . • 
Shields Model Roland Securities Incorporated .. . . ..... .. .•.... 
Smith Darney. Harris Upham & Co. Incorporated . . .... . ..•. . • 
SoGcn-Swlss Incematiooal Corporation . . .. . . . •... .. .. ... •• .. . 
Thomson & McKinnon Auchincloss Kohlmeyer Inc ...... . ..•.. . 
Spencer T rask & Co. Incorporated . . .... . ... •. . ••.• . . . .. . . . ... 
Tucker. Anthony & It L Day. Inc . ......... . • . .. . . . . . •.•.•.. 
UilS-DD Corporation . ..•. . .. . •..• . ..•.. . •..•. . •...•......•• 
Weeden & Co. Jncorp Jratcd ..••..•• . . . •. .• . . .•. ....•.•.•••.• 
Wertheim & Co .• Inc. . ........ . . ... . .. . . .... . ..........•... . 
WMtc. Weld & Co. Incorporated .......... . ................ .. 
Denn Witter & Co. Incorporated . . . . .... . . ..... . ........•. . .. 
Wood. Struthers & Winthrop Inc ... ....... .. . ........•. . . • .. . 

Total ....... . ...... . ...... . ..... •. .. . . .•. . •. . 
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Principal 
A.mount ol 
· Notes 

$ 5,300,000 
5,300,000 
5,300,000 
5,300,000 
1.000.000 
1,000,000 
1,600,000 
1,000,000 
1.000,000 
1,000,000 
1,000,000 
l ,000,000 
1,000,000 
1,600,000 
1,000,000 
1.000.000 
1,600,000 
1,600,000 
1,000,000 
1,600,000 
1,600,000 
1,600.000 
1,600.000 
1,000,000 
1,000,000 
1,600.000 
1,600,000 
1,600,000 
1,000,000 
1.000.000 
1.600,000 
1,000,000 
1,600,000 
l ,000.000 
1,600,000 
1,000,000 
1,600,000 
1.000.000 
1.000.000 
1,000,000 
1.000.000 
1,000,000 
l,C00,000 
1.600.000 
1,600,000 
1,600,000 
1.000.000 

S75.000.000 

Priaclpal 
Amount or 

Bo ads 

$7,425,000 
7.425,000 
7.425.000 
7,425,000 
1,300,000 
1,300,000 
2,100,000 
1,300,000 
1,300,000 
1,300,000 
1,300,000 
1,300,000 
1,300,000 
2.100.000 
l,300,000 
1,300,000 
2.100,000 
2,100.000 
1,300,000 
2.100.000 
'.2.100.000 
2.100,000 
2,100,000 
1.300,000 
1,300,000 
2,100,000 
2,100,000 
2,100,000 
1,300,000 
1,300,000 
2,100,000 
1,300,000 
2,100,000 
1,300,000 
2.100.000 
1.300.000 
2.100.000 
1,300,000 
1,300,000 
1.300.000 
1.300.000 
i,300.000 
1,300,000 
2,100,000 
2,100,000 
2.100.000 
l,'300.000 

Sl00.000.000 



The ECSC has been advised by. the Representatives that the Undcrwritc:rs propose tc1 offer the 
Notes and the Bonds ro the public initially at the offering prices set forth on the cover of this .Prospectus 
and to certain dealers at such prices less a selling concession of, in the case of Notes, 0.503 of the 
principal amount thereof, and, in the case of Bonds, 0.70% of the principal &(!lount thereof; that the 
Underwriters may allow, and each such dealer may reallow to other dealers, a concession not exceeding, 
in the case of Notes, 0.25% of the principal amount thereof, nod, in the case of Bonds, 0.25% of the 
principal amount thereof; and that. after the initial public offering, such public prices and such 
concessions and rcallowaoces may be changed. 

DELAYED DELIVERY ARRANGEMENTS 

The ECSC has authorized the Underwriters to solicit offers by certain institutions to purchase Bonds 
!rom the ECSC, at the offering price set forth on the cover of this Prospectus, pursuant to Delayed 
Delivery Contracts providing for payment and delivery on November 4, 1976, or such other date or dates 
as the ECSC shall approve. Such Contracts are to be with institutions and in amounts approved by the 
EC5C but not in excess of S20,000,000 aggregate principal amount, and each such Contract must be 
for a minimum of $250,000 principal amount of Bonds. 

Institutions with which Delayed Delivery Contracts may be mace include commercial and -savings 
banks, insurance companies, pension funds, investment companies, educational and charitable institutions, 
and such other institutions as may be approved by the ECSC. The Underwriters will receive from th~ 
ECSC, at the time of delivery to the Underwriters of the Bonds to be purchased by them, a fee of 1.25% 
of the aggregate principal amount of the Bonds contracted to be sold pursuant to Delayed Delivery 
Contracts. Delayed Delivery Contracts will not be subj~t to any conditions, except that (1) the purchase 
by an institution of the Bonds covered by its Delayed Delivery Contract shall not at the time of 
delivery be prohibited under the laws of the jurisdiction to which such institution is subje.ct, and (2) 
the sale of Notes ar.d Donds to Underwriters pursuant to the Purchase Agreement shall have been 
completed. The Underwriters will not have any responsibility in resp~t of the validity or performance 
of Delayed Delivery Contracts. 

The principal amount of Bonds to be purchased by each Underwriter shall be reduced by an 
nllocoble part or the Bonds contracted to be sold p irsuant lo Delayed Delivery Contracts, except as 
otherwise provided in the Agreement Among Underwriters relating to the purchase nod snlc of Bonds. 
The Underwriters may allow to deniers a commission of 0.70% of the principal amount of Bonds for 
which Delayed Delivery Contracts entered into by the ECSC arc arranged by such dealers 'through the 
Representatives. 
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. . . 
~URQPEAN COAL AND STEEL COMMUNITY 

BALAN~ SHEET 

December 31, 1975 

(ln Units of Accounl~ ~ote 1) 

Loans from Borrowed Funds (Note 2) 

(a) Disbursed: 

.ASS ETS 

In US dollan •• •• :·. . • • • • • • . •• •• ••••••• •••• • 
Jn Gcrm:in marks • •• •.•. • ••••••.••••• . •••• •• 

ln S\Yiss francs •• • ••• . ••••.••••• • ~ •••••••••• • 
In Frc1tch fran cs •. • •••.•••••.•••••••• ••• •••• 

Jn Luxembourg fraocs ••• ••••• ••• ••••••• • •••• 
In Italian Jjrc. ,. •••••••• •••• •• , . ••••• , ••••• •• 
Jn Belgi:in francs .•••• • • •••.••••• . • • .• . • .•• •• • 
ln Dutch guilders ••••. • •••••••.••••••••••••• 

Other (N'oto 3) ••. ••• ••••••• , •••• •• , ••••••• •• 

(b) Undisbursed balances: 

Jn Gennan marks .• ••••.•• •••• , . ... ...... ... . 

Jn US dollars t t t t t t t It I • t t t t t t t t I t t ft f t t •.•ft 

In Italian lire • • . • •.••.•• • •••••.•••••• , •.• •• • 

Additional Loam (Note 4) 
(a) r:rom Special Fund (for housing project!) 

From Spccbl Fund (for rcconvcrslou) • • • •••.•• 

(b} Other: 

From nlloeution for rcadaptation ••••. •• •••••••• 
Prom allocation !or research • •.. .. •• ••... , .• ••. 

From other funds .••••• , , ••.•... . ... • . .••.. •• 

Cash nnd Other Current Item' 

(a) Ouh and due from b:inlcs (Note 5) •• • • ••.•. •••. 

(b) Other rccclvablc:.s from banb (Note 6) • •.• , ••••• 

864,298,109 
492, 109,893 
245,545,294 
147,395,212 
131,341,263 
)31,318,021 
102,650,856 
50,279,126 
79,727,354 

2,244,665,728 

27,015 
107,270,356 
39,157,392 

146,454,763 

97,878,561 
0 

97,878,561 

356,701 
2,304,662 

12,64G,188 

15,307,551 

269,897,31 I 
30,438,823 

ln\'l'&1rnent Scnirttl~ (11 t t'051j 71,031,363 sal m11rket) 
(Nole 7) •••• •.. . ......•••... •• .• ••••• ... ••••••••.•..••...••••... 

Provulon For CoupoM And Bonds Due Dul N ot Yet 
J•tt.atn tttd • t • t f t • t t t f t t f t t t t t f t t f f f f f f f f t f f f f f f f f t f f f f t t t I t t t t f f f 

lnlerut rt1celv11bl1 But Noc Yet Due •••• . •• , ••••• ••• ..••.. . . , , .• , • • , 

RecoverobJe luulng Co.sh • •• , , ••• , •...• , , ••••••.• , . , , ••••••••.•••. , 
Other Asset• ············ ···· ··· · .... ··· ····· ... ..... .. .. ·········· 
Fixed A"dltl • ••• • •••••••• ••• , , • , •••.. , ..•• • •••••• , . , . , • , .• , , , •. , .. 

Pei Conlnu 

Enlcrpriso Linbilltlcs Wider Ouarnnlic.s 
(Note 8) • . • . . • • . • . . . • . • • • • . . . . . . • • . . . • 20,87.S,494 

Due on Debentures (Noto 9) • . . . • • •• , . • 65,499,415 

20 

2,391,120,491 

I 13,186,112 

70,42.S,943 

48,908,429 
59,461,075 
36,719,2.SO 
14,391,077 

J 

3,034,548,512 



EUROPEAN COAL ANT.b STEEL COMMUNITY 

BALANCl~ SHEET 

Demmber 31, 1?75 

(in Units of ~~ou~t-&e Note 1) 

LTABILIDES 

...__ Dorro"1n~ (Note 10) 

In US dollars . • .•.••• · . ••••••• •• • , • .• •••.•••.• • 
In German marks ....•••.• ..• •••••••• •• •••••••. 
Jn Swiss frnncs •• ••• . .• . •.••••.•• .•. •••••.••• •• 
Jn I talian lire ••..•.•••• . • , •••••• , . ••••• . •••••• 
Jn French francs .......... ... .......... ........ . 
In Lu.~embourg fmnc::s •• • .•••••• . ••• •.• ••• ••••• 
In Belgian frnnc::s .....•••. . •••.. ..• . •.•. •••• •• . 
In Dutch guilders •••..• .••••..• . .••••..•••• , •. 
Other (l ' ote 3) ... ................. .. .. . ....... . 

Premiums Due on Repaymenls 

In French franc.s • . •....• , .•• . .•..•.•....•.•..• 
In Delginn francs •• .• .•••••. .••• ••. •• . . ••.• , .• 

- Reserves 

(a) Guaranty Fund • .•• , , •••.••••..•••••.••• ..• ..•• 
(b) Special Fund (for housing projccu and rcconver· 

sion) (Nore 4) . .••.•••••••••• •••.•• •• . •••••. 
(c) Former Pcruion Fund ...... .... .. ............. . 
Alloc:atlons from Jtcvenues 
(a) Financial Aid 

I) For reodnetntion 
-comm1tmcnt.s entcrc:d into for outright grnnts 

2) For tcchniClli nnd economic research 
-commirmcnt.s entered into for outrinbt grnnl3 

3) Assistance for industrial rcclevelopment and 
• reconversion ... ... ..... . ..... ..... ... .. . .. . 

4) Assistance for industrinl loans ••• .. . •• . • . ••.• • 
S) For coke .•••.•..•••.•....•.•.•.... • ..••.. . . 

(b) Other .•••.•••.•••• •. . ••••.• • ..• . •••• ••• . ••••. • 
(c) Contracted but not yet paid . •..•.• . . , ... . ..... ,,. .. . 
(..

1
) Operating budget •• .... .. . •....•.•.•...••• , ••• , , 

971,S69,06S 
492,136,908 
245,545,294 
170,475,413 
147,395,212 
131,341,263 
102,650,856 
S0,279,126 
79,727,354 

J,939,726 
27,138 

1 so.000,000 

103,000,000 
36,679,361 

I 18,966,699 

47,SJ9,820 

9,SJ 3,ISS 
8,356,206 
6,331,372 

190,707,252 
12,502,000 
IS,002,693 
14,000,000 

Interest u111J Cumn1ls.dons l'nynble Uut Not Yet Due ...•... , . .... , . ... 

Coupons nnd IJoncb Due Dur Nol Yet Prese11t1:d • • •••.•.......•..•.•• • 

Other Llublll tlts ..•••.. .• ...•. .• • .. .. ... •...•. . • , •.•.........••• • . 

Unnllornted llcvrnue' ••....•.......•. , .•• . .. .. .... . .... •. . , •• , ..• , 

2,391,120,491 

J,966,864 

289,679,361 

232,211 .945 

70,540,687 

48,907,820 

120,739 

605 

3,034,S48,512 
Per Conlm: 

liabllitic:.• under Guurnntics (Nole 8) 20,87J,494 
Debentures pnynble (Note 9) .• , .. . ... , .. , • GS,499,415 
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EUROPEAN COAL A~""'> STEEL COMMUNITY 

SUMMARY OF EXPENDU'URES AND REVENUES 

(in tho.usands of Unlts of Account-See Note l) 

Fiscnl Ycor Ended December 31, 

Revenues 
lnttrtst ~tctivtd: 

On ' loans from borrowed funds 
On undisbursed lonn funds · ; ... . .. . ..... .. 
On loans from funds not borrowed •• . •••• . 
Guaranty fees • '. • •••.•.•••••••.••••••••.•• 
Miscellaneous •• . ••••• . : , •••.• . • . ••• : .• • . 

Total Rtvtnuts from Loans . • ••.• 

u vy: (Note 11) 

German enterprises 
D~lgian enterprises 
Drituh enterprises 

...................... 

.................... .. 
Danish enterprises . ..• •.• .. . • .• • .• • .••. •• . 
French enterprises . ... .....•.•..• .. •.. .• 
Irish enterprises .••••••.••.•• • , .. . , . , ... . 
Itnlinn enterprises .... •• .. . , • , , , ••. , .••. , 
Luxembourg enterprises • •• . •• ••• , • ... , •• , , 
Dutch enterprises .. ••• •.•.... .• ••••••••. , 

Total Levy .. .. .. ...• • .•...•• .. 
01/1cr Rtvtnuts: 

Interest on dcposla and Investments •••• •••• 
MisccllnneoUJ ..•• • . ••••••.••• .•.. . • . ••• •• 
Contributions Crom New Member St:lto.1 

( ·Note .12) . . . . . . . . . . ......... . .•... . .. 

Total Otlrtr Rtvtnuts . ....• . . •• . 

Tolul Revenues 

Expendllurcs 
Interest and Ftes: 

In le rest ... . ... . ....••.••. .. ..•••. . .•. . ••• 
Fees lo Depositnry and Agent llo.nks . . .. . . 
Amortimllon oC rccovc~blo Issuing cosl.5 • . . 
~1 isccllnncou$ ..... , , • , •••.• , . . , . . •• ••••. 

1971 

43,579 
2,942 
1,043 

130 
3.462 

51 ,156 

17,184 
3,990 

7,835 

5,669 
1,359 
1,739 

)77776 

13,156 
95 

13,251 
102.183 

44,902 
921 

1,600 
419 

Total l11tcrtsl and Fus • .. • .• , , • , 47,842 

Otlrt1r: 
Admlnbtratlvc expenses , •••••• ••. , •...... 
Fhulnchll expenses , • •••••••• .• ••.•••••• • • 
llxpcnsos !or n)SCArch •••••. , ••• •• . .•• , • ••. 
Expc1ucs for reiadnplntlon •••••••. • ••• . •. .. 
Mlscollancou.s . ... .. , . . . . . ... .. . . , ... . ... . 

Total Otl1tr ~ptntllturt1 . . . . ... . 
Totnl Expendllu~ , ••. , , . , . , , • , , . 

£1~1 of Hcvcnuu over Espcndllu~ .. , ..•. • . 
Bxchnngo DllTcrcuccs (Noto 1(0)) ........ . 

Net 'Exrcss or llonnuH over F.spendilUJ'H . . . . . 

18,000 
28S 

ll,~30 

15,363 
4,881 

49.759 
97,601 

4,5112 
454 

S.036 

22 

1972 

S0,199 
3,081 
l,346 

122 
4,663 

60,011 

21,045 
~.4S4 

?,501 

7,417' 
1,658 
2,134 

47,209 

11 ,689 
291 

11,980 
119,200 

53,178 
951 

J,051 
422 

1973 

64,575 

3.469 
1,445 

113 
5,195 

74,797 

21,957 
S.495 

14,488 
·150 

9,499 
40 

7,442 
1,799 
2,024 

62,8Y4 

17,228 
877 

19,238 

37,343 
175,034 

66,615 
l ,S/9 

11 ,061 
312 

57,602 79,567 

18,000 
279 

11,639 
14,518 
.S,014 

49,45() 
107,052 

12,148 
( ISO) 

10.618 

18,000 
456 

11,670 
5,082 
5,190 

40.498 
120,065 

54,969 
6,536 

61.505 

1974 

84,588 
12,Sr~ 

1,462 
116 

5,806 
104,776 

24,641 
6,165 

13,333 
191 

11,327 
43 

9,709 
2,180 
1,9:>9 

G9,S88 

Jl,388 
133 

15,913 
47,434 

221,798 

93,733 
1,197 
1,800 

287 
97,017 

18,497 
834 

19,313 
9,525 
9,855 

58,024 
155,041 

66,757 
(24,656) 

42,101 

1975 

133,328 
10,417 
1,490 
·t03 

7,615 
152,953 

23,913 
S,608 

14,682 
247 

11 ,169 
36 

10,163 
2,010 
2,371 

70,199 

26,803 
474 

13,848 
41,1 25 

264,277 

140,1160 
l,422 
3,467 

331 
146,100 

16,541 
297 

19,694 
27,844 
11 ,601 
75,')77 

222,077 

42,200 

34,423 
76,623 
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SmDIARY 'OF E~ENDITURES AND REVENU~(Cootlautd) 

(In tho~Q.. of Unlll ol Account~ Note 1) 

Fiscal )'ear Ended December :n, 
1971 1971 1973 1974 1975 

Allocations 
To Guaranty Fund ................... . 12,000 8,000 30,000 
To Special Fund (for. housin1 projects 

and rccon~!:rsion) .• ••••••• • •• ••• •••• 2,000 3,000 13,000 
For rcadaptation ........ .... ......... (l,867) 666 38,898 16,S99 (4,248) 
For technical and economic rc3carch • • • 1,707 3,143 (5,619) 2,248 24,714 
Others ..... ..................... ........ 2,599 7,342 12,911 15,734 13,172 - -Total Alloaadom ......... ..... 4,439 11,151 61 ,190 42,S81 76,638 

Unallocated Balance for each Perlod • •••••• ~ 597. (~33) 315 (480) ·(IS) 
Brought forward from previous peciods .• .. 117 714 181 496 (16) --

Total UoalJoc:ated Balance . ... . . 714 181 496 16 -- -- -- -- --
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NOTES TO FINANCIAL ,STATEMENTS 

NOTE }-SIGNIFICANT ACCOUNT!Nd POLICIES. 

(A) Unit of ·Accou11l used for Translation of Currencies. Since its formation, the ECSC has used its 
UA as a convenient unit. of measure for translating the various .currencies with .which it deals into one 
common monetary denominator. Prior to December 31, 1973, conversion 0etween the UA and the 
currencies of the Member States and other countries was based on their official gold content as defined by 
the International Monetary Fund parity rates of exchange. As a result -of a number of events including 
the suspension by the United States of the convertibility of the doJlar into gold, various international 
agreements re,lating to fluctuations irr exchange rates of national currencies of various countries, including 
the United· States and the' Member States, and several devaluations of the dollar commencing on May 8, 
1972, the ECSC decided, effccti\'e December 31, 1973, to update annually the value of the UA used in 
ECSC accounts and to base the value of the UA for such purpose on a system more reflective of current 
ma.rkct rates for national currencies. ·From December 31, 1973, through December 30, 1975, conversion· 
rates were based on the following formula: for the currencie~ of the Member States still within the 
relative exchange rates of the Basle Agreement of April 24, 1972 •. currently the Federal Republic of 
Germany, Belgiun), the Netherlands, Luxembourg and Denmark, the exchange rates used were the 
official exchange rates (central rate) of those countries in effect on such date; for •.be cummcy oi each 
country not within the Basie Agreement, the Commission calculated a hypothetical central rate equal to 
the average amount of such currency (based on actual exchange rates quoted on such date) required to 
buy the equivalent of one UA of each of the currencies of the Member States remaining within the 
Basie Agreement The ECSC's forrnul:\ described above was used for determining the value of the 
UA for purposes of prel?aring the Summary of Expenditures and Revenues for the year ended December 
31, 1975. 

The Commission has recently adopted a new formula for conversion between the UA and currencies 
of the Member States and others for all purposes by tJ1e Communities and their agencies, which the ECSC 
used in preparing its Balance Sheet as at December 31, 1975, and will use in preparing its Summary of 
Expenditures nnd Revenues for the year ended December 31, 1976. Under the new formula the value of 
the UA is based entirely upon daily market exchange rates. The value of the UA is equal to the sum 
of the following amounts of the Member Strttes' currencies: 

Belgian Cranes ... .. .. . .......•.• 

Danish crowns .. . .... .. .. .. . . . . 

Dutch guilders . . . . . ..•.........• 

French francs ..... . .. .. . .. .. . . . 

3.66 

0.217 

0.286 

1.15 

German marks . . . . . . . . . . . . . • . . . 0.828 

Irish pounds . . ... ... .. ... •.• 

Italian lire ......... . ... ... . 

Luxembourg francs ...•....•• 

United Kingdom pounds ..... 

0.00759 

109 

0.14 

0.0885 

This "basket" was so composed that on June 28, 1974, its value would have been equivalent to that 
of the IMF's Special Drawing Right. Tbe value of the UA is determined by the Commission of tbe 
ECSC by converting the above amounts of currencies into Belgian francs on the Drussels mnrkct at the 
rntes of exchange then in effect. In order to determine the equivalent value of the UA in terms of 
currencies other than the Delgian franc, the resulting value of the UA in Belgian francs is then converted 
into such other currencies at then prevailing rates. The following rntes were used for drnwing up th\! 
Balance She<-• at December 31, 1975: 

46.0606 .. ... .. .. Belgian francs 0.575039 ...• Irish po'unds 

7.19697 .. ' .... ....... Danish crowns 797.769 Jtalinn lire 

3.13120 .............. Dutch guilders 46.0606 Luxembourg francs 

5.21981 ..... ......... French francs 0.575973 United Kingdom pounds 

3.05382 . ' ... ' •• ft •••• German marks 1.16528 United States dollars 
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NOTES TO -FINANCIAL STATEMENTS-(Continued) 

The followfog table shows, for each of the cu~rencies listed, the equivalent of UA 1 for each period 
set forth. 

From 10/26/ From S/J O/ From 10/18/ F rom J2/3J/ From 12/31/ · 
1969 Until 1972 Until 1973 Until 1973 Until 1974 Until At 12/31/ 
5/9/1972 10/17/1973 12/30/1973 12/30/1974 12/30/1975 1975 ----

Belgian francs 50. 50 50 48.6572 48.6572 46.0606 
Danish crowns . ... . 7.50 7.50 7.50 7.57831 7.57831 7.19697 
Dutch guilders . . .. . . 3.62 ., 3.62 3.62 3.35507 3.35507 3.13120 

French francs ..•... . 5.55419 5.55419 5.55419 5.55419 5.97402 5.21981 
German marks .....• 3.66 3.66 3.66 3.21978 3.21978 3.05382 
Irish pounds ........ 0.41666 0.41666 0.41666 0.51165 0.572465 0.575039 

Italian lire ...... ... 625 625 625 727.640 872.885 797.769 
Luxembourg francs .. 50 50 50 48.6572 48.6572 46.0606 
Swiss francs .. .... .. 4.37282 4.0841 4.0841 3.85221 3.37685 3.05239 
United Kingdom 

pounds ... . ...... 0.41666 0.41666 0.41666 0.51165 0.572465 0.575973 
U. S. dollars . ....... 1 l .08571 l.18643 l.18643 1.34286 1.16528 

As of March 31, 1976, UA l = 46.2149 Belgian francs; 6.84758 Danish crowns; 3.02710 Dutch 
guilders; 5.25740 French francs; 2.85778 German marks; 0.587174 Irish pounds; 946.666 Italian lire; 
46.2149 Luxembourg francs; 2.85404 Swiss francs; 0.587723 United Kingdom pounds; 1md 1.12623 U. S. 
dollars. 

(B) Exchange Differences. Exchange Differences shown on the Summary of Expenditures and 
Revenues through December 31, 1974, constitute principally the 'net gain or loss resulting from changes 
in the parity rates of exchange of various currencies held by the ECSC in each year. Exchange Di.ffer­
nnccs for J 975 reflect principally the change in the new conversion formula for the UA adopted effective 
December 31 , 1975, ns applied to the net assets in national currencies as shown on the Balance Sheet. 

(C) Allocations from Reve1111es. The Commission at the end of each fiscal year allocates, in 
its sole discretion, the unallocated balance for such year among certain reserves, including the Guaranty 
Fund (established ns a readily available reserve for borrowings· by the ECSC) and the Sp~dnl Fund 
(for housing projects and rcconversions), and allocations for readaptations of industrial enterprises and 
for technical and economic research in accordance wW1 the provisions of the Treaty establishing the ECSC. 

(D) Miscellaneous. Fixed assets, including real properties owned in Paris and London, and per.;onnl 
property, arc written ofI in the year of acquisition. Rent property in Washington. D. c .. was written off 
over n period of 3 years. 

Rccovcrllble issuing costs and premiums due on repayments an: recovered in annual instalments 
throughout the terms of the respective loans. 

No provision other than the Guaranty 'fund is made for losses on loans ns none is considered 
necessary. 

The ECSC follows the accrual method of accounting with respect to collections of .the Levy, interest 
and other revenues and expenses. 

The ECSC's obli~ntions for pensions to its employees were assumed by the Member States as of 
Murch 5, 1968. The ~serve acc,,unt created prior to such date remains unllquidatcd but may be disposed 
of in the discretion of tbe Commission. 
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NOTES TO FiNANCIAL ST~TEMENTS-(Conttnued) 

Non 2-ANALYSIS OF LoANS 0UTSTANDXNO AT DECEMBER 31: 1975: 
Counlries In Whlcll 
Loans H:ive Been 

Grinledand 
Dbbw.d (A) (B) 

· Number c.f 
Loam 

Germany ...... . ... : . . . . . . . . . . . 381 
France . . . . . . . . . . . . . . . . . . . . . . . . 210 
Italy . . . . . . • • . . . . • . . . • . . . • . . • . . 112 
United Kingdom • .. . .. .. . . .. .. . 48 
Belgi1

' · 1 ... . ......•. ; .. . . . . . . . . . 80 
ads . . . . . . . . . . . . . . . . . . . . 74 

.DeDl..&.actrk • • • • • • • • • • • • • • • • • • • • • • 6 
Luxembourg . . . . . . • . . . . • • . • • • • . 14 
Ireland . . . ..... . . .. ...... "' . . . . I 

Amount 
(In tbouwuh) 

UA 848,038,118 
528,657,953 
362,340,174 
337.406,232 
148,332,576 
82,564,019 
31,523.200 
6,176,434 

166,945 

% 

36.2 
22.5 
15.5 
14.4 
6.3 
3.5 
1.3 
0.3 

Other 
926 100.0 

12,646,189 
UA 2,357,851,840* 

.... ..................... 
Total ..... . . .... . 

-
•Includes amounts, to the extent disbursed, of loans from bormwed funds 

and of additional loans. 

(A) Currencies in which loans arc repayable: 

Curreqcies of the Member States . . . . . . • . . . . . . . UA 1. ~68,280,483 
Option of holder as among various currencies . . • 79,727,354 

Other currencies .. . .. . . .. . .. .. . .. .. . .. .. . .. • 1,109,844,003 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • UA 2,357,851.840 

(B) Breakdown of Joans at December 31, 1975, by principal form of guar· 
an tee: 

Loans guaranteed by Member States . . . . . . • . . . . UA 622,686,887 

Loans guara ri tced by industrial concerns .. .. .. . . . 421 ,072,560 

Loans guaranteed by banks . . . . . . . . • . . . . . . . . . . · 587,752,371 
Loans secured by mortgages on the projects 

financed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 634,726,604 

Mis~ellaneous . . .. .. . . . . .. . .. . . . . .. .. . . . . .. .. 91,613,418 

Total .. .. . .. . .. .. . .. .. . .. .. .. . .. . .. UA 2,357,851,840 

NOTB 3-0THER LoANS AND BORROWINGS. 

Of this lllitvunt, UA 59,924,950 was borrowed and lonned under arrnngements whereby the holder 
may request payment of principal and interest in any one of the currencies of the six Original Members 
at ratC! of exchange fixed nt the timo the loan was incurred. The balance, UA 19,802,404, was borrowed 
and loaned under arrangements whereby the holder may request such payment in any one of the 
currencies of the 17 members of the fonner European Payments Unfon, now dissolved, but the reference 
values of such cum:ncies may be changeri under certain conditions. 
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NOTES TO ·FINANCIAL STATEMENTS-(Cootinued) 

NOTB 4-ADnmoNAL LO . .\NS. . ' 

The ter.ns of the loans for housing projects vary between 20 and 25 years and the terms of all other 
Additional Loans vary between 10 and 20 years. The majority of such loans are repayable· in equal 
instalments starting fu the sixth year. Of the UA 103.000,000 shown as Reserves--'5pecial Fund (for 
hou.sing projects and reconversion), UA 97,878,560 have been loaned to third· parties and UA 5,121,440 
are av:tilable for further loans for such purposes. 

Nora 5-CAsH AND DUE FROM DANKS. 

This amount represent:; cash, demand deposits with banks and short and medium term deposits 
which may be called without notice. 

