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OPERATION OF THIRD WINDOW

The President's Memorandum entitled "Operation of Third Window" (R75-212)
which was distributed on October 28 indicates that it would be considered at
at the meeting to be held on November 18, 1975. The Memorandum has now been

rescheduled for consideration at the November 25 meeting.

Distribution:

Executive Directors and Alternates

President

Senior Vice President, Operations

Executive Vice President and Vice President, IFC

President's Council
Directors and Department Heads, Bank and IFC
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OFFICE MEMORANDUM

TO: Files , DATE: October 31, 1975

FROM:  Raymond J. Goodman
SUBJECT:  Operation of Third Window: Meeting of Executive Directors
Representing Contributing Countries

1. A meeting was held on October 23, 1975 under the chairmanship
of Mr. Knapp to discuss a draft memorandum from the President entitled
OPERATION OF THIRD WINDOW (subsequently issued as R75-212). The follow-
ing Executive Directors were present or represented at the meeting:

Representing
Mr. Aldoasary Saudi Arabia,
(for Mr. Al-Atrash) United Arab Emirates,

Kuwait and Qatar

Mr. Browning United Kingdom
(for Mr. Ryrie)

Mr. Drake Canada

Mr. Gavidia Venezuela

Mr. Green Australia

Mr. Sigurdsson Denmark and Norway

Mr. Witte (The Netherlands) sent apologies. Messrs. Goodman and Nurick
were also present.

2. Mr. Goodman reported that there had been no change in the status
of contributions since the draft paper had been prepared. However, there
was a good prospect of some additiomal contributions.

3. Two principal questions were raised and discussed:

(a) Whether Third Window lending should be confined to projects,
as proposed by Management, or whether program loans should also
be made.

Mr. Browning, supported by Mr. Aldoasary, argued in favor of

including program loans in view of the pressing need to provide quick
assistance to developing countries. The other Directors accepted the
argument of the paper against program lending via the Third Window.
Mr. Knapp explained that, inasmuch as Third Window lending was intended to
be additional to Bank and IDA lending, the objective could be accomplished
by planning for an appropriate increase in program loans on standard IBRD
terms and in program credits from IDA. He agreed to include in the memo-
randum a new sentence covering this point.
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(b) Whether the interest rate on Bank borrowings from the
Subsidy Fund should be fixed at the outset, as proposed in
the draft paper, or should be adjusted every few months to
correspond to the current cost of Bank borrowing.

The Directors divided evenly on this point (Messrs. Drake, Gavidia and
Sigurdsson being in favor of a fixed rate, and Messrs. Aldoasary, Browning
and Green in favor of a flexible rate). Mr. Knapp agreed to put the
alternative of a flexible rate in the paper, but said that the Management's
recommendation in favor of a fixed rate would stand.

4, In reply to a question from Mr. Drake, Mr. Knapp said that a
further meeting of Directors representing the contributing countries would
be held before Third Window operations began in order to discuss the
question of country eligibility. In reply to a further question he said
that he expected Third Window loans to be made in all six Regions; he
agreed to consider a suggestion that some kind of regional allocation of
proposed Third Window commitments be prepared for the information of the
donor Directors.

RIG:1gf

cc: (those present) Messrs. McNamara (on return)
Cargill
Damry

Witte
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e P DATE: October 30, 1975

FROM: Raymond J., Goodman #’g

SUBJECT:  gPAIN: Third Window and IDA V

Mr. Calvillo came to see me yesterday and said he thought the time
was now ripe, despite the political uncertainties, for a Bank staff
member to visit Madrid in order to discuss the matter of a conkribution
by Spain to the Third Window. He also thought that his government would
be disposed to make an appropriate contribution to IDA V, and might wish
to be represented as an observor at the forthcoming Paris meeting in
November. He asked what were the possibilities of arranging for someone
to visit Madrid in the near future.

I said that T knew of no suitable staff member going to Europe in
the immediate future, but that I would suggest to Mr. Cargill that one
of the Bank group who would be attending the Paris meeting arrange to go
by way of Madrid; or, if that were not possible, to visit Madrid after
the meeting. Mr. Calvillo thought this would be very appropriate, I
said that I thought if Spain wished to come to the Paris meeting she
would be very welcome and that I would mention this to Mr. Cargill,

RJG:1gf

cc: Messrs., Cargill
Diamond
Gabriel
Gaud
Hattori
Vibert
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FROM: The President October 28, 1975

OPERATION OF THIRD WINDOW

1. Before any Third Window loans are made it is necessary to decide
the terms and conditions of such loans and a number of other matters
affecting the operation of the new facility. This memorandum puts forward
recommendations on these matters for the consideration of the Executive
Directors.

Present Status of Third Window

2. The Resolution establishing an Interest Subsidy Fund for the

Third Window (Resolution No. 111 adopted on July 29, 1975) provides in
Section G that the new facility shall become operative and the contribu-
tions payable, on the date when contributions or formal notification of
intended contributions shall have been received by the Bank in an amount
not less than the equivalent of US$5100 million. As of October 16, 1975
contributions totalling $50 million had been received from Abu Dhabi

(85 million), Saudi Arabia ($25 million), and the Netherlands ($20 million).
Formal notification of their intention to make contributions had been
received from Canada (%20 million) and the United Kingdom ($10 million)
bringing to $80 million the total of confirmed contributions. Pledges of
an additional $47 million equivalent have been made by Australia, Denmark,
Kuwait, Norway, Qatar and Venezuela subject to parliamentary approval or
other action. It is expected that the contribution of Kuwait (520 million)
will have been confirmed within the next few weeks and thus permit Third
Window operations to begin.

o The contributions have been and will be iInvested as received.

The earnings on these investments will be paid to the Interest Subsidy
Fund and will be counted towards the minimum $100 million of contributions
required for effectiveness.

Distribution:

Executive Directors and Alternates

President

Senior Vice President, Operations

Executive Vice President and Vice President, IFC
President's Council

Directors and Department Heads, Bank and IFC



Terms of Third Window Loans

4. Because Third Window loans are intended to ease the debt-servicing
burden of eligible member countries it is proposed that they be made to
member governments and that the terms of the loans be the same for all
borrowers, following the precedent of IDA. A grace period of seven years

and a final maturity of approximately 25 years, both somewhat longer than the
average for Bank loans (21 years including nearly 5 years of grace) are
recommended. In cases where the ultimate beneficiary of the loan is not

the government, the proceeds would normally be on-lent at the interest

rates appropriate for the project, again following the IDA precedent.

B Interest on Third Window loans would be set at a rate four percentage
points lower than the current interest rate on standard Bank loans and would
be charged on the outstanding balance. Given the current rate of 8-1/2% per
annum, the interest rate on Third Window loans would thus be 4-1/2%. The
remaining 4% of interest would be paid to the Bank on the borrowers' behalf
from the Interest Subsidy Fund. In the event that the Interest Subsidy Fund
should prove insufficient to provide the full subsidy to the end of the
amortization period, the borrower would be obligated under the loan agreement
to make up the difference in the final payment or payments.

B Any shortfall would be applied pro rata to all Third Window loans,
and to ensure equal treatment of borrowers in this respect, all Third Window
loans would have the same final payment date. The first loan would have a
term of 25 years, but the term of loans approved thereafter would become
somewhat shorter; the grace period in all cases would be 7 years.

T In other respects the terms of Third Window loans would be the same
as those of standard Bank loans. Thus, the amortization schedule would
provide for equal semi-annual payments of interest and principal by the
borrower. There would be the usual commitment charge of 3/4 of 1%.

Purposes of Third Window Loans

8. Although the terms of all Third Window loans would be the same, the
amount of subsidy required by loans of a given size would depend upon the
rate at which they were disbursed. Loans that disburse quickly would make

a heavier call on the Subsidy Fund than those that disburse more normally
because the subsidy would become payable in larger amounts from an earlier
date. The difference is most marked in comparing program loans, which
typically disburse in less than two years and often in a few months, and
project loans which have a typical disbursement "profile" of up to 10 years.
Assuming a two-year disbursement period a typical program loan would require
subsidy payments 50% higher on a present value basis than a typical project
loan. To ensure more equal treatment among countries borrowing from the
Third Window, a means would have to be found of compensating for this difference.
One way of doing so would be to make program loans for a shorter term than
project loans, (a typical program loan of 15 years with 4 years of grace
would use up as much subsidy as a typical project loan on the terms proposed
above) but to do so would seem less consistent with the concessionary nature
of the Third Window facility. Accordingly, it is proposed to confine Third
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Window loans to the financing of projects, and to leave program lending to
be handled in appropriate cases by the Bank or IDA. It should be borne in
mind, however, that Third Window lending is intended to be "additional" in
the sense of expanding the total volume of Bank Group lending, and this
intention will be reflected in the form of an increment, both in project
and in program lending.

9. In my memorandum of July 15, 1975, on the Third Window, it was
estimated (R75-161, paragraph 8 and 9) that contributions in the amount of
$114 million - the amount then believed to be in sight - would be sufficient
to finance about $500 million of Third Window loans. This calculation was
based on the assumption that 10 percent of the loans would be program loans
with full Third Window grace periods and amortization. Given that Third
Window loans would be restricted to the financing of projects, the $127

million now pledged would be sufficient to finance some $600 million of Third
Window loans.

Currency Used for Investments and Disbursements

10. The question arises whether the currencies received by the Fund
should be converted and invested in one or more currencies and whether the
disbursements on Third Window loans should be made in one or more currencies.
It is concluded that both investment and disbursement should be in a single
currency and that the currency should be US dollars.

1 If the assets of the Fund are held in a mix of currencies different.
from that corresponding to disbursed Third Window loans, the wvalue of the
assets of the Fund may vary in relation to the obligation of the Fund to pay
interest on Third Window loans. Thus, the Fund will bear an exchange risk
which could ultimately lead to a shortfall in the assets of the Fund due to
an unfavorable movement of exchange rates and this shortfall would have to
be borne by the borrowers. This risk would be avoided by matching the
currencies in which the assets of the Fund are held with the currencies dis-
bursed on Third Window loans; as a practical matter, this is most easily
done by using only one currency for the purpose. The most suitable currency
would be the dollar because (a) investment opportunities and liquidity are
are present greatest. in the U.S. market, which will help to maximize the return
on the Bank's investments; and (b) the majority of contributions to the
Interest Subsidy Fund are likely to be in dollars.

Treatment of Contributions

12 Under the terms of the Resolution (Section D (d)) the present value
of contributions is to be determined by the Administrator as of the date of
notification. Contributions received after the due date for payment (the
90th day after the Third Window becomes operative) would be discounted at
8-1/2%, the assumed yield on the Fund's investments (see paragraph 14 below),
unless the contributors concerned agreed to pay interest at that rate. As
indicated above (paragraph 3), contributions made before the due date will
earn interest which will be credited to the Interest Subsidy Fund upon
effectiveness and taken into account in determining when the minimum level
of contributions is reached. In the event that the Third Window does not
become operative, these earnings will be returned to the contributors
together with their contributions.
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13. In order to minimize the risk of a possible shortfall in the
Interest Subsidy Fund, which would require borrowers to pay the full

Bank interest rate on Third Window loans at some future date, it will be
important to establish as accurately as possible the amount of interest
that the Fund is likely to earn on its investments during its life.

This could be accomplished in part by investing the assets of the Fund in
long term bonds at fixed rates of interest. However, even 1f that were
done, the future return on reinvestment of the Fund's earnings could not
be exactly determined and could greatly influence the amount available
for subsidy. To minimize the risk of borrowers having to pay the full
Bank interest rate on their loans at some future time, the Bank would
have to be comservative in determining the amount of Third Window commit-
ments it could make.

14. An alternative, which would eliminate the uncertainty as to the
rate of return on the Fund's investments, would be for the Bank to borrow
the assets of the Interest Subsidy Fund, pay the Fund interest at a fixed
rate on the outstanding balance held by the Bank, and repay the Subsidy
Fund in the amounts required toc meet the Fund's obligations. From the
point of view of the Bank, borrowing the assets of the Subsidy Fund would
have the advantage of reducing by a corresponding amount the funds it
would otherwise have to borrow in the capital market to finance Third
Window loans. An appropriate interest rate on the Bank's borrowings from
the Subsidy Fund would be 8-1/2%, the average cost of Bank borrowings,
weighted by amount and maturity, during the current fiscal year to date.

195 Under the foregoing arrangements the Subsidy Fund would be
relieved of exchange risk (see paragraph 11 above), it would know exactly
what its interest return would be (see paragraph 14 above) and the only
remaining element of uncertainty would be variations in the rate of
disbursement on project loans. As the Bank proceeds to make Third Window
commitments, it would set aside subsidy funds in an amount indicated to
be required by the expected disbursement pattern of each loan, and would
continue making commitments until the amounts so set aside equalled the
total estimated to be available in the Subsidy Fund. In these circum-
stances an eventual call upon borrowers to pay more than 4-1/2% on Third
Window loans would arise only if the actual dishursement rate of Third
Window loans proved to be faster than the original estimates.

16. Instead of establishing from the outset a fixed interest rate
of 8-1/2% on the Bank's borrowings from the Subsidy Fund, this interest
rate might be fixed from time to time, say at six-monthly intervals, at
the average cost of Bank borrowings, weighted by amount and maturity,
during the preceding six months period. This alternative might be deemed
to provide fairer treatment both to the Bank and to the Subsidy Fund in
case the future level of interest rates departs substantially from the
present level of 8-1/2%. However, it introduces a large element of
uncertainty in that the interest rate both on the initial contributions
and on the reinvestment of earnings would be subject to periodic change.
During the period of commitment of Third Window loans the Bank would
have to make an estimate of the actual interest on the Subsidy Fund over
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the life of these loans; if its estimate proved too high, borrowers would
have to be called upon to make up the difference in the final payments,
and if its estimate was too low, the amount of Third Window commitments
based on the Subsidy Fund would also turn out to be too low.

Summary of Principal Recommendations

17 « I recommend that:

(a) Third Window loans be made on essentially the same
terms to all borrowers, with interest at 4 points
below the Bank's standard rate, a grace period of
7 years and a final maturity of approximately 25
years. In other respects the terms would be the
same as those of standard Bank loans;

(b) Third Window loans be used to finance only
pProjects;

(c) The assets of the Interest Subsidy Fund be

borrowed by the Bank which would pay interest at
8-1/2% on the balance outstanding from time to time.

Robert S. McNamara
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1 Before any Third Window loans are made it is necessary éﬁ éicide
the terms and conditions of such loans and a number of other matters
affecting the operation of the new facility. This memorandum puts forward
recommendations on these matters for the consideration of the Executive

Directors.

Present Status of Third Window

2 The Resolution establishing an Interest Subsidy Fund for the

Third Window (Resolution No. 111 adopted on July 29, 1975) provides in
Section G that the new facility shall become operative and the contribu-
tions payable, on the date when contributions or formal notification of
intended contributions shall have been received by the Bank in an amount
not less than the equivalent of US$100 million. As of October 16, 1975
contributions totalling $50 million had been received from Abu Dhabi

($5 million), Saudi Arabia ($25 million), and the Netherlands ($20 millionm).
Formal notification of their intention to make contributions had been
received from Canada ($20 million) and the United Kingdom ($10 million)
bringing to $80 million the total of confirmed contributions. Pledges of
an additional $47 million equivalent have been made by Australia, Denmark,
Kuwait, Norway, Qatar and Venezuela subject to parliamentary approval or
other action. It is expected that the contribution of Kuwait ($20 million)
will have been confirmed within the next few weeks and thus permit Third

Window operations to begin.

:; The contributions have been and will be invested as received,
The earnings on these investments will be paid to the Interest Subsidy
Fund and will be counted towards the minimum $100 million of contributions

required for effectiveness,

Distribution:

Executive Directors and Alternates

President

Senior Vice President, Operations

Executive Vice President and Vice President, IFC
President's Council

Directors and Department Heads, Bank and IFC



Terms of Third Window Loans

4. Because Third Window loans are intended to ease the debt-servicing
burden of eligible member countries it is proposed that they be made to
member governments and that the terms of the loans be the same for all
borrowers, following the precedent of IDA.. A grace period of seven years

and a final maturity of approximately 25 years, both somewhat longer than the
average for Bank loans (21 years including nearly 5 years of grace) are
recommended. In cases where the ultimate beneficiary of the loan is not

the government, the proceeds would normally be on-lent at the interest
rates appropriate for the project, again following the IDA precedent.

5. Interest on Third Window loans would be set at a rate four percentage
points lower than the current interest rate on standard Bank loang and would
Be Charged on the outstanding balance. Given the current rate of 8-1/2% per
annum, the interest rate on Third Window loans would thus be 4-1/2%. The
remaining 4% of interest would be paid to the Bank on the borrowers' behalf
from the Interest Subsidy Fund. In the event that the Interest Subsidy Fund
should prove insufficient to provide the full subsidy to the end of the
amortization period, the borrower would be obligated under the loan agreement
./,;? Uto make up the difference in the final payment or payments.
~

H

6. Any shortfall would be applied pro rata to all Third Window loans,
and to ensure equal treatment of borrowers in this respect, all Third Window
loans would have the same final payment date. The first loan would have a
term of 25 years, but the term of loans approved thereafter would become
somewhat shorter; the grace period in all cases would be 7 years. =

T In other respects the terms of Third Window loans would be the same
as those of standard Bank loans. Thus, the amortization schedule would
provide for equal semi-annual payments of interest and principal by the
borrower. There would be the usual commitment charge of 3/4 of 1Z.

Purposes of Third Window Loans

8. Although the terms of all Third Window loans would be the same, the
amount of subsidy required by loans of a given size would depend upon the
rate at which they were disbursed. Loans that disburse gquickly would make,
a heavier call on the Subsidy Fund than those that disburse more normally
because the subsidy would become payable in larger amounts from an earlier
date. The difference is most marked in comparing program loans, which
typically disburse in less than two years and often in a few months, and
project loans which have a typical disbursement "profile" of up to 10 years.
Assuming a two-year disbursement period a typical program loan would require
subsidy payments 50% higher on a present value basis than a typical project
loan. To ensure more equal treatment among countries borrowing from the
Third Window, a means would have to be found of compensating for this difference.
One way of doing so would be to make program loans for a shorter term than
project loans, (a_typical program loan of 15 years with 4 years of grace
would use up as much subsidy as a typical project loan on the terms proposed
above) but to do so would seem less consistent with the concessionary mature
of the Third Window facility. Accordingly, it is proposed to confine Third
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Window loans to the financing of projects, and to leave program lending to
be handled in appropriate cases by the Bank or IDA. It should be borne in
mind, however, that Third Window lending is intended to be "additional" in
the sense of expanding the total volume of Bank Group lending, and this
intention will be reflected in the form of an inerement, both in project
and in program lending.

9 In my memorandum of July 15, 1975, on the Third Window, it was
estimated (R75-161, paragraph 8 and 9) that contributions in the amount of
$114 million - the amount then believed to be in sight - would be sufficient
to finance about $500 million of Third Window loans. This calculation was
based on the assumption that 10 percent of the loans would be program loans
with full Third Window grace periods and amortization. Given that Third
Window loans would be restricted to the financing of projects, the $127

million now pledged would be sufficient to finance some $600 million of Third
Window loans.

Currency Used for Investments and Disbursements

10. The question arises whether the currencies received by the Fund
should be converted and invested in one or more currencies and whether the
 disbursements on Third Window loans should be made in one or more currencies.

| Lt is concluded that both jnvestment and disbursement should be in a single
currency and that the currency should be U5 dollars.

11. If the assets of the Fund are held in a mix of currencies different.
from that corresponding to disbursed Third Window loans, the value of the
assets of the Fund may vary in relation to the obligation of the Fund to pay
interest on Third Window loans. Thus, the Fund will bear an exchange risk
which could ultimately lead to a shortfall in the assets of the Fund due to

an unfavorable movement of exchange rates and this shortfall would have to

be borne by the borrowers. This risk would be avoided by matching the
currencies in which the assets of the Fund are held with the currencies dis-
bursed on Third Window loans; as a practical matter, this is most easily

done by using only one currency for the purpose. The most suitable currency
would be the dollar because (a) investment opportunities and liquidity are _
are present greatest. in the U.S. market, which will help to maximize the return
on the Bank's investments; and (b) the majority of contributions to the
Interest Subsidy Fund are likely to be in dollars.

7

Treatment of Contributions

2 Under the terms of the Resolution (Secticn D (d)) the present value.
of contributions is to be determined by the Administrator as of the date of
notification. Contributions received after the due date for payment (the
90th day after the Third Window becomes operative) would be discounted at
8-1/2%, the assumed yield on the Fund's investments (see paragraph 14 below),
unless the contributors concerned agreed to pay interest at that rate. As
indicated above (paragraph 3), contributions made before the due date will
earn interest which will be credited to the Interest Subsidy Fund upon
effectiveness and taken into account in determining when the minimum level
of contributions is reached. 1In the event that the Third Window does not
become operative, these earnings will be returned to the contributors
together with their contributiomns.
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13, In order to minimize the risk of a possible shortfall in the
Interest Subsidy Fund, which would require borrowers to pay the full
Bank interest rate on Third Window loans at some future date, it will be
important to establish as accurately as possible the amount of interest
that the Fund is likely to earn on its investments during its life.

This could be accomplished in part by investing the assets of the Fund in
long term bonds at fixed rates of interest. However, even if that were
done, the future return on reinvestment of the Fund's earnings could not
be exactly determined and could greatly influence the amount available
for subsidy. To minimize the risk of borrowers having to pay the full
Bank interest rate on their loans at some future time, the Bank would
have to be conservative in determining the amount of Third Window commit-
ments it could make.

14, An altermative, which would eliminate the uncertainty as to the
rate of return on the Fund's investments, would be for the Bank to borrow
the assets of the Interest Subsidy Fund, pay the Fund interest at a fixed
rate on the outstanding balance held by the Bank, and repay the Subsidy
Fund in the amounts required to meet the Fund's obligations. From the
point of view of the Bank, borrowing the assets of the Subsidy Fund would
have the advantage of reducing by a corresponding amount the funds it
would otherwise have to borrow in the capital market to finance Third
Window loans. An appropriate interest rate on the Bank's borrowings from
the Subsidy Fund would be 8-1/2%, the average cost of Bank borrowings,
weighted by amount and maturity, during the current fiscal year to date.

15. Under the foregoing arrangements the Subsidy Fund would be
relieved of exchange risk (see paragraph 11 above), it would know exactly
what its interest return would be (see paragraph 14 above) and the only
remaining element of uncertainty would be variations in the rate of
disbursement on project loans. As the Bank proceeds to make Third Window
commitments, it would set aside subsidy funds in an amount indicated to
be required by the expected disbursement pattern of each loan, and would
continue making commitments until the amounts so set aside equalled the
total estimated to be available in the Subsidy Fund. In these circum-
stances an eventual call upon borrowers to pay more than 4-1/2% on Third
Window loans would arise only if the actual disbursement rate of Third
Window loans proved to be faster than the original estimates.

16 Instead of establishing from the outset a fixed interest rate
of 8-1/2% on the Bank's borrowings from the Subsidy Fund, this interest
rate might be figed from time to time, say at six-monthly intervals, at
the average cost of Bank borrowings, weighted by amount and maturity,
during the preceding six months period. This alternative might be deemed
to provide fairer treatment both to the Bank and to the Subsidy Fund in
case the future level of interest rates departs substantially from the
present level of 8-1/2%. However, it introduces a large element of
uncertainty in that the interest rate both on the initial contributions
and on the reinvestment of earnings would be subject to periodic change.
During the period of commitment of Third Window loans the Bank would
have to make an estimate of the actual interest on the Subsidy Fund over
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the life of these loans; if its estimate proved too high, borrowers would
have to be called upon to make up the difference in the final payments,
and if its estimate was too low, the amount of Third Window commitments
based on the Subsidy Fund would also turn out to be too low.

Summary of Principal Recommendations

17« I recommend that:

(a) Third Window loans be made on essentially the same
terms to all borrowers, with interest at 4 points
below the Bank's standard rate, a grace period of
7_years and a final maturity of approximately 25
years. In other respects the terms would be the

same as those of standard Bank loans;

(b) Third Window loans be used to finance only
projects;

(c) The assets of the Interest Subsidy Fund be

borrowed by the Bank which would pay intere .
8§-1/27% on the balance outstanding from time to time.

