
The European Bank for
Reconstruction and

Development
A Comparative Analysis

of the Constituent Agreement

Ibrahim F.I. Shihata
Vice President and General Counsel, World Bank

Secretary-General, ICSID

Graham & Trotman/Martimis Nijhoff
Members of the Kluwer Academic Publishers Orouj)

LONDON/DORDRECHT/BOSTON



Table of Contents

Page

Preface by Jaques Attali, President
Designate of EBRD v

Foreword ix

LIST OF ABBREVIATIONS xviii

INTRODUCTORY REMARKS 1

CHAPTER ONE - FINANCING THE EBRD 7

I. CAPITAL RESOURCES 7

1. Capital 7
i. Authorized Capital 7

ii. Subscription of Shares 9
iii. Payment and Valuation

of Capital Subscriptions 11
iv. Preemptive Rights 19

2. Net Income: Reserves, Provisions and Surplus 20

3. Special Reserve 24

II. BORROWINGS 26

1. EBRD's Power to Borrow 26

2. Use of Borrowed Currencies 30

Xlll



III. SPECIAL FUNDS 32

IV. CURRENCY ISSUES ASSOCIATED WITH
INVESTMENT OF LIQUID ASSETS 36

CHAPTER TWO —EBRD OPERATIONS 40

I. PURPOSE AND FUNCTIONS 41

1. Purpose 41

2. Functions 45
i. General 45

ii. Concern for the Environment 48
iii. Cooperation with other Agencies 49

II. MODES AND CONDITIONS OF OPERATION 50

1. Types of Operation: "Ordinary" and
"Special" Operations 50»«

2. Operating Principles 52
i. General 52

ii. Procurement Principles 57

3. Methods of Operation 60

4. Terms and Conditions for Loans and Guarantees 63
i. General 63

ii. Interest, Commissions and Fees 65

5. Limitations on Operations 66
i. General Limit 66

ii. Limit on Loans, Guarantees and Equity
Investments for the State Sector 67

iii. Limits on Equity Investments 68
iv. Prohibition of Guarantees of Export

Credits and Insurance Activities 70

XIV



v. Limit on Operations in a Member Requesting
Access to Resources for a Limited
Period and Purposes (Operations in
the Soviet Union) 70

6. Methods of Meeting Liabilities 72

III. SUSPENSION AND TERMINATION OF
OPERATIONS 74

CHAPTER THREE - ORGANIZATION AND

MANAGEMENT 77

I. MEMBERSHIP 77

II. ORGANIZATIONAL STRUCTURE 82

1. Board of Governors 82
2. Board of Directors 83

i. Composition 83
ii. Powers 84

iii. Procedure 84

3. The President, Vice-President(s),

Officers and Staff 85

4. Voting 88

III. STATUS, EXEMPTIONS, IMMUNITIES AND
PRIVILEGES 92
1. Judicial Process 92
2. Privileges of Officers and Employees 94

XV



3. Exemptions from Taxation 94
i. Exemption of the Bank 94

ii. Directors, Alternates,
Officials and Employees 96

iii. Securities 98
iv. Waiver of Immunities,

Exemptions and Privileges 98

IV. INTERPRETATION; AMENDMENT AND

ARBITRATION 99

1. Interpretation of the Agreement 99

2. Amendment of the Agreement 100

3. Arbitration 101

CONCLUDING REMARKS 103

APPENDICES: THE EBRD BASIC DOCUMENTS 107

Appendix I Agreement Establishing the European
Bank for Reconstruction and
Development .109

Appendix II Annex A of the Agreement — Initial
Subscriptions 153

Appendix III Annex B of the Agreement — Election
of Directors 155

Appendix IV Letter from the Head of Soviet
Delegation to the Chairman of the
Conference 164

XVI



Appendix V Chairman's Report on the
Agreement (and Explanatory Notes) 166

Appendix VI Letter from the Chairman of the
Conference (on working languages) 181

Appendix VII List of Signatories 182

Index 183

xvii