NOTE 6--0rHER RECElVABLES FROM BANKS. 

Other receivables include: 

ECSC bonds at cost . . . . . . . . . . . . .. . . . .. .. .. .. UA 26,588,198 

Bllnk bills at cost ....... . ...... . .... .. ..... . 

The breakdown, according to maturity, is as follows: 

3,850,625 

UA 30,438,823 

Not exceeding 1 year ............ , .. .. . . . .. . . UA 20,394,353 

Exceeding 1 year but less than 2 years . . . . . . . . . 5,273,495 

Exceeding 2 yenrs but less than 3 years ........ . 

Norn 7-lNvnsTMBNT SEcURmus. 

Investment sec.uritic.s include: 

4,770,975 

UA 30,438,823 

Government notes nod bonds nt cost . . . . . . . . . . UA 33,805,565 

Bank biUs at cost . . . . . . . . . . . . . . . . . . . . . . . . . . . 35,343,557 

Commercial bills nt cost .................... . 

AJI such investments huve maturities exceeding tluee years. 

NOTD 8-GUARANTIES. 

1,276,820 

UA 70,425,942 

Tbe ECSC bas guurnntecd loans made by others to various coal and steel Enterprises; such 
guaranties arc secured by guamntles to the ECSC from Member States, industrial concerns or banks 
or by mortgages on the projects financed. 

NoTD 9-Dua ON DnnnNTURES AND Dnni:NTUJtES PAYAntu. 

This amount represents borrowings for which ngrccmc:nts had been signed by the ECSC prior to 
December 31, 1975, but for which no funds had been transferred to Ute ECSC nt tltnt dntc. 
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NOTES TO ~ANCIAL STATE~S-(Coatinued) 

NOTE 10--'5TATEME~TT OF FUNDED. DEBT AT DECEMBER 31, 1975: 

Oper:itions Durln1 
Fioanciril Year Borrowings at December Ji, 1975 · 

Borrowings at 
December 31, 

1974 

Genno.n mo.rk.s ••• •• UA 416,680,835 
French fro.ncs • . . . . . 125,244,023 
Italian lire •.••• ... .1 139,138,020 
Luxembourg francs . . 119,058,598 
Belgian francs • • • • . . 72,519,246 
Dutch guilders • • • • • 27,795,094 
U. S. dollnn . . • • . . • 663,402,787 
Swiss fr:incs . . • • • . . 140,381,800 
Other • . . . • .. .. .. . .. 81,466,754 

Totnl ........ UA 1,785,687,157 

NOTD 11-LEVY RATE. 

. llorro'fflngs 

UA 98,692,535 
23,947,232 
37,604,871 
13.026,317 
32,565,794 
25,S4!J,310 

326,101,881 
108,112,004 

UA 665,799,944 

Repayments -----
UA 23,436,462 

1,796,0f3 
6,267,478 

743,652 
2,434,184 
3,065,2'/S 

17,935,603 
2,948,510 
1,739,400 

UA 60,366,610 

Rate or 
Interest 

Amount 
(We.lghted 
Averages) 

. UA 492, 136,908 7.51 
147,395,212 7.75 
170,475,413 7.22 
131,341,263 7.35 
102,650,856 1.65 
50,279,126 6.90 

971:569,065 8.5.S 
245,545,294 1.55 

79,727,354 7.44 
UA2,3~1,120,491 7.91 

The Levy rate was 0.30% from 1970 through 1971 and has been 0.29% since January 1, 1972. 

NoTB 12-CoNTRlBunoN!; FROM NEW M.EMDER STATES. 

Doe 
Datu 

76/88 
76/91 
76/89 
76/88 
76/90 
76/93 
76/88 
76/90 
76/86 

Effective January l, 1973, Denmark, Ireland n.nd the Unii!ed Kingdom became members of the ECSC. 
Accordingly, revenues from the Levy increased substantiaUy in 1973 as compared to previous years 
because the value of the coal and steel production of the Nc:w Members became subject thereto for the 
first time. The New Members agreed to make additional contributions totaling UA 57,713,000 in tl1rce 

. equal annual iastalments to the ECSC reflc.-cting the r .:serves and allocations from revenues of the ECSC 
at tl1e time o~ their accession. 

ACCOUNTS 

The fiscal year of'lbc ECSC runs from January 1 to December 31. 

The Council nppoiats, for a three year tenn, an Auditor .. ,i,ose mandate mny be renewed. 
Under tbe Treaty, tho Auditor performs bis duties entirely separately from tlie other institutions of the 
ECSC nnd moy not hold any otlier offieo with the Commission except that he is a member of tlie Com· 
mission's Audit Board. Under tbe Treaty the Auditor is required to prepare nn annual report stating 
whether the accounting nnd financial management of the Commission have been effected in a regular 
manner, but the report is not required to cover admiuistrativo expenditures of the Commission or <'..Crtain 
taxes levied for the benefit of the ECSC upon the compensation of its employees. The report must be 
completed not later than six months after the close of Lho finnneial year of the ECSC to which it refers. 

I 

P. Gaudy, lbo Auditor of the ECSC, has reviewed tbe financial statements o( the ECSC as set 
forth in the following certificate: 

28 



CERTIFICATE OF AUDITOR OF 11fE ECSC 

I have reviewed the accompanying Balance Sheet dated as of December 3l, 1975, including 
the explanatory notes, and the Summary of Expenditures and Revenues for the five years ending that 
date, of the ECSC which are maintained in UA, . as defined the.~ein. In my capacity as Auditor of the 
ECSC, duiy app9inted pursuant to the Treaty, and in accordance with my functions under the Treaty, I 
have examined the accounts and records of the Commission and· have made such further investigations as 
I considered necessary. · 

As explained in Note 1, the ECSC decided, effective December 31, 1973, to update nnnuo.Jly the 
value of the UA used in the ECSC financial statements. Such annually revised rates have been 
applied in the preparation of the statements for that date and through December 30, 1975; in years 
prior to December 31, 1973, the accounts were expressed in the UA based on the official gold content 
of the variou~ currencies as defined by the International Monetary Fund parity rates of exchange. As 
also explained in Note 1, the ECSC adopted, effective December 31, 1975, a new formula for conversion 
between the UA and the various currencies. Such formula has been applied in the preparation of the 
Balance Sheet for that date. 

Jn my opinion, the statements present fairly and on a consistent basis (except for the changes, with 
which I concur, in the definition of the UA described above) the financial position and the results of 
operations of the ECSC for tbe periods described. 

My examination was not comparable to an "audit", and I am not an "independent certified public 
accountant", ns such terms are, I believe, geacrn.Uy understood in the United States. 

Luxembourg, April 28, 1976. 
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I 
EUROPEA~ COAL AND STEEL COMMUNITY 

S~HEDUL'E OF BORROWINGS 
December 31, 1975 

Initial Amount Amount Outstonding as Ycor of December31, 1975, of lolerest Term In Currei1cy In Equivalent in Equivalent of (ssue % (ycnrs) ol'tbe Loan of U.S. S(l ) U.S. S(l ) 
1954 3Ys 25 U.S.$ 100,000,000 100,000,000 25,000,000 1958 5 20 35,000,000 3S,000,000 . 7,400,000 . 1960 SYa 20 2S,OQ(l,OOO 2S,000,000 8,500,000 1962 SV4 20 25,000,000 25,000,000 11,800,000 1964 sv.c 20 30,000,000 30,000,000 18,000,000 1966 6Yz 20 15,000,000 lS,000,000 11,000,000 1966 6\12 20 20,000,000 20,000,000 14,600,000 1967 6Yz 20 25,000,000 25,000,000 19,900,000 1967 6~ 20 20,000,000 20,000,000 lS,950,000 1971 7 :( 1S 20,000,000 20,000,000 20,000,000 1973 7 1.S 30,000,000 30,000,000 30,000,000 ·. 1974 

~~ 
IS 50,000,000 S0,000,000 S0,000,000 1974 s 20,000,000 20,000,000 20,000,000 1974 9 ~ 8 100,000,000 100,000,000 100,000,000 1974 9~ 10 100,000,000 100,000,000 100,000,000 1974 JO JO 200,000,000 200,000,000 200,000,000 1974 8;-4 s l 00,000,000 100.000,000 100,000,000 1975 

:B 8 150,000,000 l 50,000,000 150,000,000 1975 7 50,000,000 50,000,000 S0,000,000 . 197S 9 4 s 30,000,000 30,000,000 30,000,000 1975 9!4 7 2S,000,000 2S,OOO,OOO 25,000,000 1975 .. ..... SY, s 125,000,000 125,000,000 l 2S,000,000 
l,295,000,000 1,132,JSO,OOO 

19S5 3% 2S OM S0,000,000 19,079,055 4,728,782 1957 4~ 20 2,977,4SO l,131i,139 154,515 1964 5% 12 100,000,000 38,J 58, 110 4,S78,973 1964 SVz · 15 100,000,000 38, I 58, I !.O 12,821,125 1964 5% 12 30,000,000 11 ,447,433 l, 144,743 1.965 SYz 18 I S0,000,000 57,237,165 35,296,252 1968 6~·6Y. ·10 120,000,000 ~5.789,732 17,171 ,1 50 1968 6V.. 13 60,00C,000 22,894,866 13,736,920 1969 \SY• IS 40,000,000 15,263,244 13,736,920 1969 6Yz 13 50,000,000 19,079,055 13,))5,339 1969 6~ IS 50,000,000 19,079,055 17,nt,149 1971 1\lz 15 100,000,000 38,158,11 0 38,158,110 1972 6Yz IS 100,000,000 38,IS8, l lO 38.158, 110 1972 7 15 1 S0,000,000 S7,237,165 57,237,16S 1973 6Vl 15 l S0,000,000 57,237,165 57,237,165 1973 7~ JS I 00,000,000 38,158,1 10 38,I 58,1 JO 1974 10 s 20,000,000 7,631,622 7,631,622 1974 10 s 30,000,000 11 ,447,433 11 ,447,433 1974 10 7 S0,000,000 19,07Q,OS5 19,079,0SS 1974 9~ 7 1 so.000.000 57,237,165 57,237,165 1975 

=~ 
10 S6,000,000 21,368,S42 21 ,368,S42 197S 7 20,000,000 7,631,622 7,631,622 1915 8~ JO I 50,000,000 57,237,16S 57,237,16S 1975 8 l 5 16,000,000 6,105,298 6,IOS,298 1975 8 s 0,000,000 22.894,866 22,894,866 

726,903,392 573,477,296 

19ti4 s 20 FF r. I S0,000,000 33,486,276 18,836,030 1971 RVi 18 1 S0,000,000 33,486,276 33,486,276 1972 1V• 15 I 50,000,000 33,486,276 33,486,276 1972 7Y.t JS 60,000,000 13,394,SIO 13,394,510 1973 7 7 50,000,000 11,162,092 11,162,092 1973 7Y.z 18 I S0,000,000 33,486,276 33,486,276 1975 JO 7 125,000,000 27,905,230 27,905,230 
I i!6,406,936 171,756,690 

1963 5Vz 20 Lire 15,000,000,000 21,910,102 11 ,685,388 1966 6 20 I 5,000,000,000 21,9I0,102 16,067,4J8 1966 6 20 I 5,000,000,000 21,9I0,102 16,067,408 1968 6 20 15,000,000,000 21,910,IOZ 18,988,755 1968 6 20 I S,000,000,000 21,9!0,102 18,988,1SS 1972 7 IS 20,000,000,000 29,213,469 29,213,469 1972 7 IS 20,000,000,000 29,213,469 29,213,469 1974 7 JS l 0,000,000,000 14,606,735 14,606,735 1915 10 8 30,000,000,000 43,820,204 43,820,21).1 
226,41>1.387 198,6S l,S91 
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EUROPEAN COAL AND STEEL COMMUNITY 
SCHEDULE OF BORROWINGS-(Contlnued) 

I>ecetnber 31, 1975 

Year 
Initial Amount Amount Outsl11ndiog o.s 

of December 31, 1975, 
of lntere~t Term In Currency In Equlvolent lo Equlv;llent of 

ls1ue % (yer of the Loon of U.S.S(l) U.S. S(l) 

1961 4~ 20 Fol. 50,000,000 18,607,S63 7,387,20"' 
1962 4% 25 6,000,000 2,232,907 1,071,796 
t962 4% 20 2S,000,000 9,303,781 4,391,38S 
t963 4~ 30 l,7S0,000 . 6Sl,265 392,247 
1964 5 ' 20 2S,000,000 9,303,781 . S,619,484 
196S 5M. "20 40,000,000 14,886,050 9,95S,046 
1915 8~ lS 60,000,000 22,329,07S 22,329,075 
1975 gs, 10 20,000,000 7,443,025 7,443,025 

84,7S7,44'/ 58,589,260 

1957 3Yz 25 BFr. 200,000,000 5,059,169 912,593 
19S7 ... .. •. 3~ 25 20,000,000 505,911 191 ,259 
1962 s~ 20 300,000,000 7,589,654 3,718,930 
1963 ~~ 20 300,000,000 7,589,654 4,250,206 
1968 IS 750,000,000 18,974,134 15,938,273 
t970 8% 20 500,000,000 12,649,423 12,649,423 
1971 7¥4 15 700,000,000 17,709,192 17,709,t92 
1973 7* 12 1,000,000,000 25,298,845 25,298,845 
1975 8~ to 1,500,000,000 37.948,268 37,948,268 

133, 124,916 118,616,989 

1957 SY. 25 LFr. 100,000,000 2,: 29,88S 1,t63,891 
1961 SY• 25 100,000,000 2,~ ".9,885 1,653,508 
1961 s 2S 100,000,000 2,S.~9,885 l ,639l.031 
1962 4~ IS 300,000,000 7,5L9,653 1,St7,931 
1962 2S 2S0,000,000 6,324,711 4,389,499 
1964 ~Y. 20 150,000,000 3,794,827 2,276,896 
1971 ·····.·· 6~ 8 150,000,000 3,794,827 3,794,827 
1971 7 lS 2so.ooo.ooo 6,324,711 6,324,711 
1971 7¥.i 12 300,000,000 7,589,653 1,589,653 
1972 ...... 6% 12 300,000,000 7,589,653 7,589,653 
1972 . ... .. 6¥4 15 400,000,000 10,1 t9,538 10,119,538 
1972 •.• • •• • 6¥4 16 300,000,000 7,589,653 7,589,653 
1973 7 12 800,000,000 20,239,076 20,239,076 
1973 7 15 800,000,000 20,239,076 20,239,076 
1973 8 12 300,000.000 7,589,653 1,589,653 
1973 8 12 200,000,000 5,059,169 S,059,169 
t973 7~ 15 500,000.000 12,649,423 12,649,423 
1973 7~ 8 2so.ooo.ooo 6,324,711 6,324,711 
t 974 10 7 400,000,000 IO,t t9,538 10,119,538 
197S 9 10 500,000,000 12,649,423 12,649,423 
197S 9 9 100,000,000 2,529,885 2,529,885 

165,707,435 153,049.345_ 

1962 4YJ 18 SwFr. 60.000,000 22,905,592 9,162,237 
1969 SYl 18 60,000,000 22,905,592 21,t87,673 
1972 7~ 12 50,000,000 19,087,993 19,087,993 
1973 6~~ 15 80,000,000 30,540,789 30,540,789 
1973 6¥4 5 65,000,000 24,814,391 24,8 t4,391 
t973 7 7 75,000,000 28,63 t,990 28,631,990 
1973 7~ 5 50,000,000 19,087,993 19,087,993 
1974 9~ s 20,000,000 7,635,197 7,63S,197 
1975 8 1 I 00,000,00;0 38,175,987 38,175,987 
1975 8 8 I 00,000,000 3R,175,987 :JS,175,987 
l 9iS 7Y. IS 80,000.000 30,5•10,789 30,540,789 
1975 ....... 8 8 S0,000,000 19,087,993 19,0!!7,993 

301,590,293 286,129,019 

1966 5~ 20 Other 20,000,000(2) 31, 182,899 23,075,345 
t970 8 JS S0,000,000( 3) 69,829,346 69,82.9.340 

S3,221, 107.051 (4) S2,786,324,t!81 

(1) Converted nl the rates of exchange determined as of December 31, 1975, ns dcscdbcd in Note 
l (A) o[ Notes to Fi11a11ciaf Statements. 

(2) Borrowed under nrrnngemcnts whereby the holder m ay request payment oC principcl and interest 
in nny one of the currencies oC the 17 me111bers of the former European Payments Union, now 
dissolved, but the reference values of such currencies may be chnngcd under certain conditions. 

(3) Borrowed under arrangements whereby the holder may request payment of principal nod interest 
in nny one of the currencies of the s ix O riginal Member:, nt rates of exchange fixed at the tim~ 
the loan was incurred. 

(4) Other borrowings were completely paid by D ecember 3 1, 1975. Taking these borrowings intu 
account the total initial amount or borrowings amounted lo the equivalent of S3,347,184,488. 
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EUROPEAN COAL ~ STEEL COMMUNI1'Y 

.A."1'-UAL Al\-IORnzATION ON FUNDED DEB'I OUTSTAlIDING 
JHcember 31, 1975 

(in tbou.qacb) 
Totlll Total 

Amorti· Allnalll Debt 
z:ition Interest ~rrice 

in fn ln 
. Equiv- · Eq ~qui'f• 

ulent alt~. aleot 
of U.S.$ of U.S. S of U.S. S 

Period U.S.$ DM FFr. Lire Fl. BFr. I.Fr. SFr. Otber(l) (2) (2) (2) 

1976 20,900 72,599 9,375 5,000,000, lS,598 145,860 185,509 9,000 9,010 84,632 224,526 309,158 

1977 23,600 67,725 ' 25,875 5,000,000 15,598 216,3Ci) 284,831 15,000 9,010 95,741 221,388 317,129 

1978 25,400 103,392 S?.,375 12,750,000 lS,598 441,740 497,'.'.20 130,000 9,010 184,706 215,628 400,334 

1979 146,300 178,834 M,375 12,750,000 15,598 472,180 608,682 39,000 9,010 304,582 204,701 509,283 

1980 235,450 194,597 69,J75 13,750,000 15,598 472,620 707,220 133,000 9,010 440,714 180,603 621,317 

1981 18,550 317,252 49,37.5 13,750,000 lS,348 473,060 708,837 67,000 9,010 300,914 144,701 445,615 

1982 240,800 281,250 146,875 13,750,000 12,498 473,500 610,538 167,000 9,010 505,832 118,928 624,760 

1983 227,400 106,750 46,875 13,750,000 10,598 439,300 603,268 72,000 9,010 365,499 18,559 444,o:-:8 

1984 77,400 94,750 46,875 12,750,000 10,848 328,300 565,111 32,SOO 9,010 190,715 45,274 235,989 

1985 15,900 85,750 37,500 12,750,000 9,198 1,028,300 526,240 24,500 9,010 136,730 29,808 166,538 

1986 15,650 60,000 37,500 9,000,000 4,298 103,300 272,842 24,500 2,804 83,338 19,280 102,618 

1987 10,800 50,000 42,500 7,000,000 4,298 33,300 218,753 26,000 67,493 12,761 80,254 

1988 9,500 40,000 32,SOO 3,000,000 4,058 33,300 260,000 20,000 52,966 7,812 60,778 .. 
1989 4,500 27,000 1,000,000 4,058 33,300 4,000 15,868 3,776 19,644 

1990 30,000 4,058 33,800 36,000 22,806 2,526 25,332 

1991 45,000 58 10,067 157 10,824 

1992 58 22 2 24 

1993 68 2S 26 -- ---
l,l 32,15C\ J,652,899 769,375 136,000,000 157,434 4,nS,160 6,049,651 799,500 92,904 2,862,650 l,Sl 1,031 4.~73,681 

(1) Includes U.S. dollar cquivaleocy of loans made in European Monetary Units and UA. 
(2) Converted at the rates of exchange determined as of December 31, 1975, as described in Note I (A) of 

Notes lo Financial Statements. 



EUROPEAN COAL AND STEEL COMMUNITY 

A.'~-UAL AMORTIZATION ON FUNDED DEBT OUTSfANDING 

11'ciJRRED DhTWEEN JANUARY 1, 1976, AND 'MARCH 31, 1976 

(in thousands) 
Total Total 

A.morti· Annu:al Debt 
z:ition Interest Service 

in in la 
Equiv- Equiy-· · Equlv-
alent ah:nt alent 

of U.S.$ or u.s.s of U.S. S 
Period u.s.s DM FFr. Fl. SFr. Can.$ (1) . (1) (1) 

1976 . . .... . 1,192 1,192 

1977 ... ... . 2,500 2,200 3,319 38,294 41,613 

1978 .. .... 2,500 2,200 3,319 38,105 41,424 

1979 .... .. 2,500 10,000 40,000 2,200 16,064 37,576 53,640 

1980 ...... 2,500 10,000 40,000 2,200 16,064 36,073 52,137 

1981 • •.• .. . 67,500 10,000 20,000 2,200 76,599 34,548 111 ,147 

1982 ...... 2,500 10,000 19,230 3,133 100,000 49,951 28,050 78,001 

1983 ...... 52,500 10,000 69,230 63,133 S0,000 144,473 24,207 168,680 

1984 ... ... 2,500 10,000 19,230 3,133 11,1SS 11,310 23,085 

1985 .. . ... 2,500 10,000 19,2.31 3,133 11,775 10,243 22,018 

1986 ...... 37,500 10,000 19,231 3,134 46,775 9,176 S5~95J 

1987 .... .. 19,231 3,133 S,459 4,873 10,332 

1988 .. .. .. 19,231 3,134 S,459 4,334 9,793 

1989 .. . .. . 19,231 3,133 5,459 3,794 9,253 

1990 .. . . .. 19,231 3,133 S,459 3,255 8,714 

1991 .. .... 19,231 3,134 5,459 2,716 8,175 

1992 .... .. 19,231 3,133 S,459 2,176 7,635 

1993 . ... ... 19,231 3,1 34 S,459 1,637 7,096 

1994 . ..... 19,231 3,133 S,459 1,097 6,556 

1995 ... . .. 3,133 S,459 558 1,724 

1996 ..... . 3,134 1,166 457 1,623 

1997 • •• • •• 2,200 1,166 355 J,174 

1998 ... . .. 2,200 819 284 1,103 

19~9 . •.• ••• 2,200 819 213 1,032 

2000 ... ... 2,200 819 142 961 

2001 .. .... 2.200 819 71 890 
175,000 80,000 400,000 129,000 100,000 50,000 430,213 294,736 724,949 

(1) Converted at lhe rates of exchange clctcrmined ns of December 31, 1975, 1S described in Note 
1 (A) of Notes to Fi11<111cial Statc·me11ts. 



AtJTHORIZED AGENT IN THE UNlTED STATES 

The authorized agent of the ECSC in the United States is: 

Honorable -Fernand Spaak 
2100 M Street, N.W. 
Washington, D. C. 20037 

The information set forth in this Prospectus, except the information appearing under the beading 
"Underwriting", is stated on the authority of the President of the Commission, in his duly authorized 
official capacity as President. ·-

EUROPEAN COAL AND STEEL COMMUNITY 
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by F'RANCOIS·XAVIER 0RTOLt 

President of the Commission 
of the European Communities 



No person hns been authorized by th~ Ef,SC 
to give nny informntioa or to make any represeo­
tntions, other than·ns contained in this Prospectus, 
in connection with this Offering, nod, i( given or 
made, such information or representations must 
not be relied upon as hn~·ing been iiutborized. 
This Prospectus does not constitute nri· offer o( 
nny securities other than those to which it relates, 
or an off er of those to nhich it relates to any per­
son in nny jurisdiction where such offer would be 
unlnwf ul. Neither the delivery o( this Prospectus 
nor nny sale hereunder shall, under any circum­
stnnccs, create nn implication that there hus been 
no chnnge in the affairs of .the ECSC since the 
dnlc of Chis Prospectus. 
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minimum number ofSbares to be subscribed by a member shall be two 
hundred and fifty (250) shares. 

2. Ench member shall declare the initial number of shares it shall subscribe' 
to the capital stock before the expiry of the date specified in paragraph 
1 of Article 66. 

3. A country' admitted to membership in accordance with paragraph 2 of 
Article 3 shall, subject to paragrc;ph l hereof, subscribe to that number 
of shares of the unsubsl' :ibt>d· portion of the authorized capital stock 
of the Bank as detertr111u.:d by the Board of Governors. 

4. If the Board of Governors determines that an increase in the capital 
stock is warranted, each member shall have a reasonable opportunity 
to subscribe, upon such term~ and conditions as the Board of Governors 
shall determine, to a proportion of the increase of stock equivalent to 
the proportion which its stock heretofore subscribed bears to the 
total subscribed capital stock immediately prior ·to such increase ; 
provided, however, that the foregoing provision shall not apply in 
respect of any increase or any portion of an increase in the capital 
stock intended solely to give effect to the determination of the Board 
of Governors under paragraph 3 and 5 of this Article. No member 
shall be obliged to subscribe to ;\ny part of. an increase of the capital 
stock. 

5. The Board of Governors may, at the request of a member, by a vote 
of n majprity of the total number of Governors representing a majority 
of the total voting power of the members, increase the subscription of 
such member to the capital s.Iock on such terms and conditions as the 

• Doard may determine. 

6.' Sh:irc-; of \tock initially s11h~cnbcd by founder members shnll be issued 
at par. Other shares shall be issued at pa r unless the Board of Gover· 
nors upon the nffiro'Jative vo te of two-thirds of the total number of 
Governors representing not less than three-fourths of the total voting 
power of the members, in special circumstances, decides to issue them 
on other terms. 

Article 6 

PAYMJ:NT OF SUDSCRJPTIONS 

I. Payment of the amount initially subscribed by n founder member to 

the capital stock of the Bank shall be made 111 five (5) equal instalments 
of twenty (20) per cent each. 

2. The fi rst instalment shall be pnid by the member in freely convenibk 
currency acceptnble to the Dank within thirty (JO) <.lays after the date 

· on which this Agreement comes into force or nflcr the dnte of dcp1)sit 
on its behalf of its instrument of ratification or acceptance whichever 
is the later. 

3. Payment of the remaining eighty (SO) per cent of the initinl subscription 
shall also be made in freely convertible currency acceptable to the 
Bank in four (4) equal instalments each of which shall be J)aynblc on 
or before the anniversary of the date of the payment of the first instnl · 
ment as provided under paragraph 2 of this Article ; provided thnt a 
member may, at its option, make payment of its remaining in f> tnl1111:111 s 
of subscription before due dnte. 

4. The Dank shall determine the place for any payment under th i" Article. 
Until so determined, payment of the first instalment rd'crrcJ to in 
paragraph 2 of this Article shall be made to the Sa11Ji Arabian Mone· 
tary Agency which shall act as Trustee and Depository for the Dank. 

hticle 7 

CONDITIONS RELATING TO CAPITAL STOCK 

I. Shnres of stock shall not be pledged or encumbered in any n1a11ncr 
whah:oever, and they shall not be transfernble except lo the Oank i11 
accordance with Chapter VI. 

2. The liability of u member on shares shall be limited to the unpaid 
portion of its capi tal subscription. 

3. No member, by reason only of its mcmhcri; l11p, shnll he liable for 
ohligations of the Bank. 

Article 8 

DEPOSITS 

Tltc Bank mn/ :11:ccpt deposi ts wh ich shnll be 11til i1c<l and :11\mi11i,1crcJ 
in accord:rnce with Rules and Regulatio ns mnul! by tl11! ll:lllk. 

Article 9 

ORDINARY CAPITAL rn:sounn::s 
Jn this Agreement "Ordinnry Cnpital Resources" of the Ban k sha ll 

includ1: : 



(i) the capital subscribed in· accordance with Article S • 
. ' 

(ii) u<:p.osits placed with the Bank pursuant to Article 8 ; 

(iii) amounts received in repayment of loans, from the sale of its equity 
holdings nnd as inco'!le from investments· related to its ordinary · 
operations ; 

(iv) any other funds raised or received by the Bank, or placed at its 
disposal, or· income received b}1 it, which do not form plrt of 

Special Fund Resources and Trust Fund Resources referred to in 
Article~ 10 and 11 respectively. 

Article 10 

SPECIAL FUND RESOURCES 

In this Agreement' "Special Fund Resources" shall include : 

(i) funds contributed by members for inclusion in any Spedal fund ; 

(ii) funds allocated by the Bank to any Special Fund from net income 
arising ~rnt of its ordinary operations ; 

(iii) funds repaid in respect of financing from the resources of a Special 
Fund; 

(iv) income derived from operations financed by a Special Fund ; 
and 

. (v) any other resources received ·by, or pl11ced at the disposal of, any 
Special Fund. 

Article 11' 

TRUST FUND RESOURCES 

In this Agreement "Tr00st Fund Resources" shall include the foJl ;)wing: 

(i) re~ources received by the Dank to be administered in a;cordance 
with the lcrrm of I he tn?~l ; 

(ii)• fund) repaid or received in respect of operations financed by 
Trust Funds ; and 

(iii) income derived from operations financed by Trust Funds. . 
CHAPTER lH 

OPERATIONS 

Article 12 

USE OF RESOURCES 

The rc~011rcc.; ;1m; facilities .:>f the Uank sha ll bi: used exclusively to 

. .,.. '.'.. ~ 

t:' - • 
implement the pU~"J'OSC and to· carry ~ul the functions sc.tJ forth respectively 

.in Articles 1 and 2 on the basis of sound economic principles. 

A rtirlr: 1.3 

ORDINARY, SPECIAL AND TRUST OPERATIONS 

1. The operations of the Dank shull consi 1 of ordinary operations. 

special operations and trust operJtions. 

2. Ordinary operations shall be those finan · :d from the Ordinary Capital 

Resources of the B;ink. 

3. Special Operations shall be those financed from the Special Fund 

Resources. 

4. Trust Operations :;ha ll be those financed from thi: Trust J7und Re­

sources. 