/ Robert S. McNamara
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THANKS YOUR ONE TO THREE PRIMO PARTICIPATION CLARIFICATIONS BETTER
PRESUMED CLEARED HOWEVER REQUIRE EXAMPLE DETAILED NEW POSSIBLE
LOAN SAY DOLLARS TWENTY PRESENT INTEREST RATE 12 14 YEARS TWO

YEARS GRACE APPLICATION FORMULA REASONABLE ASSUMPTION BANK DISBURSEME
~ENTS AGAINST WITHDRAWAL APPLICATIONS AT WHICH TIME WHAT WOULD BE

CONTRAL BANK - REMITTANCES BASED ON MATURITIES FRESUMABLY COULD WE
ASSUME MINIMAL AMOUNT THESE REMITTANCES OVER X NUMBER YEARS STOP
HOW DO WE COVER OR OFFSET OUR FIVE TO TEN PERCENT SHARE HNOT
COVERED PARTICIPATION AGREEMENT THIS FOR FUTURE LOANS STOP FOR
CURRENT FY 75 HOW THIS OUGHT T0 BE WORKED OUT AND WHAT ABOUT ADBI
OF WHICH WOULD LIKE KWOW AMOUNT DISBURSED STOP PLEASE REPLY AT
LENGTH SPECIFICALLY AND WITH NUMBERS STOP MINOR POINTS TEXT

PARTICIPATION AGREEMENT REFERS GENERAL CONDITIONS DATE 31 JANUARY

KRZEX 1965 NO MORE RECENT DATE AND ALSO REFERS PARTICIPATION
CERTIFICATES SERIES G4 WHILE HAVE SPECIMENT GB ANY DIFFERENCE

i

~SECUNDO THIRD WINDOY PRESENT TOTAL TARGET 250 FOR 500 SUBSIDISED

LOANS AEAINSI INITIAL TARGET 500 ANE 1000 RESPECTIVELY RIGHT OR
WRONG STOP TERMS THREE EXCE?TIO&S COULD BE REIMBURSABLE LOANS ON
SOFT RATES RIGHT OR WRONG STOP TELEX TO DAY FOR PROMISE NOTE MEHRAMN
ON BOTH QUESTIONS FOR SATURDAY PLEASE BRIEF MANAGEMENT

REGARDS
LUSIGNAM
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Sriram Aiyer, Acting Division Chief, EMELA CPlA

SUBJECT:  EGYPT - Dr. El Ghandour's Meeting with Mr. McNamara

i On October 23, 1975, Mr. McNamara received Dr. Ahmed E1 Ghandour,
Egypt's Deputy Minister of Economy and Economic Cooperation. The meeting
was attended by Dr. Adly Abdel Meguid, Economic Minister, Egyptian Commercial
and Economic Office, New York, Mr. Adl E1 Garhy, Economic Counsellcr,

Egyptian Embassy, Dr. Al-Atrash, Executive Director, and the writer. This

memorandum summarizes the discussion:

2, Dr. E1 Ghandour exﬁressed appreciation for Mr. McNamara's efforts
towards development of Egypt, other countries in the Middle East andé of
LDC's in other parts of the world. He stressed Egypt's commitment tc
follow the "open door" policy, evidenced in part by President Sadat's
visit to the US and other Western Countries; the need for rehabilitating
and expanding infrastructure to facilitate development and the flcw
private capital and hence the draft 1976-80 Plans' emphasis on infra-
structure, even though such projects would te slewer in yielding ecin:o~i:

returns than directly productive projects; the need to remedy the talarc: of

.

|5

payments; the fact that the present bureaucrati:z structure was toc

scme Lo cope with the transition that Egypt was going through and that -
Government was trying to create new institutions parallel with existin
ones, ultimately to replace the present set-up; and the importance
assistance in project preparation,ecvaluation and implementation. At

Dr. Al-Atrash's suggestion, he reminded Mr. McMamara of Egypt's interest
in having a Resident Mission in Cairo to help Eaypt accomplish its develop-

ment objectives, to help in preparing projects, and in assisting with

organizational requirements to achieve the Government's objectives.

]
£
)
i
ot

Fe Mr. McNamara responded that the quarterly eccnomic missions reg
by the Government would report to the Bank and to potential denors on 3
of the economy, including the Plans, and he doubted if Resident stari woul
be able te do more. As for assistance on projects for Bank/IDA financing
he felt that besides the budgetary implications, in view of the wvaricty cf
expertise required, this would be better provided from Washington and that
a small resident mission would not be able to service the range of nceds.
He suggested, however, that the Region discuss in detail the Covernment'

suggestions on the possible arcas of activity and follow up the matter,

including any need for organizational assistance, as was provided tor

Venezuela; he suggested that this be discussed with Mr, Kearns.



FILES - B ) October 24, 1975

4 Mr. McNamara also mentioned to Dr. El Ghandour the desirability of
officials of Egypt, a recipient of IDA funds, making clear to officials of
capital surplus countries the importance of an adequate Fifth IDA Replenishment.

5. In response to Dr. El Ghandour's inquiry about the Third Window
facility, Mr. McNamara explained that it was small, not yet effective, and

that no attempts have been made as yet to determine country allccations.

ce: Messrs. Wapenhans, Paijmans, Dubey, Asfour (o/r), Kearns, Burmester ()

MSAiyer:hj/mh
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October 24, 1275

Mr. Knapp:

Third Window

One loose end is the gquestlon of disbursement azrrangements under
IBRD/TW blends. If we follow the IBRD/IDA precedent, the concessionary
fimds will be disbursed first. DBut that would make heavier calls on the
Subsidy Fund, and would he inconsistent wilth the position we have taken
on program loans.

Do we intend to have any IDA/TW blends? If so, the reverse
would apply, i.e. disbursement of the TW loan would be delayed until after
the IDA credit had been fully disbursed.

Given equal amounts of TW loans in the two kinds of blend, end
assuming similar disbursement patterns, the two effects would offant
sach other. llowever, since these conditions cannot be assumed In advance,
I am ineclined to think that in blend operations the two sources of funds
should be disbursed pro rata. '

Vhatever we declde, a note on this point should be added to the
Board paper, and pernaps mentioned at todays meeting.

Raymond J. Goodman

ce: Mr. Wurick



Mr. U. K. Ghothal October 24, 1975
Raymond J. Geoodman

Board Memorandum on Third Window

I have sent in to Mr. McNamara a draft of the board paper on this
subject marked up as in the attached copy [except that the latter does
not contain the new para. 16]. Mr. McNamara will not be in until after
lunch, so I am taking the chance of having the memorandum typed in final
on the assumption that he will clear it by early afternoon. He has not
changed earlier versions and I doubt that he will want to change this
one,

Would you please advise my secretary how the front page should be
set up?

RIG:1gf
attachment
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October 2k, 1975

Mr. McNamara,

f

Re: Operationa® Third Window
T4\

Messrs. Knapp, Nurick and I met yesterday afternocon with the
Executive Directors representing contributors to the interest subsidy
fund. Only two significant points were raised (on program lending,
and on the interest rate to be paid by the Bank on its borrowings
from the subsidy fund). On both these points there was a split among
the directors present, but we agreed to accommodate the views expressed
in the final draft. _ 2 X

_ O |7 %
Immediately after the meeting the three of us sZy/éown and agreed
the changes which you will see marked on the attached draft.

The draft itself is the one you cleared 'last week for circulation to
the Executive Directors concerned.

If we can circulate the memorandum today, it could be placed
on the board agenda for November 11, by which time we expect to have
sufficient funds in hand to permit Third Window operatiocns to begin.

May I have your clearance please?

i

i mond J. Goodman
ATTACHMENT
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FROM:

SUBJECT:

(N TERNATIONAL BAWK FOR l JIRHNA | TUNAL FINANGCE

ANBOCIATION “ | RECONSTRUCTION AND DEVELOPMEN | CORPORAT | ON
OFFICE MEMORANDUM
See Distributio DATE: October 17, 1975

Ernest Stern% , South Asia Region

Terms of Third Window Loans < ' M

You may be interested in the attached draft. It has been discussed
and will be issued shortly with only minor changes.

Since a number of procedural steps still need to be completed, we can
assume that Third Window financing will not be available_befoxe the

third quarter. Tentative allocation figures will be available shortly.
hﬁ

Distribution:
Mr. Diamond, Director, ASA
Mr. van der Meer, Director, ASP
ASA Division Chiefs

Attachment
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OFFICE MEMORANDUM

Operational Vice Presidents DATE: October 16, 1975

sl
.1_ s,
if X

i

J. Burke Knapp

Terms of Third Window Loans
N

I would appreciate meeting with you tomorrow at 11 %30 ‘a.m.
to review the attached draft paper to go to the Board in the near
future, setting forth more detailed recommendations than previously,
regarding the terms of Third Window loans and the modus operandi of
the Third Windew Subsidy Fund. Before going to the Board with this
paper we plan to discuss it with the group of Executive Directors
representing the donor countries. In view of the progress being
made in putting together the minimum $100 million for the Subsidy
Fund, it has mow become urgent to consult with the donors and 1 hope
to circulate the attached paper to them by tomorrow afternoon.

Attachment

> 4 545
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DRAFT BOARD PAPER
October 15, 1975

From: The President

« OPERATION OF THIRD WINDOW

1 Before any Third Window loans are made it is necessary to decide
the terms and conditions of such loans and a number of other matters
affecting the operation of the new facility.  This memorandum puts forward
recommendations on these matters for the consideration of the Executive
Directors.

Present Status of Third Window

Z. The Resolution establishing an Interest Subsidy Fund for the

Third Window (Resolution No.  adopted on July 29, 1975) provides in
Section G that the new facility shall become operative and the contributions
payable, on the date when contributions or formal potification of intended
contributions shall have been received by the Bank in an amount not less
'15EE??BE‘EEETszEEE'EFTﬁEJﬁﬁ’ETIfEEE As of October 16, 1975 contributions
totalling $50 million had been received from Abu Dhabi ($5 willion),

Saudi ArdBPTE—tSZ> ITllion), and the Netherlands ($20 million). Formal
notification of their intention to make contributions had been received

from Canada ($20 million) and the United Kingdom ($10 million) bringing to
$80 million the total of confirmed contributions. Pledges of an additicnal
$47 million equivalent have been made by Australia, Denmark, Kuwait, Norway,
Qatar and Venezuela subject to parliamentary approval or other action. It B
is expected that the contribution of Kuwait ($20 million) will have been
confirmed within the next few weeks and thus permit the Third Window opera-
tions to begin.

3. The contributions have been and will be invested as received. The
earnings on these investments will be paid to the Interest Subsidy Fund and
will be counted towards the minimum $100 million of contributions required
for effectiveness.

Terms of Third Window Loans

4. - "Because of the concessionary nature of Third Window loams it is
proposed that they be made to member governments and that the terms of the
loans be the same for all borrowers, following the precedent cf IDA. A grace
period of seven yecars and a rinal maturity of aEErogimg;glx 20 _Yyears, both
somewhat ToOnNger Than Che average for Bank loans (22 years including 35 years
of grace) are recommended. In cases where the ultimate beneficiary of the
loan is not the government, the proceeds would normally be on-lent at the
interest rates appropriate for the project, again following the IDA precedent.

5. Interest on Third Window loans would be set at a rate four percentage

pg}g;imlgggr than the current Interest rate thﬁLandﬂrawBank_iggn&.and would
be charged on the outstanding balance. Given the current rate of 8% per annum,
the interest rate on Third Window loans would thus be 4%%. The remaining 4% of

interest would be paid to the Bank on the borrowers' behalf from the Interest




Subsidy Fund. In the event that the Interest Subsidy Fund should prove
insufficient to provide the full subsidy to the end of the amortization
period, the borrower would be obligated under the loan agreement to make
up the difference in the final payment or payments.

6. To ensure equal treatment of all borrowers in the event of a
shortfall in the Interest Subsidy Fund, all Third Window loans would have ,2
the same final payment date. The first loan would have a term of 25 years,

but the term of leans approved thereafter would become somewhat shorter;

the grace period in all cases would be 7 years.

P2 In other respects the terms of Third Window loans would be the

same as those of standard Bank loans. Thus, the amortization schedule

would provide for equal semi-annual payments of interest and prinecipal by

the borrower. There would be the usual commitment charge of 3/4 of

1 percent.

Purposes of Third Window Loans

8. Although the terms of all Third Window loans would be the same,
the amount of subsidy required by loans of a given size would depend upon
the rate at which they were disbursed. Loans that disburse quickly would
make a heavier call on the Subsidy Fund than those that disburse more
normally because the subsidy would become payable in larger amounts from

an earlier date., The difference is most marked in comparing program loans,
which typically disburse in less than two vears and often in a few monthe,
and project loans which have a typical disbursement "profile" of up to

10 years. Assuming a two-year disbursement period a typical pregram loan
would require subsidy payments 50% higher on a present value basis than a
typical project loan. To ensure more equal treatment among countries
borrowing from the Third Window, a means would have to be found of compen-
sating for this difference. One way of doing so would be to make program
loans for a shorter term than project loans, (a typical program loan of

15 years with 4 years of grace would use up as much subsidy as a typical
project loan on the terms proposed above) but to do so would seem inconsistent
with the concessionary nature of the Third Window facility. Accordingly, it

is proposed to confine Third Window loans to the financinE of projects, and to
leave program lending to be handled in appropriate cases by the Bank or IDA.

9. In my memorandum of July 15, 1975, on the Third Window, it was
estimated (R75-161, paragraphs 8 and 9) that contributions in the amount of
$114 million - the amount then believed to be in sight - would be sufficient
to finance about $500 million of. Third Window leoans. This calculation was
based on the assumption that 10 percent of the loans would be program loans
with full Third Window grace pericds and amortization. Restricting Third
Window loans to the financing of projects would increase this figure to

$525 million. The $127 million of contributions pledged so far would permit
Third Window loan commitments of approximately $586 million.



Currency Used for Investments and Disbursements

105 The question arises whether the currencies received by the Tund
should be converted and invested in cne or more currencies and whether
the disbursements on Third Window loans sheould be made in one or more
currencies. It is concluded that both investment and disbursement should
be in a single currency and that the currency should be dollars.

11l If the assets of the Fund are held in a mix of currencies
different from that corresponding to disbursed Third Window loans, the
value of the assets of the Fund may vary in relation to the obligation
of the Fund to pay interest on Third Window loans., Thus, the Fund will
bear an exchange risk which could ultimately lead to a shortfall in the
assets of the Fund due to an unfavorable movement of exchange rates and
this shortfall would have to be borne by the borrowers. This risk would
be avoided by matching the currencies in which the assets of the Fund are
held with the currencies disbursed on Third Window loans; as a practical
matter, this is most easily done by using only one currency for the
‘purpose., The most suitable currency would be the dollar because

(a) investment opportunities and liquidity are at present greatest in
the U.S. market, which will help to maximize the return on the Bank's
investments; and (b} the majority of centributions to the Interest
‘Subsidy Fund are likely to be in dollars.

Treatment of Contributions

12 Under the terms of the Resolution (Section D (d)) the present
value of contributions is to be determined by the Administrator as of the
date of notification. Contributions received after the due date for pay-
ment (the 90th day after the Third Window becames operative) would be
discounted at 8%%, the assumed yield on the Fund's investments (see
paragraph 14 below), unless the contributors concerned agreed to pay
interest at that rate. As indicated above (paragraph 3), centributions
made before the due date will earn interest which will be credited to the
Interest Subsidy Fund upon effectiveness and taken into account in deter—
mining when the minimum level of contributicons is reached. In the event
that the Third Window does not become operative, these earnings will be
returned to the contributors together with their contributions.

r

Investment Policy

13, In order to minimize the risk of a possible shortfall in the
Interest Subsidy Fund, which would require borrowers to pay the full Bank
interest rate on Third Window loans at some future date, it will be Important
to establish as accurately as possible the amount of interest that the Fund
is likely to earn on its investments during its 1ife. This could be accom-
plished in part by investing the assets of the Fund in long term bonds at
fixed rates of interest. BHowever, even if that were done, the future return
on reinvestment of the Fund's earnings could not be exactly determined and
could greatly influence the amount available for subsidy. To minimize the
risk of borrowers having to pay the full Bank interest rate on their loans



at some future time, the Bank would have to be comservative in determining
the amount of Third Wirfildow commitments it could make.

“14. An alternative, which would eliminate the uncertainty as to the
rate of return on the Fund's investments, would be for the Bank to borrow
the assets of the Interest Subsidy Tund, pay the Fund interest at a fixed
rate on the outstanding balance held by the Bank, and repay the Subsidy
Fund in the amounts required to meet the Fund's obligations. From the
point of view of the Bank, borrowing the assets of the Subsidy Fund would
have the advantage of reducing by a corresponding amount the funds it would
otherwise have to borrow in the capital market to finance Third Window loans.
An appropriate interest rate on the Bank's borrowings from the Subsidy Fund
would be 8%4%%, which is slightly below the average cost of Bank borrowings,
weighted by amount and maturity, during the current fiscal year to date
(8.50%). In exchange for a somewhat lower return than it might obtain at
this time by investing its assets in the market, the Subsidy Fund would be
guaranteed an 8%% return throughout its life.

15. Under the foregoing arrangements the Subsidy Fund would be
relieved of exchange risk (see paragraph 11 above), it would know exactly
what its interest return would be (see paragraph 14 above) and the only
remaining element of uncertainty would be variations in the rate of dis-
bursement on project loans. As the Bank proceeds to make Third Window
commitments, it would set aside subsidy funds in an amcunt indicated tec be
required by the expected disbursement pattern of each loan, and would

" continue making commitments until the amounts so set aside equalled the
total estimated to be available in the Subsidy Fund. In these circumstances
an eventual call upon borrowers to pay more than 4%7% on Third Window loans
would arise only if the actual disbursement rate of Third Window loans
~proved to be faster than the original estimates.

Summary of Principal Recommendations

5 I recommend that:

(a) Third Window loans be made on essentially the
same terms to all borrowers, with interest at
4 points below the Bank's standard rate, a
grace period of 7 years and a final maturity
of approximately 25 years. In other respects ‘
the terms would be the same as those of standard
Bank loans,

(b) Third Window loans be used to finance only

EI‘D iECtS i

(c) The assets of the Interest Subsidy Tund be
borrowed by the Bank which would pay interest
at 8%% on the balance outstanding from time
to time,

RIJGoodman
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SRIMO FOLLOWING MEETING WITH MEHRAN EYE WOULD LIKE RECEIVE SOONEST

LIST WITH AMOUNTS CONTRIBUTORS THIRD WINDGW AND INFORMATION WAYS
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TO:
FROM:

SUBJECT:

INTERNATIONAL DEVELOP T INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELCPMENT | CORPORATION

OFFICE MEMORANDUM

Operational Vice Presidents DATEY October 16, 1975
I Bur Knapp A

N r ¥ .
Terms of Third Aﬁndob\Loans A { ) Uf 33 yn free

- f‘

I would appreciate meeting with you tomaf?ggfg; 11530 a.m.
to review the attached draft paper to go to the Board in the near
future, setting forth more detailed recommendations than /previously,
regarding the terms of Third Window loans and the modus pperandi of
the Third Window Subsidy Fund. Before going to the Board with this
paper we plan to discuss it with the group of Executive/ Directors
representing the donor countries. In view of the progress being
made in putting together the minimum $100 million for the Subsidy
Fund, it has now become urgent to consult with the donors and 1 hope
to circulate the attached paper to them by tomorrow aftermoon.

Attachment
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DRAFT BOARD PAPER
October 15, 1975

From: The President

OPERATION OF THIRD WINDOW

1. Before any Third Window loans are made it is necessary to decide
the terms and conditions of such loans and a number of other matters
affecting the operation of the new facility. This memorandum puts forward
recommendations on these matters for the consideration of the Executive
Directors.

Present Status of Third Window

2, The Resolution establishing an Interest Subsidy Fund for the
Third Window (Resolution No. __ adopted on July 29, 1975) provides in
Section G that the new facility shall become operative and the contributions
payable, on the date when contributions or formal notification of intended
contributions shall have been received by the Bank in an amount not less
than the equivalent of US$100 million. As of October 16, 1975 contributions
totalling $50 million had been received from Abu Dhabi ($5 million),

Saudi Arabia ($25 million), and the Netherlands ($20 million). Formal
notification of their intention to make contributions had been received

from Canada ($20 million) and the United Kingdom ($10 million) bringing to
$80 million the total of confirmed contributions. Pledges of an additional
$47 million equivalent have been made by Australia, Denmark, Kuwait, Norway,
Qatar and Venezuela subject to parliamentary approval or other action. It i
is expected that the contribution of Kuwait ($20 million) will have been
confirmed within the next few weeks and thus permit the Third Window opera-
tions to begin. :

B The contributions have been and will be invested as received. The
earnings on these investments will be paid to the Interest Subsidy Fund and
will be counted towards the minimum $100 million of contributions required
for effectiveness,

Terms of Third Window Loans

4. Because of the concessionary nature of Third Window loans it is
proposed that they be made to member governments and that the terms of the
loans be the same for all borrowers, following the precedent of IDA. A grace
period of seven years and a final maturity of approximately 25 years, both
somewhat longer than the average for Bank loans (22 years including 3% years
of grace) are recommended. In cases where the ultimate beneficiary of the
loan is not the government, the proceeds would normally be on-lent at the
interest rates appropriate for the project, again following the IDA precedent.

L Interest on Third Window loans would be set at a rate four percentage
points lower than the current interest rate on standard Bank loans and would
be charged on the outstanding balance. Given the current rate of 8%7% per annum,
the interest rate on Third Window loans would thus be 4%%. The remaining 47 of
interest would be paid to the Bank on the borrowers' behalf from the Interest



Subsidy Fund. 1In the event that the Interest Subsidy Fund should prove
insufficient to provide the full subsidy to the end of the amortization
period, the borrower would be obligated under the loan agreement to make
up the difference in the final payment or payments.

6. To ensure equal treatment of all borrowers in the event of a
shortfall in the Interest Subsidy Fund, all Third Window loans would have
the same final payment date. The first loan would have a term of 25 years,
but the term of loans approved thereafter would become somewhat shorter;
the grace period in all cases would be 7 years.

i In other respects the terms of Third Window loans would be the
same as those of standard Bank loans. Thus, the amortization schedule
would provide for equal semi-annual payments of interest and principal by
the borrower. There would be the usual commitment charge of 3/4 of

1 percent.

Purposes of Third Window Loans

8. Although the terms of all Third Window loans would be the same,

the amount of subsidy required by loans of a given size would depend upon

the rate at which they were disbursed. Loans that disburse quickly would

make a heavier call on the Subsidy Fund than those that disburse more

normally because the subsidy would become payable in larger amounts from

an earlier date., The difference is most marked in comparing program loans,
which 'typically disburse in less than two years and often in a few months,

and project loans which have a typical disbursement "profile" of up to

10 years. Assuming a two-year disbursement period a typical program loan
would require subsidy payments 50% higher on a present value basis than a
typical project loan. To ensure more equal treatment among countries
borrowing from the Third Window, a means would have to be found of compen-
sating for this difference. One way of doing so would be to make program
loans for a shorter term than project loans, (a typical program loan of

15 years with 4 years of grace would use up as much subsidy as a typical
project loan on the terms proposed above) but to do so would seem inconsistent
with the concessionary nature of the Third Window facility. Accordingly, it
is proposed to confine Third Window loans to the financing of projects, and to
leave program lending to be handled in appropriate cases by the Bank or IDA.

9. In my memorandum of July 15, 1975, on the Third Window, it was
estimated (R75-161, paragraphs 8 and 9) that contributions in the amount of
$114 million - the amount then believed to be in sight — would be sufficient
to finance about $500 million of Third Window loans. This calculation was
based on the assumption that 10 percent of the loans would be program loans
with full Third Window grace periods and amortization. Restricting Third
Window loans to the financing of projects would increase this figure to

$525 million. The $127 million of contributions pledged so far would permit
Third Window loan commitments of approximately $586 million.



Currency Used for Investments and Disbursements

10. The question arises whether the currencies received by the Fund
should be converted and invested in one or more currencies and whether
the disbursements on Third Window loans should be made in one or more
currencies. It is concluded that both investment and disbursement should
be in a single currency and that the currency should be dollars.

11. If the assets of the Fund are held in a mix of currencies
different from that corresponding to disbursed Third Window loans, the
value of the assets of the Fund may vary in relation to the obligation
of the Fund to pay interest on Third Window loans. Thus, the Fund will
bear an exchange risk which could ultimately lead to a shortfall in the
assets of the Fund due to an unfavorable movement of exchange rates and
this shortfall would have to be borne by the borrowers. This risk would
be avoided by matching the currencies in which the assets of the Fund are
held with the currencies disbursed on Third Window loans; as a practical
matter, this is most easily done by using only one currency for the
purpose., The most suitable currency would be the dollar because

(a) investment opportunities and liquidity are at present greatest in
the U.S. market, which will help to maximize the return on the Bank's
investments; and (b) the majority of contributions to the Interest
Subgidy Fund are Iikely to be in ‘dollars.

Treatment of Contributions

12i. Under the terms of the Resolution (Section D (d)) the present
value of contributions is to be determined by the Administrator as of the
date of notification. Contributions received after the due date for pay-
ment (the 90th day after the Third Window becames operative) would be
discounted at 8%7%, the assumed yield on the Fund's investments (see
paragraph 14 below), unless the contributors concerned agreed to pay
interest at that rate. As indicated above (paragraph 3), contributions
made before the due date will earn interest which will be credited to the
Interest Subsidy Fund upon effectiveness and taken into account in deter-
mining when the minimum level of contributions is reached. In the event
that the Third Window does not become operative, these earnings will be
returned to the contributors together with their contributions.

Investment Policy

13. In order to minimize the risk of a possible shortfall in the
Interest Subsidy Fund, which would require borrowers to pay the full Bank
interest rate on Third Window loans at some future date, it will be important
to establish as accurately as possible the amount of interest that the Fund
is likely to earn on its investments during its life. This could be accom-
plished in part by investing the assets of the Fund in long term bonds at
fixed rates of interest. However, even if that were done, the future return
on reinvestment of the Fund's earnings could not be exactly determined and
could greatly iniluence the amount available for subsidy. To minimize the
risk of borrowers having to pay the full Bank interest rate on their loans



at some future time, the Bank would have to be comservative in determining
the amount of Third Window commitments it could make. g : )

14. An alternative, which would eliminate the uncertainty as to the
rate of return on the Fund's investments, would be for the Bank to borrow
the assets of the Interest Subsidy Fund, pay the Fund interest at a fixed
rate on the outstanding balance held by the Bank, and repay the Subsidy
Fund in the amounts required to meet the Fund's obligations. From the
point of view of the Bank, borrowing the assets of the Subsidy Fund would
have the advantage of reducing by a corresponding amount the funds it would
otherwise have to borrow in the capital market to finance Third Window loans.
An appropriate interest rate on the Bank's borrowings from the Subsidy Fund
would be 8%%Z, which is slightly below the average cost of Bank borrowings,
weighted by amcunt and maturity, during the current fiscal year to date
(8.50%). In exchange for a somewhat lower return than it might obtain at
this time by investing its assets in the market, the Subsidy Fund would be
guaranteed an 8%% return throughout its life.

