
AN BILLE UM BANC EORPACH LE hAGHAIDH ATHCHOIRIU 
AGUS FORBAIRT, 1990

EUROPEAN BANK FOR RECONSTRUCTION AND 
DEVELOPMENT BILL, 1990

EXPLANATORY MEMORANDUM

Object of Bill
1. The purpose of the Bill is to allow ratification, on behalf of 

Ireland, of the Agreement establishing the European Bank for Recon
struction and Development (EBRD) and to enable the State to comply 
with the financial and other obligations of membership.

Background
2. Ireland signed the agreement establishing the European Bank 

for Reconstruction and Development, subject to ratification, on 29 
May 1990. The Agreement will enter into force when it has been 
ratified by prospective members representing not less than two-thirds 
of the initial capital subscription and including at least two countries 
from Central and Eastern Europe. When the Agreement was nego
tiated it was intended that members would ratify by 31 March 1991 
at the latest.

The Agreement
3. The text of the Agreement is in the Schedule to the Bill. The 

contents are summarised in the following paragraphs.

4. Article 1 sets out the basic purpose of the Bank which is to foster 
the transition towards open market-oriented economies and promote 
private and entrepreneurial initiative in those Central and Eastern 
European countries which are committed to and are applying the 
principles of multi-party democracy, pluralism and market economics.

5. Article 2 lists the Bank’s main functions which include the 
promotion of a private sector, and in particular support for small 
businesses; mobilisation of capital and experienced management; 
fostering productive investment and investment in related infra
structure in support of private and entrepreneurial initiative; and 
provision of technical assistance.

6. Article 3 deals with membership of the Bank, which is open 
to European countries, the European Community, the European 
Investment Bank and non-European countries which are members of 
the International Monetary Fund.

7. Articles 4-7 deal with the Bank’s capital. The initial capital stock 
will be 10,000 million ECU of which 3,000 million will be paid in. 
Subscriptions will be paid in ECU or in US dollars or Japanese yen. 
Ireland would subscribe 30 million ECU (or about IR£23 million at 
present exchange rates). This would represent 0.3% of the Bank’s 
capital. Of this amount Ireland would be liable to pay some IR£6.9 
million in five annual instalments over the initial five year period.
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8. Article 8 deals with recipient countries. It specifies that the 
Bank’s operations will be confined to Central and Eastern European 
countries which are proceeding steadily in the transition to market- 
oriented economies and the promotion of private and entrepreneurial 
initiative. It also allows a recipient country to request that the Bank 
provide access to its resources for limited purposes over a period of 
three years. Access could only be widened subsequently by a majority 
of eighty five per cent of the voting power of members. Only the 
USSR has made such a request, the text of which is reproduced at 
the end of the Agreement.

9. Articles 9-21 deal with the Bank’s operating procedures. They 
set out the type of operations the Bank may engage in, including 
making loans and equity investments, issuing guarantees and under
writing share issues; specify that operations in favour of the State 
sector be limited to 40% of total operations; provide that the amount 
of total operations does not exceed subscribed capital, reserves and 
surpluses; tie financing operations to specific projects; and provide 
for the separation of ordinary operations and any special funds which 
might be set up to be managed by the Bank.

10. Articles 22-36 deal with the Bank’s organisational structure 
which includes a Board of Governors, a Board of Directors, a Pres
ident and one or more Vice-Presidents. Article 33 states that the Bank 
will be located in London.

11. Articles 37-43 set out the arrangements for withdrawal of 
members, suspension of members which fail to meet the obligations 
of membership and termination of the operations of the Bank.

12. Articles 44-55 set out the status, immunities and privileges to 
be accorded to the Bank.

13. Articles 56-59 deal with amendments to the Agreement, inter
pretation and arbitration.

14. Articles 60-63 deal with procedures by which the Bank will 
formally enter into existence.

15. Annex A lists the prospective founder members a:»d their 
respective share allocations. It should be noted that the German 
authorities have indicated that the shares allocated to the former 
German Democratic Republic will not be taken up by Germany. 
These shares will therefore remain unallocated for the moment.

16. Annex B sets out the procedures for election of Directors. 

Provisions of the Bill
17. Section 1 defines the terms used in the Bill. Section 2 provides 

for the approval of the terms of the Agreement. Section 3 sets out the 
arrangements to be made in respect of Ireland’s financial relationship 
with the Bank. Section 4 contains the short title of the Bill. The 
Schedule contains the text of the Agreement.

An Roinn Airgeadais, 
Samhain, 1990.

Wt. P.24956/B/11. 1,325. 11/90. Cahill. (A23456). G.16.
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