Article 14 

SEPARATION OF OPERATIONS 

I. The Ordinary Capital Resources, the Special fund l{c:.oun:cs :.ind the 

Trust Fund Resources of the Dank s11all, ;ii all time!> and 111 ;ill re~pct:ts. 
be held, used, committed, invested or otherni~c di:.po~cd of entirely 

separate from each other. The linanci;il statements ot' the ll .1111-. 'hall 

show the ordinary operations, the special operations :in<l the tru:.t 

operations separately. 

2. The Ordinury Capital Resources of the Dank ~hall under no <.:irl:11111-

stances be charged with, or used lo <lbcharge, lo!>scs or liahilitii.:' 

arising out of special operat ions or other activitie) for whidt Special 

Fund Resources and Trust fund Rc~ources were orii;111ally used or 

committed. 

3. Expenses appertaining. directly to ordinnry 01>1:rat1um ~hall L~ .:harged 
to the Ordinury Cupital Resources of the Uank. E:<pcmcs appcrwin· 

ing directly to special and trust opcrn1ion~ ~ha ll be charged l l ) Special 

Fund Rcsomces and Trust fund Re:.oun.:cs, rc!-tpt:cli\'cly. 1\ ny othl'I' 

expenses shall be charged as the Dank ~ha ll dc1crmi11c. 

Article 1,; 

METHODS OF OPERATION 

In currying out the purpose ;ind functions un<lcr Article:, I aml 2. the 

Dank shall comply \\ilh its Rules and Regulation~. 

11 



2. 

J. 

5. 

6. 

7. 

8. 

J. In conducting its operations the Bank shall pay due regard lo : 

. (i) safeguarding its interests in respect of its financing,. including 
obtaining guarantees for its loans · · . . 

(ii) the rrospect that the recipient and its 'guar:intor, if any, will ·be 
in a position to meet their 'obligations under the contract ; 

(iii) the needs of the rclativcly lcs:. devclopcd member countries · 
\ I 

(iv) the objective of promoting complementarity in the economics of 
member countries ; 

(v) the promotion 0f the well-being of people in member countries 

through economic and social development and the enlargement 
of opportunities for gainful employment ; and 

(vi) the desirability of avoiding a disproportionate amount of its 
resources being used for the benefit Jf any member. 

The applicant for finum:ing shall submit an adequate propo~al and the 

President of the Dank shull present to the Board of Executive. Directors 
a wrir lcn report regarding the proposal, toscther with his recommenda­
tions on the bnsis of an appropria tl! stu dy. 

The Dank i.hall take nece:.saty measures to ensure that financing made 
available by it is used strictly for the purposes for which it wus provided. 

Considering the importance of equity investments, the Dank shall seek 

lo 111ni111nin u suitable ratio between cqt1i1y investments mndc in, nnd 
loans granted lo, member countries. 

The Uank ~hall, ns far ns pr:icticablc, :iccord priority to projects, 

i11dudi11g joint vcnlun:s, which promote :111d strengthen economic 
eoopc ra111111 among 111c111hcr countries. 

[very linuncing contract shall pro\•idc for effective inspection and 
follow up hy thc Dnnk. 

The 0:\111\ sh:ill not linancc :wy undcrtakin& in 1he territory of a mem­
ber if thnt member objects to such financing. 

The Bank may provide financing for the foreign exchange component 

llf total cost and in suitable cnses, cspccinlly in the case of less developed 

I~ 

I I . 

I 

. . ~ ~ ,. 
member countries, it may also provide financing for the locnl currency 
component after assuring itself that the country's domestic resource 

mobilization effort justifies' such action . 
9. There shall be no restrictions on sources of procur~ment, which will 

ordinarily be subject to international competitive bidding. The Dank 

may provide, after due and proper study, a marg;n of prefcrer.c:: for 

procurement from member countries. 

Article 11 
EQUITY PARTICIPATION 

1. In participating in equity capital the Dank shall satisfy itself that the 
project or enterprise is currently or potentially revenue yielding and 

that it is, and will be, properly managed. 
2. The Bank shall not acquire a majority or controlling interests in the 

share capital of the project or enterprise in which it pnrticipatcs except 

when it is necessary to protect !he Bank's interest or to ensure the 

success of such project or enterprise. 
3. The Dank shall apply such :crms and conditivns as it deem~ proper, 

taking into account the requirements of the project or cntcrpri'ie, the 
risks being undertaken by the Bank and the terms und conditions 

normally obtained by equity investors for similar financing i11cludi11g 

voting rights and the right to nominate one or more directors to 'he 

governing bonrd of the project or enterprise. 
4. The Dank llhall retain the option to sell its equity participation on 

such terms ~ind conditions as may be considered .appropriate. The 

Dank shall nol, however, sell a~y pnrt of its equity pnrticipatiun to 

nny non-nation:ll of the member country except with the comcnt or 
such mcmhcr country. 

5. The Dnnk shall not assume responsibility for 111anai.;i11g nny project or 

cnterprisc in which it has investcd except when necessa ry lo safcguan.1 

its investment. 
6. The Oank shall not provide lonns to an cntcrpri'e in who!>c equity it 

has pnrticipntcd except in spccin l cases npproved hy not less than two· 

thirds of the total voting power of the members. 
7. The Onnk shall seek to revolve its resources by selling its in\'estments 

whenever it can appropriately do so . 
8.- The Dnnk shall seek to mnintain reasonable diversi lic:ition in its equity 

investments. 

', 



In making loans for specific infrastructure and other projects, the 
Bnnk shall take into account each .project's potential return and importance · 
in the scheme of priorities of the recipient country. 

Article 19. 
PROGR,\:MME LOANS 

In making programme loans to member countries, including institu­
tions or agencies thereof, the Bank shall satisfy itself that the purpose of 
the loans is to promote the well being of the people through economic and 
social development. 

Article 20 

TERMS AND CONDITIONS OF PROJECT AND PROGRAMME 

LOANS 

I. The Dank shall determine the schedule of rep~: 'llcnt of loans extended 
umkr Articles 18 and 19 bearing in mind relevant considerations 
especially the overall resource position and the balance of payments 
prospects of the member country concerned. 

2. If a member represents that it sulTcr~ from an acute fon:ign exchange 
stringency and that the service of any loan contracted or guaranteed 
by ~hat member or any of its agencies cannot be provided in the stipu· 
lated manner, the Dank may at · its piscrction modify the terms of 
amortiz:Hion or extend the life of the loan or both provided that it is 
satisfied that such relaxation is justified in the interest of the particular 
recipient and the opera tions of the Bank. 

3. The Bani.. ~hall levy a service rec to cover its administrative expenses. 
The anw11111 of the fc1· a ml the manner of levying it ll;.:.: ll be determined 

by the Dunk. 

Article 21 

LI:\IITATION ON ORDINARY OPERA'i ; nNS 

The lot:il amount of cqui.ty investments, amounts of loans outstnnding 
nml other ordina ry operations of the Dank shull not, at nny time, exceed 
the total nmount of the unim.paircd subscribed capital, reserves, deposits, 
other funds raised and surplus included in Ordinary Capitol Resources. 

't 
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Special Funds may be established by the nank for : , 

(i) assisting Muslim communiti-::s in non-member c1)u11trie-; ; 

(ii) providing technic~l assistance : or 

(iii) any other spc~ific purpose ; 

These Funds shall be administered in ·1ccordance with Rules and 

Regulations made by the Bank. 

Article 23 

TRUST FUNDS 

The Bank may accept the administration of Trust F;untls. whose 
objectives arc not inconsistent with the purpose and functions of the Dank. 

in accordance with the terms of the Trust and such Rules and Regula I i1rns 

as may be made by the Bank. 

CHAPTER IV 
CURRENCIES 

Article 24 

DETERMINATION OF EXCHANGE RATES AND CONVERTllHLITY 
I. The determination of exchange rates in terms of the Islamic Dinar or 

the settlement of any question regarding exchange rates !i hall be made 

by the Dank. For the purpose of such determination, the llank may 

obtain information, if it considers this necessary, from the International 

Monetary Fund. 

2. Whenever the need arises under this Agreement to determine whether 
any currency ·is freely convertible, such tletermination shall be made 
by the flank. The International Monctury Fund may he conrnlted 
for such determination if the Bank con~idcrs it ncce~-;:i ry. 

Article 25 

USE AND CONVERSION OF CURRENCIES 

t. A member shall not maintain or impose any restriction on the receipt , 
holding or use of its currency, or any other i:urrency, on the account 

of the Dank: 



A member shall, at the req'ue~t of the Bank, ·facilitate the prompt 
. conversion of its currency held by the Bank into freely convcrcible· 
currency on the basis of exchange rates determined for the value date · 
of .• 11! <;onversion in accordance with Article 24. 

J. The currencies of non-members held by the Dank shall ·not be used i~ · 
purchase the currency of a member except in the ordinary course of 
the Bank's business, or with lhe approval of the . member concerned. 

4. A member country shall impose no restrictions on che remittance of 
profits and repatriation of capital by the Dank in convertible currency 
acceptable to the Bank. 

Article 26 

OE:-;O:\UNA TION OF TRANSACTIONS 

The Bank's loans shall be denominated in the Tslamic Dinar except in 
special cases...where the Bank determines otherwise. Ali obligations to the 
Dank under loan agreements shall be discharged in freely convertible 
currency acceptable to the Bank. 

CHAPTER Y 
ORGANIZATION AND MANAGEMENT 

Article 27 

STRUCTURE 

The Bank ~hall have a Hoard of Governors, a Board of Executive 
Directors, President, one or more Vice Presidents and such other officers 
and stall' ;t :i may be considered necessar.v. 

Article 28 

DOARD OF GQVERNORS : COMPOSITION 

J. Each member shall be rcpn.:sentcd on the Board of Governors and 
shall aproint one Governor and one Alternate. Each Governor and 
each Alternate shall serve at the pleasure of the appointing member. 
No Alternate may vote except in the absence .of his principal. At its 
annual mcetin~. the Board shall designate one of the Governors as 
Ch:iirman who shall hold office until the election of the next Chairman 
at the next annual meeting of the Board. 

,· 

2. Governors and Alternates shall serve ns such without refuuneration 
· from the Bank, but the Bank may reimburse them for reasonable 

expense$ incu~red in attending meetings. 

Article 29 

BOARD OF GOVERNORS : POWERS 

1. ·All the powers of the Bank shall bc"vested in the Board of Governors. 

2. The Board of Governors may delegate to the Board of Executive 
Directors any or all its powers, except the power to : 

(i) admit new membe:-s and determine the conditions of their 

admission; 

(ii) increase or decrease the authorized capital stoc'k of the Dank ; 

(iii) suspend a member ; 

(iv) decide appeals from interpretations or applications of this Agree­
ment given by the B~1ard of Executive Directors ; 

(v) authorize the cundusion of general agreements fo r cooperation 

with other international organizations ; 

(vi) elect the President of the Bank ; 

(vii) elect the Executive Directors of the Bank ; 

(viii) determine the renumeration of the Executive Directors and the 
salary and other terms of the contract of service of the Pn:sidcni : 

(ix) approve, after reviewing the auditor's report, the general balance 
sheet and the statement of profit and loss of the Dank ; 

(x) determine the reserve and the distribution of tlte net income and 

surplus of the Dank ; 

(xi) amend this Agreement ; 

(xii) decide to terminate the operations of the Dank and to oistribure 

its assets ; and 
(xiii) exercise such other special powers :1s arc c:<pressly :t!tsigncd to 

the Board of Governors in this Agreement. 

3. The Board of Governors, and the Executive Directors to thc extcnt 
authorized, may adopt such Rules and Regulations as may he necessa ry 
or appropri.ite to conduct the business of t~c Bank, inclutlins Rules 
and Regulations for personnel, pensions and other benefits. 
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pnr:tgr:iphs 2 and 3 of this Articic. 

Article 30 

HOARD OF GOVERNORS : PROCEDURE 

I. The Uoard of Governors shall hold an annual meeting and such other 

meetings as mar be provided for by the .P.oard or ca!led by the Board 

of Executi\'e Din.:e~ors. Meetings of the.Board of Governors shali be 

c<!lled,' by the Doard ·of Executive Directors, whenever requested by 
one-third of the members of the Bank. 

2. A majority of the Governors shall constitute~ quorum for any meeting 

of the Board of Governors, provided thnt such majority represents not 
less than two-thirds of the total voting power of the members. 

3. The Board of Governors shall by regulation establish a procedure 

wh.ercl>y the BourJ of Executive Directors may, when the latter deems 
surh action advis.1 ble, obtuin ':1 vote of the Governors on a specific 

question without calling a meeting of the Board of Governors. 

4. The Board. of Governors, anJ the Board of Executive Directors to the 

extent authorized,· may e5tablish ~uch subsidiary bodies as may be 

necessary 'or appropriate to conduct the business of the Bank. 

Article 31 

BOARD OF EXECUTIVE DIRECTORS : COMPOSITI ON 

I. The Board of Executive Directors shall be composed of ten ( I 0) 

members who shall not be members of the Donrd of Governors. 
.exl!c111h·c Dim:1\1rs ,o,hall be persons of high competence in economic 

and lina11~1.il 111a11crs and ~li;ill be elected in accoruani;:e with Rules 
and Regulations made by the Uoard of Governors. . 

2 The Board uf Governors shall re'view, from time to time, the size and 

composition or the Bo:1rd or Executive Directors, and mny increase 

the number uf E.~ecutivc Directors as approprintc, paying special . 
re·gard 10 the desirability,.,, 11)c circumstance's nt that ti;,,e, of increasing 

rcpresenlation in the Dua rd or Executive Directors. Decisions under · 

thi:. paragraph shall be made by vote of n majority of the total number 

or Governors representing not less than two-thirds of the total voting 
power of members. 

' ~ 
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Executive Directors shall hold office fo r a 1crm of three (3) years and 

may be re-elected. They shall con tinue in ollicc i1n1il their successors 
arc appointed or elected, If the ollicc of an Executive Director be­
comes vacant more than ninety (90) days bcfo;-c the end of his 1erm, 

a successor shall be appointed or elected for the rc.nai ndcr of the 
term, by the Governors who elected the former Executive Director. 

A majority of 'the votes. cast by such Governors shall be rcquiri.:d for 
such election. 

Article 32 

BOARD OF EXECUTIVE DIRECTORS : POWERS 

The Board of Executive Directors shall be responsible for the <lircclion 

of the general operations of the Bank and, for this purpose, shall, in nddition 

to the powers assigned to i~ expressly by this Agreement, exercise all 1hc 
powers delegated to it by th1: · Board of Governors, :ind in parti~ular : 

(i) prepare the work of the Board of Governors ; 

(ii) take decisions concerning the business. of the !Jank :ind i1s opera­

tions in con(ormjty with the general dircclions or 1 hr Bo.ml of 
Governors; 

(iii) submit the accounts for each financial year for approval or thi: 

Board of Governors at each annual .nceling ; .1ml 
(iv) approve 1hc budgel of the Dank. 

Article 33 
BOARD OF EXECUTIVE DIRECTORS : Pl{OC:El>lJ IU.~ 

I. The Board of Executive Directors :>hall lh>rmally fum:1iu11 .1t the 

principal office of the llank and ~hall m cl'l as of1e11 11:. th \! business of 
the na·nk may require. 

2. A majority of the Executive Directors shall ~011~11t11ll! a quorum fo r 

nny m~cting of the Doard of Executive Direc1ors, provided that 'uch 
majority represents not lc!.s 1han two-thirds uf the total voting power 
of the members. 

3. The Board of Governors shall ndopt Rules and Regulations under 
which, if there is no Executive Director or its nlltionnlity, a 111cml>cr 

mny send n representati ve to attend, without right to vote, any meeti ng 

of the Doard of Executive Directors when a mnt1er particularly affecting 
that member is under consiJer:ition. 



I. 

2. 

3. 

I. 

2. 

J. 

VOTING 

falch member s~nll have fiv~ hundred (500) basic votes plus one vote' 

. for evuy ~haia subscribed. 

In votinc. in the Board of Go\'ernors, each Governor shall be entitled 
to ~asl ~II! votes of thl! n~cmbcr he represents. .Except as otherwise 

expressly provided in this Agr~i:1ncnt , all m:itters before the Board of 
Governors shall be decided by a majodty of the voting power repre­

sented at the meeting. 

rn \'Otina in the Board of Executive Directors, each Executive Director 
shall b~~entitlcd to cast the number of vo:es that counted towards his 

elecuon, which votes n;:ed not be cast as a unit. Except as otherwise 

cxpn:ssl)' provided in this Agreement. all matters before the Board of 

E.xl!cuti,·e Directors shall be tlcdded by a majority of the voting power 

rcpre~enll!J al the meeting. 

1lrtide 35 

THE PRESIDENT 

The l3\)ard of Governors, by a vote oi a majority of the total number 

of Go\'crnors, representing not less than two-thirds of the total voting 

power ot' the members. shall elect a President of the Dank. He shall 
bl! a national of a member country. The Pre~ident, while holding 

office. shalt not be a Go'lcrnor or :tn Executi ve Director. 

The term ol orlicc of the Pre~iJent shall be live (5) years. He may be 

re-elect ed. I le \hall. however, ce:-i::ie 10 hold oOice when the llourJ of 

Govern1'r' ,,J dc~iJes hy a vote nf a majority of the numbc:r of Gover­

rH>rS rcprcsc11ti11g not h;~., than two-thirds of.the totul voting power of 

the memlJcn. 

The l'n.:siJc:11t :-.hall be the Chairman of the Oourd or Executive Direc­

tors but sha ll have no vote:, except a deciding vote in cusc or an equal 
divi~ion. He may purticipute in mcc:il11ss of thi: Board of' Governors· 

b111 !>h;ill nut \/Ole. 

it. The Prc~ident shull be the lcgnl representative or the Dnnk. 

5. The Preside nt shall be the chief executive of the Bank nnd shall conduct, 
under the direction or the Doud of faccutivc Directors. the current 

6. 

I. 

2. 

I. 

business of the B:ink.. He shall be responsible for the organization. 
appointment and dismissal of the onicers and staff in accordance with 
Rules and Regulations adopted by the Dank. 

Jn appointing the officers and !itaff, the President shall. subject to the 

paramo, it imporcance of secur.ing the highest !iland;mls of erlicienr;y 

and .le:hnical competence, pay due regard to the recruitment of p;:r­
sonnel on as wide a geographical basis as possible. 

Article 36 

VICE-PRESlDENT 

One or more Vice-Presidents shall be nppointed by the Oo::ird of Execu­

tive Directors on the recommendation of the President. A Vic:c­
Presidcnt shall be a national of a member country. He shall holtl 

office for such term, exercise such authority and perform such functions 

in the administration of the Oank, as may, from time lO time. he Jcter­

mincd by the Board of Executive Directors. In the ab~cl\cc or in­
capacity of the President: the Vice-President or. if there hi! nwre than 

one, the r;i.nking Vice-President, shall exercise t.he authori ty and per· 

form the functions of the Prcsid'!llt. The Vice-President, while holJing 
office, shall not be :l Go vernor or an Executive Direc:ror. 

A Vice-President may participate in mee!ings '>I' 1h1: Doa rd of Executive 

Directors but shall have no vote at such meetings, except th:it the 
Vice-President or ranking Vice-Pr-::sidcnt. u~ the ca~e may lie .... hall 

cast the deciding vote when acting in plac;,: of the Prc,itlc 111. 

Artidr: 37 

INTEHNATIONAL CHARACTEH OF TllE BANI\ A~I> 

PROlllDITION OF POLITICAL 

ACTIVITY 

The nunk shnll nol nccept Joans or assistance that muy in a:iy way 

prejudice, limit, deflect or otherwise alti:r its purpose or functions. 

2. The Dnnk, it~ President, Vice-President, Executive Direclcm, officers 

und staff shall not interfere in the political nlTairs of any rncmbcr, nor 

shall they be influenced in their decisions by the political character of 

the mcmuc:r concerned. Only cconomi~ CCJnsidcr. 1 1io11~ )h:tll I.ii: rclc-

. . · 



J. 

vant to rhcir decisions. · Such. consi<ierations shall be weighed impar­
tially in order to achiev~ a~d carry out the purpose and functions ~f 

the Dank. 

The President, Vice-President, officers and staff of the Bank, in the 

discharge of their offices, shali owe their .duty entirely lo the Bank 
and to no other authority. Each .lllember of the Bank shall respect 
the international characLer o( this duty and shall refrain from all 
attempts to infiuence any of them in the ?ischarge of their duties. 

Article 38 

OFFICE OF THE BANK 

1. The principal office of the Bank shall be located in Jeddah in the 

Kingdom of Saudi Arabia. 

2. The Dank may establish agendcs or branch offices elsewhere. 

Article 39 

FINANCIAL YEAR 

The Dank's financial year shall be the Hijra Year. 

Article 40 

CHANNEL OF COMMUNICATIONS, DEPOSITORIES 

1. Each men1bcr shall designate an appropriate official authority with 
which the Dank may .communicate in connection with any matter 

arising under this Agreement. 

2. · E:i ::h 111e111her :.hnll de~ir.11a1e ir'i central bank. or su~h other agency 
ns mny be agreeu upon with the Unnk, as a depository with which 
the Dank may keep its holdings of currency of that member ns well as 

other assets of the Dank. 

·Article 41 , 

REPOlffS 

t. The Unnk shnll transmit to its members nn Annual Report containing 
nn audited statement of its accounts and shall publish such Report. 
It shall ulso trnnsmit quarterly to its members :i summnry statement 

shcrninu rc~ult!' of it~ orrration'i. 

. '4/iri', ! ff. I'.• .. :.... ~~ 
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· The B~nJc may also publish such other reports as• it deems desirable 
in the carrying out of its purpose and functions. Such reports shall 
be transmitted to the members of the Bank. 

Article 42 

ALLOCATION OF NET INCOME 

J. The Board of G~wernors shall .Jctcrmine annually what part of the 
net income or surplus of the Bank from ordinary capital operations 
shall be allocated to reserves, Jepositors, Special Funds and members : 
provided that no part of the net income or surplus of the Dank shall 
be distributed to members by way of profit until the General Reserves 
of the Bank shall have attained the levc:l of twenty-five (25) per cent of 
the subscribed capital. 

2. The net income or su~plus from special l'und operations shall not be 
~istributed by way of profit but shall be crcuited to the respective 
Special Funds. 

3. Unl..:si. otherwise stipulated in the terms of the Tna~t l he net income 
or surplus frum a Tn1:it F11nd shall not be c.listribured hy way of profit 
but shall be creJited to the Trust F11nJ. 

4. fhe disttibution to members ~>t' ~he prnlit rc!Crrcd to in parJgrapi1 I 

of this Artiell! !ih.ill be: maJe in proportion to the number of share~ 

. ht!lu by each member and shall be mauc in :>uch manner and in 11uch 
currency as the Doard of Governors shall Jetcrmine. 

CHAPTER VI 

W1TllORA WAL A~I> SUSPENSfON OF 1\ IE:\IBL::RS, 

'l'Et\IPOl~AU\' SUSPENSION AND TElt1\llNATION 

OF OPERATIONS OF 'fllE BA NK 

Artidi: .JJ 

WlTllDHAWAL 

I. No member shall liavc the right tu witlidrnw from the Dank before 

the expiry ol a period of five (5) y\;ars from the date of its membership. 

2. Subject to · paragraph 1 of t h i ~ Article, nny member may withdraw 
from the Bank by delivering a notke in writing to the Uank at its 
principal onkc. 
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in its notice but in no 'event less than six (6) months after the date 

that notice has been received by the Dank. However, at any time . 
before the withdrawal· bt·" imes effective, the member may notify th': 

Dank in writing of the cancellation of jts notice of inti.:ntion lo with­

draw: 

4. A withdrawing member shall remain liable for :ill dircci and contingent 

obligations to the Bank to which it was subject at the date its with­
drawn! becomes effective·. The withdrawing member shall also continue 

to be subject to those terms of this Agreement wl.1ich, in the opinion 

of the Dank, affect its investments in that country until arrangements 

satisfactory to the Bank. concernin~ such investments are concluded 
between the Bank and that country. When the withdrawal becomes 

effective, the . member shall not incur nny liability for obligations 

resulting from Operations of the Dank nffected after that date. . 

5. Any country \1;hich ceases to be a member of the Islamic Conference 

i.hall be dccrr.cd to have given a notice to withdraw from the member­

ship of the Dank under the pr9visions of this Article. The date when 

withdrawn! beccmes finally effective shall be determined by the Board 

of Governors .subject to paragraph 1 of this Article. 

Article 44 

SUSPENSION OF MEMBERSHIP 

I. If a member fails to fulfil any of its oblfgations to the Bank, the Doard 

of Gl)\l'rt1ors may smrcncl such member by a vote, represent:ng not 

lc~s than thrcc-fuurthi. of the Iota! voting power of the members . 

2. The n:cmter rn susrcnt.lcd sh~ll nutomaticnlly cease to be a member 

of the Ilnnk one (I) ycnr from the dnte of its suspension unless the 

Doarc.J of Governors, during that one-yea r period, decides by the snmc 

majority neccrnuyfor suspension to restore the member to go?d standing. 

3. While undc · su~1:ension, a n:cmbcr ~hall not be entitled to exercise 

any rights 1111der this Agrecn:cnt but shall remain subject to all its 

obligations. 

24 

' l,;ESSATION OF MEMmms1 IJJ• 

1. After the date on which a country ceases to be a member, it shall 
remain liable for its direct obligations to the Bank incurred as of 
that date. It shall also remain responsible for its contingent liabilities 

to the Bank so long as any part of the loans or guarantees contracted 
before it ceases to be a member is outstanding but it shall not incur 

liabilities with respect to Joans and guarantees entered into thereafter 
by the Bank nor share in the income or the expenses of the Bank. 

2. At the time a country ceases to be a member, the Dank shall arrange 
for the repurchase of such country's s~ares by the Bank as a part of 

the settlement of accounts with such country in accordance with the 
provisions of paragraphs 3 and 4 of this Article. For this purpose, 

the repurchase price of the shares shall be the value shown by 1 he 

books of the Bank on the date the country ceases to be a member. 

3. The payment for shares rc!purchased by the Dank under 1 his Article 
shall be governed by the following con9itions : 

(i) any amount due to the country concerned for it~ ~hares shall 

be withheld so long as that country, its central bank or any nf 

its agencies, instrumentalities or political subdivisions h;1s out· 
standing obligations to the Dank. Any amount due to such 

country may, at the option of the Bank, be applied to :tny liability 
of such country as it matures. 

(ii) The net amount, equal to the excess of the repurchase price for 

shares (in accordance with paragraph 2 of this Artide) over the 

aggregate amount or liabilities of the country concerned to the 

Bank, shall be payable within a period not e.~cccding live (5) 

years, as may be determined by the Dank, upon ~urrcnder of the 
corresponding stock certificates ; 

(iii) p;~yments shall be made in freely convertible currency ; 

(iv) if losses arc sustained by the Dank on any guarantee~ or loans 

which were outstanding on the date when a country ceased to bi.: 

a member and · the amount of such losses exceed!> the amount of 

the reserve provided aga inst losses on that <late, the country con­

cerned shall repay, upon demand, the amount hy which the 
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4. 
Agreement within six ( 6) months of the date upon which any country 
ceases to be a member, all rights· of the country concerned shall b~ . 

determined in accordance with the provisions of Article~ 47 to ,49. 
Such country shall be considered as still a member for purposes of 

such Articles but shall have no voting Jights. 

Article 46 

TEMPORARY SUSPENSION OF OPERATIONS 

Jn an emergency, the Beard c:if Executive Directors may temporarily 

rnspend operntions in respect of new commitments pending an opportunity 

fo r further consideration and action by the Board of Governors. 

Article 47 

TEi\IPORARY TERi\llNAT.ON OF OPERATIONS 

I. The Dank may terminate its operations by a resolution of the Board 

of Governors approved by a vote of two-thirds of the total numbr.r 
of Go\'ernors, representing not less than three-four'ths of the total 

voting po\\ er of the members. After such termination , the Dank shall 

forth\\ ith cease all activities, except those incident to the orderly 

r-:alization, com~:-vation and prcservntion of its assets and settlement 

of its obli'gations. 

~. Until final settlement .of such obligations anJ distributions of assets 

the Dank shall remain in cxis~ence and nil mutual rights and obligu­

. tiom of the Ba11k arid its members shall continue unimpaireJ. 

Article 48 

llAlllllTY OF MEM,BERS AND PAYMENT OF CLAIMS 

In the e\'ent of termination of the operations of the Bank, the liability 
of all members for the unpaid portion of the subscribed cupitul of the 

Dank !>hull continue until all claims of creditors, including all c;onti ngent 
claims, ~li;11l have been discharged. 

2. All «:rcdltors holding direct claims sha ll first be paid out of the assets 

of the Dank and then out of payme'nts to the Dank on unpaid subscrip· 
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tions. Before making nny p:1y111l·nts hl die crtditors holding Jirect 
claims, t),e Board of Executive Dirccl\ll'~ shall make such arrangements 
ns arc necessary, in its judge111c11t, Ill l·nMll'C a prom ta distribution 

amo.ng holders of.direct anJ i:11111i11i;e111 claim~. 

tlrtidc · I~ 

DlSTRJUUTION OF :\SSETS 

No distribution of assets shall he 111adc to members on :m:ount of 
their subscriptions to the c:ipiral ~111d; 111' the Oank until all liabilities 

to creditors shall have been diwhari.:l·d or provided for. Such dis­

tribution must be approved by tlH: lh1;1rd of Governors by a vole lll' 
tWO ·thirds of the total lllllllher of ( i11\Cl'llMS, representing l\Ot ICSS than 

three-fourths of the tota l voting J""\l'I' ,,f thc members. 