15 Under the foregoing arrangements the Subsidy Fund would be
relieved of exchange risk (see paragraph 11 above), it would know exactly
what its interest return would be (see paragraph 14 above) and the only
remaining element of uncertainty would be variations in the rate of dis-
bursement on project loans. As the Bank proceeds to make Third Window
coumitments, it would ‘set aside subsidy funds in an amount indicated to be
required by the expected disbursement pattern of each loan, and would
continue making commitments until the amounts so set aside equalled the
total estimated to be available in the Subsidy Fund. In these circumstances
an eventual call upon borrowers to pay more than 4%% on Third Window loans
would arise only if the actual disbursement rate of Third Window loans
proved to be faster than the original estimates.

Summary of Principal Recommendations

16. 1 recommend that:

(a) Third Window loans be made on essentially the
same terms to all borrowers, with interest at
4 points below the Bank's standard rate, a
grace period of 7 years and a final maturity
of approximately 25 years. In other respects
the terms would be the same as those of standard
Bank loans;

(b) Third Window loans be used to finance only
projects;

(c) The assets of the Interest Subsidy Fund be
borrowed by the Bank which would pay interest
at 84%% on the balance outstanding from time
to time.

RIGoodman



Mr. Robert S. McNamara October 15, 1975

J. Burke Knapp

Operation of Third Window

Please find attached a draft paper to go to the Board, defining,
in much more detail than has been done before, the proposed terms and
conditions of Third Window loans and the proposals for investing and
operating the Third Window Subsidy Fund.

The proposals are based upon the principles contained in an
earlier memorandum to you from Mr. Cargill which you approved.

It has now become a matter of urgency to put this paper first
to the donor groupl/ and then to the Board as a whole. I understand that
it had been planned to await Peter Cargill's return before moving with
the donor group, but I would now suggest that such a meeting be held as
gsoon as possible at the level of the Executive Directors representing
the countries concerned. If you do not want to chair such a meeting i 2
would be glad to undertake it.

I would also want to discuss this paper after it has your

comments and approval, with the Regional Vice Presidents. Messrs. Nurick,
Goodman and T will be available to you if you have any questions on it.

1/ Australia, Canada, Denmark, Kuwait, Netherlands,
Qatar, Norway, Saudi Arabia, U.E. and Venezuelaw

At tachment

ce: Mr. Goodman
Mr. Nurick

¢ -z..\
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Mr. Robert S. MchHamara
Oectober I5, 1975
Mr. J. Burke Knapp o &

Raymond J. Goodman
Third Window: United Arab Emirates

A cable has just been received from the expatriate adviser to
the Finance Ministry, Abu Dhabi, saving he now has asuthority to pay the
UAE contribution of US55 million to the Third Window and asking for the
name of our account. Assuming that the Fuwaiti contribution of $20 miliion
is confirmed shortly, this gives us the $I00 million we need to make the
Third Window operative.

I am informing Mr. Cargill.

ce: Mr. Adler
Mr. Chang
Mr. Nurick
Mr. Rotberg

RIGoodman/ple
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A

WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM

TO: Files DATE: October 15, 1975

——

FROM: Masaya Hattorj@’—

SUBJECT: Conversation with Mr. Bruce Cheek

L Mr. Cheek said both the Australian Treasury and Aid people told
him the parlismentary crisis is gquite serious, and a change of government
cannot be ruled out. He would get a better reading over the weekend.

2 He said the Aid people were sending him excerpts of the speeches
made on aid indicating that even with a government change, continuity
would be assured in Australian aid commitment (Papua New Guinea and World
Bank Group).

B If the Government does survive the crisis, and the budget is
approved, Third Window notification ($5.2 million) could come in the second
half of November (rather than Mr. Cheek's original reading of early November).

i, Australia will be represented at the IDA-5 Paris meeting. Both
Treasury and Aid were pleased that contacts would be established with Mr. Rye
of the Australian Embassy in Washington.

5 Aid questioned the IDA-5 $2.5 billion figure for OECD countries;
they think if it were only to allow for inflation, the figure should be
$2.2 billion.

cc: Messrs. Goodman, Adler, Diamond,
Gabriel (o.r.), Rotberg,
Vibert, Wood, Nurick

MHattori:ed



Form No, 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE
TO: MR. I.P.M. CARGILL DATE: OCTOBEE 153 1975 M

KANDARA PALACE HOTEL
. CLASS OF
JEDDAH SERVICE:

Ext.3606
COUNTRY: SAUDI ARABIA

TEXT:
Cable No.: ALPHA CABLE DATED TODAY RECEIVED FROM BUTTER IN ABU DHABI SAYING ROOMS

BOOKED FOR YOU GABRIEL AND EL FISHAWY FROM TWENTYFIRST TO TWENTYTHIRD
OCTOBER STOP NAME OF HOTEL NOT MENTIONED BETA HE ALSO HAS RECEIVED
AUTHORITY TO PAY UAE CONTRIBUTION OF FIVE MILLION TO THIRD WINDOW STOP
ASSUMING KUWAITI CONTRIBUTION CONFIRMED SOON THIS WOULD PUT US OVER TOP
BUT QATAR CONTRIBUTION WOULD BE USEFUL BACKSTOP IN VIEW AUSTRALIAN
CABINET CRISIS AND PROBABLE DELAYS AMONG OTHER CONTRIBUTORS STOP GAMMA
ASSUME YOU WILL PROCEED TO OSLO VIA LONDON OCTOBER TWENTYFIRST AS
PRESENTLY PLANNED BUT YOU MAY WISH ASK GABRIEL AND/OR EL FISHAWY TO
VISIT ABU DHABI STOP PLEASE INFORM BUTTER DIRECTLY YOUR INTENTIONS STOP
DELTA CHRISTOFFERSEN LEAVING FOR COPENHAGEN SUNDAY WILL MEET YOU OSLO
WEDNESDAY TWENTYTWO CARRYING DRAFTS OF BANK CAPITAL PAPER COMMA SYNOPSIS

OF PAPER FOR DEPUTIES AND OTHER DOCUMENTS REGARDS

GOODMAN

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME R.J. Goodman ce: Mr. Chang

Mr. Christoffersen

DEPT. Office of \ Fi e

SIGNATURE

(SIGNATUR@)}IN IVIDUAL WZED TO APPROVE)

REFEREMCE: RJGDOdmaIl/p For Use By Communications Section p———

N
ORIGINAL (File Copy) %j/

(IMPORTANT: Sees Secretaries Guide for preparing form) Checked for Dispatch: e
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INTERNATIONAL DEVELOP T INTERNATIONAL BANK FOR | " INTERNATIONAL FINANCE _ |/ .
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT | ON 1816 14

OFFICE_MEMORANDUM 7747 seiin

TO: Mr. I. P. N. Cargill DATE: 15 October, 1975

FROM: R, A. Browning

SUBJECT: Third Window Subsidy Fund

I understand that durina your discussion on 3 September
with the contributors to this Fund you made several suagestions as
to how the funds might be managed. In particular, you said that
they could either be invested in the market or lent to the IBRD
against payment of interest equivalent to the market rate and that
the management were inclined to favour the second course. You asked
those present to let you have their views on this question in due course.

I am asked by my authorities to say that they also prefer your
second course. They feel it important, however, that there should be a
regular adjustment of rates to be fair both to the IBRD and to the
subsidy fund. This would imply placing the funds with the Bank at a
variety of maturity dates (say three, six or twelve months or even longer)
and then rolling them over for similar periods at interest rates correspond-
ing to current market rates, until they are used.



TO:

FROM:

SUBJECT.:

INTERNATIONAL DEVELOPMENT ! INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT jgm:omﬂom
— " L
Files DATE: October 14, 1975

Raymond J. Goodman

Third Window — Switzérland

Mr. Hentsch telephoned me today to say that the Government's
message to the Swiss Parliament on the question of a Swiss contribution
to the Third Window would be going forward tomorrow. The relevant
commission of the Lower House would be taking it up on November 4 and
the corresponding commission of the Upper House on November 17. The
two chambers would be considering, and hopefully approving, the proposal
in December, probably before Christmas.

I gave Mr. Hentsch the latest information on contributions and
agreed that if there were any more news before November 4 - for example
on the Kuwaiti contribution - I would let him know.

cc: Mr. Adler
Mr. Rotberg
Mr. Chang
Mr. Nurick
Mr. Hattori

RJGoodman/ple



TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMINT | INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE

ASSOCIATION | RECONSTRUCTION AND DEVELOPMENT | CORPORAT I ON
2 Yy 7 07 Va
%:jj ___.,/:,..,n_'{// L. /

OFFICE MEMORANDUM v sz 20 semppeces

Messrs. Rober 4 McNa?:ra and J. Burke Knapp DATE: October 14, 1975

Raymond J. Goodman

Third Window: Kuwait

Mr. Cargill mentioned on the telephone yesterday that the Kuwaiti
Parliament would reconvene on October 28 and that the question of a
contribution to IDA would be one of its first items of business. He did
not estimate when final confirmation might be forthcoming, but this could
well be in the early days of November.

Confirmation of the Kuwaiti contribution would still leave us
$5 million short of the minimum level of $100 required before operations
can begin, less any interest earned on the cash contributions now in hand.
I am going through the remaining pledges to see whether we can get at
least one of them confirmed without delay.

cc: Messrs. Adler
Gabriel (o.r.)
Hattori
Nurick
Rotberg

RJGoodman/r£



Messrs. Robert 8. McNamara and J. Burke Knapp October 14, 1975
Raymond J. Goodman

Third Window: Kuwait

Mr. Cargill mentioned on the telephone yesterday that the Kuwaiti
Parlisment would reconvene on October 28 and that the question of a
contribution to IDA would be one of its first items of business. He did
not estimate when final confirmation might be forthcoming, but this could
well be in the early days of November.

Confirmation of the Kuwaiti contribution would still leave us
$5 million short of the minimum level of $100 required before operations
can begin, less any interest earned on the cash contributions now in hand.
I am going through the remaining pledges to see whether we can get at
least one of them confirmed without delay.

cct: Messrs. Adler
Gabriel (o.r.)
Hattori
Nurick
Rotberg

RJGoodman/rf




TO:

FROM:

SUBJECT:

WORLL  NK / INTERNATIONAL FINANCE CORPORATIC

OFFICE MEMORANDUM

Mr. J. Burke Knapp DATL:

THITLY v 2P

S September 26, 1975
bk\ np o
John H. Adler, Director, P &€ B ‘!~ f_f

Third Window Lending Program

1. Before Mr. McNamara left, he asked us to develop a Lending Program

for the Third Window. The attached table gives our proposal. The table

shows the currently approved IBRD and |DA Country Lending Programs (by project)
and our proposal for IBRD, IDA, and Third Window Country Lending Programs

with allocation of about $500 millign Third Window funds. The specific Third
Window proposal is for 21 projects— totalling $491 million and is almost
identical to the one we sent you on August 29, 1975. That proposal was
developed after considering the Regional proposals of mid-August for Third
Window projects and the DPS comments on the P & B proposed Third Window
allocation of July 28, 1975.

24 The only significant differences between our August 29 Third Window
proposal and the current one are (1) $3.0 million has been allocated to the
Caribbean Development Bank as proposed by the Region, (2) the amount for

Ivory Coast has increased from $15.0 miflion to 518.0 million with the slipning
of the Water Supply project to FY77 and its replacement with a DFC project,

and (3) the amount for Egypt has decreased from $50 million to $37 million
because of a reduction in the amount of the project proposed for Third Window
financing (we have not compensated tor this reduction because of the relarively
large |DA increase approved for Egypt) .

3. 0f the 21 Third Window projects proposed, 11 are in the currently
approved |BRD program, and 8 are in the |DA program. Two projects, Kenya -
Tourism and Pakistan - Urbanization have been added. All projects with Third
Window funds are scheduied after November | except for Mauritius - DFC schedulec
for October 21,

b, We should keep in mind that we now have 'commitments' for $125 million
in Third Window contributions. This amount would imply Third Window loans of
about $600 million. | believe, however, that we should delay increasing the
amount of Third Window funds programmed until we have formal notification for
the full $125 million. In some cases, formal notification must await
legislative approval.

a/ The number of Third Window projects depends on how we count "blend projiects
involving Third Window funds. We have counted the & IBRD/Third Window
plends'' as IBRD projects and the 4 IDA/Third Window ''blends'' as Third Window
projects in line with the previously established convention of counting
IBRD/ IDA '"'blends' as IBRD projects.

Attachment
cc: Mr. Cargill/Mr. Goodman

Wiwlewis:ajw
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Mr. J. Burke Knapp : September 25, 1976

S. Shahid Husain

Proposed Eastern Africa FY76 Lending with and without Third Window

1. Attached is a tngi; which shows my proposed Lending Program for

FY76 and the FY77 Standby Program with and without Third Window financing.
The Third Window projects would be planned for presentation in FY76 and

FY77. The first set of columns shows the figures in Standard Tables IV

and IVi of August 11 and August 12 respectively. The total of these

figures agree with those shown in the attachment to Mr. J. Adler's memorandum
of August 12. The second set of columms, the RVP's approved FY76 Lending
Program without the Third Window, includes the decisions made in our August
25th meeting on the Regilon's FY76 IDA program. The only changes in IDA since
our August meeting are in Ethiopia DFC IV (from $7.5 to $10.0 million) and
Malawi Power (from $10 million IBRD to $12 million IDA). Both of these are
FY77 Standby projects, and in both cases, the changes are consistent with

the overall Fourth Replenishment allocations for those countries. The

third set of columms show my Third Window proposals.

2 In the final columm of the attached table, you will notice that I
am proposing increases in the FY75-77 IDA allocations for Sudan, Tanzania,
Madagascar and Zaire. These proposals will be included in the upcoming
management reviews of these countries. We may also come to you in the near
future with a recommendation to further increase IDA in Madagascar for the
Highways IV project. I will know more about this after Mr. Wiehen visits
Madagascar early next month.

Attachment
cc: Bastern Africa Department Directors, Assistant Directors, Div. Chiefs,
Field Offices and Administrative Assistants.

Messrs. J. H. Adler, Bowron, Doesik, Hablutzel and Roeloffs
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S.T.IV & IVl of B/11-8/12

EASTERM AFRICA REGION FYZ6 LEND (NG ANG_OFERATIONS PROGRAM
EER STANDARD TABLES 1V AND 141 ur o/11-22

Ve APPAOVED REGIONAL LEMDING PROGRAM

Without Third Window (TW)

Grossed
e T IBED DA ypa  XOTAL
EAL 12.0
1
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9.0 70.0
(&)
KENYA
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SOMALIA
_ig.g
)
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1.7 §9.
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1]
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oFE 11
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72 72
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7.0 185 11
0 270
(2] (2]
10.2 Dalry Dewv.
120 Haize
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Tezh, Assisr,

5.8 Roads 111
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(1) {1}

“Tahways 1V
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a/ For blend arojects, where & Tw loan Is made along with IBRD ar ID4 Tt is counted as on |8R0 ur 1DA project respectively,
Based on FY75-77 DA allocatTon with adjustrent covered by footrotes c.d.e,f,q.h.

: Adlabo Shire, a FY7h carryover for $8.5 rot counted egainst FY75.
Speclal drought allocation for $8.0 sdded to Regional Aliocaticn.

Sudan: Includes $7.0 additional 10A discussed at 8/25/75 mesting with Mr. Enapp.
Tanzania: Urban Projact, & FY74 carryover, not counted Tn FY75, and $6.2 Norweglan
Madagascar: Includes §12.0 additional IDA discussed at 3/25/75 meeting with Hr. Knasp.
h# Bwanda: $4.0 Is an addition for the Highway Supplemental sgreed by Mr.

Ethlopl.
Somal

il e I

randum dated 8/13/75

menio
1/ Counted In the amounts but not in the numbers of profects.

i/ Total equals $211.7

137D and $344.0 grossed IDA.
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TO:

FROM:

sSUBJECT

INTERNATI ONAL DEVELOPMENT INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT | ON
OFFHCE MEMORANDUM

Files <; DATE: September 17, 1975

Raymond J. Goodman

Third Window -

Mr. McNamara has approved the recommendations put forward in the
memorandum dated August 27, 1975 addressed to him by Mr., Cargill.

cc: Messrs. Knapp
Cargill
Broches
Nurick
Adler
Gabriel
Rotberg

RJGoodman/rf
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INTERNATIONAL DEVELOPMENT INTERNAFIONAI BANK FOR I INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT | ON
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Files 2? T DATE: September 10, 1975 '
ap pratit %

Gedion B. Nkojo, Loan Offlcer, EA2DB (%'FDQDF“”VL Zanie  Unbar Lo (1)
o P

Annual Meetings in Washington (September 1 5. 1975)

Meeting with Zambia Delegation

#5.
& LA : ¥
1. The Permanent Secretary of the Ministry of Flnance and Planning,

Mr. L.J. Mwananshiku, accompanied by his economic advisor, Mr. Atri, met
with Mr. Michael H. Wiehen on September 2, 1975. Also present were Messrs.
Adler, Creyke, Barry, Walton, Maane, Morse, Reichelt, Jordan, McCleary and
Nkojo. After welcoming the Zambian Delegation, Mr. Wiehen reviewed with
the Delegation issues relating to the Bank S program and operatlons in

Zambia as detailed below. i 2, Frs /

Agricultural and Rural Sector Survey y‘w- B4 P T pan sk Y n ey
- ,,"-'----"""‘"""-‘. S

2 The Zambian Delegation informed the meeting that the Delegation

had just received copies of the Green Cover Agricultural and Rural Sector
Survey Report. They had looked at Part I of the Report and felt that some
elements of the report might be adopted. Mr. Mwananshiku confirmed that the
dates (Sept. 15-19, 1975) of the proposed Bank mission to discuss the report.
with the Government were acceptable. Mr. Wiehen said that the Bank was
pleased with the acceptance of the mission and the proposed dates.

Power

3. The Zambian Delegation informed the meeting that in accordance

with the recent supervision mission's suggestion, the Government had directed
that studies of the various options (Kafue III and Kariba North expansion) be
undertaken. The DPelegation expected these studies to commence soon. In answer
to Mr._Wiehen's query as to whether interconnecting Cabora Bassa had been con-
sidered, the Delegation said that they had not vet done so. However, it was

a possibility that could be explored together with the other alternatives.

4, Mr. Mwananshiku said that the Government had been looking at power
rates and that the matter had been taken up by ZESCO. They were of the view
that a 307 tariff increase would suffice (the Bank has proposed a 407 tariff
increase). He further informed the meeting that the Government had agreed
that ZESCO should be capitélized‘and expected to complete the process during
the next sitting of Parliament in December.

Next Urban Project

5y The Delegation said that it was agreed in principle that Zambia
should have an urban project, the composition of which was being discussed
within the Government. There were, however, three changes, which the
Government wanted to make in the project as proposed by the Bank:



Files -2 - September 10, 1975

(a) shift the project from Lusaka to rural towns likesNdola, Kitwe, Kapiri,
Mposhi and Mpika where houses were most needed; (b) change the structure
of houses and plot sizes; and (¢) include a landscaping element. The
Delegation considered the proposed changes as marginal and consistent with
the principles of low cost housing and self help.

6. Mr. Wiehen pointed out that in his previous discussions with the
Minister, the Minister had expressed ideas on the structure which were
basically different from the project the Bank was considering; on the other
hand the Delegation had talked of marginal differences. Mr. Mwananshiku said
that resources were not available for the type of houses the Minister had in
mind. There will have to be a compromise. Mr. Wiehen said that the Bank
would wait for the Government's letter regarding the project. The letter is
expected to be dispatched soon after the return of the delegation to Lusaka.

= .

Water Supply and Sewerage

7. Mr. Mwananshiku informed the meeting that the Water Affairs
Department had not yet completed the requisite studies and he was not in a
position to say when they would be completed. He promised, however, to keep
Mr. Reichelt informed.

Kariba North Bank ¥

B, Work on the first engine, schaduled to be installed by October 1975,
according to Mr. Mwananshiku was four months behind schedule. He explained
that the delay was due to several difficulties, the most important of which
was the civil contractors. The ceontractors, however, now were working well.
Mr. Wiehen requested that the Bank be kept informed of progress.

Education Projects

9. In connection with Loan 900-ZA (Education III), which includes
financing for the proposed School of Agricultural Sciences at the University
of Zambia, Mr. Mwananshiku stated that the Government had decided to shift
the School's location from Lusaka to a rural area which had yet to be iden-
tified. He wanted to know what would happen now to the portion of the loan
for the School, whether it should (a) be cancelled, (b) reallocated to
another element (i.e. the rural institutes) within the project where there
was a cost overrun, or (c) be used to finance the School in a new location.
Mr. Wiehen responded that the Bank was not in a position to commit the funds
to constructing the School before the location was identified. He suggested
the issue should be discussed with the next supervision mission expected to
visit Zambia in October 1975, which would review the whole project. Mr. Atri
reiterated that the issue was not how to finance the proposed school but what
to do with the portion of the loan originally intended for the school.

10. The Zambian Delegation also asked whether it would be possible to
apply possible savings on loan 645-ZA (Education II) to finance establishment
of two science laboratories at the University. Mr. Wiehen suggested this
proposal should also be discussed with the supervision mission.
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Proposed Education IV Project %

11. The Zambian Delegation asked whether it would be possible for the
proposed rural campus to become part of the proposed fourth education project.
Mr. Wiehen answered that he understood the scope of the proposed project had
more or less been agreed upon between the basic economic mission and the Govern-—
ment. Moreover, it also was the intention of the Bank to appraise the project
by the same supervision mission scheduled for October 1975. The appraisal
mission would assess the delay which would result from waiting to include the
proposed new university. If the delay would adversely affect the project as
now conceived, it would be better to take up the proposed university later
since the Bank expects to continue to be involved in the education sector.
This suggestion was accepted by the Zambian Delegaticn.

Second Industrial Forestry Project

w

12, The Zambian Delegation informed the meeting that the Government

has now decided on the order of priorities regarding the wood industries’ |
program. It now intends to start with a particle board mill and take up the

pulp and paper mill after completing the particle board mill. Mr. Mwananshiku said

there are a number of technical issues, like the market prospects, which were

still being investigated. Mr. Wiehen said that he was happy to note that the

Covernment and INDECO had reached this understanding. He said that Mr. Walton,

while on a mission to Zambia (September 16 - 20, 1975), would discuss the pro-

posed project with INDECO and other involved parties and try to put the various

project elements together.

Roads

13. Mr. Mwananshiku said that feasibility studies required by the Bank
had been commissiored. He further said that there has been changes in per-
sonnel in the Roads Department. Mr. Mwananshiku stressed the need to increase
the road maintenance-capacity and said that they now had moved away from their
earlier position of not wanting Bank assistance for road maintenance.

DBZ

14 The proposed dates for negotiations (commencing September 29, 1975)
were noted as acceptable to_thE'Government and the Bank.

Third Window .

15, In response to the Zambian Delegation's query about possible Third
Window funds, Mr. Wiehen explained that the total amount for the time being
was small and for only one year's operation and that allocation criteria had
yet to bte determined. These factors, coupled with the high level of Bank
exposure in Zambia (regardless of whether Third Window funds replaced or were
additional to Bank financing), made it doubt ful that Zambia could qualify,

at least in the initial stage, for the new facility. The Zambian Delegation
suggested, however, that even token Third Window financing would be extremely
helpful since it would establish in principle Zambia's access to soft-term

finance. This, in turn, would aid the country in negotiating soft-term loans
from non-Bank sources.
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H.E. The President's Policy Statement .

16. Mr. Wiehen said that just before the departure of the basic
economic mission from Zambia, H.E. the President made a policy statement,
some aspects of which were of particular interest to the Bank, namely:

(i) Determination to deal with agriculture, and
(ii) Resource management

He wanted to know whether any action had been taken to implement the policy
changes. The Zambia Delegation said that little had been done so far to
implement the decisions regarding subsidies. Most were small in nature
and were already drawn at the time of the statement. Those not drawn were
on maize and fertilizers, which were the large subsidy areas involving K25
and K32 million respectively. In regérd to fertilizers, the Government
plans to continue subsidies until the end of next year for orders which have
already been placed. For maize, the relevant ministries have been asked to
work out the price implications of withdrawing subsidies and announce the
new price towards the end of the year. Mr. Mwananshiku said that they are
anxious to implement the decisions before there is any reversal of policy.
Mr. Wiehen asked when agricultural producer prices would be announced and
what effect late announcement would have on production. Mr. Mwananshiku
replied that these prices should hdve been announced last month, but were
delayed since the Government wanted to incorporate the implications of the
policy changes still being analyzed. He, however, expected the Covernment
to announce the prices this month.

Basic Economic Mission Report

L7 The Zambian Delegation asked when they might expect the report
of the basic economic mission which visited Zambia in June 1975. They were
informed that a Yellow Cover draft report is expected in December.

cc: Messrs. Adler, Barry, Creyke, Hornstein, Jordan, Maane, Maubouche,
McCleary, Morse, Reese, Reichelt, Walton, Wiehen
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September 16, 1975

Dear Mr. Hentsch:

I refer to our conversation last week about the proposed Swiss con-
tribution to the Bank's new intermediate financing facility, known as the
Third Window. On July 29, 1975, the Executive Directors of the Bank
adopted Resolution # 75-111 which authorized the establishment of an
Interest Subsidy Fund for this purpose. A copy of the Resolution is
attached. Governments wishing to make a contribution are requested to
give the Bank formal notification as soon as possible. A suggested form
of notification is attached for your convenience.

Pursuant to Section G of the Resolution a total of US$100 million
equivalent in contributions or formal notifications of contributions is
required to make the Subsidy Fund effective. So far contributions amount-
ing to US875 million have been made or formally confirmed. Further contribu~
tions amounting to about Y8847 million equivalent, not including that of
Switzerland, have been pledged subject to Parliamentary approval or other
action. As you will note, US%25 million of these contributions needs to
be confirmed before the Subsidy Fund can become operative and we expect
this action to be taken in the course of the next month or two. There
are good prospects of additional contributions after the turn of the year.