2. Any distribution of the assets ,,r rhe II.ink to members ~h:ill he i:i 

proport ion to the capital sllJck ltdd by c:ich me111l11:r and ~ h:ill he 
affected at such times and 11111kr ,11l'11 l'1111Jitio11:. a:. 1hc llank '>hall 

deem fair and cquitnble givin~ pri11ri1y 111 Jepositors. The sh:1rcs of 

assets dis tributed need not he 1111if,1rn1 a:. ru type of a~~ct. Nu 1m:111her 
shall be entitled to receive its :-.han: in :.11ch a distribution or a ... :...:1 ... 

until it has scllled all of its obilg:11i1lllS "' 1he Dank. 

J. Any member rcC'civing assets di~1nh11ll'd pursuant to this Ariiclc !-h.111 

enjoy the same rights with r..:~pcl:I r.1 :-11d1 assets as 1he Oank enjoyed 

prior to the distribution. 

Cll ,\l'Tl·: n l,"l l 

STATUS, JMl\I UN ITIES, E~l·'.,\ll''l'IO~S 

AND PIUV ll .l·:c;1·:S 

Artirlc 50 

PUHPOSE OF Cll.\PTI::R 

To enable the Bank cffocti.vely tu l'ullil its purpo~e :ind c:a rry out 1hi: 

functions entrusted to it, the status, i1111111111itics, exemptions and privilci;.:s 

set forth in this Chapter shall be :u:conkd tu 1hc Uank in the terrilory of 

each member. 



LEGAL STATUS 

The Oank shall be an 1ndi::pendenl international institution possessing 
full jl.'ridical person1!:ty and, in partic·.Jlar, full capacity : 

(i) to contract ; 
(ii) to acquire an.d dispose or immovcblc and movable prvperty ; and 

(iii) to institute legal. proceedings. 

Article 52 

IMMUNITY FROM JUDIC!AL PROCEEDINGS 

I. The Dn .. k shall enjoy immunity from ever/ ·legal process except in 

cases arising c.ut of or in connection with the exercise of its powers 

to raise money, or to buy and sell or underwrite the sale of securities, 

in which cases actio11~ may be brought against the Bank in a court 

of competent jurisdictidn in the territory of a country in which the 

Dank has its principal or n branch ollice, or has appointed an agent 

for the purpose of accepting service or notice of process, or has issued 
or gu:iranleed securities. 

2. Notwithstanding the provisions of pnragr:iph I of this Article, no 

action sh:ill be brought against the Dank by any member, or by any 

agency or instrumentality of a member, or by any entity or person 

dircctly or indirectly acting for or deriving claims from a member or 

from any agency or instrumentnlity of the member. Members shall 

ha\'e recou rse to such· special procedures for the settlement of con· 

trovcrsics between the B:ink and its members as may be prescribed in 

this Agreement, in the Dy·Laws and Regulations of the Dank, or in 
con tracts entered into with the Dank. 

3. · Property :ind a'~ets of the 11:i nk shall, wheresoever located and bv , 
'' hmmoever held, he ir.11111111e from :Ill forms of seizure, attachment 

or execution before the dclivc~y of finnl judgment ngninst the lln1,". 

Art/ch• 53 

Ji\ tl\tUNITY OF ASSETS 

Property nnd asi;ets of the Bnnk, wheresoever located and by whom· 

SOe\Cr held, shnll be immune from search, requisition, confiscntiun , cxpro· 

priation or nny other (orm of taking or foreclosure by ndministrntive or 
lcgi~la tivc nction. 

Arlic/c 54 
IMMUNITY CF ARClllVES 

The archives of the Bank and, in &eneral. all documents belonging 10 

it, or held by it, shall be inviolable wherever located. 

Article SS 

S~CRECY OF DEPOSITS' 

The Dank shall observe complete st:crecy in regard to the depollitors' 
accounts and members shall respect the invoilnbility of information about 
such deposits. 

Article 56 

FREEDOM OF ASSETS FROM RESTRICTIONS 

To the extent necessary to carry out the purpose and function~ of 1hc 

Bank effectively, anti subject to the provisions of this Agreement. all pro· 

perty_ and assets of the D;ink shall be free from rcstrictiono;, regulations, 
controls u nd moratoria of any nature. 

Article 57 

PRI.VILEGE FOR CO;\IMUNlCATIONS 

The oflicial communications of the Dank shall be accorded by each 
member, treatment w:,ich is not less favourable than that accorded by it 
to any other international organization. 

Article 58 

li\t~lUNJTIES AND PJUVILEGES OF llANK PE J. SO~NEL 

All Governors, Altcrn:ites, E1Cecutive Dircctorc;, the President, ollicers 
and employees of the Bank : 

(i) shnll be immune from legal process with respect to act~ performed 
by them in their oOicial cnpncity ; 

(ii) where they nrc not local cititcns or nntional:;, shall be accorded 

the same immunities from immigration rc~trktions, :ilicn rq;btra· 

tion requirements and national service oblii;ations, and the s:in11: 

facilities as regards exchange rcgulntions, as nr~ :tccordcd hy 

members to the representatives, officia ls and cmplciyecs of com­
parable rnnk of other members ; nnd 



(iii) sha 11 be granted the same treatment in respect or travelling facilities 
as nccordcd by members to representativt:s,' officials and employees 

of compnrablc rank of other members. 

Article 59 

EXEMPTION FROM TAXATfON 

I. The Dank, its assets, property, income and its operntions and trans­

action shall be exempt from all taxation and from all 'customs duties. 
The Dank shall also be exempt from ;~11y obligation for the payment, 

withholding or collection of any tax or du•;'. 

2. No tax shall be levied on or in respect of salaries and emoluments 
paiu by the Dank to the President, the Executive Directors, officers or 

employees of the Bank. 

3. No ta:< s· 'II be levied on any ~ecurily ic;c;ued hy the Bank, including 

:111y di\ide1 . . ·.hereon. hy whomsoever held : 

(i) which discriminates against such security solely tc:cause it is issued 

by the Dunk ; or 

(ii) if the sole jurisdic1icmal basis for such taxation is the place or 

currency in which :l is issued, made payable or paid. or the IGr.a­

tion of any onice or place of business mnintained by the Bank. 

4. No tax of 11ny kind sh:i ll be levied on nny sr.curity guaranteed by the 

Ounk. incl11ding nny, di\ idcnd thereon, by whomsoever held : 

(1) "hich lli scrimin:\les agai nst such security solely because it is 

guar:11lh'l'li hy the n:111k : or 

(ii) 1f the !>Ole juri!ld ll:tinnal b:1!.is for such toxation is the location of 

;wy ollicc or pince of business mointnined by the Bank. 

Article 6U 

ll\JPLE1\JENTATION 

Each member, in nccord:111c:e with its jurdicul sy~tem , shnll promplly 

take ~11c h action ns is necessary to mn kc effective in Its own territorv the 

provisions set forth in thil. Chapte r and shnll inform the Bank of the action 

which it h::is t:ikM on thr. matter. 

;lid• 61 
. r 

WAIVER OF IMMUNITIES, EX14:MrTIONS AND 

PRIVILEGES 

The Baruc; at its discretion may waive any of lite privileges, immunities 

and exemptions conferred. uncier this Chapter in any c:1~.: or instance, in 

such manner and upon such conditions as ii may <let .:rminc to be appro· 

priate in its best interest. 

CHAPTER Vl.U 

AMENDMENTS, INTERPRETATION, ARldTRATION 

Article 62 

AMEND11ENrs 

1. This Agreement may be amended only by a resolution of the Board 
of Governors approved by a vote of two-thirds of rhe total numb;:r 

of Governors, representing not less than tlm:e-fourths of the total 

voting power of the members. 

2. Nl.)twith!ltan:iins the pr-.wisions of paragrJph l of tliis Article, the 
unanimous agrc.:mcnt of the Board of Governors shall be requir<!d 

for the approval of any amendment modifying : 
(i) the right to withdraw from the Uank ; 

(ii) the limit..itions on liability provid::d in paragraphs 2 and 3 of 

Article 7 ; and 
(iii) the rights pertaining to purchase of capital slock provided 111 

paragraph 4 of Article S. 
3. Any proposa.l to amend this Ag1e.:111ent, wh~thcr emanating from a 

membc:r or the Doard vf E.'{1:cutivc Di rectors, sh:ill bc commu11icated 

to the Chairman of the Ooard of Governors, whv -.hall bring the pro· 

posal before the DoarJ of Governors. When on amendment has been 

adoptcd, the Bank shall so certify in an ollidal l:Ommunication add­

ressed to all mcrnbers. Amendments sh~ 'I enter into force for all 
members three (3) months .iftcr the date of the official communicacio11 
unless the Board of Governors specifics therein a different period. 

Article 63 

LANGUAt;ES, 1NT£RPRETATION ANO APPUCATlON 

I. Thc official lungungc of the Uank shall be Arnbic. In :itldit ion English 
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mcnt sh:11l be rcg11rdcd, as the authentic ~ext for both interpretation 

nnd npplicution. 

2. Any question of interpretation or application of the provisions of this 
Agreement nrising between any member and the Bank or · between. 
two or more mt:mbers of the Bank, shall be submitted to the Board <?f 

Executive Directors for decision. · If there is no Executive Director of 

the nationality of the member country com:erned, pa ragraph 3 or 

Article 33 shall be applicable. 

3. Any member may require, ~vithin six (t) months of the date of the 
decision under paragraph 2 of this Article. that the question be referred 

t~ the Doan! of Governors, whose decision shnll be final. Pending 
the decision of th~ Board of Governors, the Bank, may, so far as it 
deems it necessary, act on the basis of the decision of the Bo of 

Executive Directors. 

Article 64 

.' ~WITRATION 

tf a disagree1:1ent should arise between the Bank and a country which 
hns ceascd to be a member, or between the Bank and any member, after 

adoption of a resolution to terminate the operat ions of the Dank, such 

. disagreement shall be submitted lo arbitration by a tribunal of three (3) 
arbitrators. Onc of the arbitrators shall be appointed by th~ Bank, another 
by the country concerned, and the third, unless the parties otherwise agree, 
by the Prcsidcnt of the International Court of Justice or such other authority 
as may have been prescribed by Rules and ReguJ:itions adopted b)' lhc 
Board of Governors. A majority vote of the arbitr~1lors shall be sufficient 
to ":ach a tJeci)ion whkh shall be final and binding upon the parties. The 

third arhi1rn1or 'ha ll he empowered to se ttle all questions of procedure :n 
uny case whcrc 1he p:irtics arc in disagreement with respect thereto. 

Article 6,5 
APPROVAL DEEl\lED GIVEN 

Whenever the approval of any member is required before nny net may 
be done by the Dank, approval shall be deemed to have been given unless 

1he rncmlJa pre~ents an objection within sue 1 reasonable period :is lhc 
D.111k may lix in nolifying the member of the proposed :ict. 
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SIGNATORE AND ni~rosrr 

1. The original of this Agreement in a single copy in the Arabic, English 
and French language shall remain open for signature until 15th Shawnl, 
· 1394 H/October 31st, 1974 at the office of the Saudi Arabian Monelary 
Agency by the Governments of collntrics listed in Annexure A to this 
Agreement, This document shall be deposited at the principal office 

of the Bank upon its establishme.1t. 

2. Tht: Depository shall send ·certified copies of this Agreement to all 
the Signatories and other countries which become members of the 
Bank. 

· Article 61 

RATIFICATION OR ACCEPTANCE 

This Agreement shall be subject to ratification or acceplnncc hy 1he 

Sigr.atories. Instruments of ratification ur acceptance shall be deposited 
wi1h th..: depository who shall duly notify lhc other Signalorics of each 

deposit and the date thereof. 

Article 68 

ENTRY INTO FORCE 

This Agreement shall come into force wh..:n lnslrur.~cnts of ratification 

or acceptance shall have been deposited by Signatones whose subscriptions 

in the Aggregate comprise not less than five hundred million (500,000,000) 

Islamic Di"nars. 

Artie/I! 69 

COl\tMENCEl\IENT OF 0£>El~/\'l'J.O l-IS 

I. As soon as t hi~ Agreement enters into force , eoch member shnll appoin t 
n Governor nnd nn Alternate. ~ 

2. At its inaugural inccting, th<: Roatd ..>J' Governors sha ll : 

(i) elect the President of the Bank ; 

(ii) make arrangements fo r the election of the Executive Directors of 

the Uank ; .ind 
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3. The Dank shall notify its members of the date of the ·commencement 

of its operations. 
DONE at the city of Jeddah, 
the Kingdom of Saudi Arabia. 

This 24 th day of Rnjab 139411, 

corresponding to th~ 12 th day of August 

1974 in one copy each in Arabic, Er:glish l nd French. 
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' ~ 
INl11AL SUBSCRIPTION TO Tim 
AUTHORIZED CAPITAL STOCK 

Countr)' Signature Date 
.Higri 

Date 
G. 

1. Algerian Democratic and 
Popular Republic 

2. State of United Arab 
Emirates 

3. State of Bahrain 
4. Republic of Chad 
S. Arab Republic of Egypt 
6. Republic of Guinea 
7. Republic of Indonesia 
8. Hashemite Kingdom of Jordan 
9. State of Kuwait 

10. Republic of Lebanon 
11. Arab Republic of Libya 
12. Malaysia 
13. Republic of Mali 
14. Islamic Republic of 

Mauritania 
15. Kingdom of Morcco 
16. Republic of Niger 
17. Sultanate of Oman 
18. Islamic Republic of Pakistan 
19. State of Qatar 

20. Kingdom of Saudi Arabia 
21. Republic of S:negal 
22. Democratic Republic of 

Somalia 
23. Democrntic Republic of Sudan 
24. Republic of Tunisia 
25. The Yemen Arnb Republic 
26 Republic of Bangladesh 
27. Republic of Turkey 
28. The Syrian Arab Republic 
29. The Afgh:1nistan Republic 

24/ 7/1394 

24/ i/1394 
14/10/1394 
6/10/1394 

24/ 7/1394 
24/ 7/1394 

. 24/ 7/1394 
24/ 7/1394 
24/ .7/1394 
24/ 7/1394 
6/10/1394 

24/ 7/1394 
16/ 8/1394 . 
24/ 7/1394 
24/ 7/1974 

24/ 7/ 1394 
24/ 7/1394 
24/ 7/1394 
24/ 7/1394 
24/ 7/1394 
24/ 7/1394 
29/12/1394 
24/ 7/1394 
24/ 7/1394 

24/ 7/1394 
24/ 7/1394 
24/ 7/1394 
24/ 7/1394 
24/. 7/1394 
24/ 7/1394 

t 
12/ 8/1974 

12/ 8/1974 
29/10/1974 . 
21/10/1974 
12/ 8/1974 
12/ 8/1974 
12/ 8/1974 

· 12/ 8/1974 
12/ 8/1974 
12/ 8/1 974 
31/10/1974 
12/ 8/1974 
24/ 8/1974 
12/ 8/1974 
12/ 8/1974 

12/ 8/1974 
12/ 8/1974 
12/ 8/1974 
12/ 8/1974 
12/ 8/1974 
12/ 8/1974 
12/ 1/1975 
12/ 8/1974 
12/ 8/1974 

12/ 8/1974 
12/ 8/1974 
12/ 8/1974 
12/ 8/1974 
12/ 8/1974 
12/ 8/1974 

Totnl 

Amount of 
S11.'iscription 
in ·millions of 

(Islamic Dinars) 

25.0 

100.0 
10.0 
5.0 
2.5 

25.0 
2.5 

25.0 
4.0 

50.0 
50.0 
2.5 

125.0 
16.0 
2.5 

2.5 
5.0 
2.5 
s.o 

25.0 
20.0 

5.0 
290.0 

2.5 

2.5 
10.-
2.5 
2.5 

10.0 
10.0 
2.5 
2.5 
-755.-
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Institution: 

Location: 

Size: 
Capital: 

Purpose: 

Sou rec of Fu nds: 

Alberta Heritage Savings Trust Fund 

Edmonton, P rovincc of Alberta, Canei.da 

c $1,500,000,000 

Fund established in May 1976 to invest a S.lbstantial 
portion of non-renewable resource revenues for the 
benefit of the people of Alberta in future years. 

F md permitted by Leg is la ti ve Act to (l) invest up to 20% 
of its assets in p rejects which will provide long-term 
economic or social benefits to the people of Alberta but 
which will not by thei r nature yield a return to the Fund, 
:provided the moneys a re first spec ifically appropriated 
from the Fund by an act of the Legislature: (2) invest up 
to 15% of its as sets in loans to the Crown in right of 
Canada or of any other provinc e of Canada or in loans 
gua ranlecd by the Crown in right of Canada or of any 
other provinc e o f Canada: (3) make investments the 
Investment Committee , or the Legis lative Assembly as 
expre1:>s ed in an Assembly resolution, feels w ill yield a 
reasonable return or profit t.o the Fund and will tend to 
strengthen and diversify the economy of Alberta: (4) 
invest or reinvest moneys not invested according to 
l , 2 or 3 above in any or all of the following : (a) 
evidences of indebtedness of, or fully guaranteed by, 
the Canadian C ove rnment, any Canadian provinc..:ial 
government, any Canadian municipa l corporation, the 
government of a country Qt her than Canada , a cha rte r ed 
bank or treasury branch, o r any corporation if authorized 
by the Can?..dian and Br itis h Insurance Companies Act; and 
(b) mortgages or hypo the cs of r ea l estate or leaseholds in 
'":anada uncle r cc rtain c irc um s tances . 

Original fundin g o ( Ca nadjan d o llars $1, 500 , 000, 000 plus 
3 0% of Lhc non - r enewab le r es ourcc revenues to he rcco ived 
in fi sca l 1976-77 (and eac h fi sca l yea r thereafte r if the 
LcgislaLivc A sse mbly enac t s a Spe c ia l Ac l a~1 lh o rbd11g such 
annual transfe r fror.1 the Gene ral Re c nuc F u nd) on a 
monthly basis. 



Savings ·Trust ;Fund 

Management Structure : 

Management of Funds: 

Portfolio: 

Capital Structure: 

Incon1e : 

Heritage Savings Trust Fund Investment Committee 
consisting of all 24 members of the Provincial 
Executive Council (including Provincial Ministers arid 
Treasurer) responsible to the Legislative Assembly in 
the ope ration of the Fund. Actually managed in the 
Provincial Treasurer's Office . 

The Provincial Treasurer holds antl administers the 
Fund in accordance with the Act. Fund has separate 
accounting record. The Investment Committee, except 
when directed by the Legislative Assembly, approves 
investments and dispositions of investments, although the 
Provincial Treasurer invests, reinvests and disposes of 
such with respect to Fund activities in investment 
category 4 under "Purpose" above. While all funds are 
managed internally, outside advisor.a may be used to 
review and package potential investments. 

As under "Purpose" above. No authority to guara ntee 
the credit of others nor i s it intended to allow for other 
than short-term borrowings from the General Revenue 
Fund jn anticipation of fund transfers (i.e. - no leverage 
allowed). 

See "Sour ce of Funds", "Portfolio" and "Income''. 

The inc ome of the Fund accrues to and forms part of 
lhe Trust Fund. 
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Ddltllllont 

Bill 35 

1976 
CHAPTER 2 

THE ALBERTA HERITAGE SAVINGS TRUST FUND ACT 

(Assented to May 19, 1976) 

WHEREAS :rnbstnntinl revenues nre being received by 
the Province from the! sale of non-renewable resources owned 
by the people of Alberta; nnd 

WHEREAS there i~ a limited supply of non-renewable 
r c3ourccs nncl therefore r~rcnues from l he sale of those 
r esources will ultimately be reduced; nn.c.1 

I 

WHEREAS it would be improvident to spend all such 
revenues as they are received; and 

WHEREAS the Legislnture . of Alberta considers it 
appropriate thnl a subslanlial portion of lhos~ rc\'enucs be 
set nside and i11vcsl<'cl for the benefit of the people of 
Alberta in future years: 

THEREFORE HER MA.JESTY, by nnd with tho nc.lvice 
nnd consent of the Lc~islative Assembly of Albcrtn, enacts 
as follows: 

l. In this Act, 
(a) " Investment Committee" means the IIerita~e Snv­

ings Trust Fuud Investment Committee estnblishetl 
under sl'clion 3; 

(b) "non-renewable resource revenue" means 
(i) moneys received hy the Crown 1n1rs11n11t lo 

n~r<'cmcnts ns clefinecl in 1'hc Milles and Miu-
erals Act, . 

(ii) money~ rccei\'cd uy the Crown :\S honu!'IC!'I to 
acquire :IJ!rccnwnts ns defined in The Mi11cs 
and Mi11c.ral.~ Act, :md 

(iii' moneys received under nn :11~·rccmcnt uctw.icn 
t he Crown in riJ!hl of l\ lbcrln 11110 the huh 'er 
or n bituminou~ sand!'I lcn!'le un<lcr which t:.c 
Crown 11~recs to 11ccl•pt money pnymenl8 i.\ 
lieu of roynlty under the lcn:ie; 

• 
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Chap. 2 ALTA. llElllTAGE·SAVINCS TRUST 19i6 

(c) "Spccinl Act" with refc1·cnce to nny fiscal yenr 
nflcr lhe H>7G-77 fo~cn l year means nn Act of .the 
Legi8l:'1lurc authorizipg lhC! trnnsfer from the Gen­
eral Hc,:cnue Fund to the Tl'ust Fund of 30 per 
ccnl of lhc non-renewable re8ourcc revenue received 
in that fiscal year; 

(d) "Trust Fund" nwnns lhe Albcrtn Heritage Snvings 
Trust Fune.I cslablishccl urn.ler section 2. 

2 . (1) Thel'c is hereby cstabli~hed n fu11cl to be known 
as the "Alberta Heritage Savings Trust Fund". · 

. (2) The Provincial Treasurer shall hold and administer 
the Tl'ust Fund in nccorclance with this Act. 

(3) The Provincial Trensurer shnll establish nnd main­
tain a separate accounting record of the Trust Fund. 

3 . (1) There is hereby eslnblishcd a committee called 
the "Ilcritnl!e Saving-s Trust Fund Investment Committee" 
consisting of nil members of the Executive Council. 

(2) The Investment Committee shall desi~ate one of its 
m1.:muers as chnirman and another ns vice-chairman. 

(::,) The T.ieutennnt GO\·crnor in Council may make rules 
~o\·('n ; in:! the cnll111;! cf mcctin~s of the Jnvcslmcnt Com­
mitl~e. th<' q1101·11111 required nt its mectin~s ancl, g-cnerally, 
the con tluct of the Committee's business and affairs. 

4. ( 1) As soon n::: r1·ncticnble nfter the commencement 
of this .Act, lhcrc ~hn ll be trnnsfcrrecl from the General 
Re\'enue Fund to the Trust Fund $1,500,000,000. 

(2) The nmount trnnsfcrrccl pursuant to subsection ( 1) 
mny be transl'l•rrecl in cnsh or other nssets, but where assets 
olhr1· lh:rn cash n1·e lo be trnusfcn·e:d, the ln\'eslment Com­
mittee shall, before nny transfer is made, npprove 

(n) lhe nsscts to be transferred, 

(b) tlie mnnncr in which nnd the lime or times at which 
the lrnnsf cr is to be made, nnd 

(c) lhe vnluation of the assets or the method by which 
the assets arc to be vnlucd, 

nnd mny imp0se such conclilions relating to the transfer 
ns the J 11 vcslmrn t Comm ill re consider~ nccessnry. 

(3) Where the Tnvcstmcnt Commille" is of the opinion 
lhat nny nssel lo he trnnsforred under subsection (l) 

(n) will yielcl n reasonable relurn or profit to the Trust 
Funcl, nnd 

(b) will lend lo strengthen nnd diversify the economy 
of Albertn, . 
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the Im·cstmcnt Committee mn~r dirrct thnt the nsset upon 
ils tr:msfrr ~hall form pnrt of the Allw1·Ln :nv<'8tlnt•nL Divi­
sion of the Trust Fund ns if the nssct were the subject of 
·an investment mntle punm:rnt to scclion G, subsection (1), 
clause (c). 

(4) As~ets other lhan cnsh that nh~ lrnnsfrr1·cd p11rsunnt 
lo suln~ection ( L) nncl that do 11ot · for111 part of the Albcrtn 
Invcgtment Divi~ion of Lhn 'l'r11~1t Fund liy virtue uf a dir­
ection under i-:uhscclio11 c:n shall co11si~t only of assets 
within the clasReR enume1·aled in srction !'I, sul>s~ction (1) 
and upon bciu~ transfot'l'C'll :-;ball UC dcemt?d to UI! i11vest­
ments mndc under that seclion. 

(5) The income of the Trust Fund accrues to ancl forms 
part of the 'l'rust Fund. 

5. (1) After the commencement of this Act, 
(a) 30 per cent of the nmH'et1e\\'nble r<'gou1·ce revenue 

received in the 19'iG-7i fiscal yen1· shall he lrnns­
fcrred from the Gene;ral Rcvl1 tll1c Fu11d to the Trust 
Fund in accorclancc with this Act; 

·(b) 30 per cent of the non-rcne\\'nble re~onrce revenue 
recch·ecl in lhe 1 !li7-'i8 fil'cn I year ~hnll he trn ns­
f erred from lhe Gencrnl H<•\'l'lllle Funil to the Trust 
Fund in ncconlnncc with this Act but onb· if the 
transfer is nulhori~ccl by n Special Act enacted in 
that fi::;cnl yeal'; 

(c) 30 pet cent of the non-rcnewnblc 1·csnurce revenue 
receive<! in the 1!)78-7!l fiscal yC':11· and in each fiscnl 
year tht'rcnftc1· shall he tt'a11~fe1Tecl fl'l>m the 
Genernl P.e\·enue Fund to the Trust Fu ncl i 11 accord­
ance with thi~ Act hut only if, in the cnsc of each 
fiscnl year, the lt'C\11!-lfl'r iR nuthorizcd uy n Special 
Act cnnctetl in the prccedins~ fiscal ycnr. 

(2) The litk of n Specinl Act shnll be "The Alberta Hcri­
tn~e SnvingR 'l'ntRt f ;1nd Stwcinl J\pproprialion Act" fol­
lowed by n l'efe1·cncc to the fiscal year to which it relates. 

(3) The Pt'esiclcnL of the Bx1•culive Council or n mcmbrr 
of the Execulin• Council <lc~i~11:1tcd hy him fur the purpose 
shnll, with leave of the Assemuly, 

(n) in trncluce dnl'in~ lhr l!l77-78 fi:.;cal yenr n nill for 
n Special Act rclali11~ lo the Hl77-78 fiscal year, 
and 

(b) intl'o<lu:!c <lul'ing- the 1!l77-78 fiscnl yenr nn<I dur­
inR· each fiMc:tl y1·ar lhcrrnrtl•r n Bill for a Special 
Act rclntinl: to the next succcctlin~ fiscal year. 

( 4) The Provincial Treasu rcr Mlrnll, with l'espect to cnch 
month in 

(n) the l!>iG-77 fiscnl yca1·, nncl 
3 
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(b) t'ach Rlll'cCc<lin~ fiscal ycnr in resJlect of which a 
Sp1:cial Act i~ enacted. 

trnrrnft•r 30 prr crnt of lhc non-rmcwablc resource revenue 
rrcch·ccl in the month from the <~encral Hevrnue Fund to 
the Trw:t F1111d :is :-0011 a s prncticablc after the end o! the 
month in which it is received. 

(5) Notwithst:111tling- ~11b~ection (4). the Provincial 
Trcas111·cr m:iy, with rC'spccl to nnr month lo which that 
s11hs<•t•tin11 :ipplie.!l, estimate :rn per Cl'llt of the non-rcncw­
n!Jlc l'l'sourcc rC\'l•nue to be received in thal month and 
lran~for lhnt :-urn from the Gr•rn?ral Revenue Funcl to the 
'l'rust Fun cl cl11ri11g- that month or ns soon as prndicnble 
aflcr the end of the month in respect of which the estimate 
is made. · . · 

(G) With respect to the l 97G-77 fiscal yenr nnd each 
succred i11~ fiscal y<'ar in rrspect of which n Specinl Act is 
enacted, the Pro\'i11d:tl Treasu1·er, clcp{'nclin~ upon whether 
th1 totnl ~f lite sums trnnsfcnecl pursmrnt to suhsectionl! 
( 4) nnd ( 5) is grcnt er 01· less th:m 30 per cent of the non­
rt'11 ew:d1le resoun·c l'C\'Cn11e 1·eceh·cd in that fiscal year n!! 
shown in the public accounts fol' lhnt fiscal year. sh:ill 

( n) tran::;fc.>1· moneys from the General Revenue Fund 
to lhc Trust Fund, or 

(b) frnnsfc1· moneys from the Trust Fund to the Gen-
rrnl Revenue Fund, 

so thnt the 11111ounl of lhc non-r~ncwnblc rt'som·ce revenue 
in the Trust Fund for that Ciscnl ~·c:ar is ~qun l lo 30 pe1· ct"?nt 
of the 11011-rencwablc resource revenue received in thal 
fisca l year. 

(7) No interest is pa~·ablt' with re~pcct lo any money 
lrnnRfel'rcd pul'sunnt to this seclion to or from the General 
Revenue Fund or to or from the 'l'rust Fund. 

Ph·i.1nns ot G. (1) 'l'hc nsscls of 1 he Trust Fund shall be used for the the Trn1l 
hnd followin~ purpose~: 

(n) the mnkinr. of investments in projects which will 
pro\•idc long- term cco110111ic 01· l\Ocinl benefits to the 
people of All>crtn lrnl which will not by their nature 
yield n rclurn to lhe Tru~t Fund; 

(b) lhc making of investments by wn)' of loans to 
(i) the Crown in riid1t of Canndn. or 
(ii l the Crown in right of nuy other province of 

Cn11ndn, or 
(Iii) n11y otl1cr person if the rcpnymcnl of the Jonn 

nncl lite payment or i11Lc1·l1!lt thrreon uy thnl 
pcn~on is J!ll:tl':llllcrcl hy the Crown in right of 
Canada or the Crown in rii;ht .of nny other 
pro\'i11cc of C:rnndu; 

(c) the mnlcing of invc:-1lmcnl!! which, in lhc otlinion 
of lhc JuvestmenL Commillcc or i11 the opinion of 
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the Lcf!isl:lti vc Assl·mbly ns expressed in n. resol­
ution of the Assembly, 
(i) will yicl<I a 1·en!'lo1rn1Jlc return 01· pt·o!it to 

the Trust Fund, nncl 
(ii) will tend to stt·cngthen and diversify the econ­

omy of Alberta. 

(2) Im·estments referred to in subsection (1), clause (a) 

(a) shnll only he nrncle if moneys arc first appropriated 
from the Trus t Fund br an Act of the Le!!iShlture 
apeciCicnlly for n pm·posc described in subsection 
(1), clnuse (n), 

(b) shall not cxccecl 20 per cent of the nssets of the Trust 
!t'und, nnd 

(c) shall form the Cnpitnl Projects Di\'ision of the Trust 
l•'und. 

(3) Investments rcfcr1·ecl lo in subsection ( 1), dause (b) 

(a) shnll be mnde 01· app1·0,·c1l by lhc lll':cstment Com­
mittee in nccol'Clnnce wilh the d i rcclion~ contninecl 
in nny rc!'lolulion of the Lei,risbtive Assembly, 

(b) in the nl.Jsencc of nny s11ch dircctio11s, shnll be mnrle 
only with the approvnl of the Investment Com­
millee, 

(c) shnll not cxt:eed 15 per cent of the ~sscls of the 
Trust Fun cl, and 

(d) shnll form the Cannda f n\'eslmcnt Division of the 
Trust Fund. 

(4) ln\'cstments rderretl to in subsect ivn (1 ), clnuse (c) 
(n) shall be mnde or nrrwo\'ccl hy the ln\'cslm1ml Com­

mlltcc in nccordn11cc with thu dircc lion!i co11tni11ccl 
in nny resolution of the Lc~islnli\'I! A~~emhly, 

(b) in lhc nbsc11cc of any such llircclions. l'lh11ll lit• mmle 
with the nt>JH'O\'al or lh l! 111\·estmcnt Committee, and 

(c) shall form the Alucl'ln lnvc~lmcnt Divh1ion o( lhe 
Fund. 

(5) For the purpo~cs of lhis sec tion, 
(n) invc!ilmcntli in the Capital Pro.i<•cl~ Divh1lo11 shnll 

be cl cemcu lo be nli!'Cls of the Tn1sl Fund with a 
vnlue cq11nl lo the :tm o 1111t~ cxpc11tlcd pursuant to 
Ac ls of the l.1•1d~lalu re re rcrrcd lo in :rnlJseclion 
(2), clnusc (n); 

(b) invc~ llllCllt:'\ in the C. lllllla lt1Vl'!ilnlClll Di\•ision nnc) 
the Alberta l11v1·,l 111<'11 I l>i\'isio11 ancl nil olhc•1· nsscls 
o( the Trust F1i111l shnll be valuctl al uook va lue; 

(c) the J><'r<'c11l:l1rn liniil11lio11:1 rcfen c•cl to in s11hscclion 
(2) , cl1111se (11) 1111<1 :rnb:-11·ctiC111 (:1), cb11sc> (b) nha ll 
be clctermi11 .u ul the c11tl of each fiscal ycnr. 
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7. ( t) Where any invrslmcnt iR nrncle unclcr section 6 
with lhe npp1·0\•al or the I 11\·c:-;l ml"nl Commillee, no rli!'lpos­
ilion shall l>C' m:idr of Uial inn·slmcnt except wilh the 
a11pro va l of the Juvelilrnent Committee. 

(2) Whcrn n r c:-:olulion of the Ll•J.dsln th·c ARsembly dir­
cclg l1 11• makini.r or any i11\'c·s lm r11t 1n1rs.11a11t to sccl ion 6, 
no cli:-;posilion :-hall be made of thnt it:vestment except pur­
suant to a rcgoJu lion. of the .Lei.d:-;lative A!'l<Jcmbly. 

(3) \\'here n ·rc·Rolutioll of the LcJ!iRlalive ARscmbly dir- · 
ect:-; the cli:-)Hl:-:itinn of nn~· invrslmcnl t.lwn, nolwithslnnding 
Rtrh:-:ection (1 ), lire i1n·e~ lnw11t sha ll he disposed of in nc­
curda11cc with the tlireclions contuincd in any resolution 
of the Lci:islutivc Assembly. 

S. Any nppro\·al J!'i\'en by Uw \'Cslmenl Committee 
under srcl ion Ci or 7 nwy lH! mn<lc suhject to such terms 
nnd condilions Hll the Commitlce conside1·s necessary. 

V. (1) Nolwilhl'ltnncli11g i;cclion 6, where nny moneys in 
the Tn1i-;t Fund h:we not been or nre not being invested 
pursunnt lo lhal ~cclion , the Provi11cinl Trensu• er mny in­
VC?Rt nncl mny re-invest those moneys in :my c: all of the 
following : 

(a) the iioncls, cl ebent111·c!-1 01· olhel' cvi clencc!-1 of in­
cl cl:lcclnrss or. 01· ~uara11trcd HS lo the rcpnymcnt of 
pr i11cip11 l n11 cl inter<·sl hy, the Government of 
Cnnacln, the J!OVer11111c11t of nil,\' \) rovince of Canada 

(b) 

(c) 

(<I) 

(e) 

(f) 

(g) 

01· any municipnl corporation i11 Canada ; 
the honcls, debentures or other evicl cnccs of inclcblccl­
ncss of or ~rnnrnnlcc<I ns to t he rrpnymcnt of prlnc-
ipnl n11rl in t<~ l'f•!'t by the government of n country 
other than Cnnnda; 
I ho bond~. cl cbenlt11·c~ 01· ot her cviclcnccs of inclcb tccl­
n1!sS of n11y nr~ent of Lhc Crown in l'i~ht of Albcrtn; 
certificntc1-1 of clcpoRit, dep<•hi l r eceipts or other 
c\'icl~lll'C'R 0 f j ncJ ehlrdnells J!i \'en by I\ chnr l Creel bank 
or lrrnsu r~· Lrnnrh in co1rniclernlion of n deposit or 
d eposit~ mn<lc with the \Janie or trcnsury branch; 
ccrtiric:tlr1-1 of deposit, dcpo:.il n •cripls or other 
C\'iclC'ncC's or inclebl ccln<'Rs which nrc unconclilionnlly 
J:!U:trantc·ecl hy n chnrlerecl banlc; 
t hC' bond~ . <I<' hen I Ul'C!\ nr nl hC'r cv i1lrncrs of inclcbtecl­
rwsH of cir ~ 11:1ra11l1•c1l hy nny co1·po1·11lin11 , if lho!'lc 
h11 11(ls , cl rlH'llllll"('S 01· nth r:r l'\0 idr11r.l1S Of inclchl<'cl-
111'1-IS II ;·(' :111lhor iz1•d illVl'RlllH'lllS 11111lrr !'CCI ion 63, 
s 1il 1:1N· l l11n (I\ of the! (.'n1rncliC111 ct11cl JJrilish flls111 ·­
tr11rr. Cfl11111n11 i c.<; Ar.t; 

rnorlr~:wf•fl or hypot hrr.!I of rral r!'l t:llc or len!'lcholcls 
in C:rnutla if the :tmount pnitl for the mo1·tgngc or 
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hypothec tor.ether with lite amount of i nclebterlne~s 
uncler any mortimJ.!e or hypolhcc on the rC'a l e~tate 
or lcascholcl rnnkini~ cqunlly with or supt'rior to the· 
morlgn~c or hypolh l'C in wh il'h the i l\\"C'sl nh'll t is 
mnclc docs not exceed th ree-quarters or the value of 
the real estate or leasehold covered thereby; 

(h) rnortg-ni::-es or hypothC'cs of rea l C'sl:tte or leaseholds 
in Cnna<ln notwithstanclinr. thnt the mort{.!ng-e or 
~··pothec exceeds the amount :rn thoriY.l'cl u nclcr 
cinuse {g) if the excess is J.!Uarnntcr.cl or i11surccl 
by, or throag-h nn n).!rncy of, the Go\'crnmcnt of 
CanacJn or a province of Canncln, 01· hy nn inm1rance 
company approved by lhe TrN\sm·y Board. 

(2) The Pl'Ovincinl Trcnsmcr rnny clispni:c of :rn~· itl\'est­
menls mndc ot· cleemccl to l>c mncle unclcr th is section. 

(3) Notwil hst:rn<linu section 28.tl, s11hsrcLio11 ( 1) of T/rn 
Finrmcial Admi11i.~lrntin11 Acl. thr. Provincinl 'I'rrn~urer 
shn ll l rnnsfcr moneys from t ~e Trn~t Fund to the Con­
solidntcd Cnsh fnvr~tmrnt Trnst Funcl onb· whrre the 
mo.1cys have not ber.n invC'strcl or re-in\'cstcrl 11nclr.I' sub­
section (1) or where the moneys hnve not been investee! 
pursunnt to section 6. 

l 0 . ( 1 ) Whcrr. :my costs. cxncn!'rs »r ol hrr pnyni'!n ts 
nrc clirrctly nttrih11tnliir to llw nclminist rnt1on of thC' Trnsl 
Fund, the Provincinl Trrn!'u1·c1· m:tr chnrg-e the cos t, ex­
pense or pnyment to the Trust Fund. 

(2) After the end of cnch fiscal ycnt· the Tn\'estment 
Committee shall 

(n) cstimntc nn nmo11nl C'O nsistincr of f he frrs. wnl!'rs. 
snlnl'ics, cMts, cxnrnsr.s 01· othrr pnvments inc11rrr<l 
In conncrtion with lhr nrlrninistl'nt inn of th" Trust 
J.'uncJ nncl nnid nut of the C.!!nernl Hcvcnuc Funcl in 
the prcceclin~ fiscn l yea r, nnd 

(b) nulhorizc the 'P rn\•inrinl Trrns11 rl"r to trnm~fr1· the 
nmount estimnlcct u11rirr d:tu~" (a) from the Tnist 
Fund to the Gcncrnl Revenue Fund. 

11. (1) ThC' Prn\'incinl T1·r:isurr1· sh:1 1I , ns Mnn nc; nmc­
ticnlilr. nftC't' lhc 1' 11tl of C'ad1 quartrr of I hi' 1 fl77-7~ 111ul 
sucrerclinr 'iscnl ~·e:1rs, prcpnr n report s11 mm:11· 1 ·~ i ns! lhe 
lnvcstnwnt!'I m;11lu u111.li·r sect i"n D nncl li!'lt in1! the i11\' ro;; l­
mcnls mn<le t1111l rr section (; cluri n~ Lhe prccccli nl! qual'lc1·. 

(2) \\'hen n q11nrtl"t'h• rl'pnrt is prrnnrf'tl 11ndf'r ~11li­
aecllon (1 ). the Prnvincinl Trc·ns11rer sh·.11 forthwith f11rni ~h 
C'Oplpo;; of tlw rl'n11rt lo all llH'111h 1 • 1·~ or I hf' T.c•ld :-4 l:tfi\'t' ,\~. 
scmhl.v nncl lo I hr Clerk of the T.cld~ l:it ivc As!icml>ly nnd 
upon <1 C1 inrr :10 shall make lhe report public. 
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J '..!. (l) The Provincial Amlilor ~hall from time to time 
· .nnd :1l h·nHt one<' c:fd1 \'t•ar audit llic ucconnls anu financial 

l rnnsacl ions of lhc Tnist Funrl. 

( 2) The Pro vi nri:i I Trc•:1~111·cr l'hn 11, n~ ~oon 11s prncti­
calil1' :1f11•r ·lh<' end nf .each fisral year, p1·1·p:1re a report 
summnl'izin!-" the oprrnlion of the Trust Fund during the 
prccrtli111~ fiscnl year nml conlni11i11g a financial stntement, 
nudilcd \Jy the Provincinl Auililor, showing 

(n) l i-nnsfttrs of r:1sh ancl olher assets lo the Trust Fund 
cl11rinJ! the preceding fo;cnl .ycnr, 

(h) pn~·ments macle from nnrl income ncc1·ueu to the 
Trust Funn for fie p1:eccuing fiscal yenr, nnd 

(c) lhe lotnl mrrnr,\·s C'Xf>t.•1Hlc1\ \ln<lcr Acts of lh:? LcRiS­
lat111·c J't'frncd lo in srclion G, subsection (2), 
clause (n) i11 rrspccl of irl\'rslmcnts in lhe Capital 
Projects Di\·ision of the Trust Fund. 

(3) When :rn nnnunl rrport is prepnrccl unclcr subsection 
(2), lhe Provincinl Treasurer i;h;..'d forthwith furnish copies 
of it lo ;di mc111l>t'rn of lhc L~s . .dslative As~eml>ly and to 
the Cll'l'I; of the Le)!islali\'C' Assembly and upon doini,: s<> 
shall mak.:: the report publ'·.:. 

l:l. (l) 'l'i'lcr~ i" i1creby established a selec~ standing 
cornmillee of lhr Le~i8lnl.ive As~emuly cnlled the "Select 
8tnndin)! Commilll'e on Tlw Al\Jrl"ln Ileritn~e Snvins;s Trust 
Fund Acl" consisli11~ of 15 members. 

(2} The memhrrs or the Select St:rnclinJ? Committee slrnll 
be 11ppoi11le<l nt thf' commencement of ench session in the 
snmc \\:IY thnl mf'mhcrs m·r nppoinlt•d to other select stand­
ing committees of the Legislative Assembly. 

(:l) WhP.n n com· of nn nn111111l rC'port is t'urnish!?d to 
lhc \lr.l'!c of the Lc!!islntive Assemlib• pursuant lo i;cction 
12. s11ll~erli11n c:n lh<' :1111111nl rrport shnll 1,c dremecl lo be 
refcrrrcl lo th: Selc•rl Slnndin~ Co111mitlec for review nncl n 
rC'porl concC'rnin:! lhC' invest mr11ls of llw Trust f'uncl which 
mnv contain nnv r rrommcndations of the Committee con­
cerninl! lhosc: investments. 

('1) Where ll motion is m:icle in the Lt'J! islnlive Assembly 
f"1' !'l'l'•' lltl r~nclinJ! of n Hill for n Special J\ct rt'lalinR to 
thr t fl7!'-7!l 01· nny l'ttt·rN·clin)! fisrnl yc:u·, thrn, 1111lt'ss the 
A~s1·111hlr hy rri-11l11lhn olhr1·wisr <lirl'c ls, the clclmlc on 
th" 11111linn sh:dl l•f' prN·1·<"11rd will1 only ir thr. rer11rt of the 
Sl•l<"ct ~ ln11cli11 J.! Cfln1n1ittro 1·l•lati11i~ lo lhe prcccdi nrr fiscnl 
year 1111 i:; bccm ta\Jl<'cl in I he Assembly. 

(fi) The Sc·l('c l !=;L:1111li11i.r Commillrr. may, wilho11t leave 
of Llw J\ss1•m\Jly, si t iturin~ :111~· period when the As~cmbly 
i~ adjo11 r11e<l or nflcr proro~nlion of n session of tho 
Legislature. 
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The Fi11t111cial 1lcl111i11istrcrli11u. ,.\cl is cw11·11dr.<l 

as to .<;ccticm JG.t by ndtli11{1 the word "or" rzt ilic 
c11d of clct11sc (c) u11cl by nddi119 tl1t! /uliuwi11a 
clauses nf tcr clcrnsc ( r.) : . · 
(f) between nccounls in the Gcncr:ii Hcvc1111c Fu11tl 

e:ntl the Alberta Hcri Lage ::>a vin~:t 'fru:tL FunJ, 
or 

(g) between nccounts in the Consoli11:\lccl C:t.qh f n· 
vestment Trnst Fund and the .Alberta llcrita~o 
Savings Trust Ftinc!, ut· · · 

· (h) for the purpose ·or. making im·estmcnts under 
section !> of The Alb1:rta Jic.riluye Savi11!JJ 
Trnst Fw1cl Act, 

by adding t.lie f ollowiizg section after scctio1l ~O.l : 

40.2 The Provincial Trc:tsurcr ~hnll, upon th~ 
direction of the Trensury IJo:anl, nth':rncc (rum. the 
Genernl Revenue Fund to the AllJ~rl:-l Jknt.1~c S;w. 
ings Trust Fund such sums ns m:1y b! r1' qt1 i rcJ u1vin 
such terms and conditions as the 'fn·;s.:rnry Bu.irJ 
may impose. 
as to item 1 of the Scltcd11lr., by nildin'1 tn t l:t liJt of 
desigualcd fu.11ds of the Proi:iuciul 11 «'1!.Sllrtr tr. c. 
f ollnwi110: 

(a.1) Alberta Heritage Sa\' i n~s Trust Fu~J. 

lG. This Act comes in to force on th~ d:1)' lli,..''' wh ich lt 
is assented to. 

·- --·-.. ··--· . .....,,...-" .. 
,tlntfd bt l h1 Qu 11 ~· 1 l't1M1r fOf 1•1 ,.,...,. - • 

; 



OF'FICIAT..S IN Tl~ i . l.JRER'S OFfICE 
___ --:;.P-=-ro;:;.v.:....;;:..in;....;;c;....:.l: 1\ l berta. ___ _ 

Hon. Me1vin Leitc h Provincial Treasurer 

A. F. (Chlp) 8oll ins Deputy .Provincial Treasurer 

Robert A. Splane Assistant Deputy Provincial Treasurer 

Charles Swanson Di rector of Inve.stmp- ~s - Finance 
Management 

Gary H. Beatty (formerly Deputy Minlster of Finance -
Province of Saskatchewan) 

Mam1ger, Heritage Fund 
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Ins titucion: 

Location: · 

Size : 

Capital: 

Purpose: 

Source of Funds : 

Manage m ent Structure: 

Management of Fund s: 

Portfo lio: 

Kuwait Fund for Arab Economic Development 

Kuwait City 

Authorized Capital: KD one billion; 
Paid- in-Capital : KD 328 million (KD - K\:.waib Dinars) 

To assist Arab and other developing states ir1 imple­
menting development p rejects by making KD loans. The 
Fund may also guarantee the obligations of such states or 
corporate entities. The Fund may not finance more than 
50% of non-local project cost . 

400 million KD' s out of government reserves according to 
the needs of the Fund. 6 00 million KD' s oul of public 
revenues of the State. Amount to be appropriated determined 
annually. 

Prime Minister - Chairman of Boa rd of 9 Di rectors e l ected 
for an initial term of two yea rs . Chairman appoints 
Di rector - Ge ne ral of the Fund (upon recommendation of the 
Board) who has responsibility for financial and administra­
tive matters . 

Net profits of the F und arc credited to a reserve account 
until reserves equal 20% of capital. Thereafter profits 
a re add ed to the capital of lhe Fund. 

Cash 
Bank deposits 
Securities 

(l<D Millions) 
5 • 1 

174. 5 

Loans 
Participations in 
Arab deve lopme n t 
ins lilutions 

Accrued interest 
Tota l 

] 10 .4 
62 .0 

25 . 9 
6 . 9 ----

384.8 



Capital Structure: 

Income: 

Loan Disbursement: 

J"!i t 

. 
The Fund may borrow funds a.nd give guarantees up to 
twice capital and reserves. 

Paid-in-Capital 
General Reserve 

KD 328 (March 1975) 
KD 56 

Financial information limited. 

Total I· c. ome 
J'lc: Or l 
Imo 

r .)m Investments 
from Loans 

KD 16 . 6 million 
14.4 
2.2 

Loa.1s maae to 12 countries by sector 

Trans oort and storage 
Agriculture 
Industry 
Power 

35 . 6% 
23.2 
20.6 
20.6 

100.0% 



KUWAIT FUND FOR ARAB ECONOMIC DEVELOPMENT 

Established December 1961 . 



Kuwait l4'und for A.rab Economic Development , 

P . O. Box 2921 , 

Kuwait City . 

KUWAIT . 

Telephone numbers : 

Telex number: 

Cable address: 

· Directors: 

Capi~al: 

I ' 

Statutory 

Paid-in 

439260 , 

439076, 

439261, 

439077 , 

2025 ALSUNDUK . 

ALSUNDUK KUWAIT . 

4?9262, 439075 . 

439078, 439079. 

R. H. Sheikh Jaber al Ahmed al Sabah . 

Abdurrahman Salem Al-Atiqi , 

Abdulatif Yusuf Al Hamad . 

Nasser M. Al Sayer . 

Khaled A. Al-Shelfan . 

KD 1,000 million . 

KD 328 million. 

.. 



Kuw•lt Fund for Anb £col'lomlc D•v•lopm•nt 

(iii) Work in the Fund is mainly based ori the " task force" 
approach wit(·. close and informal collaboration bet­
ween the various departments. These department:; 
are at present: the Operations department, the Finance 
d epartment, the Administrative department. the Office 
of Legal Advisers, and the Research depattment. 

Objec·. i iJO and Functions 

·,'le objective of the Fund is to assist the developing 
cou ntries in thei r development efforts. The Fund may 
achieve this objective, withi n the framework of its Law 
and Charter, by any means deemed appropriate by the 
Board of Directors, and particularly through the following 
functions: 

- The extension of loans, guarantees. and grants-in-aid. 
- The provision of technical assistance services. 

In pursuing its objective and performing its functions 
the excl usive concern of the Fund is to serve the interests 
of the recipient count ries and to p10mote their friendly rela­
tions with Kuwait. 

Scopo of Oporotions 

( i) The activities of the Fund extend to all developing 
countries. 

(ii) No sectoral limitations restrict these ·activities. The 
Fund however, has been mainly active hithorto in 
four sectors: Agriculture and Irrigation -Trans'port and 
Storage - Power - Industry. 

t 

{iii) Assistance ~an be pro~ided for specific development 
projects. for development programmes encompassing 
a number of articulated projects, and for development 
finence institutions. 

Eligible Recipients 

( i ) Recipients eligible for · Fund assistance comprise 
governments, public or semi-public entities. as well (IS 

private or mixed enterprises undertaking development 
projects. Regional or sub-regional entities can also 
benefit from the Fund's activities. 

(ii) In cases where the borrower is not itself the govern · 
ment of the country concerned a guarantee agreement 
is concluded with such government in order to cover 
the borrower's obligations. 

Types of A ssistance 

( i ) Assistance is mainly provided in the following forms : 
Direct loans to the recipients . 
Participation i n joint or parallel f inanci ng with other 
bilateral or multilateral aid agencies. 
Grants-in-aid to finance techno-cconomic studies. 
both related or unrelated to specific loan operations. 
Such studies may cover any phase of the project . 
including pre -investments studies, identification 
of investment opportunities. f easibility siudics. pro· 
joct preparation. etc. 



Kuw•lt Fund for Ar•b Economic De~•' pment 

Advisory services relating to the technical. financial 
economic, and legal aspects of development pro-
jects. policies. or institution-building. · 

(ii) No f inancial assistance for budgeta;y or balance of 
pay(llents purposes is extended by the Fund. Nor does 
the Fund participate in equity financing. 

Applications 

( i) No special application forms are required. Preliminary 
inquiries may be initiated by prospective recipients 
or by the Fund itself. Such inquiries enable the Fund 
to assess' the subsequent steps to be taken for sub­
mitting a formal application and for furnishing the 
information required for its processing. 

(ii) Inquiries and applications should be addressed to the 
Director Ger.era! of tho Fund 1i1;ough competent 
official· channels. 

(iii) The processing of ·an application submitted to the 
Fund, .requests for additional information, or the ex­
ch;i11no of missions. nhould not be construed as in­
cJ1cat1no an approvul of the application. Approval is 
deemed to be given only by virtue of a resolution from 
the Board of Directors to the effect that a loan or techni ­
cal assistance agreement is to be coricluded with the 
applicant. 

t 

. . 

./ 
• 

Beale Information 

Project Appraisal 

( i} In considering an application. the Fund requests the 
applicant to submit sufficient documentary evidence 
pertaining particularly to the following: • 

an adequate description of the technical and econo­
mic aspects of the candidate project, 
its importance and priority-rating, . 
economic justification and financial soundness. 
estimated foreign and local costs. 
proposed schedule of implementation. 

Thes·e requirements are of course adapted to the nature 
of each application and to the assistance operation 
envisaged. 

(ii) An appraisal report is prepared by the Fund on the 
basis of the data and information provided by the 
prospective recipient. by the feasibility studies. and 
by Fund field missions. This report and the Fund's 
management recommendations as regards the nature 
and modal ities of the proposed assistance. arc sub­
mitted to the Board of Directors. 

limitations 

The Fund is,as a rule. precluded by its Chartllr fr om : . 
( i ) Financing more than 50% of the total cost of any 

project. 

(Ii} Financing. local costs requirements. unless strong 
reasons specific to the recipient country's economic 
situation ~nd to the project itself make such financ ino 
necessary. 



Kuw•lt fund for Ar•b Economic D•Y•lopment 

l end ing Condit ions 

( i) In determining the interest rate, the maturities, and 
the grace period of its loans, the Fund gives due con ­
sideration to the concessionary nature of its lending 
~perations. This nature is expressed by a significant 
grant element in the loans extended. The level of the 
grant element Is condit ioned by the economic con­
ditions of the recipient country and by the specific 
circumstances of each project. 

(ii) In addition to the interest rate. a SE'rvice fee of one 
half of one per cent is levied on t he outstanding balance 
of the amounts disbursed under the loans. 

(iii) No commitment charges are applicable. 

Currency Clauses 

( i ) In all assistance operations the Kuwaiti Dinar is the 
monetary unit of account as well as the means of 
payment. 

(ii) Howovcr, tho Fund - acting as the agent of the re­
c1p1cnt - may cfroc1 disbursements and accept re­
puymonts in other fu lly convertible currencios on the 
busis of the current exchange rates. 

Disbursomont Prococluros 

( i) Tho recipient of financial assistance from the Fund is 
entitled to make withdrawals under the agreement 
concluded only after the effectiveness of such an 

. agreement has been declared by the Fund. • 

Sulc Information 

( ii>' The proceeds of the loans or grants-in-aid extende'd 
can be disbursed on ly to meet expenditures on a fist 
of goods and services specified in the agreement. 

(iii) Standard forms for disbursement operations are used 
in the f ollowing cases: • 

reimbursement of outlays effected by the recipien t, 
d irect payment for settling amounts due to suppliers 
or co ritractors. 
payments to banking institutions under a leHer of 

credit arrangement. 

Procurement 

( i ) Procurement of goods and services (other t han those 
of consultants ) under .=und loans arn. as a ru le. based 
on inte·national cpmpetitive bidding procedures. Ex­
ceptions to th is rule may be agreed upor:i if circum­
stan.ces make other procedures more appropriate. 

(ii) Tendering, awarding, contracting snd procurement 
documents are subject to review and approval by the 

Fµnd. 

Consultants 

The Fund generally requires the use of the scrvicc!i of 
qualified consultants at the different st ages of the pro­
jects submitted for consideration or approved for f inancing . 



• 
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Kuw•lt Fund for Areb Economic Development 
10~~~~~~~~~~~~~~~~~~~~~~ 

This applies particularly to the preparation of feas ibility 
studies and to the supervision of the different stages of 
implP.mentation. 

Project Supervision 

The supervision of the implementation of projects is 
undertaken through the review of periodic progress reports 
and other evidence submitted by the recipients and by the 
consultants, as w ell as through Fund missions to the sitf? 
of the projects . 

t 

·. 
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Historical Background 

( i) Established in December 1961, the Kuwait Fund for 
Arab Economic Development is he agency· of the 
State of Kuwait for the provision and .administration 
of financial and technical assistance to the countries 
of the developing world. From January 1962. to July 
1974 the operations of th·e Fund were confined, in 
accordance with its mandate. to the Arab coun tries. 

(ii) On July 17th .1974 the National Assembly extended 
the scope of the Fund's operations to the rest of the 
developing countries and increased the Fund's de­
clared capital from K D 200 million to K D 1.000 million. 

Organization 

( i) Th e Kuwait Fund is nn autonomous public body having 
An inrf Pnpnrf Pnt J11ri rf j,- pf !'<>rc:nn::>fit~1 1! j!° 2d..,.. ; ,..;,.!~:~d 

by a Board of Directors comprising eight members 
appointed by the Prime Minister. Th e Chairman of 
the Board is His Highness the Crown Prince and Prime 
M inister. Sheikh J aber Al-Ahmad Al-Jaber Al -Sahnh. 
who has delegated his authority to the M inister of 
Finance and Oil. 

(ii) The management of the Fund is the responsibili ty of 
the Director General who is.appoin ted by the Chnirmnn 
of. the Board. The Director General is the lcg;il repre ­
sentative of the Fund. The Deputy Diroctor Gcncrnl 
assists in the management of tho Fund and exercises 
tho functions· of the Director Gonoral in his obsenco. 
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KUWAIT FUND 1-'0ll AltAU ECONOMIC DEVELOPMENT LO<\NS ... 
l!JG2-76 .... 