During our conversation you indicated that Switzerland would pay its
contribution in annual installments over eight years and asked if this
would be acceptable to the Bank. I replied affirmatively, but noted that
the calculation of the amount of subsidy required for Third Window loans
had been made on the basis that contributions to the Subsidy Pund would
be made immediately available and that the earnings on the investment of
these contributions would be part of the Fund's resources., Payment of a
contribution over a period as long as eight years would materially reduce
its value. Discounted at 8-1/4%, the assumed rate of earnings on the Fund's
investments, would give a present value for SF15 million paid in annual
installments over eight years of SFl1.6 million. I hope therefore that
your Government will see its way to shortening substantially the period
over which its contribution is to be paid in.

Please let me know if you have any other questions.

Sincerely yours,

%

b
Ravmond J. Goodman
Director
Financial Policy

Nl

Attachment

Mr. Guy J.P. Hentsch

Secretary of the Embassy
of Switzerland

2900 Cathedral Avenue, N.W.

Washington, D.C. 20008

cc: Messrs. Cargill, Gabriel, Nurick/Fontein, Adher, Hattori
RJGoodman/rf
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1s Mr, Bart met with Minister of Plannfhe (end Bank Governo
Ministry of Finance Secretary General (and IERD Alternate Governor) Sfar,

Mr. Fakhfakh (of BDET) and the other members of the Tunisian delegation to the
Annual Meetings on September 2. Messrs. Haynes, Schulte, Sekse, Merat, Laporte
and Elmendorf were also present. The meeting was characterized by an atmosphere
of mutual confidence.

Highways TI1 “ iy
iy The Minister noted that this project, which had been separated into two

separate projects, was almost covered financially by the proposed IBRD $25 million
loan and a Kuwait Fund loan of $30 million., He hoped the Bank would cover the
remaining foreign exchange gap. Mr. Bart indicated that this would be eT?mlned
but drew atrtenrion to the problem of ceilinge on cur lending to Tunisia.=

Agriculturd Credit IT

3. As BNT's general manager Belkhodja was holding separate discussions with
the Bank, this project was mentioned only in passing.

Central Tunisia Rural Development

&, The Minister underscored the particular importance attached by the Govern-
ment, from both the social and the political standpoints, to this project and

said he would be most embarrassed personnally by any rejection, While he was

ready to consider a reduction in scope he hoped a complete reformulation of the
project could be avoided. Mr, Bart underlined some of the difficulties of the
project, said that he had not (as had not the Minister) been informed of the
conclusions of the pre-appraisal mission, and expressed the hope that decentrali-
zation of industry would be considered in connection with the project. It was
agreed that an effort would be made to organize a separate meeting on the project.=

BDET VI

5. At the Minister's invitation, Mr. Fakhfakh referred to the problems
outstanding concerning the Government/BDET loan. Mr. Sfar reiterated his
surprise at the Bank's mentioning the possibility of subordinating the
Government/BDET loan. It was agreed to hold separate meetings on the loan.™

1/ Our most recent timetable and the Regionally-agreed lending progrum now
provide for a loan of $28.2million that would complete the necessary
.financing.

2/ No such meetine was held.



Water Master Plan for Northern Tunisia

6. The Minister summarized a financing plan for the project as follows:
Source ID Million
Tunisian Government 33
IBRD 12
Germany 10
Iran 2
Total Cost (without El-Aroussia 70 .
Canal) - )
(Financing Gap 11)

The Minister expressed the hope that the Iranian participation could be increased
to TD 12 million or possibly picked up by Kuwait. In response to a question,
he said the proposed Chinese participation in the El Aroussia-Cap Bon Canal
amounted TD 35 million above and beyond the TD 70 million total, bringing the
total cost of the first stage program to TD 105 million. He said that the USSR
might, at the same time, participate in financing a dam at Sedjenane, which was

" foreseen under a subsequent stage of the Water Master Plan.

Urban Development

7 The Minister said that the Sfax study should be completed in March '76
(which does mot correspond with our projected datec of June) and hoped thatb it
could provide the basis for a second Bank urban project. He did not mention
the possibility of a Tunis component, but no particular significance should be
attached to this,

Rural Roads

8. The Minister provided a dossier on the government rural roads program,
which envisages improvements of 22,000 kms of roads over a number of. years.
While one could establish a project on the basis of a global study of the

22,000 kms, which, he said, might take two years or more, the Minister preferred
to select now the economically most important 3,000-~5,000 kms, to base a project
on them and to undertake a study, under that project, of the remainder of the
program, For a 3,000 kms project he foresaw an investment of $60-$70 million,
anticipating an execution rate of 1,000 kms per yvear, Mr, Bart assured the
Minister of our interest in a possible rural roads project and referred to our
mission on this project scheduled for Tate this year. ~The Minister hoped that
the mission could be a pre-appraisal mission, and referred in passing to the
possibility of joint financing for the roads program.

Tourism
9% Mr, Guen, Managing Director of Cofitour, outlined Cofitour's expansion
plans, referred to his current discussions with IFC and expressed the hope that

the Bank might be able to participate in financing its program. It W%F agreed
that a separate meeting with IFC staff would be held on the subject, =

1/ See Mr. Storch's memorandum to Mr. Sekse dated September 8.
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9% Capital Subscription

10, In response to Mr, Bart's observations, the Minister agreed to look
into the possibility of releasing Tunisia's 97 capital subscription on a
convertible basis rather than in non-convertible dinars, as foreseen in the
Ministry of Planning's recent letter,

Third Window

Ll At the end of the discussion, the Minister expressed the strong hope
that Tunisia could have a Third Window project, mentioning the rural-roads
program as a possibility. He stressed Tunisia's recent economic problems,
referred to the sudden cut-off of IDA funds and said that in the absence of
any concessionary financing from the Bank Group it was difficult for Tunisia,
still in the pre-take-off stage, to obtain Arab funds on favorable terms.

Mr, Bart indicated that we were aware of Tunisia's current difficulties but
did not give the Minister reason to be optimistic on the possibility of Third
Window lending to Tunisia.

L

‘Rural Development

12, Referring to the gap between the Bank's macro-economic and project work
and to the Ministry's note on the Government's rural development fund of some
months ago, Mr, Bart said that greater emphasis was needed on sector work in
our wourk program and meniioned in particular the possibility of a rural develop-
ment mission, The Minister welcomed this idea, suggesting that the mission
could start from an examination of the recent memorandum. While the Minister
indicated we could let him know by cable when the proposed rural development
mission would arrive in Tunisia, Mr. Bart suggested that previous discussions
in Tunis on the mission's work would be appropriate; they could also be an
occasion, he said, for follow-up discussions on the de Wilde regional planning
and rural development proposals, which would soon be sent to the Government.

AEElmendorf:hec

Cleared and cc: Mr. Schulte

cc: Messrs, Bart, Haynes, Pollan, ffrench-Mullen, Howard, Sekse, Le Moigne,
Venkateswaran, Odone, Hittmair, Merat, Laporte, Wright, Benjamin

¢
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OFFICE MEMORANDUM /7 4. 0 1.
s DATE Se‘p‘fﬁ-‘c‘ = :r :12, £975 -

FROM: peane N. Jordan, Loan Officer, EAZDBM}

SUBJECT: 1975 Annual Meeting (Washington, D.C.): Director's Meeting with
: Botswana Delegation

i 1Y Bank staff met with the Botswana Delegation on September 4, 1975.

The Delegation consisted of Mr. Q.K. Masire, Vice President and Minister

of Finance and Development Planning, Mr. Festus Mogae, Permanent Secretary,
Ministry of Finance, Mr. H.C.L. Hermans, Governor (designate) of Botswana's
new Central Bank, and Mr. R. Dean, Economic Advisor, Ministry of Finance

and Development Planning. The meeting was chaired by Mr. Michael Wiehen
and attended by Messrs. Boucher, Creyke, Hornstein, Jordan, Maane, Maubouche,

{i:‘ Morse, and Messrs, Abdulai and Thahane (Executive Directors' office).

24 The following topics were discussed:

A. Mining Developments:

i) Shashe Mining Project

The Delegation briefly described the Government's most recent
meeting with the mining companies (Bamangwato Concessions
Ltd. (BCL) and its promotors, American Metal Climax (AMAX)
and Anglo-American (Anglo)), They mentioned that the Govern-—
ment asked the companies to put forward proposals for financ-
ing the cost overruns brought about by the technical preblems
with the surface treatment plant. The companies, however,
had argued that the technical problems were proving to be

i intractable and that before the solutions to these problems

o -were known, it would be difficult to delineate a financial
‘package that would address the question of sharing of benefits.

S~

The Chairman suggested that the Government’s bargaining power
would likely be greater if the negotigtions with the compan-—
ies were commenced before the technical problems were com-
pletely resolved and added that the Government now has a
computer program to assist them in evaluating altermative
financial scenarios.

The Delegation noted that the Government intended to initiate
discussions with the companies before the companies are in a
position to fulfill the production completion tests, but that
in recent months the Government has been kept busy with the
renegotiation of the diamond production agreements with

de Beers. Now that these negotiations were completed, the
Government expected to be in a position to start discussions

B P U U T T P T O SR (T LA L |
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iv)

v)

-2 - Septemwber 12, 1975

with the companies in the next few months. The Delegation
added that they were concerned over the assumption of full
management of the mining and processing facilities by Anglo
(instead of sharing it with AMAX), and over the recent
expressions of AMAX regarding the sale of its interests in
BCL.

Diamond Negotiations

The Delegation mentioned that the financial package agreed
with de Beers in July for production of diamonds from Orapa
and the two new pipes would give the Government approximately
70 percent of the total benefits. However, the total bene-
fits now projected would be less than that originally en-
visaged because of inflation and physical changes on the
technical side.

Sua Pan Brine Deposits

The Delegation said that they were still looking for a
technical partner to help them develop the brine deposits.

‘A recent Covernment mission that attempted to solicit

interest from various mining companies felt that Gulf Re-
sources and KerrMcGee were the most likely prospects. The

‘Chairman mentionéd that if the Government could put a viable

package together for the development of the deposits the
Bank would be interested in participating. The Delegation
replied that they would be requesting Bank assistance when
the prospects are firmer.

Ngamiland Copper Deposits

The Delegation mentioned that potential investors were not
expressing too much direct interest ia developing the
deposits, although much interest is being received with
respect to mining legislation. They added that, given its
location, the deposits would presently be difficult and
expensive to develop.

Coal Deposits

The Delegation noted that some prospecting licenses had
been granted but that no developments were planned during
the next five years.
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IDA Allocation and Third Window

The Delegation stated that the economic growth prospects for
Botswana would likely be less than that envisaged in the recent
Basic Economic Report since mining prospects had declined since
the time of the basic economic mission. They noted that the
technical problems with the Shashe project were persisting,
that returns from diamond production would be less than pre-
viously expected, and that development of the Sua Pan deposits
is unlikely to start before late in the decade.

The Delegation suggested, therefore, that this situation tended
to justify their earlier complaint that Botswana had become in-
eligible for IDA funds prematurely, and that they had hoped to
become a blend country. Moreover, they mentioned that they were
disappointed that IBRD resources also appear limited. The Gov-
ernment now hoped that Botswana would be eligible for a share
of the Third Window funds. The €hairman mentioned that the
Third Window was not yet in operation and that the amount pro-
grammed ($500 million) was small. However, he added that he
intends to propose that the Bank do one project in Botswana
using Third Window funds, and possibly include one additiomal
project in the lending program. Should the Third Window come
into operation in time, then it is intended that Third Window

~funds (approx. $6-million) wouldvbe -used for -the Third Road

Project or, alternatively, for part of the funds required for
the First Education Project scheduled to be appraised in Octo-
ber. The Delegation was pleased with this proposal.

Mr, Thahane, Alt, E.D,

Messrs. Husain

Wiehen
Boucher
Cash
Creyke
Erkmen
Hornstein
Maane
Maubouché
Morse
Reese

DNJordan:vms
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TIHRO WIAY oty

September 11, 1975
Mr. El-Fishawy:

Status of Third Window Contributions

The main facts that you will need to use in preparing a letter to be
sent to Mr. Al-Hamad are contained in the attached draft.

Since the draft was written, Australia has agreed to contribute A%4
million (US$5.2 million), bringing the total pledges to US$122 million
approximately. Of these pledges $75 million can be considered firmly
committed, namely the contributions of Saudi Arabia ($25 million - already
received) , Canada (820 million), Netherlands ($20 millien) and U.EK. (510
million). This leaves another $25 million which needs to be confirmed in
order to reach the required level of $100 milliom.

Kuwait’'s pledge of $20 million and Venezuela's pledge of $10 millfon
are the only substantial ones not yet confirmed. The others (Datar,
Australia, Demmark and Norway) are all of $5 million or less. It is thus
not poesible to reach the $100 million without Kuwait, unless all the other
contributions - amounting to $27 million - are confirmed. Thie is improbable
because of difficulties which prevent Norway and Demmark from committing
more than the first tranche of their contribution in the immediate future.

As you know, we had hoped to make the Third Window Resolution effective
on or about October 1, so that Third Window loans could begin this autumn.
The more time that goes by the more opportunities we shall lose of financing
from the Third Window projects which would be very suitable for that purpose.
In the case of some of the small, poor count®ies with very limited lending
programs, this would be particularly unfortunate. Early action by Ruwait
would avert this difficulty.

In addition to the countries that have already pledced contributioms,
there are good prospects of contributions from two or three of the larger
industrialized countries, particularly now that the issue of gold restitution
has been settded in principle, as well as contributions from Iran and Abu-
Dhabi. However, with the possible exception of Iran, none of these prospects
is likely to become reality before the end of the year, and thus will not
help in reaching the $100 million target.

Raymond J. Goodman

Attachment




TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT | ON
_ L’V'/?",.* L Jy IR L #
OFHCE MEMORANDUM armi s
Files DATE: September 9, 1975

Raymond J. Goodman M (l,

Third Window: Visit of Swiss Representative

Mr. Hentsch, Secretary of the Washington Embassy, called on me
yesterday. After enquiring and being informed about the status of the
Third Window, he said that a Bill authorizing contributions of SWF 25
million in total to the Third Window and the IMF oil Facility Subsidy
Fund had been put to the Swiss Parliament and would be voted on in
December. He expected the bill to pass. The contributions would be in
the form of grants; SWF 15 million (ca. $5.6 million) for Third Window
and SWF 10 million for the 0il Facility. It was proposed to pay these
sums in annual instalments over perhaps eight years and he asked if that
would be acceptable.

I replied that the Bank as Administrator of the Third Window
would have no difficulty in principle with such an arrangement but pointed
out that payment over as long a period as eight years would materially
reduce the value of the contribution. I explained the basis on which
the amount of subsidy per dollar of Third Window lending had been calculated
and said that all the countries which had so far decided to contribute
(except Norway which, however, had indicated it might be willing to pay
interest on delayed instalments) were expected to pay the whole amount with-
in 90 days of the effective date.

Mr. Hentsch said that the 8-year period was a preliminary idea of
the Foreign Office and he would see if it could not be shortened. He asked
for a letter on the lines of the Secretary's letters to contributors of

August 6 and 7, and I undertook to send him one, together with a suggested
form of reply.

cc: Messrs. Cargill
Gabriel
Nurick/Fontein
Schulmann
Hattori

RJGoodman/rf
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Files September 2, 1975!
Raymond J. Goodman A )

Third Window: Visit of Swiss Representative

Mr. Hentsch, Secretary of the Washington Embassy, called on me
yvesterday. After enquiring and being informed about! the status of the
Third Window, he said that a Bill authorizing contributions of SWF 25
million in total to the Third Window and the IMF oil Facility Subsidy
Fund had been put to the Swiss Parliament and would be wvoted on in
December. He expected the bill to pass. The contributions would be in
the form of grants; SWF 15 million (ca. $5.6 million) for Third Window
and SWF 10 million for the 011 Facility. It was proposed to pay these
sums in annual instalments over perhaps eight years and he asked if that
would be acceptable.

I replied that the Bank as Administrator of the Third Window
would have no difficulty in principle with such an arrangement but pointed
out that payment over as long a period as eight years would materially
reduce the value of the contribution. I explained the basis on which
the amount of subsidy per dollar of Third Window lending had been calculated
and said that all the countries which had so far decided to contribute
(except Norway which, however, had indicated it might be willing to pay
interest on delayed instalments) were expected to pay the whole amowmt with-
in 90 days of the effective date.

Mr. Hentsch sald that the 8-yvear period was a preliminary idea of
the Foreign Office and he would see if it could not be shortened. WHe asked
for a letter on the lines of the Secretary's letters to contributors of

August 6 and 7, and I undertook to send him one, together with a suggested
form of reply.

ce: Messrs. Cargill
Gabriel
Nurick/Fontein
Schulmann
Hattori

RJGoodman/r
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Covarmar for Seain's Heeting with
T, Nodmmara:  Ammal Veeting, 1975
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ihg Tonk for Jpain, med wlih Hr. e damars on Septesber 3, 1975. The

Amigtey was sceompanied by . Suan intonio Cuareia Dles, Techmical Secre-
Loy Cenaral, ‘Hrndstry of Commerce =nd Zemporary Albarnats Covarnor, V. famel
smasch Maline, (hiaf of Cabinet n? the Bnister of Comseree, and ir. Gersan
Calwiils, Alilarmuis Tuseutivs [irector. Hassrs. Tenjenk, Wapenhans, Faiimema,
Dammestar, and Dorsisy sttended the mesting.

2. mmwammeWm?mmmtm
‘@LﬂlziiMw,Mt‘thmdMOfﬁhsw rion wers not yeh knowm.

the year. . Doiamera sxprassad nis anureelation and offwred o send a stall
memhar o Tpada o halp work out the detailz. I/ He gaid thabt he was anious

ed

3o :ﬁmﬁmwmmnhﬁm&Qtwmﬁmm
Tank, zpd to the Drogrese bheing made with ihe Agriculturzl and Indnstrial
Gazasrch Drmjach, the Hnlster noted ihat Spaln now seemad to be in z nositien
awe 4% w23 not antitled %o favbher 2ank lending. Hs sald that, while he had
no projasts Lo Nroposs oy Dok financigg, he wanted %o retain 2he rlzht to
recuest Janx lencing. sip, rniknere Teviisd that this wes rot a matiar on vhich
e wonrted o sake a flnal decizion st this timwe. = cuilined the difficuliiss
hich limited Jomit lending, and hich sffscted high income countriss
asoeeislly. he Undstsy srpnseised that he Lad no snecific proposals in mind,
wut marsly wanted to leavs opn the poszibility of Bank lsnding for soeelal
nrojects in the futurs.

k. Ty, pormectlon with the nroposed saleckive increase in cspifal sub-
scriptiona, the Mimizter gnid that Spedn wishad Lo kKoep its present shara of
voiss in the Banke H#Xe Hellmmara recormized that this was a diffieult problei.
Howsysr, he was saxious to fiyst obtain spproval im princinle to the galective

1/ 2% a luter neetlng between HS218. Crxivilloe, Goodman, and Forslar, it was
asroad that sossone fren ¥r, Caypillts offies would visid Hedrid in
CotobaTe.
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2 Tepbomber 5, 1375
incressss and only then attempt L0 deal with the difficaltlas of dedail sueh

as the one raized 0y Spain. Ze assured the Wrister that thiz matter would
e added o the list of proillems %o bDe desald with and thet he would take into
agzount the peint of visw expressed by the Hindster.

THoraley/11]

Tlaared with sué oot ¥r. Paljzans

cet Messrs. Inaow, denjenk, Carglll, Yspenhans, Hrztd, Goodman,
Zarmester. (2), Kaji, Schrenk



. INTERNATIONAL DEVELOF T INTERNATIONAL BANK FOR ' INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT|ON ///
‘ OFFICE MEMORANDUM 72 4.5 5.,
TO: Files - " DATE: September 4, Igé;
AXC
FROM: Joe woodh:{gx& B
SUBJECT: |nformal Meeting of Third Window Contributors

1. R On Mr. Cargill's |;|t|atlve an informal meeting was held on
September 4 with representatives of the following countries: Australia
(Mr. Ingevics), Canada (Mr. Drake), Denmark (Mr. Sigurdsson), Netherlands
(Mr. Posthumus), Norway (Mr. Lovo]d), United Kingdom (Mr. Deare) and
Venezuela (Mr. Gavidia). Messrs. Cargill, Adler, Goodman, Gabriel and
Wood attended for the Bank.

Status of Contributions

Da Mr. Cargill opened the meeting by reviewing the steps required
in each of the donor countries before a firm commitment to contribute to
the interest subsidy fund could be made. Saudi Arabia's contribution

was expected to be paid in that day and would be invested by the Bank
until the Third Window became effective. Kuwait's contribution requires
parliamentary approval which cannot be obtained until its parliament
reconvenes in October. A letter of commitment from the United Kingdom

is expected shortly. Denmark's contribution is not expected until April
1976. Mr. Drake said payment of Canada's contribution required an Order
in Council, which should be obtained in the next 10 days to 2 weeks.

He was surprised to learn that Canada's contribution was not yet considered
to be firmly committed for purposes of reaching the $100 million "trigger"

~point. He had not seen the letter to Mr. Turner which included a suggested

form for formal notification (A copy was provided to Mr. Drake later on
September h4th).

3 Australia's contribution was subject to parliamentary approval,
which was expected in October or November. Mr. Posthumus said the
Netherlands formal notification should be received very soon by the Bank.
Mr. Lovold thought Norway's contribution would be firmly committed

before January 1, 1976. Mr. Gavidia did not know when the cabinet was
likely to approve Venezuela's contribution. He suggested we ask

Mr. Guarnieri. Mr. Cargill summed up the situation by saying that he
expected the $100 million "'trigger' point to be reached in mid-October or
possibly early November. At that time cables would be sent to all
contributors requesting payment within 90 days.

Investment of Contributions

L. Mr. Cargill explained the choice facing the Bank as administrator
of the interest subsidy fund: the funds could either be invested in
market securities or in a specially designed IBRD '"bond.'" There was a
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feeling at the staff level in the Bank that the latter course would be
preferable on grounds of administrative simplicity and because it would
result in higher income for the subsidy fund. This approach would have
to be approved by the Executive Directors (because it involves an IBRD
borrowing) but Mr. Cargill would not want to recommend it to the full
Board unless it had the support of the contributing countries. Mr. Drake
remarked that the proposal could lead to 'presentational' difficulties
and invite criticism from those who view the Third Window as a bit of
financial gimmickry by the Bank. |t was agreed that this was likely to
be the main drawback to the use of an IBRD 'bond.'" Participants were
asked to reflect on the pros and cons of the two suggested investment
policies and let Mr. Cargill have their views.

Currency of Operations

5 Mr. Cargill stated that the subsidy fund would be invested
in dollars. There was no comment from any of those present.

Method of Contribution

6. Reference was made to the prospect of some contributions

coming in the form of concessional loans to the Bank. Switzerland would
have to follow this route and Spain and ltaly had also shown an interest.
Mr. Drake noted that this possibility had been envisaged all along and
did not raise any problem as far as he could see.

Prospects for Additional Contributions

7« Mr. Posthumus inquired about the prospects for other countries
to contribute to the interest subsidy fund. Mr. Cargill said that
France, Germany and South Africa had all shown interest, as had Abu Dhabi
and lran. In fact, lran was expected to reach a decision on whether or
not to contribute by October 1. |If France and Germanycame in, it was
expected that Japan would follow suit.

cc: Messrs. Cargill
Goodman /
Adler
Gabriel
Nurick
Rotberg
Hattori
Kochman
El Fishawy

JWood/ers
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REFERING TO RESOLUTION NO. 75-111 OF THE EXECUTIVE DIRECTORS
OF THE BANK ENTITLED

"*INTEREST SUBSIDY FUND'®, WE HAVE TODAY
INSTRUCTED OUR CORRESPONDENTS

IN NEWYORK CHASE MANHATTAN BANK T0
PAY TO THE FEDERAL RESERVE BANK OF NEWYORK CFOREIGN DEPARTMENT)
FOR CREDIT TO

IBRD ACCOUNT fSF US DLRS 25 MI0.

THIS REPRESENTS
THE CONTRIBUTION OF THE GOVERNMENT OF SAUDI ARABIA
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TERMS OF THE SAID RESQLUTION.
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NOTE QN STATUS OF THIRD WINDOW FOR INCLUSION IN MR. MCNAMARA'S STATEMENT
TQ THE DEVELOPMENT COMMITTEE

You will wish to know where matters stand in relation to the Bank's
new Intermediate Financing Facility - the Third Window. On July 29 the

Bank's Executive Directors considered and approved my formal proposal to

; 2ot IaliA L [
establish the Third Window. A Resolution was adopted e aﬂr

Interim Subsidy Fund to be administered by the Bank, and setting out the
terms and conditions on which it would be operated. They are essentially
the same as the proposals outlined in the Board's report to this Committee

on the Third Window, which was considered and unanimously endorsed at the
A ACEDY s o

June meeting. The Resclution is open for signature by Governments and
A

others who wish to contribute towards the Subsidy Fund, and will come iInto

effect as soon as such contributions reach the level of $100 million. 8o

far nine goveraments have pledged contributions in the amount of 2117 million,
é(ﬁ"ﬂf{‘?

subject in most cases to formal approval by legislatures. I ewpeet that the
Lia i 75 , A 5

necessary forumalities will be completed within the next few—weeks and that
Feld , A
the Third Window may be opened in the menthrof-October. [$ 117 million the
Subsidy Fund would permit Third Window loans of $515-5L0 millicn to be made,
I have been much encouraged by the fact that four of the nine
governments that have pledged contributions are members of OPEC; their
ﬁ—"‘/ Y A .04

! i in fact account for rather more than half of the total. Two
other OPEC countries are actively considering a contribution, and there are
good prospects that one or more of the developed countries will agree to
contribute before the end of this year. But even if these additional

contributions are confirmed, the Subsidy Fund will still be well short of

the sum reguired to subsidize $1 billion of Third Window loans, the very



modest target set for the new facility. I hope that the lead given by
those governments that have decided to support the Third Window will

encourage others to do so in the near future.
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| International Bank for Reconstruction

and Development
Int ermediate Financing Facility (Third Window)

With reference to your letter of 7th August about
Resolution No,75-111 of the Executive Directors of the International Bank
for Reconstruction and Development, entitled "Interest Subsidy Fund", I
hereby give the requested notification on behalf of the Government of the
United Kingdom that it will make a contribution equivalent tc U,S.$10 mn.

in accordance with the terms of that Resolution,

)

L) MC—‘-’“‘“‘("’?

i ’ \ -
Jo Vilosn N~ Canlyq

The Secretary,
International Bank for Reconstruction
and Development

fﬁ/z /f/fj
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Mr. Robert 5. McNamara August 27, 1975
I.P.M, Cargill

Third Window

Following is a summary statement of matters that require your
confirmation or decision in connectieon with the operation of the Third
Window. It reflects a consensus reached this morning at a meeting attended
by Messrs. Enapp, Broches, Gabriel, Goodman, Hittmair, Nurick and myself.

Terms of TW Loans

Grace period 7 years; final maturity 25 vears:; equal semi-
annual payments of interest and principal; interest rate
4-1/27, with the borrower undertaking to pay the Bank 8-1/2%
if and when the Subsidy Fund is exhausted. Standard commit-
ment fee,

To ensure equal treatment of borrowers in the event of a
shortfall all TV loans will have the same final payment
date.

Calle on the Subsidy Fund for particular loans will never-
theless vary, depending on the rate of disbursement (the
quicker the disbursement, the earlier interest becomes
payable and therefore the greater the total amount of
interest and subsidy payments). It would be possible to
take these differences into account in determining the
final payment in each case, but it would be simpler to
ignore them and that is what is recommended.

Because of the concessional interest rate, TW loans will be
made to Governments. Where the beneficiary is a non-govern-
ment entity, the "two step” procedure under IDA credits will
be used, with the beneficiary normally paying interest at
the standard IBRD rate. A loan for an industrial project
will be on-lent at a higher rate.

Quick Disbursing loans

Because of the much heavier subsidy that would be required in the
case of program and other quick disbursing loans, it is recommended that
such loans not be made under the Third Window. The UK Government, which
has repeatedly urged the liberal use of Third Window for program lending,
will need to be persuaded to go along with this recommendation. It can
be pointed out that financing such loans would result in inequities among
borrowing countries; or alternatively would require that means be adopted
of equalizing the claims of program and project loans on the Subsidy Fund.
For example, shortening the grace period to four vears and the final
maturity te 15 years would result in the same amount of subsidy as a loan
of the same size on standard TW terms. Or an amount of subsidy could be
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calculated for sach program leoan as 1f the disbursement rate were similar
to that of a project loan, and the obligation of the Subsidy Furd limited
to that smount; this would mean that the subsidy would cease after about
the tenth year. Neither of these solutions would seewm appropriate for a
soft-loan facility. It could also be pointed out that any additional

progran lendiag that may be justified can be financed frowm the extra IDA
or Bank funds that will be "released” by the opening of the Third Windew.

In the ealeulation of the scale of contributions required to subai-
dize $1 billiom of Third Window loans it was assumed that 107 of them would
be program loans and the rest for projects. Eliminating program loans would
stretch the contributions somewhat further than was assumed in the exercise.
Thus the $117 million presently pledged would permit $538 miliion of Third
Window loans rather than $513 millienm.

Currency of investment. disbursement and repayment

To avoid possible losees to the Subsidy Fund due to exchange rate
fluctuations it would be advisable that all investments be made in dollars
and that the currency used for dishursement (and thus repavment) he the
dollar. Although not required by the terms of the Resclution., it would ba
advisable to get the agreement of the contributors to this.

It fellows that all contributions te the Pund, whether in cash or
in the form of the concessional (grant) element of low interest loans to
the Bank, will be valued in dollars.

e

The present value of contributions, as of the date of notification
thereof, is to be determined by the Admindstrater. Contributicns received
after the due date for payment (the ninetieth day after the Resolution
becomes effective) will be discounted at £-1/4%, the assumed yield on the
Fund's investments, unless interest is paid by the contributor at that rate
on amounts not paid in (as is propesed by Norway). Early contributions will
earn interest which will be (a) taken into account in determining when ths
$100 million level of contributions is reached, and (b) retursed to the
contributor in the event the BEsolution does not become effective.

As to the form of comtyributions, prepavment of Bank loanas earrving
an interest rate less than the current rate seems tc be ruled out in the
light of the Board discussion of the Third Windew paper on July 29. Con-
cessional loams to the Bank (as proposed by Switzerland, subject to legisla-
ton, and as believed to be wnder consideration by Spain) are an aceeptable
form of contribution, provided the degree of concessionality is sufficient.
Strictly speaking, this proviso is not necessary since credit would only be
given for the grant element, after discounting at the current rate on Bank
borrowings. IHowever, we might use the OFCD definition ef ODA (257 grant
elament) as the minimm for this purpose. As in the case of all Bank
borrowings, such loans would have to be approved by the Beard.

Investment Poliey

The practicel cholce (assuming investments are exclusively in dollars)



Mr. Robert S. McNamara -3 - August 27, 1975

is between U.S. Treasury or Agency obligations and a special 25 year loan
to the Bank. The Bank would pay interest at an agreed rate both on the
original amount and on interest due (semi-annually) pending payment to the
Subsidy Fund. The latter arrangement would ensure a fixed return and thus
determine the size of the Subsidy Fund. It would also obviate the need to
manage the investments of the Fund, and .avoid market risks in the event
securities had to be liquidated at a less.

We recommend that thie proposal (that the Bank borrow the TW contri-
butions and repay them over 25 years at 8-1/4Z on outstanding amounts of
prinecipal and interest) be put to the contributors; the Board would in any
case have to approve the arrangement as it involves a borrowing. An interest
rate of 8-1/4%, as assumed in the calculations of the amount of subsidy
required to finance the TW, would seem appropriate. It is somewhat below
the current cost of Bank long-term borrowings, which can be justified in
view of the fixed rate of return secured to the Subsidy Fund.

Consultations

Before TW Operations begin the Administrator is obliged to consult
the contributors about the eligibility of countries to borrow under the TW.
These consultations should therefore take place as early as possible after
the Resolution becomes effective (i.e. on receipt or formal commitment of
at least %100 million). Following the precedent of IDA it is assumed that
the contributors, except Switzerland, will appoint their Executive Directors
to represent them in the consultations; if so, a meeting could be called at
short notice.

Apart from the matter of eligibility, it has been suggested above
that the following be discussed with the contributors:

i. Use of dollars as the sole currency;
1i. Treatment of contributions;
1ii. Investment policy.

The occasion of the Annual Meeting will be taken to raise with Treasury
officlals of certain contributors matters that are of special concern to

them, e.g. program lending (UK) and Third Window lending to countries
above $375 p.e. (Canada).

cc: Messrs. Knapp, Broches, Gabriel, Goodman, Hittmair, Furick

RJGoodman/rf
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Third Window

Following is a summary statement of matters that require your
confirmation or decision in connection with the operation of the Third
Window. It reflects a consensus reached this morning at a meeting attended
by Messrs. Knapp, Broches, Gabriel, Goodman, Hittmair, Nurick and myself.

Terms of TW Loans

Grace period 7 years; final maturity 25 years; equal semi-
annual payments of interest and principal; interest rate
4-1/2%, with the borrower undertaking to pay the Bank 8-1/2Y%

if and when the Subsidy Fund is exhausted. Standard commit-
ment fee.

To ensure equal treatment of borrowers in the event of a
shortfall all TW loans will have the same final payment
date.

Calls on the Subsidy Fund for particular loans will never-
theless vary, depending on the rate of disbursement (the
quicker the disbursement, the earlier interest becomes
payable and therefore the greater the total amount of
interest and subsidy payments). It would be possible to
take these differences into account in determining the
final payment in each case, but it would be simpler to
ignore them and that is what is recommended.

Because of the concessional interest rate, TW loans will be
made to Governments. Where the beneficiary is a non-govern-
ment entity, the "two step" procedure under IDA credits will
be used, with the beneficiary normally paying interest at
the standard IBRD rate. A loan for an industrial project
will be on-lent at a higher rate.

Quick Disbursing Loans

Because of the much heavier subsidy that would be required in the
case of program and other quick disbursing loans, it is recommended that
such loans not be made under the Third Window. The UK Government, which
has repeatedly urged the liberal use of Third Window for program lending,
will need to be persuaded to go along with this recommendation. It can
be pointed out that financing such loans would result in inequities among
borrowing countries; or alternatively would require that means be adopted
of equalizing the claims of program ardd project loans on the Subsidy Fund.
For example, shortening the grace period to four years and the final
maturity to 15 years would result in the same amount of subsidy as a loan
of the same size on standard TW terms. Or an amount of subsidy could be
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calculated for each program loan as if the disbursement rate were similar
to that of a project loan, and the obligation of the Subsidy Fund limited
to that amount; this would mean that the subsidy would cease after about
the tenth year. Neither of these solutions would seem appropriate for a
soft-loan facility. It could also be pointed out that any additional
program lending that may be justified can be financed from the extra IDA
or Bank funds that will be "released" by the opening of the Third Window.

In the calculation of the scale of contributions required to subsi-
dize $1 billion of Third Window loans it was assumed that 10% of them would
be program loans and the rest for projects. Eliminating program loans would
stretch the contributions somewhat further than was assumed in the exercise.
Thus the $117 million presently pledged would permit $538 million of Third
Window loans rather than $513 million.

Currency of investment, disbursement and repavyment

To avoid possible losses to the Subsidy Fund due to exchange rate
fluctuations it would be advisable that all investments be made in dollars
and that the currency used for disbursement (and thus repayment) be the
dollar. Although not required by the terms of the Resolution, it would be
advisable to get the agreement of the contributors to this,

It follows that all contributions to the Fund, whether in cash or
in the form of the concessional (grant) element of low interest loans to
the Bank, will be valued in deollars.

Treatment of Contributions

The present value of contributions, as of the date of notification
thereof, is to be determined by the Administrator. Contributions received
after the due date for payment (the ninetieth day after the Resolution
becomes effective) will be discounted at 8-1/4%, the assumed yield on the
Fund's investments, unless interest is paid by the contributor at that rate
on amounts not paid in (as is proposed by Norway). Early contributions will
earn interest which will be (a) taken into account in determining when the
$100 million level of contributions is reached, and (b) returned to the
contributor in the event the Résolution does not become effective.

As to the form of contributions, prepayment of Bank loans carrying
an interest rate less than the current rate seems to be ruled out in the
light of the Board discussion of the Third Window paper on July 29. Con-
cessional loans to the Bank (as proposed by Switzerland, subject to legisla-
tion, and as believed to be under consideration by Spain) are an acceptable
form of contribution, provided the degree of concessionality is sufficient.
Strictly speaking, this proviso is not necessary since credit would only be
given for the grant element, after discounting at the current rate on Bank
borrowings. However, we might use the OECD definition of ODA (257 grant
element) as the minimum for this purpose. As in the case of all Bank
borrowings, such loans would have to be approved by the Board.

Investment Policy

The practical choice (assuming investments are exclusively in dollars)
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is between U.S, Treasury or Agency obligations and a special 25 year loan
to the Bank, The Bank would pay interest at an agreed rate both on the
original amount and on interest due (semi-annually) pending payment to the
Subsidy Fund. The latter arrangement would ensure a fixed return and thus
determine the size of the Subsidy Fund. It would also obviate the need to
manage the investments of the Fund, and avoid market risks in the event
securities had to be liquidated at a loss.

We recommend that this propesal (that the Bank borrow the TW contri-
butions and repay them over 25 years at 8-1/4% on outstanding amounts of
principal and interest) be put to the contributors; the Board would in any
case have to approve the arrangement as it involves a borrowing. An interest
rate of 8-1/47%, as assumed in the calculations of the amount of subsidy
required to finance the TW, would seem appropriate. It is somewhat below
the current cost of Bank long-term borrowings, which can be justified in
view of the fixed rate of return secured to the Subsidy Fund.

Consultations

Before TW Operations begin the Administrator is obliged to consult
the contributors about the eligibility of countries to borrow under the TW.
These consultations should therefore take place as early as possible after
the Resolution becomes effective (i.e. on receipt or formal commitment of
at least $100 million). Following the precedent of IDA it is assumed that
the contributors, except Switzerland, will appoint their Executive Directors
to represent them in the consultations; if so, a meeting could be called at
short notice.

Apart from the matter of eligibility, it has been suggested above
that the following be discussed with the contributors:

i. Use of dollars as the sole currency;
ii. Treatment of contributions;
iii. Investment policy.

The occasion of the Annual Meeting will be taken to raise with Treasury
officials of certain contributors matters that are of special concern to

them, e.g. program lending (UK) and Third Window lending to countries
above $375 p.c. (Canada).

ce: Messrs. Knapp, Broches, Gabriel, Goodman, Hittmair, Nurick

RJGoodman/rf
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Messrs. J. Burke Khapp and DATE: August
I.P.M. Cargill
Raymond J. Goodman

-~

Third Window e

Following is my understanding of the matters that have been
decided, or remain to be decided, in connection with the Third Window. ,

Terms of TW Loans /

Grace periocd T years; final maturity 25 years; equal
semi-anntal payments of interest and principal;
interest rate L4-1/2%, with the borrower undertaking
to pay the Bank 8-1/2% if and when the Subsidy Fund
is exhausted. Standard commitment fee.

Tc ensure equal treatment of borrowers in the event
of a shortfall it would be advisable for all TW
loans to have the same final payment date.

Calls on the Subsidy Fund for particular loans would
nevertheless vary, depending on the rate of disburse-
ment (the quicker the disbursement, the earlier
interest becomes payable and therefore the greater
the total amount of interest and subsidy payments).
Should these differences be ignored, so that in the
event of a shortfall in the Fund the final payment
on behalf of each borrower would be proportional to
the amount of interest due at that date? Or should
the final payment on behalf of particular borrowers
take into account the actual subsidy paid up to that
date? I inecline to the former because it is simpler. -

Because of the concessiconal interest rate, TW loans
would be made to Governments. Where the beneficiary
is a non-government entity, we would presumably adopt
the "two-step" procedure under IDA credits, with

the beneficiary normally paying interest at the
standard IBRD rate. [A loan for an industrial project7 $e gt VY
would also carry the usual guarantee fee.L | -_ ‘j,\i--

Quick Disbursing Loans

Tt would be convenient, but probably not acceptable to some donors
(notably the UK) to exclude program and other quick-disbursing loans from
the operation of the Third Window. If that is so, a decision will be
needed as to whether the call on the Subsidy Fund in respect of such loans
should be reduced to that of project loans.* There are three alternatives:

¥ As noted earlier, the amount of sub51dj will in any case vary significantly
according to the rate of disbursement. We are here considering gross diffe-
rences between quick-disbursing loans and project loans with an average cis-
bursement period of T-8 years. DFC-type loans are intermediate between program
and typlcal project loans.
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Apadad

(a)} To impose harde¥ terms in the case of quick-
disbursing loans. Assuming a two-year disburse-
ment period (although program loans typically
disburse - faster than that) a 15-year loan,
including 4 years of grace, would require
" approximately the same subsidy as a project loan
of the same amount on standard TW terms.

(b) To restrict total subsidy payments in such cases
to an amount corresponding to what would be
required for a project loan of the same size.
When the amount of subsidy so determined ran out
(say at the end of the 10th year) the borrower
would pay interest at 8-1/2%. In other respects
the terms of the loan would be standard.

(¢) To reduce the size of the loan in these cases by
an amount that would result in approximately
the same total subsidy as would be required for
a project loan. The terms of the loan would then
be standard. The Third Window allocation to the
country concerned would of course be reduced correspondingly.

Alternative (c) should be rejected as it would reduce the total of
TW lending and would be likely to lead to disputes about country allocations.
Alternative (b) avoids the disadvantage of making Third Window loans on
different terms but also has disadvantages; for example, that the amount of
applicable subsidy would have”to be included in the loan agreement, and
that the payment of interest at the full rate might occur at a time of
exceptional BOP stringency for the country concerned. On balance, if
quick-disbursing loans are to be made I favor alternative (a).

- & g e et eV »
i _u;»jvs"__'“_ 1Y T ’
& ?MVR”ﬁTW‘J,wy Tt should be noted that any method of eliminating gross variations
'wk‘fh'hhe amount of subsidy required for different types of loans avoids the

problem of rationing program or other quick disbursing loans. In the

_j”f:" . calculation of the scale of contributions required to subsidize $1 billion
Y} of Third Window loans it was assumed that 10% of them would be program loans
AT A d the rest for projects. Adopting one of the above alternatives would

ﬂyﬁ i pfo:iretch the contributions somewhat further than was assumed in that exercise.
Y Thus the $117 million presently pledged would permit $538 million of Third

| @&  Window loans rather than $513 millionm.

Currency of investment, disbursement and repayment

To avoid possible losses to the Subsidy Fund due to exchange rate .
fluctuations it would be advisable that all investments be made in dollars
and that the currency used for disbursement (and thus repayment) be the
dollar. Although not required by the terms of the Resolution, it would be
advisable to get the agreement of the contributors to this.
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It follows that any contributions to the Fund, whether in cash
or in the form of the concessional (grant) element of low interest loans
to the Bank, should be -expressed in dollars.

Treatment of Contributions

The present value of contributions, as of the date of notification
thereof, is to be determined by the Administrator. I suggest we decide
that contributions paid in by the ninetieth day after effectiveness (as
proviied by the Resolution) will be computed at full value in dollars at
the rate of exchange in effect on the day of receipt, without allowance for
any interest earned on early payments. Contributions received after the
ninetieth day will be discounted at 8-1/4%, the assumed yield on the Fund's
investments, unless interest is paid by the contributor at that rate on
amounts not paid in (as is proposed by Norway).

As to the form of contributions, prepayment of Bank lmans carrying
an interest rate less than the current rate seems to be ruled out in the light
of the Board discussion of the Third Window paper on July 29. Concessional
loans to the Bank (as proposed by Switzerland, subject to referendum, and as
believed to be under consideration by Spain) are an acceptable form of
contribution, provided the degree of concessionality is sufficient. Strictly
speaking, this proviso is not necessary since credit would only be given for
the grant element, after discounting at the current rate on Bank borrowings.
However, we might use the OECD definition of ODA (25% grant element) as the
minimumm for this purpose.

Investment Policy

"
The practical choice (assuming investments are exclusively in
dollars) is between U.S. Treasury or Agency obligations and a special Bank
' ,bond. The suggestion has been made that the latter should pay interest
o/ Ulsw | semi-annually in the form of new bonds carrying the same interest rate. The
fﬁﬁf 4M{M’j | Administrator would have the right to redeem any bonds at par at aﬁgh%ime
1 a4 | to supply cash for interest payments due from the Subsidy Fund. This arrange-
ment would ensure a fixed return on the original investment as well as on
re-invested earnings. It would also obviate the need to manage the invest-
ments of the Fund, including market risks in the event securities had to be
liguidated at a loss. An obvious advantage from the point of the Bank is
that the Bank's need to borrow additional sums in the market to finance
Third Window loans would be reduced to the extent of the Subsidy Fund's
investments.,

[ I do not see any problem with such an arrangement, given the fact

b | that the Bank will in any case have a dual role as Administrator of the Subsidy
{ .
\ Fund.

Consultations

Before Third Window Operations begin the Administrator is obliged
to consult the contributors about the eligibility of countries to borrow
under the Third Window. These consultations should therefore take place as
early as possible after the Resolution becomes effective (i.e. on receipt
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or formal commitment of at least $100 million). Following the precedent
of IDA it is assumed that the contributors, except Switzerland, will
appoint their Executive Director to represent them in the consultations;
-if so, a meeting could be called at short notice.

Apart from the matter of eligibility, I assume it would be appro-
priate for Management to give the contributors an outline of its proposals
on the matters discussed above, viz. s

i. Terms of Third Window Loans;

ii. Policy on Quick-disbursing Loans;
iii. Use of dollars as the sole currency;
iv. Treatment of Contributions;

v. Investment policy.

‘ Some of these matters are, of course, subject to approval by the
| full Board.

-
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Mr. J. Burke Knapp DATE: August 2@ 1975

Roger Chaufournier

FY76 Lending L
WL
1. I am attaching three tables setting out my response to yT re?opuest NDOW

for an allccation of IDA and Third Window resources. I am somewhat uncertain
at this point as to what programming assumptions are to be used in the future
in the Bank. Accordingly I have prepared a number of alternative responses
based on 35, 36 and 41 Board presentations respectively.

2. I1f the allocation is fo be based on 253 Board presentations for the
Bank as a whole, as suggested in Mr. Adler's memorandum, then the allocation
for Western Africa Region should be based on 41 Board presentations.

3. It is clear, however, that the figure of 253 Board presentations
requires discounting. Thus the World Bank Lending Program shows 216 Board
presentations and the Table IV1 indicated 227 Board presentations. If the
allocation is to be made on the basis of a discounted program, showing a real-
istic estimate of what is likely to be realized in each Region, then our
allocation should be based

) a/ in the case of the Bank/IDA allocation, on 35 Board presentations
as shown in our work program of November 1974 and in our submission Table IV1,

b/ in the case of the Third Window allocation, on 36 Board presenta-
tions, assuming that an increase of $30 million in the Region's total program,
made possible by a Third Window allocation of some $$0 million, should enable
us to make at least one additional Board presentation either by freeing IDA
resources for the poorest countries such as Upper Volta or by making additional
resources available to blend countries such as Ivory Coast, Ghana or Liberia
where availability of funds is the constraint.

4. . I understand from Mr. Adler's memorandum of August 12 that our PRegion
is being given additional IDA ($218 nillion based on 41 projects) and is asked
to allocate this by country and by project. In doing this, you will see that
we have added Dahomey Highway Supplement and increased a number of loan and
credit amounts beyond what vou have already approved (eg Cameroon Highway
Supplement, Togo Rural Development, Cameroon Port =nd Congo Railway). In each
case we would plan to make a detailed prcpusal to you. We have, however,
included the increased 2mounts here so that you can take these likely ClalI'IS
into account in mawxing the Bank—w1de allocation.

Attachments

cc: WAN Department Directors
WAN Division Chiefs
Messrs. King, Davis, Lenfant, Adler Schulmann, Bowron
Mrs. Milkovich ' I

SDenning:cd
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WESTERN AFRICA REGION Table 1
/ N
N )
e
FY76 Lending
G Without Third Window FY76 Lending With Third Window
i No. of
$ million Projects $ milliion No. of Pmo jects
IBRD  1DA IBRD  IDA IBRD  TIW  IDA IBRD  IW  IDA
CAMEROON Education 14 “ 14 '
Port 35 a5
DFC 3 3
Road Suppl. 13 1 2 =13
48 17 13 35 17 - 1 2
C.A.R. Education Suppl. 1 - - - - 1 - - -
CHAD Polders X 5
Sat. Der. Suppl. 8 » 8
13 - 1 - - 13 - - ¥
CONGO Rail 38 1 - 38 1 - =
DAHOMEY Cotton 6 6
: Road Suppl. 10 - 1 10
16 16 - - 1
EQ. GUINEA = - > = = k " -
CABON - - < - = . z =
CAMBIA Tourism 4 - 1 4 - - 34
GHANA Cocoa 1k 1k
Highway 25 25
DFC 10 10 2
Rural Dev't 11 10 1 10
60 10 4 - 35 25 10 3 1 -
CUIKEA Highways 14 - 1 - - 14 - - 1
IVORY COAST Highways 43 43
SSE 5.6 5.6
B1DI 8 8
Rice 10 10
66.6 - 4 - 56.6 10 - 3 1 -
LI1BERIA Highways 27.5 270
Power i 1.8
Lofa ) b
29.3 6 2 1 29.3 - 6 2 - 1
MALL Cotton 15 15
Highways 10 1=
5 - 2 30 - - 2
MALURITANIA Port 8 - 1 8 - - 1
NIGER Maradi 10 10
Highways 12 12
22 - 2 * 22 - 2
NICERIA Rubber 14 14
Kano 40 40
551 30 30
84 3 - 84 3 - -
SENECAL Livestock 4.5 4,5
Terres Neuves 2 2
Highways III 14.5 14
Righways 1V 7 2.5
21.5 6.5 2 2 - 21.5 6.5 - 2 2
SIERRA LEONE Education 7.3 - 1 - 1.3 - - 1
ToGo CIMAD 60 60
Rural Dev't 9 S
60 9 1 -1 60 - 9 1 - 1
UPPER VOLTIA RDF 10 - 1 ulﬂ - - 1
TOTAL 35 projects 40T7.4 168.8 18 17
UPPER VOLTA Highwavs 25 4 25
2 % _’I’O_'I‘.ﬂ.[_a_BG projects 315.9  91.5 198.8 13 5 18
CHAD RDF B 8
GAMBIA Rural Dev't 4 4 "
IVORY COAST Rural Water 10 10
LIBERIA Education 5 5
GHANA Program Loan 20 20
TOTAL 41 Projects 437.4 210.8 20 21 335.9 101.5 215.8 14 [ 21

i,

B




Table II
Western Africa Region

WAN/PC 8/20/75

7 ' Regional Lending Program
Without Third Window =
RLP 'm'.tl:l RIP with
35 projects 41 projects
IERD  IDA © mmD I
Cameroon L8 17~ - L8 s
CAR Y b !
Chad 13 21
Congo 38 * R -
Dahomey 16 16
Equatorial Guinea =
Gabon . =
Gasilide l . 8
Ghana 60 10 80 | 10
Guinea 1L - 1k
Ivory Coast 66.6 76.6
Liberia 29.3 | 6 ) 29.3 11
Mali 25 25
Mauritania ) 8 8
Niger 22 22
Nigeria 8l 84
Senegal 21.5 6.5 ' 2.5 6.5
Sierra Leone T3 : T3
Togor 60 g ' 60 —. 9
Upper Volta 10 o B
LoT.L 168.8 3 437.4 210.8
Number of projects 18 o i o . 20 21
. rage loan/ credit size

22.6 9.9 ' 21.8 10.0



Western Africa Region
v Regional Lending Progran
- With Third Window

RLF with
b1 projects

IBRD TW IDA
13 35 17
1

21

38
16

5% 25 10
1k

56.6 20 |
29.3 11

30

22
8l
g5 B9
7.3
60 9.
35

3359 101.5 215.8

credit size

WAN/PC  8/20/7s5

,?y/f 7
i
wﬁy -
4 RLP with
36 projects
IERD TW IDA
Cameroon 13 35 1T
CAR -1
Chad 13
Coﬁgo ' 38
Dahomey 16
Equatorial Guinea -
Gabon
Gambia b
Ghana 35 25 10
Guinea 1L
Ivory Coast - 56.6 10
Liberia ‘ 29.3 6
Mali 30
Mauritania 8
Niger ) - 22
. Nigeria ) 8L
éenegal . 21:5 6.5
Sierra Leone da3
| Togo 6o . 9
Upper Volta 35
3259 91.5 198.8
Number of projects 13 5 L7
" Average loan/ ' 23.9 18.3 11.7

1L 6 21
ok o 16.8 10.2

Table IIT
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Mr. TR Carglill _ August 20, 1975
Saad S. El Fishawy

ABYU DHABIL: Two-Year Bond Issue -~ September 1975

This morning, I called Mr. John Butter. e said that he had
received copy of Mr. McNamara's cable to Minister Mohammad Habroush.
e added that they intended to roll over the 1-1/2% million dollar
two-year bonds msturint®on September 15 and which the Ministry of
Tinance holds. IHe alsc gald that he would contact the Palace so
that the Ruler, Sheikh Zayed would also roll over the 1/2 million
dollar two-year bonds which he holds in his private account and which
will mature on September 15.