Dalo o( Amounl of Loan Jntorest Mulurlly Grace 
Country Pro ju ct Acrcumenl {MIUion KOl % {Yen rs) {Ycat's) 

Sud:an Sudan RnUwnyti 25 . 3.62 7.000 4 . 0 15.7 3.70 
ir1uism a l-Glrb:J. Sul,'Ur Plant 15.7.GS l.700 4.0 1'1 . 4 2.40 · 
Atrrlcullural Dovelopment l·t.8.G7 4.210 3.0 21.3 2.HO 
Mechanical Ory E'nrmlng 1-1.:1.72 1.600 3.0 2-1.2 4.20 .. 
nahnd lrrli;nllon 17 .. t. 7:1 3.300 3.0 30 0 4 .5-0 
Scrnur Sugar 21.7.73 '1.500 4.0 Ii .o '1.00 

.. 
i 

Rnhn<l lrrlb'llllon 30.6. 75 11 .200 3.0 3 l , I) 4 .GO 
lnduslrlal Dank 30.G. 75 1 .500 4.0 lt .'J 4.00 -Tol.31 35.010 

J ordan Yarmuk Va lley 3.4.62 l . !100 3.0 20 . 0 5. cr. 
Phosphate Minus :J.4.Ci2 3.tOO 4 .0 10 .0 J.00 
Jcn u;nlcm Elcclrlc Power 5.:.!.G·I 0.2'10 3.0 17.2 l. :.!O 
Jerusalem International Hot.cl 5.2. (j1l 0.175 '1 . 0 11. 7 1. 70 
Jordon !lot.cl, AmmM 8.3 . 65 O.tH!5 3. 5 14.6 0.60 
Zn1·kn River 1'1.3. 72 4 .600 3.0 24.5 4.50 
Hussoln Power SLnllon 25.G. 7:.1 3.020 4.0 24.0 4.00 r lndustr lnl Dovclopmonl Dank 17.7.74 1.000 4 .0 17 . 0 5.00 

ToLnl i.t. O:.!O 

Tunlslu Ln Coulctt.c Elcclrlclly-PhaHC I 21. 12 . G:J 3. 800 4.0 15. 5 3.50 
Mcdjurdn Valley (l tll s lngc) 21.12.63 2.000 3 .0 22.3 2.30 
1.3 Goulello l::lcclr1c lly-Ph!lsc II 21. 1.67 ·I.GOO •t.O 1·1.6 2.GO 
Mc<ljenln Volley (211tl slni;o) 2H. 7.70 :.1.200 3.0 26 .4 6.40 
Gas Pipe line 18. 2.71 0.!)00 4.0 15.3 2. JO 
••tshlng Ports 25 . 3.7-& 2.850 3.0 19.0 4.00 
.Phosph.'\t.o Minoa Dovclopmcnt 1-1.10.71\ 2.000 ".o 15, 0 2.DO ,.. 
Dovc lopmcnl llank 6. •I. 75 2.500 4. 0 16.0 ... !)0 
Tunis lnlomutlonul Airport• ·1.000 4.0 16. 0 it. oo 
1\mls-1\trkl lll1!hwuy 15. 2.7G 3. 7!i0 •I .O 20.0 5.00 
Dl1.crl.n Cnnal Uridr,o ir •• 2.76 2.250 4.0 15.0 5.oo 

Tot.a l 31.850 

• Egypt Suez Cnnnl i-:x1win:tlon s. 7.G'1 !>.tiOO 1.0 16.0 J . 00 
Cn rr,o Shlp!i Construction 2'1 . I .GB J.500 1.0 14.9 2.90 . 
Al.>t11Qlr GuR Project 1. 7. 73 4,:;00< 1> •1. 0 l5.0 G.oo Aw Qlr Cn11 l'rojucl 7. 7. 7!i ;,1. !iOO 
Suez Cunnl llcopcnlnit 7. :l. 711 10.U\lO it.O 11!.0 :Lou 
Tnlkha Furlll l1.er l) lant 27 . G.71 7. 000 it .a 20.0 '1.70 

'fot.ll :18. :100 

Alcorta Oil Plp1Jllnu ( I !'l 1:1t.n1:u) 2:1. li.64 7.!iOO 1.0 1-1. 7 2.70 
OU Plpollnu (21111 i. ~1rt.I a l :i~u) 20. 6. 67 2. !HIO '1.0 11 . 8 o.oo 

10. 000 

Morocco Te '!Inuit A~rlC\l l tur:il l'rojocl 2U . 5. liG 1 . :1r.o :i .0 2·1. 0 ·L OO 
·rnJln A1:rl("IJ!t•Jrnl Project 2!!. 5.GG 2.700 :J.O l!l . (\ •1.00 
Sucrufor Projucl 2. 2 . 7:.! 0,IH•O •1.0 !1.7 I. 70 
Phosphntc Pinnt 2!i. I I . 711 2.·100 ·I. 0 1-1.0 J.70 
Nnllunnl DIU\k for f:Nnomlc l>.ivolo1m1unt 2G. Ii, 7!i G.000 7.0 l :J. 0 •I .00 

Tow I lfl. :II 0 

(I II) 



A111v11 11L 111 l...111111 I11li · 1·c:ll Maturity Clr:u:c 
Country Pl'lljuc _ A:;n·1·111c11I (M llllon K!!L ,. 

(\'car~ (~) _,_._ 
North Ycrn~n 1.:tbid Vnlh:\' Ii. (i.(i l! 1: . :1:!;; 1) . 5 ·l!i.O 7 .l!O 

!fa Hr 8:1 lt \ll11cs I :!II. 7.70 I • !lllll :Lil :10.~ 
lll~hway l'rvjc<:l l ·I. ti. 7t II. 'l >SI 0.5 ·t!l . O 10.00 • Tih:un:i A,.:rlculh11'3! U1!\'Clo11mcnl I !l. G. 7:J I .!1011 0. 5 50 . 0 !.I.SJ 
Sallf Salt Mines ·11 :!!) • 5. 74 1.100 :! • 0 27.0 ~ .10 
1':ilz- Km. G~ Hu:.itl 17. 1. 7G 1.500 1. !i 20.0 5 . 00 

Tollil 7 . 00!.I r-

South Yumun AIJy:in l>cllu Ocvclcpmcnt 17. •I . 71 0 . 330 9.s •l!l . 1 !J. 10 
Abynn Dcllu Dcvclopmc11l 1 :>.. 5. 7-1 ·1.200 0.5 49 . 0 !l.40 
Mukullu-llutU1rumoul lli~hwny 25. 6 . 75 •I .500 1.5 40.0 9.75 

Totnl O.O:JO 

Syria Gruln Silos 13 . !). 71 7.000 •• 
:l.!i 15.5 3.50 

Oil Refinery 7. :J . 7•1 2.0!lU 1.0 24 . 0 4.50 
Mohrcda 111cr111nl Power Slnllon 25 . 11. 7·1 !J.!JOO tl.O l!>. O 3 . 25 

Tot.al IH . !JOO 

Lebanon Joun Eloclrlclly ·I. i.Gli 1.670 ·l.O 12.5 2.50 
Grnln Silos 7. ti. (iii O.liOO ·I. 0 11.4 :.! . 4(1 

To till :! .. 110 

J.tau?lUinla no:itl l.lu lnlcn:inco !). I. 75 ! . 150 o.s 25 . 0 5.25 
Exp:inttloo r,( l'ort of NounclhllJou J. 2 . 7ll 2 . 450 l.E 2\>.0 5.00 

Totnl 3 . 600 

Bnbruln Aluminum Sm.oiler 2 1. 7 . 70 1.000 ·LO 11.!J 
,.. 

l . !)\) 

Flour Mill :'.·I. :J. 71 0.500 ·LO 11. 7 l. 70 
Ctrni;owny und Uritl~c 2·1. :J. 71 0.500 :1.0 l •I. 2 2 .20 
Sitrn Power Slullun 2·1. 7.72 7 .350 •l . O 18.0 ·LOO 

Total 0. 350 

Irnq Snmurn llyclro-o loctric 5. 2.70 J.000 ·1.0 M.5 2.50 
Corncnl J>rojocl 1-1. 8.7 1 :J.liOO ·1 . 0 l:J. 1 2.10 

Tot.nl 0.600 

Rwontl:i Tuu Plontnlion 25. G.75 1.000 
,.. 

:i . o 27. 0 o.oo 

Moluyslo Pn Ion:;- Uovu lopmcnt 25. G.75 7 .llUO 5 .0 30.0 10.10 

Ugund!l L lvo11lock J)Jvo lupm unl ~10 . G.75 fl . 7Ci0 z. Ii 25. 0 s.oo 
.. 

Booi;lncl& '. 1 Hurn i ~lcclrHicu liun :10. G.75 G. ·100 2.0 :.12 . 0 G.80 
Mono nlvo r Prujurl 30. ft . 7& 2.:iuo I. 5 :13.0 7.00 

TuUll 1:1. 700 

lntlJn Kullnutly l'owcr P rujuct 27. l. 7G Hi.:JOO •1. 0 20 . 0 5.00 

No pal Kulukh.1111 l'uwu r flrnjurt 17. I. 70 6.00U :J.O 25.0 7.00 

Tan1.onlu Tu, lllo MIU . !i. 7. 75 ·l . !·00 ·1.0 22.0 5.00 

Sri Lu11lm Uroa 1:~rllll1t' r l'i 111t 1:;. 8. 7f1 7.IJOO <1.0 Hi.O 5. 00 

Somnll11 t·:l••t:l rl r.i l'rujuut 7. 7.75 o.zuo I. !i 20.0 fi.00 

Pokhllnn 'l'rnn~111 l 1<tc l u 11 l.lt1l' (C11tl• lu - h .l1';1d1I)' ...!.!.!.:..'!.'!!!. •I. 0 20.0 6.011 
Gr1111tl 't'ot:1 l ;r10.HDO 

(' ) l.onn :1 '"'' yul llnull1c ll. 
(I) 1'wo lo:rns co111h l11u1l tui:1J th1.· 1· 111.1110 1 111.i ol II·' !11.111 11 tl 1•• 1. •tl 1111 7. 7. 7!i . . . 
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Tho Crown Prince 

' \ 

.~ 

H. H. Shaikh Soboh Al Salem Al Sabah 
Amir of the State of Kuwait 



Outline of the 

HUWllT FUnD FOR ARAB fCDnOll[ DEYfLOPMfnT 

Established 

Purpose 

Capital 
Statutory 
Paid-in 

Total Assets 

Loan Commitments 

Projects Financed 

Technical A!sistance 

. . . . . . 

31.12.1961 

To assist Arab and other developing states 
in developing their economies, and to 
provid e financial and technical assistance 
for the execution of their development 
programmes. 

KD 1,000 million. 
KD 328 million. 

KD 384 million 

54 Loans totalling KD 161 million. 

Projects having direct developmf'nt impact 
and high priority rating in development 
programmes. 

- Pre-investment studies . 

- Tachnical and Economic Advisory 
Services . 

3 
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4 Hl6BLl6HTS Of THE YEAR 
j 
:, 
fl 
1 e Following the promulgation of Law No.25, on July 17th, 1974, for the Reorganization 

of the Kuwait Fund For Arab Economic Development, the Fund took off to a new start of a mu~; h 

wider scope of activities. According to this Law, the Fund's operations are to be extended to 
cover, not only Arab States., but all developing countries, and Its statutory capital was increased 
from KD 200 million to KO 1,000 million, more than $ 3,400 million equivalent. 

8 Before this Law was enacted, a Fund mission had visited early last year, on behalf of the 
Government of Kuwait, nineteen African countries, in order to explore the possibilities of co­
operation between these countries an~ Kuwait, especially in the field of technical ond financial 

assistance. 

e During this year, another Fund mission visited ten Asian countries with the aim of ac­
quainting the officials of these countries w ith the extension of the Fund's field of ope1 adons 
and of getting first-hand information on the main features of these countries' problems, require · 
ments and priorities in the field of economic and social development . These ten Asian countries 
wero : Pakistan, Sri Lonka, Bangladesh, India, Nepal. Malaysia, Singapore. Philippines. Thailand 
and Indonesia. 

8 Immediately following th e official a~nouncement of the new Low , missions from tho Fund 
wore dispatched to many countries In both Africa and Asia, with tho purpose of Identifying pro-
1ccts suitable for financing and evaluating those alrnody chosen. Countries visited for this purpose 
included : Bangladesh, Sri Lanka, Malaysia, Afghan istan, Uganda, Burundi, Tanzania, Rwanda, 

l< onya, Mali and Chad. 

8 The Fund's activitie~1 In the Arab world were In no way affected, however, by the extension 
of tho Fund's operations to new countries. 

0 Tho presen t report reflacts the widen ing of the scope of the Fund's operations, part icularly 
111 th e larg o number of projects which are presently under consideration, and of which mnny 
hnvc roached an advanced stage of proparation. Thus, apart from the loans and technical as­
c;istnnco agreemonts which have been finalized during the year, this roport includes no less than 
·10 projects under consideration, extending to more tturn 20 countries in the Arnb world and in 
tht' res t of Afri ca ond As:ia. 

0 During 1974/76, th10 Fund's Board of Directors approved 10 new loans tota lling KD 41.6 
'

11 illion, o f which seven loon agreements were signed. Of these seven loans totalling KO 2·1.6 

""'~""----
- ""ll'"'l ............ , .... __ .,.. ___________ ... ____________ ,, 
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million, three loans·of KO 10.4 million were made to Jordan, Egypt and Morocco, in the industrial 
sector; two of K~ 3.1 mi!lion to Tunisia and North Yemen in the mining sector, one loan of 
KO 9.9 mill ion to Syria, in the power sector, and another of KO 4.2 million in the agricultural 
sector of the People's Democratic Republic of Yemen. The total number of loans extended by 
the Fund has therefore reached 54, amounting to KO 161 million. · 

e During the year, the Fund also extended six technical assistance grants totall ing KO 1.17 
million, representing a two-fold increase over the amount reached at the end of last year and 
bringing the total number of grants to 20. 

• During the year, the Fund represented the Government of Kuwait at a number of Interna­
tional conferences and meetings concerned with the devalopment problems of the Third World. 
The most important of these were the International Food Conferences (Rome, Nov.,1974); FAQ's 
Second Regional Conference for the Near East (Amman, Sept.,1974); the meeting of Arab Finan­
cial Institutions (Cairo, May 1975); the meeting of representatives of Arab Development Funds 
and the Economic Commission for Western Asia (ECWA) (Beirut and Kuwait-January/February, 
1975) the Conference on the Financing of the Senegal River Basin Programme (Nouakchott. 
July, 1974) the Conference of Legal Experts of Non -Aligned States (Kuwait, January, 19- 1); and 
the Ministerial Meeting for Establishing the Solidarity Fund for Economic and Social De .. elop­
ment in Non-Aligned Countries (Havana, March, 1975) . 

0 The Fund continued during the year its contacts with international,regional and national 
institutions concerned with the development of the Third World, including !he International 
Bank for Reconstruction and Development, the African Development Bank, the Asian Deve­
lopment Bank, tho Central Fund for Economic Coopera tion (France). tho Canadian lntornotionnl 
Dovolopment Agency, the Arab Fund for Economic and Social Development, the Abu Dhabi 
Fund for Arab Economic DE1velopment and tho Inter - American Development Bank. Theso 
contacts aim at exploring now Cl• ', nues of c<'operation with these institutions in providing eco­
nomic assistance to the devel.Jping countries. In n large number or the projects lncludad in 
this roport. the Fund's partici ,:ation hos been or is expected to be in the form or Joint-financing 
with some or the · institutio is. particu larly with l.B.R.D.,l.D.A. and The Arab Fund for Eco · 
nomic and Social Developrr.en t. 

• The Fund con tinued ols<• to undertake certain responsibilities, on behalf of the Govern ­
ment of Kuwait. in connection with economic ossistonce provided directly by the Government, 
in addition to that extended by the Fund. Tho most prominent among these responsibil iti es 
concerned the follow-up of a grant of$ 6 million provided by the Kuwait Government to finance 
tho orndicatlon of Onchocorciasis ( Hiver· Blindness ) . a disease t1rfei:ting seven countries in 
Wost Africa. This programme,which is of Immense humanitorio n and oconomlc significance is 
sponsored by four International Organizatio n~: WHO. IBRD. FAO and UNDP. 

~·~-....,. ........... ...,,...-i ... -.,.,....n"'91• .. _.•••~hmJlllllC••~•"*••~•~aallMlll• . .. ~•u•n•ec••--•=~••_.,....._ ............ ,..,, 
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( ' O One outstanding feature of the Fund's financial year 197.4/76 was the lncrea•e in the 
'j total resources of the Fund by 150% over those of last year. This w~s primarily due to ri three­

fold increase of paid-In-capital since the en.d of 1973/74, bringing it up to KD 328 millio.n. 
I 

ri 
'1 

O As regards the use of resources, disbursements from the loan account rose from KO 83.4 
million to KO 91.3 million, whi le the deppsits and investments portfolio increased from KO 80.5 
million to KO 290 million. The contribution made by the Government of Kuwait through the 
Fund, to Arab development institutions, rose from KO 10.8 million to KD 25.8 million. Gross 
income for the year amounted to KO 16.6 million, while total expenditures were KO 600,300 
not exceeding 3.7% of gross income. Administrative expenses did not constitute more than 
3.4% of gross income. 

• ••J1:::r.r01.M111W11G111Hrce .... .,.,.. __________________________ _,.,,. 
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lndustrial ,Develop.nent ·Bank 

Borrower Industrial Development Bonk Term 17.7.74to 1.9.1991 

Amount KO 1 million Grace 5 years ,-
Interest 4%(1) Uepayment 24 Semi -annual instalments 

The Industrial Development Bank of Jordan plays a prominent role in the field of deve­
lopment finance, and has participated, since its establishment in 1965. in financing a large number 
ol projects throughout the country, in the two sectors of industry and tourism. For the promo­

tion of industrial development In the country, tho Bank extends loans. participates in equity 
ownership, and provides technical assistance. It subjects all projects to screening for ascer -
1.11111ng their economic and financial feasibility . 

Tho Bnnk is a mixed enterprise • with an authorized capital of .J 0 3 million and paid-in 
ii 11 t:il of JD 2.24 million of which the Government's st ire Is t9.5%. 

l he Government of Jordan and the Bank had requesrod rho Fund to pnrticipare in financing 
: 1i •• Oank' s opororions for tho period 1974-1977, tho total costs o f which havo been ost imotod 
i: 0 5 94 million {J 0 6.64 mill ion) of which about KO 4.42 million {J 0 4.86 million) is in 
· ···•un cxchonoo. 

11 ' •11 ,: I cf I ' ' " • onru cuv.,rod by this roport, lntoroat ratos Include n 0. 1> p1rcon1 111rvlc6 chnr{)6. 

..) 
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TUN IS IA 

Phospha t e Mines Modernization Projec t 

Borrower The Republic of Tunisia Term 14/10/74 to 1/9/1989 

Amount KO 2 million Grace 2.9 yeNs 

Interest 4% per annum Repayment 24 semi - annual instalments 

This Project is part of Tunisia's 1974-77 programme fo r the modernization of phosphate 
mines and benefic;lation plants . !he programme oiJTis at realizing nn increase in the production 
of phosphates, tho reduction of production costs and improving working conditions inside tho 
mines. The projec t will include tho mechanization of tho Aadeyof. M etlaoui and Mdllla mi nos, tho 
improvement of means of transport as well as tho modernisation and O)(pansion of tho benof1c1a · 
tion plants. The provision of freigh t cars and locomotives. of some essential social services, and 
of a training programme for t he workers. aro also included in the project. Work on tho projoct 
had already started during tho second half of 1973. 

Total costs are estimated at KO 8.46 million (Tl1 12.435 million) of which KO 6.26 million 
(TO 9.20 mill ion) is in foreign oxchongo, roprosonting 74% of total costs. Tho Fund loan hos 
boon extended to tho Government o f Tunisia which will rolend It to tho Phosphate and Railway 
Company. 

1 i! 



SYRIA 

Me hreda Thermal Power Project 

Bor:-ower Public Electricity Establishment Term 25.11 .74to1 .9.1993 

Amount KO 9.9 million Groce 3.25 years 

I lntorest 4% per annum Repayment 31 semi -annual instalments 

Syria's power generation facilities, w ith a total capacity of 165MW, have suffered extensive 
d,1m,1uc as a result of the October war of 1973, w 'hereas no perceptiblo change in demand took 
l'l.1ct.: ilS a result of the war. The present project forms port of the PEE expansion programme 
c\tcnd1ng until 1979, and will help in compensating for the damages inflicted on the power 
n1·twork during tho October war and in meeting part o f the expected Increase in electricity con­
~um 1>11 on . 

Tho project constitutes the fil st stage of the construction of a thermal power station in 
',' .' ri·da near tho city of Hama. It Includes the installation of one unit o( 125MW capacity, 
' • • 

11ow sub-stations as well as the provision of consulting services in engineering, adminis-
11.111on .1nci training. 

Th e total cost of tho project Is estim1ted at KO 27.3 million, with a foreign exchange com -
1 :.· ' '" ' of KO 21.1 million. 

Th u lonn provided by the Fund covers 46,9% of the foreign exchange required, or abou t 
J • " 'll tot JI CO!: t ; tho balance to t"le covered by th e World Bank, a co -lender with the Fund, and 
:. • " " ?ubltc Electr icity Es1obll11 hment. 

··~- ...,,.._ I 1.-..,,,.. ............ IOllll .. ______________ .. ________ P' 
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EGYPT 

Talkha Fertilizer Plant II 
·. 

Borrower Arab Republic or ~ lYPt Term 

Amount' KO 7.0 million 
. ' Grace 

Interest 4% per annum Ropayment 

27.6.71, to 1.3.1994 

4.7 years 

30 semi-annual instalments 

. 

, 
• . 

This project includes the construction of a plant for the production of ammonia near Talkha, 
just across the Nile facing the city of ·Mansoura . The plant will have a capacity of 396,000 tons 
per annum, of which 330,000 will be allocated for ~he production of 570,000 tons of urea ann­
·ually, and the remainder for the production of calcium ammonium nitrate in Talkha Fertilizer 
Plant I. . The plant will allo N Egypt to !'"eet all its requirements of nitrogenous fertilizers uptil 
the end of thn 1980's, and therefore to save about KO 250 million in foreign exchange during 
the projected life of the plant of 12 years. 

Work on the project has already started during tho second half of 1974 and the plant is 
expected to be operational by ~ 978. 

The total cost or the project Is about KO 38 million, or which the for~ign exchange is nearly 
K D 26.5 million, the Fund's loan representing 18.5% and 26.5% of the two components res ­
pectively. rhe balance will be covered by the Arab Fund for Economic and Social Development, 
the Abu Dhabi Fu11d for Arab Economic Development, International Development Association 
and Tho Libyan Arab External Bank. The Egyptian Nasr Company for Fertilizers and Chemical 
Industries will Implement the projec t, under the supervision of the General Organization for 
I ndustrlalization. 

~~i:a. .. i'll9 ............................................ _ ..... l"'•••llllllllllllt .. i1Hllllill ........... llUll .......... ~--..... 
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MOROCCO 

Phosphoric Acid and Mono-ammonium Phosphate Project 

l Borrower 

l Amount 

I interest 

National Bank for Economic 

Development ( B ND El 

KO 2.4 million 

4% per annum 

Term 25. 11 .1974 to 21.8.1998 

Grae;• 3.7 years 

Repayment 20 semi-annuli instalments 

... 

This project represents one further step towmds the development of the phosphate. industry 
an Morocco, through the pro6uction of phosphoric acid, a key intermediate product in manufac­
tu ring high-grade chemical fertilizers, and mono-ammonium phosphate {MAP). 

The project will include the construction of a plant to produce phosphoric acid and mono-
1mmonium phosphate (MAP) near the town of Safi, the provis ion of utility installations and 
• ·!,1tt?d off -site facilities. 

The project will help Morocco to maintain or Increase its share in the international trade of 
; · •H Phate products, and to consolidate its po!-1i tion in the new emerging pattern of trade In 
' " rmcdiate and high-grade finished products. A recently formed company, " Maroc- Phos­

: •
11 c "' owned by the "l)ffice Cheriti en des Phosphates" (OCP), was for:ned to undertake the 

~ :, ·· ni11ntion of the project, which has alre1dy started in mid-1973. 

Thu Fund loan has been ex tended to the "Banque Nationale pour lo Developement Eco ­
<lu 1J or Morocco which will re-lend its proceeds to Maroc-Phosphoro. Total cost is es­

. - .i··· 1I .it KO 46.6 million (DH 687 million) of which the foreig n exchang e component is 
' ~ • ., I lion (OH 442 million) . or 64 % of toto l cost. Other sources of finance include the World 
"' • •

1
'
1<l tho Kteditanstalt Fur Wiedoraufbau. 
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: yEMEN ARAB REPuBLIC 

Saleef Mines Project - UI 

Borrower Yemen Arab Republic 
Term 29.6.1974 to f .1 .2001 

-
Amount KO 1.1 million 

Grace 2.1 years 

Interest 2% per annum 
Repayment 60 semi-annual instalments 

On July 28, 1970, the Kuwait Fund had extended a loan of KO 71)0,000 to finance a project 
aiming at the development of salt mines at Saleef, which was followed uy another loan on August 

14, 1972. 

Sinco ·then, new factors have mode it nocessary to mobilize additional resources for the 
implementa·:ion of the project and widening its scope. Among these factors, the most important 
were the rise in the cost of equipment and of implementing and supervising the project. and the 
need for improving the road linking Saleef with the Port of Hodeidah, for providing pilotogo and 

tire -extinction equipment and fer widening some parts of the loading wharf. 

The Fund has thoreforo agreed to extend this additional loan of KO 1. 1 million, under tho 

same conditions and terms stinulated in tho original loan aoreement of July 28, 1970. 

l8 
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: t SOUTH YEMEN 

Abyan Delta Project 

I 

~Borrower 

!Amount 

Peoples Democratic Republic of 
Yomjln 

KO 4..2 mllllon 

Torm 12.5.1974 to 1.10.2023 

Grace 9.4 years 

lnterHt 0.5% per annum Repayment 80 semi-annual Instalments 

The Abyan Delta, an area of approximately 53,000 hectares, is located abol.t 50km eas~ 
of Aden, and includes one of the largest cultivated areas in Southern Yemen. Three quarters of 
1he total area of the Delta are suitable for cultivation, but no more than one quarter, or about 
1 3 000 hectares, Is actually cultivated. 

Tho project includes the improvement and expansion of the irrigation network in the region, 
111u levelling of an area of about 18,000 hectares of which 3,000 hectares are under we ll irrigation 
,,.,d 15,000 undor flood irrigation, as well as the provision of agricultural equipment and the 
· .. :.111,uion of a flood -warning system. Train ing and consulting services are also provided for. 

.,, . Total costs, including interest during construction, are estimated at KD 4.750 million, of 
h 71 % is in foroion exchange . 

The Fund loan covers all the foreign exchange cnmponent as well as 60% of local cost. 

~-- Sao ""~ • \t9\ 
- ·-... ... llRlll ........................................... ~ 
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AFGHANISTAN 

Sugar Industry Development C!"d Exploitation of Farah- Rud River 

Recipient The Republic of Afghanistan 

Amount KO 400,000 

Date( 1) 20.10.1974 

Afghanistan was one of the first non-Arab countries to benefit .from the extension of the 
Fund's operations to f:Qver all developing countries. This grant was given to finance consultancy 
, .. ,·.,,ccs covering all management, technical , economic and marketing aspects of two projects, 
O'\l' concerning the development of the sugar industry and the other concerning the exph.>itation 
o ! 1h 01 Farah- Aud River. The former project aims at the renovation of Afghanistan' s only existing 
1 · ~P' olnnt. located in the Baghlan province, increasing its productive capacity, and constructing 
• ni:w sugar plant In Harat. The second project consists of utilising the waters of the Farah-Rud 
ca •0 1 to 11rigate an area of 40,000 to 00,000 hectares, situated in one of the least developed, 
lf'lo': n••<1lcc ted region of the country, but with a good potential for the production of wheat, 

· - , : .. l'ntton and sugar. 

• " ' 1• c11on ro•lcr 10 t h d 1 o ates o approval ol 1ochnlcol osslstonco by 1ho Boord ol the Kuwnil Fund. 

~1--ldllllmt ............................................... ..,. 



SOMALIA 

.. 
Livestock Development and Expansion of Irrigated Area 

Recipient Democratic Republic of Somalia 

Amount KO 200,000 

Date 1.2.1975 . 

Livestock is the most important source of incorre in Somalia, as 'shown by the fact that 
nearly 55 per cunt of the total area of the country is o.1ly suitable for pasture, that no less than 
three-quarters of !he population depend on it as their main or single source of employment. 
and that it bring•; to the country more than half its export proceeds. Of the 8 million hectares 
(about 12% of the total land area) which are suitabi'e for rainfed or irrigated agricu lture, only 
about 400,000 hectares, is now under ralnfed cultivation. Somalia possesses, however, two 
Important rivers, Juba and Shebli , which could be harnessed to irrigate the large area falling 
between the two rivers. Their utilisation would spare the country tho consequences of rainfall 
fluctuations and of droughts which resulted last year in a considerable loss of human life and 
herd . 

The present grant finances the study and proparntion o( two projects: one for livestock 
development and the other for the expansion of irrigated ngricultural area in Hargeisa by utilizing 
th e waters of the Juba river. 

24 
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MAURITANIA 

. . 

Recipient 

Amount 

Date 

Exploitation of Mineral Resources 

The Islamic Republic of Mauritania 

KD 175,000 

1.2.1975 

The present grant finances a comprehensive study of the various aspects of the mining 
,, H cto r 1n Mauritania with the aim of drawing up a long-term plan for its fuller utilization, of 

"" .!·· r11ef ying opportunities for developing new industries on the basis of this utilization, and of 
~ d o1•·1m1ning tho rolo of government in its exploitJtion. · 

l. 
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NORTHERN YEMEN ·' 

Ex pansion of Cement Production 

Recipient I Yemen Arab Republic 

Amount KD 70,000 

Ditto 29.5.1974 

-· 

High priority is being assigned by the Government of Yemen Arab Republic to increasing 
cement production in view of the serious shortage met at present by various development pro­
jects. Th e annual output of cement, produced by one plant near tho port of Hoc/.eldah, does not 
exceed 50,000 compared with Yemen's consumption of about 200,000 tons annually. 

Th e present grant finances tho necessary consultino servictts for studying the possibility 
of increasing cement production and for tho preparation of an integrated project aiming at 
mooting the present shortage. 