On the subject of the "Third Window", he said that a memo had been
gigned by Minlster Habroush and would be presemted to the Council of
Ministers at its next meeting to approve Abu Dhabi's contribution.

e said that the contributlon might not amount to the 10 million dollars
which I aimed at in my letters to Minister Habroush, Minilster Al-Sweidi and
to Sheikh Al-Maktoom, but preobably would be 5 million dollars. IHe sald
that Abu Dhabi would commupicate the result to the Bank in the course

of mext week.

SE1Fishawy/xh

ool Massrs. Adler
Paijmans
Rotberg/Hittmair
Goodman
Kochman
Hattori
Burmester
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Mr. J. Burke Enapp " August 18, 1975
Mr. E. Sterm, Acting Vice President, DPS
Mahbud ul Hag, Director, PREPRD

1. Mr. Adler's proposals on this subject, made in his memorandum to
Mr. Melamara of July 28, provide a useful basis for discussion and include
the proposals we had made to you earlier thisz year omn the allocation of
Third Window funds. Our present suggestions for modification of his.
proposals do not, for the most part, imvelve large amounts, but they reflect
certain gemersl policy considerations which we believe are importest. Sinece
we are curremtly in the process of an overall smalysis of the allocation
eriteria implicit in the 1975-79 lending program, which we expect to complete
by mid~September, we have used cur prelimisary results as a basis of comments
on My, Adler's proposals.

2. 1 should alse like to call your attemtion to Mr., Adler's memoran-
dun of August 12, particularly paras. 6 and 7. These seem to modify the®
previous exercise comsiderably. It would have been far better if there had
been some imitial consultation by P&B so that it would heve been unnecessary
to change allocation figures and instructions within two weeks of each other,
since this can only lead to confusion.

3. Before giving our detailed suggestions, I would 1ike to make these
general pofute:

a) For the IBED program, we are uneasy about the “idealized"
approach used by P&E as a starting point for adjusting
for overprogramming. We need a more careful review of
individusl country requirements, including project
readirgss, Moreover, while we stromgly support the view
that the Regional offices should be primaerily responsible
for IBRD priorities within the Region, some central
veview will still be regquired to make decisions ﬂnt
inter-Regional priorities.

b) ¥e suggest that small reserve funds be maintained for
the Third Vindow and IDA, st least until March 1976, to
deal with crisis sitwations which, as we have seea in the
past, often requive a quick response. These include
natural disasters, unexpected export shortfalls, expected
shifts im the internmational situation such as in the Middle
East, ete. The sire of such funds should perhaps be put
at $60 million for IDA end $20 milliom for Third Wiandow.

¢} Im Para. 11 of Mr. Adler's wmemorandum of July 28, he sug-
gests guidelines for the idemtification of Third Vindow
projects. Except for the second (b), which deals with
getting projects to the Board, we do not understand the
rationale for the criteria proposed. There would seem to
be no justification for keeping blemd projects imwolving



d)

LS o

Thivd Hindow fends to a minimum, provided the project is
sdditional. There zlso is no basis for restricting TW
projects to the newer socisl sectors im IBRD-TW countries
and in the traeditional sectors im TH-IDA coumtries. The
™ was developed and justified om the grounds that
additiopal capital was vequired om terms sppropriste to
the curvent world ecconomic situstiom. The domors have
no sectoral expectations amd certainly it makes mo

- sconomic sease to establish suy. The selection of projects

in each country should continue to be guided by the
development strategy we wish to support im that particular

/country and mot by the different sources of our finamce.

In respect of the Third Window sllecations, which we
originally proposed in our memo of Merch 15, 1975, and
which are incorporated im Mr, Adler's memo, we now
believe that creditworthiness considerations (smd the
guality of the IBRD portfolieo) sheuld be reflected te a
somewhat greater extent tham they were in the original
proposals.

4. Our specific suggestions are gulded by ome or more of the gemeral
congiderations mentioned above. We recommend that:

a)

b)

e)

4)

The Thirvd Window be eliminated for Bolivia and Congo -
two small countries which have good oil resources, and
slready high levels of per cepita grant ecuivalents.

The allocations to several other small countries be held
te the proportions that we recommended in the memorandus
of March 15, rather tham rounding,them up to $5 million
or more, as propesed im Mr. Adler’'s memorandum. This
wold lead to reductions by $2 or $3 million in the
mmounts recommended for The Cambia, Toge, Liberia and

The Third Vindow sllocation proposed for Tansenia be
reduced by $8.0 million to be compensated by a $4 million
increase in the IDA program becsuse of the cowntry's
serious long-term creditworthiness preblems.

The $125 million Third Window sllocatiom for India preoposed
by PGB be reduced to $100 million. This IV amount womld
be used to replace emtirvely the §$100 million IBRD alloca-
tion requested by the Region im the latest draft CPP for
FY76. At the present time we agreec with the Region that

a somevhat wore pessimistic view should be tskem of India's
long~term creditworthiness for Benk lending, and the TW
allocation would csse the debt burden while furcther con~
sideration is being given to continued IBRD lending.



e)

£)

8)

h)

1)

3

For Pakistan, a proposal to imcresse the IDA
sllocations was recemtly rejected by Mr., McNemara
on performspce grounds. In comparison with

Mr. Adler's propossl, this would mean $32 million
less for that country.

ruw.u-mnmmnﬁrmwm
and 1DA, but would seggest cthat the IBRD program
be reduced because of doubts about the coumtry's
creditworthiness.

Instesd of inereasing proportionately the IDA
allecstions, as proposed im Mr. Adler'smemo, we would
suggest holding IDA st its presently programmed
jevel for Esst and West Africa (ewcept Tanzania) sod
leave the curremtly underprogrammed smount of $61
million ss a reserve fund for the time being.

For Kenya, Kovea, Thailend and the Failippines, we
mmnwww;xlmum
grounds that all four have had good performesnce and
relatively good ereditworthiness, but relatively low
grant elements in their presemt programs a8 well as
growing debt service burdens.

There are at least two countries inm the Middle East
(Jmudmu)mmwummm
limited so far because of the politicsl situation pre~
vailing in the regiom. If this situstion changes for
the better, we should be prepared to lend some Third
Window funds. The proposed reserve of $10 million will
facilitate such an allocation late im FY76.

S. The changes resulting from cur recommendatioms ave svanarized
in the attached table.

Atischment

ce: Mr. McHamara Hr., J. Adler, P&B
¥r. Chemery (o/r)
Mr. Chernick (o/r)

JAEdelman/IBherier/Miaq: jet



sy

_A.__Third Window

Reduction ‘ P&B brs Difference
Bolivia 6 - -6.0
Congo 5 - -5.0
Gambia 5 P -2.5
Togo 5 2.5 -2.5
Liberia 5 2.0 -3.0
Senegal 18 15.0 -3.0
Tanzania 18 10.0 -8.0
Tndia 125 100.0 25.0

Subtotal 187 132.0 -55.0

Increases
Kenya 25.0 30.0 5.0
E1 Salvador 5.0 10.0 5.0
Korea 25.0 35.0 10.0
Philippines 250 35.0 10.0
Thailaud 25.0 30.0 5.0
Reserve Fund - 20.0 20. 0

Subtotal 105.0 160.0 55.0
B. 1 DA

Reduction
Total Eastern Africa 269 249 -20
Total Western Africa 172 163 -9
Pakistan 113 81 =32

Subtotal 554 493 -61

Increases

Reserve Fund - 61 61
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IMPERIAL EMBASSY OF IRAN
WASHINGTON, D. C. 20008

/ 7 August, 1975
% r;maﬂdéﬂ

Dear Mr. N@l&nﬁra:

| have the high honor to forward herewith
the following message which has just been received
for you from His I mperial Majesty, the Shahanshah
Aryamehr of |ran:

. Dear Mr. McNamara:

| thank you for your message in
which you have informed me of the es-
tablishment of an intermediate financing
facility in your bank for providing addi-
tional assistance to developing countries
on concessional terms.

| like your proposal very much
and | believe that it will fill a vital need
for supplying urgently required funds to



...2..

the poorer countries of the third
world. Concerning my country's
participation in this new World Bank
facility, | will be able to answer you
in this regard on the first of October.

| appreciate very much the
cordial sentiments which you have
expressed with regard to Iran and |
send you my best wishes,

Mohammad Reza Pahlavi "

May | take this opportunity to renew the
assurances of my high esteem and most cordial
personal regards.

Very sincerely yours,

Ardeshir Zahedi
(Dictated by telephone)

The Honorable Robert S. McNamara

P resident

International Bank for Reconstruction
and Development

Washington, D. C. 20433
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Mr. I.P.M. Cargill August 15, 1975
Saad 8. E1 Fishawy

ABU DHABI: Contribution to "Third Window" Subsidy Fund

Please find attached the tramslation of a letter I sent to H.E.
Sheikh Ahmad Khalifa Al-Sweidi, Minister of Foreign Affairs, Abu Dhabi,
United Arab Emirates.

Letters along the same lines were sent to:

H.H. Sheikh Hamdan Ibn Rashid Al-Maktoom

Deputy Prime Minister and Minister of
Finance, Economy and Industry

Abu Dhabi, United Arab Emirates

and to:

H.E. Mohammad Habroush

Minister of State for Financial and
Industrial Affairs

Abu Dhabi, United Arab Emirates.

Encl.

cet Messrs. J.H. Adler
Goodman
Hattori
Kochman
Burmester

SE1Fishawy/rh
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Translation \

His Excellency, The Honorable Brother Washington, D.C., August 13, 1975
Sheikh Ahmad Khalifa Al-Sweidi

Minister of Foreign Affairs

The Palace of the BRuler

Abu Dhabi, United Arab Emirates

Greetings, Warm yishes and sincere friendship:

During my visit to Abu Dhabi at the end of last month, unfortunately,
I did not have the pleasure of meeting you because of your travel abroad.

*I wish to inform you of the latest stages that the World Bank scheme
to grant loans to developing countries at an intermediate interest rate
(4.5%), between the 8.5% interest currently charged by the Bank and the
lenient terms offered by the International Development Association (interest-
free credits with only 3/4% service charge) have reached. This scheme,
commonly known as the "Third Window'" has been approved by the Bank's
Board of Executive Directors at its meeting held on July 29, 1975.

Until now certain OPEC and OECD countries have contributed
to it an aggregate amount of 114 million dollars, as follows:

Country . " . Contribution in US$
Canada 20 Million
Kuwait ' 20 -
Netherlands 20 S
Norway 4 =
Qatar 5 N :
Saudi Arabia 25 "
United Kingdom 10 =
Venezuela 10 e
TOTAL 114 Million

As you may recall, during Mr. McNamara's visit to Abu Dhabi last March,
this scheme has won the noble support of His Highness Sheikh Zayed and or
your Excellency. We were hoping then that the contribution of the United
Arab Emirates would amount to 20 million dollars.

With our full appreciation, and the appreciation of the developing
countries, of the generous assistance which the United Arab Emirates have
extended and are still extending to them for the purpose of economic
development, we nonetheless consider that your contribution to this inter-
national scheme is of particular importance.



I believe that if it would be possible to have the decision taken by
the United Arab Emirates to contribute at the present time the equivalent
of ten million dollars and to notify the Bank officially thereof, such
contribution would have a most welcome impact, particularly if the announcement were

made at the Annual Meetings of the Bank's Governors, which starts on
September 1, 1975,

I take this opportunity to inform you that the Bank management is
making progress towards increasing the Bank's capital, so as to increase
the voting power of the OPEC countries from about 5% to about 15%Z, as

Mr. McNamara has informed you.

Hoping to hear good news from you and about you, and to meet you
in good health under the best of circumstances, God willing,

Sincerely,

/s/ Saad S. El Fishawy
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Mr. J. Burke Rnapp f/ huguat 14, 1973

/'\ o
Willdam J_Ii‘lu‘ﬁl“({\ J

V

Bank/IDA/Third Window Allocations for ¥Y

1. You asked for comments on the allocations proposed by lir.
Acler in hig July 28 memo Lo Mr. licliamara. Here they are.

Heneral

2 I am puzzled about the allocation of IBRD fuauds. Yo roduce
Yover-programaing', the $5,437 wn. "lending program’ has been veducsd to
$3,200 m., "or about 10% more then the Woxld Rank leuding proprom o
allow for some unavoidasble country and related project losses.” Howaver,
the approved lending program is §4,702 m., not 33,200 =m.; and the manane-
went is gllowed au over-yun, for certain purposea, of up to 10%. So thae
$3,200 m. canaot include that 10Z. 1If, however, it ia the 107 on which

0

siippage 1z eupected, thon the 85,200 m. 13 an operations, not a2 l,”otna,
propz and cannot be added to the IDA and IW hu;a, vhich |
proar In wihat sense, therefors, is the: 35,200 n. in

Tudh fund ‘i f

3. If the IDED tetal is an operations 1 which 10% nmust
be cut ta reach the londing pregram, I assun ton docsn't
have to bether. For the 10Z would amount teo & trivial 56 million.

4, Allotting ILRD totals to the glens fer distyibution within the
Replon i3 2 good iden da principle. U mevar, I note that the repglonal
Allocation 1s not barzsd on veplonal conpiderations, bur is rather the
summation of individual country pro ??L“ﬂh which of courss were established
on the basls of coun.sy considersiicns. Given the fact that country con-
gide raticng will }aVL to govern (as they should) and that the Rernions
may only "pronose" ecuntry allocatiocns, the apparent deecentralization is
not very meaningful,

Fy As for re-prograsning IDA funds, excoept for the minor verlations
referred to in P&B's para Y, the re-allecations are strictly wmechanical
adjustimenta. hus, walle tha allocatdiens for all S.A. countries have
increased (some conaiderably), 21l the increases are machanical aljunt-
ments based on principles of equlty decided in ¥ay 1874, and are not
rezponaes to later re-asseszstentg of nced or re-svaluwaticns of serformacee.
tha only new figure which micht be, fn a coneval waw; out of line, i the
CiCs

one for Sri Lanka, which is 55% lareer than it wves bafors, Howvever, for
the time belng, I would prefer to accept 211 the fipures proposed.

6. IW funds are of course ISRD funda, snd thedir allocation ghould
tharefore bo infivenced by country croditvarthiness conniderstionsg. r.
Naq'e memo of tarch 15 referred to erclitworthinzss censiderations. It
is hard to seec how Indla would, on much gengiderations, be elizilbile for




Country Co:
D —— LSRR

T¥ funds. In thiz connection, I note that cowntriss

and, that 5200 millien of ¥W ifunds will 26 to count
eless. If the forrer couald be svostituted

uivalont
latter, we would have a situation batte e eanicity to gervics
&

4

(5 ~

gebts Dut I suppose the peculior situation of Inidla salkes rais impossibile.
(See para 12 balow.)

= A KT . T A | b 7 . #
F i ir. Meliamara saild, last wacek,

the "ripple effect” will alzo call for aodit
"ripple", i.e. Col, € 23 opposcd to Col.
wae shall produce additional projucts :
you are no doubt awvere that, excopt ia ir : Ly way of produciug
extra~projects in FY76 is by trying to pull then in from ¥Y¥77, vhich of

4 ¥
course will nave its owvmsoutward ripnlse offcet. {(Pven ia Indla
the puarts of the ¥Y76 program that were to bo sllppad i
the enly firz sarte of tha V77 nprogram.) That ig, thna
will be drawn doun.

G As you wiil note below, it is onlyv in the case of India that ve

ean be coenfident of compdtting the full ILID/IDASW allocation for 197

For the rest, it appears thit wvo coan hit the tarset, more or lesa. bSut
» i H ¥ ¥

much will depend on luck and on coniorming to tight time-~tablosg,

9.
from $150

ey into account S4 .6
million for the IYT sunples yoeur consurrancs, wa have
conagidered to Ge ia adiition to : ¥ allezaticn. Althoush

the cmount iz small, T gessume it should be added to the new allecatica.

Al

13. As geven of the nine projects in the operations program have koen
appralsed, it ghould t2 pessible to coummit thz ontira vrapozed allecation,

As vou will reeall, we raisad the prénosad Fourth Irports Creddt from 575

to $192 millicn 1n anticivation of aa inereased INA allecapion, thus
our forecast of FY756 commitments to $§175 w. for aisw prajects. Ths 2
excluded tha (25 m. Meburd Irvigation DProjeet, new boing racatiated, vhich
will not ba presented to the Board until after bids Lave boen rocedlw
Aprll for mojor profect items and the biddins reozulta ray well nes
copaideration of a larzer ancunt. Yo plaunaed
but the project could be breurht forward., s
close to the tareag, wills

bring uve reasonably
tha

uer o the
it €nuld

amounts now previded for iadiviiual srojects, s fr % SO S
Shallow Tubewells Troject (515 m.) is nmovian factar than ewssers



be availabla ¢
renoic posgoibl
allecation canué
difficulties

11. Buss ite pev gllocation, up
IDA, ¢en he comitied din this
are madintained, The current oparaticss
totalling 862.5 m. but the ambwmt pron
$15 m. ingsesad of 310 m., te cover hiz
raising tha totasl to

) s
Yidzoal year

DTOZYEn CWl

»?ﬁ iﬁr thu.u

thLy ﬂﬂd tha Lowar

in July 25 Board pre would slip,
a

Rowaver, we

12. E}*ﬁ«. Congidarations cf cradd
recommend LLA rathey than W res
pranared wiil d:ﬁ¢@ acainst en
understand that 1t iginot foasibh
40% of IoA rescurces; nor <dous d
Pa could, hovever, aliminste 2 8

only the TW allocation (5125 m.)}.

a one-yeay affsir, FY76 will ecnce agsin ba
for Bank leunding to Iudia -~ thouxh not no

13. We should have mo trouble using the preposed togal
£ $852 million, for the Indinn Cperatlons Pregram for TI76
wa pldnnad to slip some entirely on account of the shortane
wviiich we lave o far been assuming to be 3790 m. - 5600 n.
ank). It was on this basis that ve oatimated 23 Board pra: ationz ffr
tge year. Ve should now be able to add sbout 3, frem tha Indicn pipa-l
to our previous esilmite,

e}
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14- As for the c2lectica of projocts for TW fiananeinz, it is not suny
te reconcile the selection criteria nizh ihe projeet rcalitm_ﬂ of our Vi7L
operatlons program. ihe desisnation of Power IV (5130 ) or the Tertilizer

Industry Projeet (935 m.) and one oth-r ?1 eject wvonld ras
guidelines for TW/IDA countries -+~ hich probability asd prefotenca fu;

projects in traditionzl sectora. llovsver, one projhﬂ: which uwses wp all or
moat of tha TW allocacien is hardly consistent with the wisk for 15 Projaces
for the total $329 nm. And the omall projects are in the uwon-traditional _
sectors. Accerdingly, I propose to conpreamise by capsavking for 1% at tals

tine the Cotteon Development Project for (15 #., the Pylhra Pradow
for $55 m, and the ILDI II Proiect for abo willion (aso

or anotinr project 1f we do neot), a tobal of 120 m.  Upuaver,
gy hove acte vidwd op the aehijeot aod
We zhinil take the matter up with the
From gen,
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additional presentation.
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that sum.

1. I propose tho VAPDA IT pouvar project for T financines,
Board presentation now nlanned foy liow proval in Y76 e
probable and this projeet accerda with for proloct

traditional sectors for TW/IDA countris d

ality would

Involved ag TW funda would ba entively loona. &3 siy of the
elghc projactes dn the opsratdona procgsa have e ampralsad; |

i ¥
expsol oo Jifficuley da ut*iixin? the proposed $118.7 millloa 104 nilncutimw
In fact this can be do.c with cop lass Beoard rrt:autatiau Ehan wa
counted on da reaching our regien 21 eatlnate of 25 for ths

b
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13. Bri Lanka. Jthe prospects foxr using practically all of ¢
allocati&n, increasad Trom 335 @m. o 5544 nm. and atl Iu;, BTR TR
good. The prozent opersaticns prosram consists of tus projocts: an

Projoet for 515 m, curcently planncd for sresentsatien in Jannady &
Apriculture Devolopmon: Croedit for- 620 n, now nln.i‘d fer presentation in
dovarbher., he latter was reduced roecently frem the 325 n, orizinally »l

due to the shortage of fundg undey the prasont INA allscation. Tud
now be reatoved. T

The Irrigatiea Troject i1s in faect tyo differant
an Trrisation ! :d“rﬂi.ILLC Project and the Mahaweldi hi:fa £L(1)

it has now been decided to split and presant separately,
allocation will now enchle 12A to coasider cradits of $20
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EGYPT
(1) P&B Proposal (FYT76) $ Min.: 1%0.0 %,o %5 %
(i1) Comment on Base Figure: —

(i1i) Consequences of P&B Proposal:
e IDA allocation reduced although country barely above IDA cut-off point.

e Grant element reduced (from 34.5% in base figure) to 33.4%.

e Country needs lmrge amount of assistance (justified by economic
performance) and soft blend to easse short~ and medium-term liquidity.

o Over past six months, projsect performanece and disbursements impwowved

significantly, i.e., large amounts needsd could effectively be
absorbed.

e High level management commitment for at least $227 million, requiring
programming for about $265 million.

(iv) Regional Counterproposals
e Increase total allocation to $265 million to mest needs.

e Raise IDA allocation to original $65 million (i.e., grant element
37.4%) or raise TW to $68.5 million (i.e., grant element 34.6%).

e Allow prooassiy of two additional projects -- Upper Egypt II and
Wire Rod Mill.

(v) Genclusion

o Need more funds and softer blend by restoring full IDA allocation or
inereasing TW in lieu of IDA reduction.

e QCould deliwver two additional Pmi"éétﬂ-l/

EMENA CPIA
August 12, 1975

_7.7 Although IPD staff feel Wire Rod Mill can be quickly appraised, Division
Chief feels this is not possible bescause of other projects on gueue and
since latest data not forwarded from Cairo (although availabls).
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(i) P&B Proposal: $8.7 million IDA
(i1) t o ¥ : Should be $21.5 million.

$0.1 mln Hodeida Water Supply and Sewerage
Credit presented in FI75 on special considera-
tions =~ Management commitment to Govermment
and unforeseen slippages and availability of
IDA fundids. Also, Management has already agread
to provide additional $5.5 million for Tihama
overruns.

o Would only allow processing of one project compared with three ($27.1
million)in FYT75.

o Third operation (Hodeida WS&S) was only presented in FY75 to meet
Mr. Mclamara's assurances to Government.

© At no point in FY75 was it mentioned that FY76 programs would be
reduced in lieu of third operation in FYT7S.

o0 At Government's request for TW funds in FY76, Mr. McNamara indicated
YAR was likely to receive increased ZDA funds instead.

o A sharp reduction from $27.1 million in FYT75 to $8.7 million in FY76,
following Mr. McNamara's visit would adversely affect country relation-
ships; also Arab contributors to interest subsidy fund would complain.

o IDA's role in YAR has been highly significant in terms of macroeconomic
advice, technical assistance (project and non-project) and in aid
coordination including that through projects cofinanced by others. A
program allowing for only one project would adversely aifect all this.

© One FY76 project (Education II) has already been appraised; a second

~ (Agro/Industries) is being preappraised now for appraisal in October;
we have told the Govermment and Kuwait Fund that we will cofinance the
Tihama overrun; the Government, Kuwait Fund and UK ODM are pressing
for IDA partiecipation in a new priority livestock projact (we have
written to them that we agree in prineiple).

(iv) Regional Counterproposal:

o Inerease the IDA allocation for FY76 to $29 million on account of
commitments already made to the Government and othsr lending institutions.

© Finance the Education II ($0 million) and Ag ¢redit/Livestock ($10
million) besides the Tihama overrun ($11 million).

(v) lusion:
o The IDA allocation has to be increased to $29 million.
We d deliyery an additional project (Livestock) with a minimal
° Sontfibauion (say $3-5 million) ¢
EMENA CPIA

August 12, 1975
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FDRY

(1) P&B Proposal: Zaro IDA

(11) Comments on Bage Figure: Should be $6.2 million
(Aden Port Credit was in-

creased to $3.2 million
before negotiations)

(1ii) Consequences of PéB Proposal:

e P&B cites overrun in FYTL as reason for cut; CPP Postseript of
February 5, 1975, records that FIT4 increase (Fisheries Supplemental
Credit and Highways II) were spscial cases and PDRY would, in FYT76,
oht-l:u_;?m additional $ 6 million in any event, with a sero allocation
in FYT77.

e TW should result in increased IDA funds to poorsst countries; the
P&B proposal patently contradicts this.

e PDRY has demonstrated good performance in terms of fiscal responsibility
and projects and the latest IMF economie report projects improvements
in economic indicators; both factors argus for increased assistance il
development is to be sustained, particularly given very scarce resources
and projeet prospects.

® DBesides the E. Bloc and recently bugun lending by the Arab and Kuwait
Funds, PDRY has no other sources of capital assistance.

e The Aden Port Credit doouments have besn distributed for consideration
on August 21; the Wadi Hadramsut Project was appraised in January/
February 1975.

e Two successive years of zero IDA lending to a least-developed member
country would adversaly affect its development and relations between
the Bank Group and PDRI and also some of the contributions to the
interest subsidy fund.

(iv) Begional Gounterproposal

e Increase IDA allecation for FY76 from $6.2 million to $10.2 million
(s%m- countries like PDRY should benefit from introduction of the
Td) .

e The Region, in & memorandum dated July 29, 1975, to Mr. Knapp has

recommended that IDA provide $7 million towards the Wadi Hadramaut
Project (citing the main points in (iii) abowe).

(v) Conelusion

e FPDRY needs an additional $4.2 million to maintain the program of
two projects in FY76.

EMENA CPIA
August 12, 1975
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE

ASSOCIATION CORPORATION
Avgus 13, 1975 =
Mr. Blamond:

Bank/IDA Third i:indow Allocations
for £YT6

' the last sentence of para-
memoranduvm, I would like to

o the fact that additionsl 1DA
allocations suggesiyed for Burwma, Nepal and Sri

Lanka are 23.5%, ¥3.8% and 58.3% respectively. If
you were to taks fiust these three countries, 1t seems
that the additighal sllocation proposed for Srl Lanka
certainly SPGmc?to be more genercus than the ones
proposed for ile other two countries.

With reference %
graph 5 of your drafi,
draw your attention

e

I have made minor correctionz on the figures
for Nepal (e ggested

AH. Shibusgwa

A3
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR . I INTERMATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT I ON
OFFICE MEMORANDUM
TO: Messrs. Collier, Alisbah,ES ibusawa and Dunn DATE: August” 12, 1975‘

FROM: yilliam Diamond \ 7}
vV

SUBJECT: Bank/IDA/Third Window Allocations for FY76

May I have your comments on the attached bjf c.0.b. Wednesday,

August 13. Please insert corrections or emendations right onto the text.

Attachment l‘

VDiamond/jw



DRAFT :
WDiamond :GMStreet/jw : .
August 12, 1975

TO: Mr. J. Burke Knapp

FROM: William Diamond

SUBJECT: Bank/IDA/Third Window Allocations for FY76

s You asked for comments on the allocations proposed by Mr.
“Adler in his July 28 memo to Mr. McNamara. Here they are. -

General | '

2 I am puzzled about the ﬁllocation of IBRD funds. To reduce
‘"pver-programming", the $5,487 m. "lending program" has been reduced to
$5,200 m., "or about 10% more than the World Bank lending program to

allow for some unavoidable country and related project losses." The
apﬁrOved'lendinglprogram ig $4,700 m., not $5,200 m.; -and the manage-

ment is allowed an over-run, for certain purposes, of up fo 10%Z. So the
$5,200 ﬁ. cannot include that 10%Z. If, howevér, it is the 10% on whicﬁ
siippage is expected, then the $5,200 m. is an operations,rnot a lepding,
program, and cannot be added to the IDA and TW sums, which are lending
programs. Put anothér way, in what sense is there $5,200 m. in "available
IBRD funds"?

3. if the IBRD total is an operations program, from which 107 must be
cut to reach the lending program, I assuﬁe that thiisegion docesn't have
to bother. For the 10% would amount to a trivial $6 million.

b, Allotting IBRD totals to the Reéions for distribution within the
Region is a good idea in prineciple. However, I note that the regional
allocation is not based on regional considerations, but is rather the

summation of individual country programs, which of course were established

on the basis of country considerations. Given the fact that country comn-



siderations will have to govern (as they should) and that the Regions
may only "propose" country allocations, the apparent decentralization is
not very meaningful.

5le As for re-programming IDA funds, exceﬁt for the minor variatioms
referred to in para 9, I understand the reallocation to bé strictly a
mechanical readjustment based.on the principles of.equity decided on in

May 1974. In SA, for instance, mo country will get a more genmerous or a

[ —

less generous allocation than was decided on a year ago, whatever the laterll

reassesament of needs or reevalua?aon of performance.

6. Regarding TW, I naturally take those to be IBRD funds and their
aiiocation should therefore be influenced by country creditworthiness
considerations. Mr. Haq's memo of March 15 referred to creditworthiness
considerations. It is hard to say how this applies to India. prever, L .
can underétand thé facrors which make it impossible to add to India's IDA
ailoca;ién or to make its TW allotment lower.

1 In this qonnection, I noté_that countries in the $200-375

p.c.p.a. category Qill still get $101 million of IDA resources, afte% ™,

and , that $260 million of TW funds will go to countries in the under-$200

class. If the former could be suhstltuted for an egquivalent amount of the

latter, we would have a situation better related to capacity to service. But

I suppose the peculiar situation of India makes Ehis impossible; India gets
almost half the under-$200 allotment of TW but it ﬁould be politically
impossible to increase its IDA percentage.

8. Mr. McNamara said, last week, "no projects mo TW!™ I take it this

means Bank-wide, not country-by-country. More important, I assume the

"ripple effect" will also call for additional projects. (In S.A., the

\

\



"ripple", i.e. Col. C és opposed to Col. B, is negligible. Nevertheless,
we shall produce additional projects even for new TW countries.) However,
you are no doubt aware that the only way of producing extra—brojects in
FY76 is by trying to pull them in from FY77, which of course will have its

outward ripple effect. That is, the pipeline will be drawn down.

Country Comments

9. As vou will note below, it is only in the case of India that we
can be co;fident of EOmmitting thg full IBRD/IDA/IW allocation for 1976.

. ;
For the rest, it appears that we can hit the target, more or lesé, but much
éill depend on conforming to a tight time-table.
16. Bangladesh. The total allocation, all IDA, would be increased from
$150 million to $206.3 million. P&B's approach to édjusting the allocation
did mnot t%ke intalsccount the 4.7 million for the IWT supﬁlemental loan
which, with your concurrence, we have considered to be in addition to the
current regular a}locatiqn. Although the amount is small (34.5 m.),_I assume
it should be added to the new allocationm. |
11 As seven-of the nine projects in the operations program have been
appraised, it should be possible to commit the entire proposed allocation.
As you will recall, we raised the proposed Fourth Imports Credit from $75
to $100 million in anticipation of an incfeased iﬁA allocation, thus raising
our forecast of FY76 commitments to $175 m. for six projects. That forecast
excluded the $25 m. Muhuri Irrigation Project, now bfing negotiated, which
will not bé presented to the Beoard until after bids ﬁave been received
in April for major equipment itewms and the bidding results.méy well necessitate
consideration of a larger amount. We planned to postpone presentation until

July 1976, but the project could be brought forward. Muhuri would bring us



reasonably close to the target, while still aliowing for a small increase

in the amounts now provided for individual projects. Moreover, processing
the Shallow Tubewells Projecf $15 m.) is moving faster than expected; it

may be available as a back-up. And the Fisheries Project ($15 m.) is a
remote possibility. So-we seem safe., However, cormmitment of the total
?llocation for Bangladesh cénnot be considered 2 certainty at this point,
given the difficulties of working in Bangladesh.

2 Burma. The new allocation, up from $40 m. to $49.4 m. and all IDA,
can be committed in this fiscal year if present processing schedules are
maintained. The current opérations program consists of three projects
totalling $42.5 m. but the amount proposed for the Mining ?roject will be

$15 m. danstead of $10 m.,to covér higher forelign cxchaagé capts, thus raisging
the total to $47.5 m. This figure is close enough to the allocation, for the
time being. The uncertainty stems from the fact that Board presentation of
both the Mining and the Lower Paddy Development Projects is planned for May.
One or both might{slip out of the fiscal year. In the estimate we gave P&B
in July (25 board presentatidns for the Region), we assumed one would slip.
However, Qe shall try to beat that, and will report in mid-year.

T3 India. I have already comﬁented on our view that prudence would
lead us to recommend IDA ratherJthan TW resources for india. (The CPP now
beiﬁg prepared ﬁill argue against an inc§ease in Bank lending.) However,

_it is clearly not feasible at this time to give India more than 40%Z of IDA
resources; nor is it possible significantiy tc reduce the TW allocation.
Since TW is presumably a one-year affair, FY76 will once again (as in‘FY75) be an

exceptional year for Bank lending to India.



14. We should have no trouble using the proposed total allocation

of $862 million, for the Indian Operations Program for FY76 is strong and we

planned to slip some entirely on accocunt of the shortage of resources (which - .
we have so far been assuming to be 3700 m., - $600 m. IDA and 35100 m. Bank. -

It was on this basis that we estimateﬁ 25 Board presentations for the year.

We should now be able to add about 3, from the Indian pipe-line, to our
previous estimate.

15. - As for the selection of projects for TW financing, it iS\noi easy

to reconcile the selection criteria with the project realities éf oﬁr FY76
operations program. The designation of Power IV (150 m.) or the Fertilizer
inéustry Project ($95 m.) and one other project ﬁouid respond to the P&B

. guidelines for TW/IDA countries —- high probability and preference for proiects
in traditional sectors.. However, one project which uses up all or most of

- the TW allocation .is hardly consistent with the wish for 15 projects,
Bank-wide, for the $500 m. And the small projects are in fhe non-traditional
sectors. Accordingly, i propose io compromise by earmarking for TW at this
time the Cotton Development Project for $15 m., the Andhara Pradesh CAD Project
for $55 m. and the IDBI II Project for about $50 million - (assuming we do it,
or cutting  if we do not) a total of $120 m. However, the Government

may have some views on the subject and we wouldlwant to take them into account.
We shallrtake the matter up with.the Government when we get the green light from you.
16..  Nepal. éngspects for utilizing almost all the new allocation, “
increased from)$§6:m. to $44.7 m. and all "‘IDA, are gqqd if the current processing
schedule can be maingiined. The present operatiens program qmnsists-df thraae
projects totalling $§§;a million. Under the current financing plan for the

Kulikhani Hydroelectric Project, the Govermment would provide approximately



#34 i

$3.6-m., to cover part of the total $56.3 m. foreign exchange. With the
proposed increased allocation, IDA would be able ta finance this amount,

#4222
raising the estimated total commitment figure to $40<8. There would still
be a small margin for possible further cost increases before commitment to
Kulikhani and other projects. Here again, thelprincipal uncertainty arises
from the fact that Board presentation of the Irrigation Project is currently
scheduled for June. In reaching the Regional estimaﬁé of 25 Board presentations,

R4

we assumed that it would not do so. Commitment of the $40<8 million mentioned
~above would mean one additional presentation.
717. Pakistan. The President's decision at the CPP review of July 30 to
keep the FY76 program at the level of FY75, was taken before he knew about
the proposed readjustments in the IDA lending program -- readjustments based
strictly on equity. I assume -therefore that the P&B propcsal is now the
operative one: $112.7 m. for IDA and a TW allocation of 550 m. Hcwever, I
assume you will add to the form?ihg $6 m. representing Norad's participation
in the Karachi port Project. The total proposed for Pakisgan is thgn 5168.7
million. We should be able to use all or virtually all of that sum.
18, . I propose the WAPDA Il power-project for TW financing. With Board
presentation now planned for November, approval in FY76 is highly prohably and
this project accords with the preference for projects in traditional sectors for
TW/IDA countries. No additionaiity woul& be involved as here Third Window fundé
would be entirely fcplacing Bank loans. As six of the eight projects in the
operations program have been appraised, I expect no difficulty in 'utilizing
the proposed $118.7 million IDA allocation. In fact this can be done with one

less Board presentation than we had counted on in reaching our regional estimate

of 25 for the fiscal year.
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19. . Sri Lanka. The prospects for utilizing practically all of the

new allocation, increased from $35 m. to $55.4 m. and all IDA, are reasonably
good. The present operations program consists of tﬁo projects: an Irrigation
project fof $15 m. currently planned for presentation in January and the
Agriculture Develppment Credit for $20 m. now plannéd for presentation in
November. The latter was reduced récéntly froﬁ the $25 m. orginally planned
due to the shortage of funds under the present IDA allocation. The cut can
now be restored. The Irrigation Project is in fact two different projects: an

I

irrigation modernization project and the Mahaweli Ganga’I¥a project, which it has

‘now been decided to split and present separagely. The proposed increased

allocation will now enable IDA to consider credits of $20 million for Mahaweli

- ()
(B IR

Gangaa

Tfa and $9 million for irrigation modernization, more than the $15 million

"envisaged so far. (It should be noted, however, that our efforts towards

co-financiﬁg in the Mahaweli Ganga may produce enough results to permit a
reduction of the $20 m.) The above program totals $54 m., reasonably close

to the proposed allocation, and Boérd presentations would increase from two

to three. . Howevef, the aqtuql conmitments would fall shért of this ﬁfojection
to thé extent that efforts to obtain funds from other sources on terms
comparable to IDA aré successful.

20. Summary. The ﬁegion, with increased effort and good luck, could
commit the proposed total allocation of $1380.5 m. Doing so would mean a net

increase of five Board presentations for the year, as follows:

o=



Estimates of Board Presentations

- July Memo ~ This ﬁemo
Bangladesh
-
Burma 2, s _.?; ﬁgfﬁﬁ
India — %
Nepal " 2 3 Hegf
P;kistan '
Sri Lanka i f ‘62 fgi” lﬂ{ é;éﬂﬁ_
s é\ c?

You will have noted, in the comments above that in no case do we visualize

commiting larger amounts by adding projects to our existing operations pregram;

o s
-

e
- EW- R VY

one Ly accelerating ﬁrojecus from the next tiscal year, or by‘expecting
1arger aﬁounts for planned projects. Thus we would this vear go to the Board
with a greater number of projects than we previously enfisaged drawvn from.

a giveﬂ operations program, we must therefore accept a reduction in the
inventory of proje&ts for approval in subsequent years - mainly FY77. That

B}

is, we shall be consuming part of our future pipeline.
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L Set out below for discussion is a proposed response to the
P and B allocation of Third Window resources.

$ million No. of
IBRD W IDA Total Projects
Cameroon 6 25 1T L8 3 ;
C.A.R. - - 1 1 - L
Chad - - 13 13 1 9
Congo 35 - - 23 1 o
Dahomey - - (:gjf“f"” 6 i ]é$ ) -
Eq. Guinea - - - - - e 2
Gabon - - ' - - - :
Gambia - - L L 1
Ghana s 25 10 70 L
Guinea - - 14 s 1 M 1~
Ivory Caast 56.6 20 - Th.b 5
Liberia - 29.3 - 15.5 39.8 L )
- Mali - - 30 30 2
Mauritania - - 8 8 i)
Niger - - 22 22 2
Nigeria 125 - - 125 L
‘Senegal - 21.5 6.5 28 L
Sierra Leone - 9 . T.3 16.3 2 0
Togo 60 S =3 :
Upper Volta - - 0 10 I )
346.9 100.5 168.3 615.7 32
Adler allocation 350 101 1725 623.5
2  You will see that it fits almost exactly the Adler allocation

of resources to the Region. This could only be achieved by adding 4 addi-
tional projects. An allocation based on the 35 projects most likely to
be presented in FY76 would be:

$ million No. of
IERD 1y IDA Total Frojects

305.9 81.5 163.8 551.2 35
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3. There are two main strategies which could be adopted.

(2) provose an allocation which consures 1
tion, based on 39 projects and assumi g a 10% country slit
2

down to
will go

the Region's al

I'

35-36 projects. As we cannct be sure which proje
forward, it is reasonable to discuss money allocat’cns

(which are essentially ceilings) on the basis of what is prob-
able, assuming no country problems.

(b) propose an allocation based or our bhest 25-3F projects =2nd
seek to ineresase our allocations =2z zn3 when needei. Suck =n
allocation, shown in detail in Teble I, would czonsume les:z =<hzan

the Region's allocation in the Adier rmemorandur.

L. The question of additionality of rescurces dersnds on the =-ar
point for purposes of comparison. Here are w=ricus star<ing pointe »ri

could be used.

WAN Lending Frogre—

3 2 millisn
v 25T 'IDA Te=ml
Haq memorandum 3/18/75 iy 1E% b2
Adler memorandum T/28/75 Lz 2 123.3 el
Adler's "reduced" program T/28/75 Be 179k g h
Regional Lending Program T/lO/TS 3k7.9 134.2 B2
Regional Lending Program .8/11/75%/ 37C.3 151.3 Sip
Estimated maximum lending L3z k4 jig, o 526
Estimated minimum lending 28£.9 141.3 Wzt 5
B The question of additicnality of Dro. cts is more 4ifficul:s to bd}

prove, since the constraint on number of proj
capacity. For the purvoses of the exercise it could te argued that the abllit IU(/

=1
2ts is not funds, but zroceszing
_—

to include additional projects in Liberia and Ivory Coas+t Justify inecreasirg
the Region's number of projects from 34 to 36, a 10% increass in Ean=/Thiri

Window lending.

6. Table T
tively. Table II
terms of amounts,
project breakdown

sets out the allocations bas=d an 35 and 32 projectz resrec-
compares current, approved znd provosed lending vrosrams in

number of projects and grant element. Table ITI sh-ws tle
of the allocation based on 23 projects, togelher with an

indication of other "advanceable projects.

1/ Sce Table TII.

T i G T
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T. The following comments discuss issues concerning individual
country allocations:

Cameroon

With an IDA allocation of $L42 million for FY75-TT, Cameroon
obtained $18.2 million in FYTS and $3 million so far in FY76. Financing
Education with $1b4 million IDA aznd the Highways IT Supolement with 3/3
Bank/IDA would consume almost all of the original allocation for FY75-TT.
However, with per capita income of $200, Camercon is designated as a
country whose IDA alloecation should be reduced. While the Program Division
proposes to increase IDA lending to $35 miliion and total PY76 lending to
$63 million, neither of the two supposedly advanceszble projects (Semry and
Rice now in FYTT7) caa be considered likely for FYT6. The suggssted
strategy is to try to conserve the $17 million IDA and finance Port with
Third Window. Even this may be an uphill battle: the Adler allocation
reduced Casmercon's IDA in FYT76 from $17 million to $8 million. If it
appears later that Semry or Rice can be advanced, then the positions
could be reviewed at that time. *

CAR

No problems.

Chad

, _ The Program Division suggests that IDA be increased from $15 mil-
lion to $20 million to finance the Rural Develcvment Fund. (37 million now
in FYT7). T doubt whether anyone would object provided the project is ready.
At this point, that looks doubtful. Hence I have left only Polders snd the
Sategui Deressis Supplement in.

Congo

No problems.

Dahomey

There is only one project in sight - Rural Development at $6 million.
Hence the $14 million allocation is too much.

Equatorial Guineca and Gahon

o projects.
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Gambia

Only one project is likely: Tourism at $4 million. Hence
$5 million TW and $7.6 million IDA is too much. TIf Rural Develooment
is ready it could be advanced as an IDA project at a later point.

Ghana

With a per capita income of $300, Chana will have trouble
keeping its existing IDA =sllocation. I have taken this as the starting
point (i.e. $10 million IDA), rejecting the Division's proposal o in=
crease its IDA from $10 million to $1k million. There may be differsnt
yiews as to where to put IDA and Third Window. ‘

Guinea

No problems.

Ivory Coast

. Most of the FYT6 lending is already commitie
is not much room for maneuver. It boils down to wheth
fifth project.

d to. BPank and chere.
ar we can zdd =

Liberia

_ The question here is whether we can add a fourth project: Educatior.
(Bong appears beyond our appraisal capacit .)
pp L I y

Mali

The suggested allocation of $30 million IDA would mean-$54.2 mil-
lion in FY75-76 compared to an original allocation for three years cf $51 mil-
lion. Even if this is acceptable, the question may be raised as to whether
we shouldn't be doing additional projects, not expanding existing projects.
It leaves open the question of the FYTT IDA allocation.

Mauritania

No problems.

Niger

Unless .the Highways credit is increased, there are insufficient |
projects to consume thr Adler alloeation of $32.7 milliom.




=% = August 11, 1975

Nigeria
The question is whether the water and industry projects will

be ready. This will affect the size of the total Zank program but there
is no question that if ready, they will Tte presented. '

Senegal

Mr. Knapp's decision appears to be accertable.

Sierra Leone

To consume the $100 million Third Window, I have addec rovsr,
currently a non-scheduled project.

Togo

The Adler zllocation offered $5 millicn TW =nd 38
I suggest we accept the IDA for the Rura  Develorrer &

-
more but the question is whether we should razise thi

~ Upper Volta e s At

T have left the 825 million Fighways in TYT7, first because thi
would consume 2 lot of the Region's IDA; secondly teczuse it mey nct be
ready and thirdly becszuse the strategic moment for recuesting advancement

may be at the end of the fiscal year, ratier than row.

Attachments

Distribution: Mr. Chaufournier
WAN Department Directors
WAN Division Chiefs
Mr. King
Mr. Lenfant
Mrs. Milkovich

4]
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CAMEROON
CohaBs
CHAD

CONGO
DALIOMEY
EQ. GUINEA
GABON
GAMBTA
GHANA
GUINEA
IVORY COAST 1/
LIBERIA 1/
MALT
MAURITANIA
NIGER
NIGERTIA 1/
SENEGAL

SIERRA LEONE 1/

TOGO
UPPER VOLTA

TOTAL

Adler proposal

WAN FY76 Lending Programs

A

Tahle 1

B

FY76 Lendipg Progran
based ori 35 projects .

FY76 Lending Program
based pn 39 projects

IBRD W IDA  Total No.of Projects
6 25 17 48 3
- - 1 1 -
= = 13 13 X
35 ~ & B 35 1
= - 6 6 1
= = 4 4 1
35 25 10 70 4
=, = 14 14 1
56.6 10 , = 66.6 4
29.3 -~ 6 35.3 3
= = 30 30 2
= = 8 8 i
- e 22 22 2
84 o = 84 3
i 91,5 6.5 28 4
S . 7:3 7.3 1
60 5 9 69 2
= = 10 10 1
305.9 81.5 163.8 551.2 35
350 101 172.5 623.5

IBRD TW IDA Total No.of Projects
6 25 17 48 3
g - 1 1 g -
- - 15 I8 1
a5 4 - 35 i
- - 6 6 b
- - 4 4 1
35 25 10 70 4
- - 14 14 1
56.6 20 - 76.6 5
29.3 - 10,5 39.8 4
- - 30 30 2
- - 8 8 1
- - 22 22 2
125 = - 125 4
- 2145 a3 28 4
- 9 7:3 163 2
60 - 9 69 2
- - 10 10 ]
346.9 100.5 168.3 61 5.7 39
350 161 172.5 ©23.5

1/ Includes project not in FY76 Regional Lending Program in T

WAN/PC
8/11/75

able B.




Compariscn of WAN Country Lending Program

FYT6

TABLE TT

“zmeroon

.a.R

RIP 8/11
Approved 1/

Adler proposal
Division proposal
Suggested

RLP 8/11
Approved

Adler proposal
Suggested

RLP 8/11
Approved 2/
Adler proposal
Division proposal
Suggested

Jango

RLP 8/11
Approved 3/
Adler proposal
Division proposal
Suggested

Zahomey

Vs

RLP 8/11

Approved 2/
Adler proposal
Division proposal
Suggested

. Guinea

$ million

IBRD

28
25
15

28
28
12.
35
35

IDA

20
17
7.9
35
17

o

23
15
20
13

No. of
Drojects

O

13
29
33
22
i3

-

A )

[l A R T

Grant Grant

Element FElement
(3m) o

20.9 LLk4

17.9 37%

19.2 Lig

Lok 67%

28.3 59%

go#

897

89%

85%

827

3 11%

3 11%

3.9 227

3.9 117

3.9 114

85%

897

89%

89%

89%

b

As per Adler memo T7/28/75.

Highway Surplement.