26 
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SOUTHERN YEMEN 

Modernization of the Port of Aden and El - Ray~n Airport and the Oavelopment of 

Livestock Production 

Recipient People's Democratic Republic of Yemen 

Amount KO 300,000 

Date 29.6.1974 

Of the projects included in the current Five-Year Plan of Southern Yemen (1974/5-1978/9) 
t rec projects are given high priority b•:t the Yemeni Government. One aims at raising the 
,. ' "dar cl of operation of the port of Aden, restoring the position it occupied in the economy 
: • 0 1 10 the closure of the Suez Canal In 1967, and allowing it to face the competition of newly­
: . . .. ,oped ports on the Red Sea. 

·\nother involves the Improvement of services provided ot El -Royan airport, the country's 
, . :· q local nirport which is situated in the Hadhramaot region. 

1' 

Tti .~ third i s designed to develop livestock production sufficiently to allow a big reduction 
.. " r oun trv' s Imports of meat and poultry. 

' : "·.i s tc; finance tho consultancy services required for the study of these projects and for 
•·: 

11 nrng their feasibility that the present grant has been given. 

27 
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•F"P 

THE ARAB PLANNING INSTITUTE 

Training Programme ·in Economic Planning 

- ~ 
Heclplen~ J The Arab Planning Institute 

Amount !<D 31 ,000 

Date 18.1,' 2.1974 

Since its establishment in 1966, the Arob Planning Institute has been working in close 
cooperation with the Kuwait Fund, in drawing its general policies and in designing its programmes 
for developing Arab expertise in the field of planning and economic dovelupment. This year \he 
Fund decided to rnise its annual grant to the lnsti :ute to KO 31,000 in view of the expansion of 

its training programme. 

I Pl - ==-·-· ,, ......... .,.. 
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ARIB COOftTRIU 
JORDAN 

The Phosphate Mines Company Programme : 

The Fund is currently considering the possibility of participating in the financing of the 
future investment programme of Jordan's Phosphate Mines Company. The programme aims 
at increasing the production of phosphate to about 10 million tons annually,as well as increasing 
the productive capacity of beneficiated phosphate. 

TUNISIA 

1 • Economic Development Bank : 

The Government of Tunisia as well as Tunisia's Economic Development Bank (BDET) have 
requested the Fund to participate in financing the Bank's operations for the three-year period 
1975-1977. 

BDET was established in 1969 for th e promotion of industrial development in 'funisia 
through the extension of loans, participation in ownership and through the pr?vision ot technical 
assistance. 

The total capitol requirements of the Bank for the period 1975-1977 are estimated at 
approximately KO 43.3 million (TD 63.6 million) with a foreign exchange component of KO 33.1 
mill ion (TO ,8,5 million).(') 

2· Other Projects : 

The Fund is also considering a request by the Government of Tunisia to participate in 
l1noncing a number of projects involving the construction of new facilities in Tunis airport, the 
bu ilding of two now airports at Gabes and Sf ax, th e extension of gas transportation capacity, 
:is well as the construction of a gas turbine in Rhennouch. 

1 • I\ tu11 n ooroomont was In toc1 slgnod on April 6, 't 976, n low dnvs oflor tho ond or tho linoncl 11 yoor covered by 1h1s ' . runort The Fund loan 1mount1 to KO 2.5 million (TD 3.68 mllllon) roprosenllng about 6% of 11111 Bonk's totnl cnp11al 
reQuuemonts ond 7.6% ot 111 re'1ul11m11nt1 ol foreign 11\Chango. Tho lonn was extended to the Bank but guaranteed 
hy the Government of Tunl1l1. at 111 lnte1111t rote of 3.5% per annum, with a sorvlco charg e of a 0.5%. to be ropald 
~vor 17 voors with a orece period of 4.9 yonts. 

31 
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THE SUDAN 

1- The ~ndustrial Development ~ank ; , 

The Industrial Development Bani· of Sudan was established in 1961 for providing the 
necessary finance for industrial projects ,n the private sector of the Sudan. Its authorized capital 
is SE 5.0 million, with a paid-in cap: ~a l of SE 3.0 million completely subscribed by Sudan's 
Central Bank. Its lending operation:. for the period 1975-1978 are expected, however, to exceed 
KO 7 million (S£ 8.44 million) ,.: , which the· foreign exchange is about KO 4.98 million (S£ 5.9 
million). In order to meet t,., .;Se requirements the Bank is seeking loans at concessionary terms 

from both the Kuwait Fund and I DA. 

2- Rah ad Irrigation Project: 

In 1973, the Fund extended a loan of KO 3.3 million t o financt) the Rahad Irrigation Project, 
one of the most important agricultural projects in the.Sudan. 

The project aims at the recl~ mation of 820,000·feddans and the utilization of the Roseires 
Dam for thei r irrigation. Since 1973, the cost estimates have been revised partly as o result of 
the rise i n prices and partly due to certain additions to the works covered by the project. The 
Fund Is currently considering the possibility of participating, join tly with ID\ and the Arab 
Fund for Economic and Social Development, 111 covering tho additional cost. 

SOMALIA 

Mogadlscio Pow er Station : 

The installed capacity CJf the existing power station in Mogadisclo, the capital of Somalia, 
Is no longer sufficient to meet tho requirements of both industry and household consumption. 
Demand for electricity is also expected to Increase quito rapidly with the increase in population 
and the planned expansion of Industria l production. 

The present project aims at Increasing the supply of electric power In 'vtogodiscio by in · 
stalling 4 diesel generators of 5MW capacity oach, and oxpandlng the distribution network. 

A Fund mission vi sited Somalia during November/Decembor,1974 to examine the economic 

and technica l aspects of the project. 
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LEBANON 

Southern Bekaa Irrigation Project: 
l. 

The Fund is considering a request made by the Lebanese Government to participate in 
financing a project aiming at the irrigation of an area of 23,000 hectares situated between the 
Karaoun Reservoir and the Beirut-Damascus highway. 

The total cost of the project is estimated at LL 300 million (KO 38 million) of which the 
World Bank has agreed to contribute KO 14.7 million '?n condition that other sources of finance 
would be forthcoming to cover the balance. 

The Egyptian Government has submitted to the Fund for consideration, a number of pro· 
ects, of which the following three have reached an advanced stage of preparation: 

• Abu -Oir Gas Field Project: 

In 1973. a loan of KO 4.5 million was extended by the Fund to the Arab Public \)ii Cor­
•U•on to exploit a natural gos fi eld discovered in 1969 in Egyptian t1Jrritorial waters neJr 
u.Q,,, 

The project included the drilling of nine wells, the construction of an off-shore 
0

platform, 
ubmarinu piµellno linked to the processing plant, os well as a pipelin e network for tho dis · 

llOn of gas to the consumption centers in Alexi+ drla, Ka fr Al · Dawar and Damanhur. An 
•!tonal component of th i:: project is the conversion of some plants to substitute gas for fuel 
Total costs. and in particular the foreign oxchonge component of tho project, have turned 
to be highor than originally estimated, because of the substantial rise in world prices since 
J an d the need to engag e foreign instend of local contractors in carrying out some ports of 
Pro1nc1. 

The Fund is considering th e possibility of oxtendino an addit ional loan to meet tho rise 
l s 
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2- Abu-Oir Power Station : 

The purpose ~f this project is to construct two thermal units of 300MW capacity to help 

meeting the big projected increase in Egypt's demund for electricity. 

Total costs are estimated at KO 50 million, of which KO 35 million is in foreig n exchange. 

A Fund mission visited Egypt during April, 1975 to examine the project, and to reach a 
preliminary agreement with the Egyptian Governme1'tt on the terms of its financing. 

3- Oil Pipeline Project: 
/ 

This project aims at lowering the costs of transportation of crude oil to the oil refineries 
i n Suez and Cairo, by substituting oi l pipelines for seaborne and land transport. 

. . 
The project will include the construction of a pipeline extending from the oil f ields at Ras- · 

Shukair to Suez and Cairo, with a total capacity of 10 mill ion tons annually. 

A preliminary estimate of total costs is put at KO 15 million of which the foreign exchange 

component is KO 10 million. 

MOROCCO 

1- Kenltro Power Station: 

A Fund mission visited Morocco during June/July 1974, to investigate a project aiming 
at the construction of a thermal-power station with four units of 75MW each, near the town of 

Konitra. 

Apart from the construction of the power station and the prov1s1on of the necessary 
equipment and civil works, the project also includes tho erectio n of a pumping station In the 
Sebou valley as well as the provision of fuel tanks and administrative buildings. 

Total costs n•c osti:nated at KO 37 million of which KO 23 million Is in forolg n exchange. 

2- The National Bank for Economic Oevtilopment (BNDE) : 
Morocco's Natlonol Bank for Economic Oovolopmont wns established In 1959 with a 

capitol of DH 20 million and with tho aim of promoting produc:tive investment, particularly in 

industry. 
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In 1972, its paid-in capital was raised to DH32.4 million, whic'h falls far short of cover-ing its 
ambitiou·s programme for the period·1975-77, amounting to. DH 1.7 billion (KD115 million) . 

'The Fund is presently considering its participation in th~ financing of this programme by extend­
ing a loan to the Bank. 

3- Lead-Smelting Project: 

This project aims ·at the construction of a lead-ore foundry near the city of Meknes, wit.h 
a total capacity of 80,000 tons. annually of purified lead, using as input, Morocco's own lead ore. 
The project will be implemented by the "Bureau de Recherches et Participation Minieres", a 
government agency responsible for the development of all Morocco's mineral resources other 
than phosphate. 

The total cost of the project is estimated at KO 12 ·nillion. 

MAURITANIA 

1 · N ouakchott-l(if~ a Highway: 

High priority Is assigned by the Government of Mauritania to the construction of a hignway 
linking the capital, Nouakchott, on the Atlantic Ocean, with Noma, In the extreme south-east 
of the country, and passing through Boutilimit, Aleg, Kiffa and Aioun. One of the most important 
IJrgets of this project is to connect the inhabitants of the eastern regions, who constitute more 
than one third of the total population, with the rest of the country, both economically and socially. 

The Fund is considering the possibility of participating In financing the section of the road 
•11 ending from Nouakchott to Kiffa, and. for this purpose a Fund mission visited Mauritania 
Curing July 1974. 

2. Road Rehabilitation and M aintenance : 

. Highway network In Mauritania Is approximately 7000km long, of which no more than 
~ '!l)~m Dre asphalt-paved, the remainder consisting of earth tracks. Apart from the high cost 
ct '•3 nsportution entailed, some roads become virtually unusable during the rainy season. The 
F ... ,1:n 1 Project consists of providing technical assistance to the Authority of Roads and Trans­
~J l io n . the procurement of the necessary equipment for the rehabilita tion, improvement nnd 
' 

1 ·~na n ce of the existing road network, as well as the preparation of a detailed study for the er,.. . 
uc tion of a new road, 200km long, between Rosso and Boghe. 

t-r~!911 ...... Dlm ..................................................... .... 
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The Fund is currently examining the possibility of financing this project jointly w ith I DA 
and the Canadian lnternation3I Development Agency( 1 }. 

3- Nouadhibou Port Extension Project: 

Situated on the Atlantic Coast in the north-east of the country. Nouadhibou is Mauritania's 
principal port, but its facilities are insufficiently developed to encourage a large number of ship 
calls. 

The present project consists of the expansion of the port, including the extension of wharf 
and berth facilities for fishing boats as well as commercial vessels. 

NORTHERN YEMEN 

1- Industrial Development Bank: 

In Ja-nuary 1975, a Fund mission visited Northern Yemen in order to stud'y the possibility 
of establishing an industria! development bank to promote small and me~ium industrial project~ . 

in both the private and public sectors, by providing them with loans at concessionary terms. 

The extension of technical assistance for the study of this project is being considered by 
the Fund. 

2- Ports Development : 

Tho Port of Hodeidha, the principal port of Yemen, is constrained by a number of difficulties 
related to the 11arrowness of its entrance and the shallowness of its wate<s. · 

The UN DP and the German Federal Republic have both expressed their willingness to 
participate in financing a study investigating the present conditions of Yerneni ports, and draw­
ing a comprehensive plan for meeting the future requi rements of the country. They have agreed 
to cover the foreign exchange comvment, and the Fund is currently considering the possibility 
of providing the necessary finance to cover the local costs. 

(1) A Fund loon of KD 1.15 million (195 million Ouqulya) ropoy11ble over 20 years, with 5.25 yu:irs grace period, was 
slonod on April 9, 1975, for tho finnncino of this project. Tho lonn carries no intorost, oxcupt for an ;idminlstratlve 
charoo of 0.5% per annum. 
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3- Tihama Agricultural Development Project : 

" 

Last year, the Fund, jointly with IDA, participated in the financing of a project aiming at 
the modernisati~n of the irrigation system in an ii'rea of 17,000 hectares in Wadi Zabid. The Fund 
loan amounted to KO 1.9 million at an interest rate of 0.5% annually. 

It was later discovered, however, that actual costs will consideraoly exceed the original 
' estimates. The Fund is therefore considering an additional loan to cover part of the increase 

in costs. 

4- Hodeidah-Taiz Highway: 

The main road network in Northern Yemen consists of t.hree major roads: Sana'a/Hodeldah, 
Hodeidah/Taiz and Taiz/Sana'a. All three roads are asphalted, except for a short stretch of 
dirt-track of 64km on the Hodeidah/Taiz road. 

A pre-investment study has shown the viability of completing the asphalt-paved road 
. onnecting these two cities at an estimated total cost of KO 3.6 million. 

YEMEN 

-Mekala - Seayon Highway: 

The Fund is presently considering the extensfon·of a loan to PDRY to finance the construc­
n of 358km road linking Al-Mekala, on the southern coast, with Seayon, in the Hadhramout 
ley. north of the country. Tho loan will also cover the expenses of expatriate consultants 
the training of nationaln abroad as well as the procurement of the necessary spare parts 
accessories for · road maintenance.: Total costs of the project are estimated at KO 9.35 

. ion of which KO 6.15 million is in foreign exchange. The project is expected to be financed 
' tty by the Fund and IDA. 
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BANGLADESH .. 

1- The Mano River Project: 

The aim of this project is to develop an agricultural area of 56,000 feddans located in the 
province of Sylhet, north east of the country, by increasin 'J the culfr1ated area and raising t~ e 
productivity of the land already cultivated. 

The project will include the construction of a 37 miles long embankme.1t as a protection 
against the flood, the erection of o pumping station to drain off excess water, as Nell as the digging 

of drainage and irrigation canals. · 

Total coasts are estimated at KO 7 .6 million, of which KO 1.7 million is in foreign exchange. 

In February 1975, a Fund mission visited Bangladesh to s<Jdy and evaluate the project. 

2- Elect.rlfi~ation of Irrigation Works : 

Th.e government of Bangladesh has requested the Fund to consider the possibility of 
financing a project aiming at the replacement. of diesel engines by electric motors in running the 
Irrigation pumps used on an area of 160,000 feddans. The project also aims at supplying rural 

arear. with electricity, beth for lighting and for industrial uses. 

Total costs are estimated et KO 14.5 million , about KO 6.6 million of which is in foreign 

exchange. 

SRI LANKA 

The Fund is currently.considering the possibility of financing, jointly with the Asian Deve­
lopment Bank, the Governments of Western Germany, India and Iran, the construction of a 
urea plant, about 11 km from the capital, Colombo. The project also includes the construction 
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of residential and administrative buildings as well as the provision of technical, administrative 
and training services. · · 

The project is expected to reach its full capacity in 1981 , to meet all Sri Lanka's requirements 
of fertilizers and real ize a surplus for export. 

Total costs of the project are ·estimated "at KO 42.3 million of which KO 29.6 million is in 
foreign exchange. · 

MALAYSIA 

Pa long land Settlement Project : 

The aim of this project is to clear a forest area of 73,000 feddans, convert it into rubber plan­
tations and resettle about 5,500 families of poor landholders. In order to cover the foreign ex­
change element of the project, the Government of Malaysia is seeking a loan which would be 
relent by the Government to the Federal land Development Authority. Total costs ore estimated 
at KO 39.4 million of which KO 11.3 million is in foreign exchange. 

A Fund mission visited Malaysia in March 1975 to study and evaluate the project. 
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UGANDA 

1- Livestock Development: 

In its current five-year plan, the government of Uganda is assigning high priority to the 
diversification of agricultural output and particularly to the expansion of livestock production. 

The present project represents the second phase of a programme prepared by the govern­
ment in order to achieve this target. 

The project consists of the establishment of 140 farms for the breeding and fattening of 
cattle, the average size of the farm being approximately 3000 feddans . The project will also 
include the provision of water supply, cattle sheds ond veterinary services. The total costs of 
the project are estimated at KO 10.4 million. 

2- Development of the Sugar Industry : 

The Fund Is considering the possibility of extending t echnical assistance to the govern­
ment of Uganda to provide consultancy services for the rehabilitation and development of the 
sugar industry . Uganda's sugar industry has been recently fncing n number of difficulties re­
flected in the decline of sugar output from 144,000 ton s annually in 1970 to about 50,000 tons 
In 1974. As the consumption of ::iugar has been increasing rapidly, Uganda has turned from a 
sugar exporting country into a net importer of sugar. 

3- Power Development: 

Although Uganda is currently realizing a surplus of elect ric power generation amounting 
to 35 MW onnua ly, in nddition to 31 MW transmitted to Kenya, it Is expected that the future 
growth of demanc for electricity will render its existing instAllod capaci ty incapable or meeting 

tho country's req11irements. 

Tho governme:n t of Uganda has therefore requested th e Fund to participate in financing 
n foosibility study o the construction of on oloctric-powor station to be situotod at tho mooting 
point of tho White l~ilo and tho Jubo River. 
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BURUNDI 

1. Bujumbura-Cibitoke Highway: 

The project involves the construc~i.011 of an 80km long highway linking Bujumbura, the 
capital of Burundi, with the city of Cibitoke, situated near the Rwanda- Burundi borders. The 
highway will pgss through an area of great agricultural potential, particularly for the production 
of such crops as soya beans, tea and coffee. · 

The total costs of the project are estimated at about KO 4.5 million. 

2. Silo and Flour Mill Proje1:t: 

This project aims at reducing Burundi's dependence on t he imports of flour as well as 
provid ing a new source of income for the poor inhabitants of thr1 highlands. It consists of cons­
tructing one silo and a number of flour mills v ·it h a total capacity of 8000-9000 tons of wheat 
and about 2000 tons of maize. The total cost is e.:timated at KO 500,000. 

TANZANIA 

Mwanza Textile Factory : 

In 1973, cotton manufacturing in Tanzania accounted for no more than 15% of the total 
cotton crop. The ai m of the current industrialisation policy is to raise th is percentage to reach 
about 22% by the end of this decade. The present project ai-ns at raising the production capacity 
of the existing textile factory, situated in tho city of Mwanzo, from 25 million meters of textile 
annually to about 45 million, using large and medium·staple cotton varieties currently produced 
in the Mwanza area. 

The total costs of •ne project is estimated at KD 13.3 million, of which KO 9.0 million is 
in foreign exchange. 

JAW:J • • • 
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RWANDA 

1- Tea Growing and Processing Project: 

. 
The government of Rwanda is aiming at increasing t he production of tea, which is one of 

of Rwanda's principal agricult.ural crops, to reach 14,000 tons in 1982, compared with about 
3,520 tons in 1974. The project includes the extension of tea production into an area of 500 
hectares in theKarago-Giciye region, as w ell as the construction of' a plant for drying tea leaves 
with a capacity of 1200 tons annually. 

Total costs of the project are estimated at RF 720 million (KO 2.3 million) of which appro ­
ximately RF 312 million (KO 1.0 million) is ln foreign exchange. 

MALAGASY 

Fenerive-Soanierana/ lvongo Highway: 

The government of Malagasy has requested the Fund to participate in financing the cons­
truction of a 65km highway linking the two cities of Fenerive and Soanierana-lvongo. This 
constitutes a part of a bigger project aiming at connecting Tananarive, the capital, with the city 
of Tamatave, in the north-eastern part of the island. Om! important aim of the project is to reduce 
the cost of transportation and marketing of s number of agricultural crops produced in the 
province such as coffee, cloves, ri ce and wood. · 

M A LI 

The Fund is presently considering a request mode by the government of Mali to participate 
In financing the technica l assistance required for two studies concerning the two follo wing 
projects: 
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~ 1- Expansion of Irrigated Area: 

·1 •• ·I 

This project aims at expanding the irrigated area in the three valleys of Terekole, Colombine 
and Senegal, allowing an increase in the production of a number of crops, the most important 
of which are rice and maize. 

2. The Construction of a Cement ·Pt ant : 

Mali possesses only one cement factory, t.he annual production of which amounting to 
49,000 tons in 19'74, falls far short of Mali's requ irements. 

The purpose of the envisag~d study is to select the most appropriate method of production, 
pro~uctive capacity as well as the site of the project. 

MALl-MAURIT ANIA-SENEGAL 

Senegal River Basin Programme: 

The three countries of Mali, Mauritania and Senegal are to carry out an ambitious programme 
for the exploitation of the Senegal River Basin to be implemented over a span of 40 years at the 
estimated cost of$ 3.4 billion. The project is divided into a number of stages, the first pf which 
is expected.to be completed by 1982 and to cost about $ 200 million. 

This stage comprises the construction of the Manantal.i dam as well as a port near the city 
of Kayes, in Mali, the Dia ma barr&ge in the Senegal, as well as nine other ports along the Senegal 
river, two of which will be situated in Mauritania. Great importance is being attached by the 
three governments to these projects which are expected to allow a higher degree of exploitation 
of their agricultural and mineral resources as well as the generation of hydro-electric power for 
industrialization. The programme will also facilitate navigation along the river for the benefit 
of the riparian states, p11rticularly of Mali which has no outlet to the sea. 

In July, 19J4. tt1ij Fund was represented at a conference held in Nouakchott and attended 
by 13 states and 12 international financial institutions to discuss ways of financing the pro-
gramme . 

i, 
( On November 7, 1974, the Fund's Beard approved the allocation of KO 10 million for this 
~~ programme, but individual projects will have to be submitted to the Fund, for apprnisal. 
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Loan Accounts : 

Withdrawals from loan accounts during the year amounted to KO ·7 .9. million, thus bringing 
total cumulative disbursements to KO 91.3 million against KO 83.4 at the end of 1973/74. 
As total commitments increased at a greater rate than total disbursements, the ratio between 
total disbursements and total lending decreased from 62% at the end of the previous year, ' to 
57% at the end of the current financial year 1974/ 1975. · 

Total cu mulative repayments rose from KCJ :>4 million at the end of the previous year to 
KO 29.3 million at the end of 1974/75. The ratio flf total repayments to total disbursements 
reached 32% compared with 29% at the previous year and 25% in 1972/73. 

Income end Expenditure: 

Total gross income during the year amounted to l<O 16.6 million, to which the Fund's 
investments portfolio contributed KO 14.4 million (compared with KO 5.7 million in 19i ~/74) 
and its loan portfolio KO 2.2 million (compared with KO 2.1 million in the previous year) . 

Tota l expenditure during the year reached KO 608.000,amounting to 3.7% of total income. 
Net Ir.come amounted therefore to KO 16.0 million compbred w ith KO 7.1 million during 1973(,1 4. 

Balenc& Sheet: 

Tho fund's paid-in capitol increased from KO 113.46 million vt tho ond of the previous' 
year to KO 328.05 million ot the end of 1974/75, ropresenting a little loss than a three . fold 
Increase. 

Accumulated reserves rose from KO 40.0 million In 1973/7 4 to Kl) 56.1 million In 1974/75, 
and tota l resources from KO 1 ~3. 5 to KO 384.1 million respectively. On the assets side, deposits 
increased from KO 8.5 milliorr to KO 174.4 million, Investments from KO 66.9 to KO 110.4 million 
and tho contributions of 1he Kuwait Government, through the Fund, to Arab development 
institutions, from KO 10.8 million to KO 25.8 million. The percontng e distrihution of assets on 
Morch 31, 1975 stood et 47% for cash and deposits, 29% for investmen ts, 10% fo · the l)alanco 
of loan accounts, 7% for tho contribu tions to Arab development institution~ and 2% accrued 
interest and sundry debts. 
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FINANCIAL RATIOS 

Not Income/ Total Assets( 1) 

Net Income/ Paid-in Capital(1 ) 

Total Expenditure/Gross Income 
Administrative Expenses/ Gross Income 

(1) boginnlng of flscnl year. 

Financial Year 

1973/74 1974/75 
% % 

6.6 10.4 
8.7 14.1 
6.8 3.7 
4.4 3.4 
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Country 

Jordan 

Tunisia 

Syrfa 

Egypt 

Morocco 

Northern 
Yemen 

Southern 
Yemen 

Table .(A) 
NEW LOANS 

1974/1976 

Date of Amount 
Project Agreement (Mill ion KO) 

Industrial Development 
Bank 17/ 7/74 1 

Moder:-: isation of Phosphate 
Mines 14/10/74 2 

Mehreda Thermal Power 
Station 25/11 /74 9.9 

Talkha Fertilizer Plan t II 27 I 6174 7 

Phosphoric .Acid and 
Mono -ammonium Phosphate 
Project 25/11/74 2.4 

Saleef Mines-I I I 29/ 5/74 1.1 

Abyan Delta Project 12/ 5/74 4.2 

Interest Period Grace 
% (Years) (Years) 

4 17 . 5 

4 . 15 2.9 

4 19 3.25 

4 20 4.7 

4 14 3.7 

2 27 2.1 

0.5 49 9.4 
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: Table (8) 
Ii 
I 

11 TECHNICAL ASSISTANCE GRANTS 0 

II 

I 1974/ 1975 !) 

ti . 
I 

I. Recipient Purpose Amount (KO) 

n 

I Afg~anist 

Somalia 

fl Mauritan 

an Sugar Industry Development, and 400,000 
Exploitation of Farah-Rud River 

livestock Development and Expansion of Irrigated Area 200,000 

ia Exploitation of Mineral Reso4r'ces 175,000 

ij Northern 

ll Southern 
I 

I 
Arab Plan 

1 

' Institute 

Yemen Expavsion of Cement Production 70,000 

Yemen Modernisation of the Port of Aden and El -Rayan Airport, 300,000 
and the Development of Livestock Production 

ning 
Training Programme 31,000 

I 
. 

• As 11u1horl• ed by the Board. . . 
' 

' 
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Table([) 

Sectoral and Geograpfllcal Distribution of Loans 

.. 
(Million KO ~ . 

Transport i 
Country Agriculture & Storage Electricity I ndustrY. Total %(1) 

I 

Jordan 6.48 - 3.26 4.48 14.22 8.83 
Bahrain - 0.50 7.35 1.49 9.34 5.80 
Tunisia 5.20 3.75 8.35 2.00 19.30 11 .98 
Algeria - 10.00 - 10.00 6.21 
Sudan 9.11 7.00 - 6.17 22.28 13.83 
Syria - 7.00 9.90 2.00 18.90 11 .73 
Iraq - - 2.62 3.76 6.38 3.96 
Lebanon - 0.80 1.66 - 2.46 1.52 
Egypt - 27.80 - 7.00 34.80 21.61 
Morocco · 10.05 - - 3.25 13.30 8.26 
Southern Yemen 4.53 - - - 4.53 2.81 
Northern Yemen 2.22 0.28 - 3.00 5.50 3.41 
Total 37.59 57.13 33.14 33.15 161 .01 100 
%(1} 23.34 35.48 20.58 20.58 100 

(1) Moy not odd up to 100 because of roundinu . 
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KUWAIT fUBD FOR ARAB fCOHOMIC DEVf lOPMEftT EXHIBIT A 

BALANCE SHEET 

March 31, 

1975 1974 

ASSETS KO KO 

Cash 
I 5, 181 ,379 5,067,949 

Bank deposits 174,452,882 8,546,246 
Securities 110,396,074 66,897,320 
Loans 62,009,032 59,473,585 
Participations in Arab Development 

I 
Institutions I 25,846,925 10,800,000 
Accrued interest and other debit balances 6,871,065 2,832,462 

TOTAL ASSETS 384,757,358 153,617,5'32 

LIABILITIES AND CAPITAL 

LIABILITIES: 
Safe custody deposit and other credit 

• balances 653,095 159,979 

CAPITAL: 
Authorized capital 1,000,000,000 200,000,000 
Paid -in capital 328,046,300 113,457,583 
General reserve - Exhibit B 66,057,963 40,000,000 

Total capital and general reserve 384, 104,263 153,457,583 

TOTAL LIABILITIES AN D CAPITAL r 384,757,358 153,617,562 
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. . .· IDlllJ fDID fll 1111 ECUllllC Dflf LDPlfll 
. . 

GENE .. Al ... ESllWE ACCOUNT 

; 

; 

For the Ye11r Endetl M•ch 31, 

1975 197.4 

KO KO 
. 

Gen8fal reHtVe at the beginning of 

the year 40,000,000 31 ,508,818 

General reserve adjustment ( 24,329) ( 35,353) 

Adjusted general reserve 39,975,671 31,471,465 

~xcess of income over expenditure-
i..xhibit C 16,008,108 1,121,11 ·1 

Currency differences 401,350 1,939,464 

.. 

Total 56,392,129 40,538,046 

Sscurities price differences ( 77,942) ( 243,064} 
I 

Technical aaistance grants ( 256,224) ( 237,399) .. _ 
General reserve 66,057,963 40,057,583 

Transferred to capital - ( 57,583'1 

General reserve at the end of the 

year- Exhibit A 51,057,MJ I 40,000,000 
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lllllT flll .fll lili fClllllC lflf LIPIEIT 
EXHIBIT C 

INCOME AND EXPENDITURE ACCOUNT 

For the Year Ended March 31 , 

1975 1~74 

KO KO 

INCOME: 
Income from investments 14,438,131 5,705,379 
Income from loans 2,178,278 2,087,878 

Total income 16,616,409 7,793,255 

EXPENDITURE: 
Salaries and wages 393,592 275,692 

Travelling, accommodation and 
entertainment expenses 89,927 51 ,329 

Renl 27,327 34,211 
Sundry expenses 55,780 46,454 
Delegations expenses 2,090 

Depreciation of fixed assets 14,685 21 ,460 

Cost of Fund's building and equip~~nt 
for the year 1974/1975 25,000 236,992 

Total expenditure 608,301 666,138 

l Excess of Income over Expenditure-

Exhibit B 16,008,108 7,127,117 
,,__ 
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The Ch1lrm1n 1nd Members of the Bo11d of Dlrectora, 
Kuw1it Fund for Ar1b Economic Development 
Kuwait . 

In our opinion, the 1ccomp1nylng Balance Sheet and the related Statem11nt1 of Income 
i nd E>cpendlture and General Reserve present fairly the flnanclal pn, 11ion of KUWAIT FUND FOR 
ARAS ECONOMIC DEVELOPMENT (A Kuw11ltl Independent Pub11c ln1tltutlon) 1t Morch 31, 
1976, end the re1ult1 of Its operation• for the yeer then anded, in conformity with generally 
1ccepted accounting prlnclplas applied on a basis consi1t1nt with that of the preceding year. 
Our uamlnatlon of these statement• was m11de In occordance w ith generally accepted auditing 
1t1nderda, and accordingly Included : uch teats of the accounting records and 1uch other audit· 
Ing procedures 11 we considered nec1111ry In the clrcum1tances. 

Kuwait. April 211, 1976. 
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LAW No.25 (1974) FOR THE REORGANIZATION OF THE 

KUWAIT FUND FOR ARAB ECONOMIC 

DEVELOPMENT 

We, Jaber Al-Ahmed Al-Jaber Al-Sabah, Deputy Amir and 
Crown Prince of the State of Kuwait, 

Having considered Article 61 and Article 65 of the Constitu­
tion: 

And law No.35 · (1961) for the Establishment of the Kuwait 
Fund for Arab Economic Development, a·s amended by law No.9 
(1963) and law No.64 (1966): 

Hereby assent to and enact the l-1w passed by the National 
Assembly and set fort~ herein br1lvw:-

Article 1 
The Kuwait Fund for Arab Economic Development. herein­

after called the Fu nd, shall be a public corporation with an i ndc! -
pendent legal personality under the supervision of the Prime Mrni · 
ster who shall be the Chairman of its Board of Directors. 

Articlr 2 -
Th e urpose of the Fund is to assist Arab States and Develop-

ing · States in developing their ·economies and, in particular, to 
P.rovide such States with loans for the implementation of their 
development programmes, in accordance with the provisions of 
a Charter to be made by Order of the Prime Minister. 

Article 3 
(a) The capital of the Fund shall be one thousand million Kuwaiti 

Dinars. 
(b) An amount of four hundred million Kuwaiti Dinars of the said 

capital shall be paid out of Government reserves by trnnsfcrs 
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(c) 

made from time to time according to the needs of the Fund. 

The remaining part of the Fund's capital amounting to six 
hundred million Kuwaiti Dinars shall b·e paid out ~f ~he public 
revenues of the State by the appropriation of a percentage 

of the said revenues annually. 

The Law enacting the State Budget shall determine in each 
year the percentage of public revenues to be appropriated for 
payment of the aforesaid part of the capita l. 

Article 4 

The Fund may borrow an'd issue bonds subje,. to the limit of 
twice the amou nt of its capital and reserves ir ~..,cordance with 
such terms and conditions as may be determined by the Prime 
Minister upon the recommendation of the Board of Director·s. 

Article 5 

The Fund shall be administered by a Board o f Directors in 
ciccordilnce with the Charter. 

A rt icle 6 

The Prime M inister shall lay down tho Charter of the Fund. 
which shall in particular provide for the composition of the Board 
of Directors and its functions. regu late the technical and adminis ­
trative work of the Fund and tho manner of preparing its budget; 
and prescribe such other procedures as may be necessary for the 
fJroper conduct of the affairs of the Fund. 

Articlo 7 

- Th e P 11111n M1111:i11:1 111ay dclcuntc ;:ill o r part of his powers under 
this low to the Minister or Finance ond 011. <> 

• Whnrovn1 1dnrnnr.u 1s rnncJo to "Tho Milwaor ol Fi1111ncu ond Oil" 111 tho FuncJ's 
Luw or Chnrtui,11 shoulcJ 1u.irl now .. ,ho M1n1s tr r of F1nn11co .. 

4 

Articl e 8 

law No.35 (1961) for the ~stali 'ishment or the Kuwait Fund 
for Arab Economic Development is. hereb.y repealed. However, all 
Orders made for its implementation not in conflict with the pro­
visions of this law· shall remain in force until superseded by new 
orders. 

Articl e 9 

The Prime Minister and the Minister of Finance and Oil sholl 
implement this l aw which shall take effect from the date of its 
publication in the Official Gazette. 

Deputy Amir of the State of Kuwait 
Jaber Al-Ahmed Al-Jaber Al -Sabah 

Given at Al-Sil Palf!ce on 27 Jumada Al-Thani 1394 A.H. 
corresponding to 17 July, 197 4 A. D. 
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ORDER OF THE PRIME MINISTER FOR THE 
IMPLEMENTATION OF LAW ·No.25 (1974) f'.OR THE 

REORGANIZATION OF THE KUWAIT FUND FOR 
ARAB ECONOMIC DEVELOPMENT 

The Prime Minister, 

Having considered Law No.25 (1975) ior the Reorganization of 
the Kuwait Fund for Arab Economic _Development., 
Hereby makes the following Order:-

Article 1 
The Kuwait Fund for Arab Economic Development shall operate 

in accordance with the pro~isions of the Charter attache'd hereto. 

Arti :le 2 
The Order of the Minister of Finance and Oil laying down the 

Charter for the Kuwait Fund for Arab Economic Development and 
published in the Official Gazette No.423 dated April 14, 1963 is 
hereby repealed. 

Artic le 3 
The Board of .Directors of the Kuwait Fund for Arab Economic 

Development shall implement this Order which shall take effect 
from the date of its publication in the Official Gazette. 

Pl'ime Minister 

Given on 2nd Dhul Hijjah, 1394 A.H. 
corresponding to 22nd December. 1974 A.O. 
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Article 1 

CHARTER OF THE KUWAIT FUND fO R 
ARAB ECONOMIC DEVELOPMENT 

CHAPTER ONE 

GENERAL PROVISIONS 

The Kuwait Fund for Arab Economic Development. herein­
after called the Fund, is a Kuwaiti Public Corporation with an in ­
dependent legal personality as well as financial and administrative 
autonomy under the supervision of the Prime Minister who shall 
be the Chairman of its Board of Directors. 

Article 2 

The purpose of the Fund is to assist Arab and other developing 
States in developing the ir economies and. in particular, to provide 
such States w ith loans for the implementation of their development 
programmes. in accordance with the provisions of th is Charter. 

Article 3 

The capital of the Fund is one thousand million Kuwai ti Din<irs. 

Article 4 
The principal office of the Fund shall be loc;i tcd in tho City of 

Kuwait. 
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. CHAPTER TWO 

THE ADMINISTRATION OF THE FUND 

· Article 5 

The Fund shall be administered by a Board of DirPctors com­
posed of the Prime Minister, as Chairman, and eight vther Kuwaiti 
members of recognized competence appointed by the Prime 
Minister for a term of two years subject to renewal. 

In the even t that the office of a member shall ,ecome vacant, a 
new member shall be appointed to hold olfice fr; the remainder of 
the term of his predecessor. 

The Director-General of the Fund shall attend the meetings 
of the Board of Directors and participate in its deliberations but 
shall not be entitled to vote. 

The Chairman may designate a member of the Board of Direc­

tors to preside over a meeting of the Bo tird of Directors in his 
absence. 

Articlo 6 

The Chairman of the Board of Directors shall have the au­
thority to sign agreements whereby the Fund lends or borrows 
money, as well as any bonds issued by the Fund. The Chairman 
may delegate such authority to the Director-General. 

Articlo 7 

The Board of Directors shall be the highest authority of the 
Fund. It shall have the power to determine the general policy of 
the Fund for the achievement of its objectives and shall. in parti­
cular. havo tho powur 10: -

(a) consider tho recommendations submitted by tho Diroctor­
Gericral concerning proposed loans and other forms of nssis­
tc:1nce to Arab and other dcvoloping States and mak13 the 
appropriate decisions; 
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(b) determine, subject to the provisions of this Charter. the form 

(c) 

(d) 

(e) 

( f) 

(g) 

and terms for the participation of the Fund in the development 
projects and programmes of Arab and other developing Stntc's; 

approve the amounts of loans and othei types of assisrnncc; 

determine the general policy of investments by the Fund and 
the for ms of such invest~ents. The Bo.ard of Directors may 
delegate its powers in· this respect to the Director -Genera! ; 

authorize the borrowings of t he Fund and determine the 
amounts and terms of such borrowings; 

lay down administrative and financial ngulati ris for the Fund 
and supervise their implementation; 

approve the proposed administrative b .Jc· dnd the closing 
account of the Fund; 

(h) appoint the Fund auditors and determin .' their rl!munr.rn11on. 

Art icle 8 
The Board of Directors shall hold at least four meeting:; ;innu.1lly 

Meetings shall be held at the invitation of the Chairman or th1~ 
Director-General. A quorum for any meeting of the Bonrd of 
Directors shall be a majority of the members. Unless otherwise 
provided in this Charter. resolution5 of the Board of Director:; shall 
be adopted by a simple majority of the votes of members prcscn1 
In tho event of an equal division of votes, the vote of the Chairm.111 
shall be deemed o casting vote. 

Articl e 9 
The Board of Directors may from time to limo i'lppoint sub ­

committees from among its members to study such nw11cr!' as mny 
bo referred to them and submit their recommendotions to tho Ooard. 
Each sub-committee shall olect a Chuirmon from <HTIOll!J i1s 

mom born. 
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Article 10 

The resolutions of the Board of Directors approving loans and 
,,r nts, as well as the administrative budget and the closing account 
.hall be subject to confirmation by the Chairman. 

Artic le 11 

The Chairman of the Board· of Directors shall appoint the 
Director-General of the Fund and one or more Deputies upon the 
recommendation of the Board of Directors. The appointment of 
other staff of the Fund shall be made in accordance with the staff 
regulations to be laid down by the Board of Directors. 

Arti c le 12 

The Director-General shall have the direct re$ponsibility for all. 
administrative. financial and technical matters in the Fund. He 
shall represent the Fu nd before the Courts of Law and in relation 
to third parties. His functions shall, in particular, include tho 
fallowing :-

(a) implementation of the resolutions of the Board of Directors; 
(b) preparation and submission to the Board of Directors of the 

proposed administrative budget and the closing account: 
(c) authoriza tio n of expenditures within the limits of the adminis ­

trative budget; 
(<.l) submission pf an annual report to the Board of Directors on the 

progress of work in the Fund; such report shall include financial 
srntomcnt .. .. '1 rtiried by auditors and a detailed account of the 
i1c tivitios of th e Fund during the preceding financial year; 

(c) roco1pt o f nppliciJtions for loans and f inancial and technical 
:iss A nnc:o: appruisinu such :1pplications and submitting appro­
priate rocommondations thereon to the Boord of Directors; 

( f) implemontation of loan and other agreements for the provir.ion 
of assistance; and 

(a) undertaking such other tasks as moy ba en trusted to him by tho 
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Board of Directors in conformity with lhe provisions of this 
Charter. 

The Director-General shall be assisted by one or more Deputies 
in carrying out his duties. The senior Deputy present shall act for 
the Director-General in his absence. 

Article 13 

CHAPTER THREE 

OPERA T/ONS OF ·rHE FUND 

The Fund may assist Arab and othl:?r developing States in im­
plementing development projects and programmes by m<1kino 
loans to such states or to corporate entities which arc under the 
control of such states or which are subjects of, or consti1Ut1! joint 
ventures among such states, provided that the object ives of such 
corpora te entities are not purely limited to the making or profit. Tho 
Fu nd muy also provide assistance by issuing ouarantecs ror the 
obl igations of such states or corporate entities, or through any 
other means which the Board of Directors may consider appro ­
priute. 

Artic le 14 

The Fund may not finance by mean·s of a loan more than 50% or 
the total costs of any project or programme. Notwithst:ind1119 
this provision. the Board of Directors may, by a mnjority of two · 
thirds of the members present, approve Ir. ans in amounts 1!xcccd ino 
the a'orosaid limit in exceptional cases when the rrn r.o!>snry financ: · 
ing for a vital project or programme cannot othorwiso bo obtainud 
on reasonable term~. 

Art icle 15 

The loans made by tho rind shnll be for tho purpose of fin11nc-
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inn. exclusively. all or part of the foreign exchange costs of. pro­
jects or programmes . . However. in exceptional cases where suf­
ficient justifica tion exists, the Fund may, pursuant to a decision of 
th e Board of Directors by a majority of two-.th.irds of the members 
present. participate in financing the local component of the cost 
of such projects or programmes. 

Article 16 

The Kuwaiti Dinar shall be the unit of account in all operations 
of the Fund. All loans and other forms of financial assistance made 
by the Fund shall be paid and repaid. as the case may be, in Kuwaiti 
Dinars on the basis of the gold parity of the Dinar as specified in 
the Special Agreement with the International Monetary Fund at 
the time of signing the agreement for the loan or other type of . 
lioCJncial assistance. 

Article 17 

Each loan agreement shall provide for the payment to the Fund. 
1n addition to the in terest charged. if any. of a service charge of 
one- half of one percent (0.5%) annually on the amounts with­
dr ~1wn from the loan .and outstanding, to cover administrat ive 
expenses and other costs incurred in the execution of the loan 
agreement. 

Article 18 

All loan agreements between tho Fund and the borrowers shall 
include the followino :--

(a) l1noncinl r. l.111sos r.pr!cifyinu tho durntion allowed and con­
d1t1ons lor withdrnwul of proceeds of the loan, and the dates 
and conditions for tho repayment of the principal thereof and 
payment of interest. if any, and other charges on the loan; 

( b) an undcrtnki11 0 by the borrower to furnish sufficient inform­
tion to the Fund on the progress of work on thu project fin-

12 

anced, starting from the date of signnture of the loon ;ioreement 
until the loan is fully repaid . 

(c) an undertaking by the borrower to nff ord all the necessary 
facilities to representatives of 'the Fund to enable them to 
follow up the ·progress of the project financed : 

(d ) provisions setting out arrangements for ensuring that the 
amounts withdrawn from the loan shall be used exclusively 

for financing expenditures on the project financed and only 
as such expenditures are actually incurred; 

(e) an undertaking that no other external debt shnll have priority 
over the loan of the Fund or the interest or other charges there­
on by way of a lien on the assets of the borrower, excep t within 
such limits as the Fu'nd may accept. 

( f) an undertaking to exempt all transactions. assets and income 
of the Fund in the recipient state from all taxes. dues nncl nthm 
impositions; 

(g) an undertaking from the mor<Jtary or any otlwr co111petent 
authority in the recipient state to facilitate all tl11: li11;111r.ial 
operations of the Fund and. in particular, to lift all fom1!111 
exchange restrictions on direct and indirect transfers iHts1t1!J 
out of the loan agreement; 

(h) an undertaking to consider all Fund documents. re cords. 
correspondence and similar material, as confidentia l. an<I. to 

accord the Fund full immunity from censorship anci inspcct1011 
of printed matters: and 

( i) an undertaking to exempt all the assets nncl i11co11u: of the 
Fund from national ization. confiscation and !t1:11.uro. 

Where the lonn is made to an rintity otllur than tlu~ rncip11!nt 
state, the undertakings sot out in paragraphs (f). (g) , (11) and (1) 
of this Article shall be incorporated in a Guarnntoc Aornr.m r. nt to 
be concluded between the: Fund and the Govornmunt ol the S1;11c 
guarantoeino tho loan. 

- p . 
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Artlclo 19 

The Fund may requ ire, dependihg on the nature of each frans­
~ction, additional guarantees other than those provided for in the 
preceding Article. and may accept g1:1arantees. made by third parties 
including those of national, regional and international financial 
institutions. 

Article 20 

In considering loan applications th P. Fund shall be guided by 
the recognized principles of development finance including, in 
particular. the following: 

(a) The degree of importance of the project or programme for 
which the loan is request..td and its priority rating in relation 
to other projects or programmes; 

(b) The completeness and a<;curacy of the cost estir 1ates for the· 
project or programme; 

.(c) The adequacy of the ec~:>nomic and technical evaluation of 
the project; 

(d) Ascertainment of the availability of the funds necessary, in 
addition to the financing. to be provided by the Fund, for the 
execution and completion of the project or programme; 

(c) The solvency of the applicant and the guarantor, if any. 

Article 21 

All loan agreements between the Fund and the borrowers shall 
be made in the Arabic language. 

Articlo 22 

The Fund shall not rnak n grunts to any beneficiaries except 
agninst its Jccumulatod not profits. 

Article 23 

The Fund may borrow money, issue bonds and give guarantees 
within the limit .of twice tho amount of its capital and reserves, in 
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accordance with such terms and conditions ns may bP. determined 
by the Prime Minister u.pon the recommendation of th e Board of 
Directors. 

·Article 24 

CHAPTER FOUR 

FINANCIAL PROVISIONS 

The financial year of the Fund shall begin on the first day of 
April and end on the last day of March of the following year. 

Article 25 

The Fund shall have an administrative budget comprising its 
income nnd current expenditures and shall prepare a closing ••c · 
count in respect of such income and expenditures. Tho Dircctor ­
General shall submit the draft administrative budget to the Board 
of Directors not later than two months before the c~ncl or each 
financial year. 

Article 26 

The Fund shall prepare a Balance Sheet. an Income and Expen­
diture Statement and a Reserve Account. The said financial state ­
ments shall be certified by auditors and submitted to the Board of 
Directors. together with the Closing Account and th e Annut1I 
Report on the activities of the Fund, not later than Jun e 30 nl 
each year. 

Article 27 

Tho Fund shall keep proper books of accounts 10 ::how o tru e 
and fair view of the state of affairs of the Fund and cxplnin its 
transactions. The Auditors' report shall be submi tted to tho Board 
of Directors for consideration and approval. 
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Article 28 

Wirhout prejudice to the provisions of Article 22 of this Charter, 
ncr profits of the Fund shall be credited to a reserve acc~urit until 
reserves shall become equal to twenty percent (20%) of the capita l 
of tho Fund. Thereafter, net profits shC1ll be added to the capital of 
1he Fund provided however. that the reserv.es shall always remain 
equal to twenty percent of the capital. 

Article 29 

CHAPTER FIVE 

MISCELLANEOUS PROVISIONS 

The Prime Minister may delegate all or part of his powers under 
thi:> Charter 10 the Minister of Finance and Oil. 

Article 30 

This Charter may be amended by a decision of the Prime 
·Minister upon the recommendation of the Bonrd of Directors. 

- 16 -
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Institution: 

Location: 

Size: 

Assets: 
Capital: 

Purpose: 

Source of Funds: 

Management Struc ture: 

Mnnagcmont of Funds: 

Fonda de Inversiones de Venezuela 

Caracas, Venezuela 

12/31/75 

BS 22 ,470,317,537 (1 Bolivar (BS)= U.S. $0.233) 
BS 20,532, 175,000 

Fund established by Presidential decree in June 1974 
following OPEC 1s i ncrease in oil pricc. s and consequent 
jncrease in Ve nezuelan gave rnment reserve a. Stated 
purposes are fourfold: ( l) t o c reate a professionally 
managed reservoir for public funds that would be kep t 
out of domestic money supply until needed, thereby 
avoiding inflationary pressures caused by over - rapid 
money supply grow th; (2) to invest in external capital 
markets funds not immediately needed in Venezuela; 
(3) to assure a rational and dive r sified intct·nal invest­
ment program designed to reduce Venezuela 1 s dependence 
on oil rev~nues; (4) to generate economic growth that 
c rcates full employment, redistributes national income 
and e ncourages te chnological independence. 

Yearly allocation of oil revenues, the size of which is 
detc rmined at the highest level of gove rnmont and 
approved by President. Allocations in 1974 and 1975 
aggregated slightly in excess of U . S. $5 billion. 

Fund operations ove rsce n by General Assembly (consisting 
of State Ministers and high le vel govc 1· nme nt officials) 
which has power to dictate policy. Major policy d i rectivcs 
typically origi na te from high level political sources and 
the Fund 1s interna l Executive Di r ectorate (2 inter nal and 
2 exlernal) and are ratified by Assembly. P resident of 
Fund (State Minis lcr) is c r ossroads for policy and routine 
management operations . Maj or invescment deci s ions made 
by Exe cutive Di roctoralc and all external inve s tments 
discussed at se nio r management level committee meetings. 

Internal staff divided inlo 3 groups by function: International 
Financ ia l Group (inves lmcnts in exlc rnal markets); 
lnternntionul Financial Cooperat ion Group (analysis and 
monitoring of loans t o lnle rnational aml non -Vene zue lan 
Gcvernmcnt Age nc ies); National lnve a tment Group 1revie\\ 
and monito r ing of debt a nd equity investme nts in Venezuelan 
e ntit ics). All g roups ha ve spccialize<.l sub-groups. 



~ .• I :- r '10 R I\ "I n ILJ I\ 'l I .. \ \. .. •\I '. -·' I 'I F (J. f:1 . . \ P . A . D.?wney 

Re: Fondo de Inversior.e s de Venezuela (FIV) 

FIV was established by Pres idential decree in June 1974 following the 
sharp 1-ise in oil prices instigated by OPEC (of which Venezuela is a founding 
member) and a consequent leap in r evenues to t he Venezuelan Government. 
The stated purposes for its creation were fourfold: 

L. To create a reservoir for public funds that would be managed 
professi onally and ke pt oul of internal money supply until needc;:cl, A 
major thrust was lo a·..roid t he infl ationa r y impact of prec ipitous increases 
in money ti upply . 

2. To invest in external capital markets funds which a1·e not immediatel y 
n eedccJ in Venezuela. 

3 . To assu r e a rational and divers ifi ed inte rn.a l investme nt program 
desi g ned lo m ove the countr y away fr om a ca ptive dependence o n oil (28% 
of GNP and 70% of government revenues in 1973) . 

4 . T o gent· rate economic g r owth that c 1'1· <1 l1•s fu ll C'mplnym<'nl, r edis ­
l ri lrnl (· , 11.1 t io11al ill l:Oml' and cncou r.:tgcs te e hnulogica l indc pcncl cnce. 

Al present, th e gove rnment (which is the owner o( all hydroca rbon properl ies 
in Venezue la) sets a yearl ~r a ll ocation of oil revenues to F l V. I t is my 
understanding that t h e s i ze o f this a l locat ion i s dete rmined al t he highest 
levels o ( government a nd approved by the Preside nt o ( t h e Republic as it 
has cl ea r political overtones . In 1974 and 1975 , these al locations aggregated 
slightly in excess of $5 billion. 

The s tructure o f FIV i s set o ut in Appe ndix A. 

The Gcn c 1·al Assembly is a political body c ompri sed of eight S tale Mini s ters , 
the Pres iden t of l h e Central Da n k, etc . , that 1·outine l y a ffi;-ms lhe ope r ations of 
FIV, a lth ough il doc s I ave the power lo d ic t a t e pol ic y. In i·calily, [und e r s t a nd 
that major poli cy clir cct ivc s come from the Na ti o na l Executive and the Executive 
Di r cclo1·atc a ncl cl r e th e n rali (i cd at:1 a ppr op l'ialc by t he Gene ra l Ass u mbl y . 

Th e 1':>.. •c ut ivc Dir ccto r :..le iR compri s ed of two int <; rna l ri nd lw o cxt<;rnal 
di r ccto1·s :rnd J1a s s ubs t a ntia l influence in the for mul a ti on oJ rn ajo r· pol icy 
matte r s . It d oc s no t gcne1·;tlly invo lv · its e lf in day-lo- day ope ra ti ons , a lthough 
main t· in vcs trnc nt dc c-i::1ions , for cxnmplc, ilr c d is cussed nt t h is leve l. 



Re: Fondo de Inve rsiones de Venezuela (FIV) 

The Presidency is the crossroads of policy and routine operations . 
The cur rent Pres ide nt, who is a Minister of State, is highly political 
and involves him:; : lf principally in d e t ermining policy in conjunction with 
the E~ecutive pirectorate and the Nationa! Executive ; he does , however, 
oversee and invoh·e himself to a degree in daily operations. 

The managt nent of FIV's resources is carried out by the three 
financial groups (the International Financial Group,International Financial 
Cooperation Group and National Investment Group) under the General 
MaJlager , although they must have the a pproval of senior level committees 
(Exter nal Investment Comn1ittee, Committee for International Financial 
Cooperation, Industrial Committee and National lnves tment Committee) 
prior to acting. For example , an offer lo co-manage a bond is sue is s t udied and 
processed by the Inter'national Financial Group a nd i ! _t tractive to them, 
recommende d for acceptance by the External Inves tment Committee at its 
weekly meeting. If the recommendation is a ccepted, no further authoriza t ion 
is required. 

The International Financial Group is re spons ibl e for FIV 's investme nt 
in external markets. To date,investmenls have been largel y in s hort-terr.1 
bank deposits with a smattering of intermcdiatC!-term bond s . The departm~ nt 

itse lf is broke n down into sub - departments (cg. sho rt- term investments a nd 
bonds ) w he re primary anal y s is of investm e nt opportunities begins . The level 
of fina n c ial expertise in this gr oup i s pitifully l ow i n ge neral. The re s ult 
has be e n to shy away from new inves tme nt opportunit ies . 

The Jnte rnati onal Financial Co ope ration Group i s r es pon s ible for the analysis 
of a nd monitoring o f loans to internati onal and non - Venezue lan government agencies 
s uch a~ lhe World 84\nk, Bank of Jamaica arvi Ce ntral Ban k of Pe ru. Although 
1·equcs t s for such loa n s may occasiona lly come t o F IV on pure l y commercial terms 
it i s rny imp1· ess ion that this ar ea is more of a pol itical tr easure c hest !or 
the Pres ident of th e Republi c whi ch h e t a ps when some econ omic/political 
l evc rage i s n eed ed . 

T h e Nationa l Inves tment Group is re s pons ibl e fo r revi ewing a nd m o nilor­
ing d ebt and equit y in·1cs tme nts in Vcnc7.u c lan e ntiti es (to date, exc lus ivel y 
e nvcrnrncnt ownc-:l o r contro ll ed e ntiti es ). A gaii1, this is a hi g hly poli tical 
l\rea and a lthou gh reques ts do com e dire c tly t o FIV for fund s , in gene ral 
rolitica l d cc:: i s io 11s a r c t aken a t hi g h c 1· leve ls in lhc gove rnme nt as l o who i s 
l o b e fim111<0 MI, how i\ntl in what a m ounts - th ose r cs ull s a r c then commun icated 
Lo thit; g r ou p for fo rma l p1·occssing . 



In my view, the structural concept of FIV is a good one. Unfortu'1ately, 
certain predictable problems have arisen (most of which could be corrected) 
that have l e d t o inefficiencies, mistakes and a generally mediocre image 
in the international community. For one, FIV has become highly politicized 
(it has fought part icularly hard to establish itself as a peer with the Ministry 
of Finance and the Central Bank in the economic decision-making process ... 
of the Republic). This has necessarily led to a less independent entity 
which can often take painfully long to resolve issues with potitical overtones 
which are of major importance to FIV. For example, the possibility of 
retaining an advisor a la SAMA was debated for over a year. A proposed 
merchant: banking affiliation/subsidiary iu London has now been discussed . 
for at least 14 months. An excessive bureaucratic rigidity has also emerged 
internally. For 'example, the necessit)' to clear ev?.ry external investment 
proposal with a senior level committee which meets only once a week has 
resulted in a lost opportunity syndrome (i. e. a CD offer will not be held 
firm for five days for the convenience of the committee). This proble-m 
re s ults from another major problem area - an inexpe rienced, financially 
uns nphisti cated staff. FIV has refused , again for political reasons, to 
recruit non-Ve nezuelan staff or to brin g in advisors. As noted, the res ult 
has be e n a r eluctance to e xpand investment into ar eas of new, ofte n highe r 
yielding investments which are not understood by the staff. This is a 
vicious circle which has not only disillusioned many financial intermediaries 
(h c: nce fewer offe rs) but has creat e d a negative image in Venezuela to such 
a d eg r ee that motivated, imaginative people s imply will not join. 

To g ive you a rough idea of the portfoli o breakdown at Dec . 31, 1975,approxi­
mate ly $ 5. 2 billion in as sets were divided as hllow: 

Cash 
Deposits 
Bonds 
Loans(!) 
Trust· funds (2) 
Equi ty Inves tments 
A ccrued inte rest 
Other 

($millions) 
; 5 

4,023 
79 

907 
91 
49.5 
84 

.9 

(l) To inle r na lional and non-V enezue lan Govcrnmcnl a genciel:> and to 
V c ne1.uelan c nliti cs . 

(2 ) Aclmini s l c 1·cd by th e lnte ramc d can Developme nt flank for deve lopm e nt 
o f p 1· o j cc l s ;:rn cl p I' o g rams in me m b c r co u n t r i o s . 

CC: N. 1 lacEw,\n 
C . !-~uh :- rna nn 

Jeffrey L . Berens on 



APPENDIX A 
General Assembly 
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External Investment Com:n. 
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Public Relations 

Inte t:nationa l 
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Group 
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Financial 
Coop. Group 

I 

Sub-Group 

I 
Presidency Industdal Committee 

------- National Investment Comm. 

Economic /Financ.i::i l J\dvis ory 

General Manager 

Comptroller 

Personnel 

National 
Inves tment 

Group 
I 

P rcijcct 
Evaluation 

Project 
Management 

Ad minis trativ c· 
Group 

' Sub-Group f ' . In o rmat1 o:i 
Systems 
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