As per Adler memo T/28/75.-

w0 FEL RNy T

Possibly ignored slinnage of DFC from FYT5 to FYT6 and

b



o 1
Grant Grant
$ miliion No. of Element Element
IBRD TW IDA Total Projects (&m) 7%
stinued
zon - - - - -
=zia ‘
RLP 8/11 - - N L I 3.6 §o7
ipproved L1/ - - T T 2 €.2 8o%
Adler oproposal - 5 7.6 12.6 - G.3 The
Division proposal - - L 4 al 3.6 807
‘gested - - i L 3 3.6 gor
RLP 8/11 54 - i <T0 L 20.9 307
Approved 17 45 - 10 85 L 13.9 25%
Adler T/28/75 Ls 18 2.5 68.9 - 1k .6 21
Adler 8/ 1/75 L6 1k 10 70 L 20.9 29%
Division propoasal 31 25 . 1k 70 L. B ; BRI lin %
rgested . 35 2y - 10 T0 ¢ = 25 .2 367
(freg 7
RLP 8/11 ‘ - - 1k 1L - 1 1 8%
Approved 2/ - - 1k 1k 1 85%
Adler proposal - - 13.% 1313 - 8a%
Division proposal - - . 1k 1k 2 89%
Suggested - - 14 1k 1 89%
wyy woast
RLP 8/11 66.6 - - 66.6 L T3 11%
Approved 1/ 63 - - 63 L T3 11%
Adler proposal - L8 15 - 63 - 12.8 20%
Division proposal (55) (25) - (80) 5 18.6 23%
Suggested - 56.6 20 - 76.6 5 16.3 21%
ceria
RLP 8/11 29.3 - 6 35:3 3 8.5 2Lg
Approved 1/ 29.3 - 6 35,3 3 8.5 27
Adler provosal 3/ 29.3 5 10.5 4L .8 - 15.0 33%
Division proposal

Suggested 23,3 = 10.5 39.8 L 8.5 31%

As per Adler memo T/28/75.
Knapp decision; Adler memo chows $8 million. ;
wl IPA mllecation for FYTS5-TT was 312.midlisn, Wit 'Sdeal’ alloeation showl

SerHnbIny .




Knapp decision.

€

¥

1

Grant Trant
$ million No. of Elerment 1 smetit
IBRD TW IDA Total Prcjects (%m) %
zztinued
RLP 8/11 - - 25 25 2 229
Approved - - 25 25 - ga%
Adler proposal 2/ - - 11:3 123 - £3%
Division proposal - - 30 30 2 £29
Suggested - ~ 30 30 2 £3%
z.»itania
? 8/11 - - 8 8 1 z29
~uproved 3/ - - 8 8 1 £27%
Adler proposal - - T+9 Tl - 227
Division proposal - - 8 8 1 c2%
Suggested - - 8 2 1 2:7
s
RLP 8711 - - 20 20 £29
oroved 1. - - 18 13 - I35
~uler proposal - - 3h.7 AT = £2%
Division procvosal - - et 22 2 £3%
Suggested - - 22 22 2 <%
igerig
RLP 8/11 84 - - 8L 3 1%
Approved L. 139 - - 139 5 T1%
"dler proposal 100 - 100 - =2
Laggested 125 e - 125 L 1%
zregal
RLP 8/11 6 - 2 28 L L.7 7%
Approved “/ - 21.5 6.5 o8 ! 16.5 =3%
2Adler oproposal ks 18 2.8 65.8 - 16.4 25%
Suggésted = 21.5 6.5 28 L 1£.5 TRg
l2rra Leone
RLP 8/11 - - Tud Tl % 6.k 20%
Approved 1/ “ = T.3 7.3 1 6.k 299
Adler proposal - "9 9.6 18.6 - 1320 TO%
Division proposal
Suggested -~ 9 7.3 16.3 2 10.9 67%
/" As per Adler memo T/28/75.
LD B R 1 aliacation T e T <N - e S ] Fs




Grant Grant
$ million No. of Element Elemen*
IERD TW TDA Total Projects ($m) 4
Corntinue=d
Tozo .
RL® 8/11 60 - 5 65 2 L.5 89% 2
Avrroves 1/ 55 - T 62 2 6.3 -y
Adler proposal 55 5 8.6 68.6 2 10.1 78% =/
Divisior provosal 60 - 10 T0 2 8.9 89% =
Suggzested 60 - 9 69 e Bl 897
Uprer Volta
RLE 8/11 - - 10 10 1 89%
Apzroved 1/ - - 10 10 1 89%
Adler provosal - = 23.h 23.4 = 897
Divisiorn prerasal - - 35 35 2 89%
Suzzestei = - 10 10 1 89%
1/ As rar Aile» meme 7/25/75. .
2/ Exelades 2T,
BIL14T5
= &



Project Breakdown of Suggested Lending Programs Table IIL
BLP witcthout TW
. 8/11/75 RLP with TW Other Projects
No. Present
Country Project IBRD IDA Proj. IBRD TW IDA Project Status Amount
Cameroon Education 14 14 Mbaos a7 15
Port 25 25 Semry FY77 8
DFC 3 3
Road Suppl. 3 3 6
Total 28 20 6 25 17 .
C.A.R. Education Suppl. - 1 = - - 1
Chad Polders 5 5 RDF FY77 7
Sat. Der. Suppl. 8 B
Total - 13 — - 3
Congo Rail 28 - 35 = =
Dahomey Cotton - [ - - 6
Eq. “Cuinea 25
Gaubun B
Cazbla Tourism - 4 - - 4 Rur. Dev. FY77A 4
Chana Cocoa 14 14 ECC FY77A 10
Highway 15 10 25
DFC 10 10 5
Rural Dev. 14 7 11 L0
Tutal 53 17 35 25 10
Tainea  Highwavs - 1% - - 14
Tv. Coast  Hlghways 43 3 - - it
S5E 5.6 5.6 Rail FY77 n
BIDLEL B a Urhan FY77A *5
Rire 10 10
Rural Water (FY77A) - 10
Total 66.6 36.6 20 -
_Tiverfa  Tighways 275 270 T (Tong) wE. A
Power 1.8 1.8
RD (Lofa) 6 6
Education (FY77A) - - 4.5
Total 29.3 6 29.3 = 10.5
Mali Cotton = 10 10
Highwavs 15 20
Total 25 30
Mauritania Porc - 4 - - 8
Niger Maradi 10 10 Namarigoungou FY77A 3
Highways 12 12
Total 22 22
Nigeria Rubber 14 14 Water Kaduna
Kano - 40 - 40
Small Scale 30 30
Water West (NS) - &1
Total 84 125
Senegal Livestock 4.5 4.5 Casamance FY77A 10
5 Terres Neuves 2 2 Rail FY77A 10
Highways III 14 14
Highways IV 1.5 7.5
Total 26 2 279 6.5
Sierra Leone Education 7.3 7.3
Power{Ns) - ‘9 DEC FY77A 3
Total 7.3 9 7.3
Togo CIMAV a0 &0
Upper Velta iu 10 Highways F¥774A 25
i
| WAN/PC

8/11/75




] h Ln \‘f?

- -eangAn 64145 : | l hes
o il 7 a).,.,,gf .... )
| | INCOMING _TELEX < .
. From: Kuwait S “hﬂr"GQ?
AL SUND UK >
LA B75p05 .. |
CINTFRAD 64145 ’ u /- 2p Distribution:
: Mr. Cargill -
FOR MR. ¥.P+ CARGILL, VICE PRESIDENT FINANCE
THANXS YOUR TELEX OF AUGUST 1ST INFORMING US OF APPROVAL RBY
EXECUTIVE DIRECTQRS OF THE RESOLUTION AUTHORIZIRG THE
ESTABLISHMENT OF THIRD WINDOW. I AM PLEASED TC INFORM YOU
 THATTME DRAFT LAW AUTHMORIZING THE KUWAIT GOVERNMENT TO
;*q;k*cnnrnzautx T0 THE THIRD WINDOW WAS SUBMITTED TO THE NATIONAL
3 . | ASSEMBLY SEVERAL WEEKS AGO.
g
1 BEST REGARDS
&
ABDUL RAHMAN SALIM AL-ATEEQY
MINISTER OF FINANCE v
' ALSUNDUY 2025¢ :
INTFRAD 64145 b
AUGLST 18, 1975, @ i

INTFRAD 54145 _ o



UDENRIGESEN XNISTERIET
MINISTRY OF FOREIGN AFFAIRS

Mr, P.N. Damry

Secretary

International Bank for Recon-
struction and Development

1818 H. Street, N.W. Washington

P Uil i
P Uy ters ) 2k

\ B

DANIDA

Afdelingen for internationalt udviklingssa: rbejde
Danish International Development AL «ncy

-

-

b Gotiio W

AMALIEGADE 7
DK-1256 K@BENHAVN K.
TELEFON: (01) 12 30 60

TELEGRAM ADR. ETRANGERES

POSTGIRQ" 16 80 01 g ;
. D.C. 20433, USA y T 1/ 723 WIROH
Ll — DEAA LA 2 Mgt S B
......... BILAG DB: NR. T3 C.2'7).[a/'3. ; BATO, Aug'ust. 1975.
ENCL., BEDES ANF@RT VED BESVARELSE] [To wHICH PLEASE REFER
Ii &‘}Jg h\‘.anm.
2o KL = T piSee.
| Re: Intermediate Financing Facility b

_ (Third Window)

Dear Sir,

N

On behalf of the Minister for Foreign Economic Affairs,

Mr, Ivar Nergaard,

of your letter of August 7,

I hereby acknowledge the receipt
1975 on the above subject.

You will know from the meeting of the Executive Direc-
tors on July 29, 1975 that the Danish commitment to a
contribution of 3 mill.§ to the Third Window was given
subject to legislative approval. We are in fact at pre-
sent in the process of submitting the matter to our
Parliament's Financial Committee, but we do not expect
to be able to give our formal dicision before October,
1975. I should add that for budgetary reasons our con-
tribution cannot be made in our present fiscal year, but
will, subject to the above approval, be available by

April, 1976.

As regards the form of payment I whould like to be
allowed to revert to this question at a later stage.
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INTERNATiONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

{
INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
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August 8, 1975
/
/

Mr. McNamara: /
J

I attach the draft of a suggested cabié to

the Shah of Iran. J
/
The draft has been seen by the EMENA Region
(Martin Paijmans) and incorporates theif comments.
The last paragraph was added at their fequest;

you will note that it suggests an early meeting

An earlier draft was seen qﬁd approved by
Peter Cargill, and I am sending ‘him a copy of

this one.
I{' ymoyé J. Goodman
F ¥
i y, 2
;Cu-f \):/Z' . ':,:f‘/ LT |
j
Tkt f;;w3+.i- - T r,z*-k_r ; 5
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DRAFT
RJIGoodman/rf
August 8, 1975

HIS IMPERIAL MAJESTY ‘fﬁigmizf__i§1Lii;i
MOHAMMAD REZA SHAH PAHLAVI o - 2B
SHAHANSHAH ARYAMEHR OF IRAN 4 ¢

TEHRAN IRAN + 7,

MAY T ASK PERMISSION TO ADDRESS,YOUR IMPFRIAL MAJESTY FOLLOWING PERSONAL MESSAGE.
i THE '
THE EXECUTIVE DIRECTORS OF THE WORLD BANK, WITH/STRONG SUPPORT OF THE DEVELOPMENT

¥

COMMITTEE AT ITS MEETING LAST JUNE, HAVE RECENTLY AUTHORIZED THE ESTABLISHMENT OF
AN INTERMEDIATE FINANCING FACILITY IN THE BANK, KNOWN AS THE THIRD WINDOW, TO
PROVIDE ADDITIONAL ASSISTANCE TO DEVELOPING COUNTRIES. THE NEW FACILITY, WHICH IS
EXPECTED TO START OPERATIONS ON OCTOBER 1 FOR A PERIOD OF ABOUT ONE YFAR, WILL
FINANCE ADDITIONAL DEVELOPMENT PROJECTS IN THESE MEMBER COUNTRIES, PARTICULARLY

THE POOREST OF THEM. THE INTEREST RATE NORMALLY CHARGED BY THE BANK ON ITS LOANS
WILL BE REDUCED FOUR PERCENTAGE POINTS BY MEANS OF AN INTEREST SUBSIDY FUND, AND

THE TERMS OF REPAYMENT WILL BE GENEROUS. PROMISED CONTRIBUTIONS TO THE INTEREST
SUBSIDY FUND BY NINE GOVERNMENTS, INCLUDING FIVE INDUSTRIALIZED AND FOUR OIL

SURPLUS DEVELOPING COUNTRIES, ALREADY AMOUNT TO $117 MILLION, SUFFICIENT TO
SUBSIDIZE ABOUT $500 MILLION OF THIRD WINDOW LOANS. THE FOUR OIL SURPLUS COUNTRIES
ARE SAUDI ARABIA ($25 MILLION) KUWAIT($20 MILLION) VENEZUELA ($10 MILLION) ‘AND
QATAR ($5 MILLION). CONTRIBUTIONS BY CERTAIN INDUSTRIALIZED COUNTRIES OTHER THAN
CANADA, DENMARK, THE NETHERLANDS, NORWAY AND THE UNITED KINGDOM, WHICH HAVE

ALREADY PLEDGED, ARE PROBABLE LATER THIS YEAR BUT THE SUBSIDY FUND IS LIKELY TO

BE WELL SHORT OF THE ORIGINAL TARGET OF $225 MILLION, SUFFICIENT FOR ONE BILLION
DOLLARS OF THIRD WINDOW LOANS. PARA WHILE FULLY APPRECTATING THE MAGNITUDE OF IRAN'S
REQUIREMENTS FOR ITS OWN ECONOMIC AND SOCIAL DEVELOPMENT AND RECOGNIZING THAT IRAN'S

OIL REVENUES MAY NOT BE AS AMPLE AS EARLIER EXPECTED,I EARNESTLY HOPE THAT YOUR

o

/
IMPERTAL MAJESTY WILL BE-PRESHADER=PC AUTHORIZE éN'APPRGRREﬂTE_ NTRIBUTIONABY

YOUR GOVERNMENT TO THIS NEW WORLD BANK FACILITY IN WHICH I WOULD WARMLY WELCOME

-

YOUR COUNTRY'S PARTICIPATION. THE CONCEPT OF THE THIRD WINDOW OWES MUCH TO THE
IMAGINATIVE PROPOSAL YOUR MAJESTY PUT FORWARD EARLY LAST YEAR WHICH I WHOLEHEARTEDLY

SUPPORTED. IN TERMS OF THE OBJECTIVE OF PROVIDING ADDITIONAL MUCH-NEEDED ASSISTANCE



-
ON CONCESSIONAL TERMS TO THE POORER COUNTRIES AT A CRITICAL TIME, AND OF SHARING
THE BURDEN OF PROVIDING THIS ASSISTANCE ON AN EQUITABLE FOOTING BETWEEN THE
INDUSTRIALIZED AND THE OIL SURPLUS COUNTRIES, THE TWO SCHEMES ARE VERY CLOSE.
PARA I:WUULD LIKE TO CONCLUDE THIS MESSAGE BY ASSURING YOUR IMPERIAL MAJESTY OF
THE WORLD BANK'S SUPPORT OF YOUR GOVERNMENT'S EFFORTS TO ACCELERATE IRAN'S
GROWTH AND MODERNIZATION-AND BY-EXPRESSING THE HOPE-THAT-WE-MAY..HAVE -AN-FARLY-
~OPPORTUNITY "OF RENEWING OUR PREVIOUS-EXCHANGE -OF -VIEWS. WITH BEST WISHES AND

REGARDS.

ROBERT S. MCNAMARA
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INTERNATIONAL DEVELCPMENT INTERNATIGHAL BARK FOR INTERNATIONAL FINANCE
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OFFICE. MEMORANDUI= S -*
¢ [{ pg 4 /ﬂr‘}’Pfr
TO: Mr. Stephen Denning DATE- August 8,

]9?)
(c/ﬁ:f) ‘&J [Z(,/#wjra
pm————

!""‘
FROM: . Peter Strenz, Acting Division Chief, WALC c%’lg

SUBJECT: Third Window - Your Memorandum of fugust L, 1975 '

1 You asked us for comments on P & B's tentatlve allocation of Third
Window resources. ‘

2. ' Ve are somewhat surprised to see that none of our three countries
has been allccated any Third Window money, although at. least one of them
(ﬂtger) seems to be in a position to afford some credit on such terms.
Could we know the criteria that were used in allocatiniz these funds.

s We are very surprised to see that the amounts of IDA funds P & B
has allocated to our, countiries in two cases fall considerably short of
what we need for the projects 1n3@uded in our FY76 lanlJng program,

L. For M311 your revised reglonal lending program (.July 10) lists two
projects in FI76, Highways III ($10 million) and Cottoiy ($15 milliom).

The amount of $11 8 million P & B allocated would only cover the Highways
IIT project, for which now, after substantial reductior: of its scope, an
TDA credit of $11.3 million will be proposed -- the increase from $10 mil-

T4 on ‘h..'n-\'- Adus +na the wge af a2 lecs favorshlic exchoncoe e IMTLAN — e
L ¥ Y 15
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dollar) in_the cost estimates. Based on the feasibilicy report (June 157kL)
and tentatively revised by the Bank (RMWA and HQ), tot.al costs of the Mali
Sud (Cotton) project would be $52 million (net of taxe.s) with a foreign
‘exchange component of 332 million., Appraisal is schedixled for Septenmber/
October 1975. Other co-financers may be FAC, CCCE and ABEDA, but the size
of their contributions is not yet known. In any case, it seems clear that
the amount included in our lending program is a minimusa, Conservatively
estimated, I think we could use $30 million for the two projects instcad
of P & B's $11..8 million.

b The allocation for Niger appears to be sufficient to cover the two
projects included in the FY76 lending program, Highway:z III ($10 million)
and Maradi ($10 million), as well as the non-scheduled Telecommunications
project ($2.5 million), assuming that no co-financers «can be found in
time. The allocation would be as follows: Highweys L[I1I -~ $22 million;
Maradi - $10 millicn; Telecommunications - $2.5 willion.

6. lhe $23.4 million allocation for Upper Volts will not be sufficient
to implement our lending program. We are counting on 510 million for the
RDF II project, which will be appraised in early Cctob::r and presented to
the Board in May 1976, and on $25 millior for the Highwsays IIT project, a
FY77 A project, which will be appraised in early Novenlier and presented to
the Board in June 1976,
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INTERNATIONAL DEWELOPMENT INTERMNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCEATION _RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE. MEMORANDUM ‘

) | )
s ﬁtfcﬁﬁ;,&utwwéfﬁfa)

TO: Mr., I. P. M. Cargill DATE: pAugust T, 1975
% : - o
FROM: M. Hattorj_/’:,.y . ' )
SUBJECT: Thirdfw_{ﬁdow Early Contributions
i i Messrs. Adler, Gabriel, Goodman, Chang, El-Fishawy and Wood all

agree that the Saudi contribution expected to be received early next week
should be kept in a separate account outside of the Bank's own accounts.

2. Mr.Gabriel thinks that we should not invest those funds; we have no
authority to do so. He acknowledges that it would be embarrasing if the
time between the reception of early contributions and the effective date of
the Interest Subsidy Fund should be long, say three months.

3. ., A1l the others agree that the funds should be invested, and the
amount -of the initial transfer together with any income thereon should be
credited to the Fund on its effective date as the Saudi contribution. I
have asked Mr. Fontein to consider this issue.

»

. I recommend that the following procedure be adopted:

a) Upon receipt prior to the effective date of the Interest

Subsidy Fund of an advice of payment of a contribution, the Bank would
inform immediately the contributor,

1) that the funds when received would be kept in an account
jdentified with the contributor, separate from the Bank's
normal accounts;

2) that the funds would be invested from time to time in U.S.
Government obligation (or any other inétruments as may b?.
appropriate to the currency) maturing 1in 3 mont?s ordles?%
provided however that no new investmentg would be made allter
the Effective Date of the Interest Subsidy Fund;

3) that the earnings on the investments would be credited to
the above mentioned account;

4) that on the Payment Date of the Interest Subsidy Fund, thi
bazlance in the account would be transferred to the Fund as
the contripbution of the contributor.

%) Upon peceipt upon o after the Effective Date of the Interest

Subsidy Fund of an advice of payment of a contribut?on, tie.Bani Zziiuiiform
the contributor that the funds when recgived would be i?p nzimzl e
jdentified with the contributer, separate from t@e ?ai ihe B o S
until the Psyment Nste when the funds will be paid into L

gidy Fund as the ccatiributor's contribution.

. i i Chang.
jonn Adler, Gabriel, Goodman, Kochman (ofr), Hittmair, 12

¢: Messrs. ‘
: F1-Fishawy, Wood, Fonteln (Legal)

MH /pw
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Mr. Stanley Please, Act Vice-President, EAN August 7, 1975

}1;1:0:, EA2

Allocations for ¥Y76
4

Kobert Maubouché,

Bank/IDA Third ¥

/

: Please find below our preliminary reactions te John Adler's
memorandum dated July 28 and your draft memorandum of August 5 on the
above subject. They refer to (i) the proposed allocation of funds to
our Reglon and (ii) how CP II could adapt to a revision of the FY76
lending program.

2. A8 regards your draft memorandum to Mr, Knapp, I have the
following comments:

(a) I fully agree that we are disappointed that the total increase
in the lending program for the Eastern Africa Region as a
consequence of Third Window lending would amount to only
$28.6 million; it is a very low relative increase with only
5.6 percent as compared to an average of 7.1 perceant for the
Bank as a whole. Our countries are near the bottom in terms
of per capita income and the “ripple” effects of the Third
Window are miner.

(b) I do net think that the refemence to major individual countries
is very significant: (1) they account altogether for little
more than half of the total lending program for Lastern Africa,
and (ii) more particularly, they are mot representative of
CP II problems and program.

(¢) While I am agreeing with you that the "identification" of low
income with low creditworthiness is uawarranted, since there
are emceptions, it remains that there still 1is a strong correlation
between the two as reflected in the shares of Lastern Africa in
current IBRD and IDA allocations of 3.5 percent and 16.6 percent
respectively.

(d) As I mentioned at yesterday's meeting, I am not sure that the
proposed IDA allocations for FY76 correctly reflect the impact
of the revision on the Third Replenishment allocation at country
level. The amounts allocated for this year take account of
disbursements in FY75 and the CPP program for FY77.

(e) The proposed allocation for FY76 is based in pPart om our current
program and thus allows for the curremt absorptive capacity of
the Region.

w
[




Mr., S. Please August 7, 1975

(£) 1In terms of additionality of projects, the Eastern Africa
Region should be expected to produce more than two additional
projects (on the basis of our $67 million share in the Thind
Window); it would even be more correct to expect only ome
project since the net impact of the Third Window is limited to
$28.6 million. On both accounts little should be expected
from CP II whose share in the Third Window is even more
limited.

(g) In summary, we should argue in favor of a larger impact of
the entire revision on the noorer countxies. The current
under-programming of IDA, over-programming of IBRD and
theoretical purpose of Third Window shculd result in a
greater share of the Eastern Africa Region in the Bank Group
lending program. It is on these grounds that we have re-
considered CP II's lending program as set out below.

3. As a result of a revision in the current lending program of
CP 1I we could consider eight additional projects. This would imply
an overall increase of $70.6 million over CP II updated program and
$9.6 million over J. Adler's proposed program with Third Window funds.

There Jg little doubt that, if accepted, these proposzals would he
liable to greater slippage than average. However, they are in line with
the underlying idea that the commitwents of Third Window funds may =idip

somewhat intoe FY77.

(a) CP II proposed program as shown in Amnex I to this memorandum
would imply departures from J. Adler’s proposed amounts (in
$ million) as follows:

(i) a net reduction in IBRD allocation by $14.2 million
involving Botswana (+11.8 short.of Third Window funds
available), Mauritius (-6.0), and Zambia (--20.0Q);

(ii) a net increase in IDA allocation by $20.9 million
involving Burundi (-3.8), Mauritius (-3.7), Rwanda
(+19.3), and Zaire (+9.1);

(iii) a net increase in Third Window allocation by $2.9 millicn
involving Malawi (+3.9) and Mauritius (-1.0).

(b) The most favored countries would be Botswana fer which we would
finance an advanced FY77 education project and Rwanda where we
could finance a rural development project and a DFC project.

On the other hand, projects in Mauritius and Zambia may not be
advanceable enough to be realistically included.

(¢} You may note that the program as proposed above 13 in line with
the sugpested overall position of the kastern Africa Region,
as menticned in para. 2(g) of this nmemorandum.

RMaubouché : Lim

cc: Messrs. Roulet, Hornstein, Schott, De Weille, Zaborski, Hendry
Ms. Bracher



FY76 CURRENT ARD PROPOSED LENDING PROGRAMS
FOR CP T1 DEPARTMENT

$ million (number of projects)

Current Program Proposed Program
3. Adler's™ cp 11 J. Adler' e 11

Botswana 3.7 5.8 (1 6.0 17.8 (2)
Burundi 9.5 5.7 (1) 18.8 15.0 (2)
Lesotho 5.0 5.0 (1) 6.9 6.9 (2)
Madagascar 16.4 27.3 (2) 20.0 20.0 (2)
Malawi 10.0 11.6 (1) 21.1 25.0 (2)
Mauritius 16.0 5.0 (L) 15.7 5.0 (1)
Rwanda 16.0 23.5 (3) 17.5 36.8 (4)

Swaziland - - - -
Zaire 40.0 43.0 (3) 4.9 51.0 (4)
Zaumbia 15.0 15.0 (1) 35.0 35.0 (2)
TOTAL 133.6 141.9 (14) 202.9 212.5 (22)

1/ Standard P&E Table IV of 7/7/75 as shown in Annex I of J. Adler's
wenorandun,
2/ UAN Table of 8/11/75

KMaubouché: lum
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Form No. 27 or — Lo
(3-70) <o
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINA @
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
L |
OUTGOING WIRE
TO: HIS IMPERIAL MAJESTY DATE: AUGUST 11, 1975

MOHAMMAD REZA SHAH PAHLAVI

SHAHANSHAH ARYAMEHR OF IRAN CLASS OF

TEHRAN IRAN SERVICE: TELEX (3606)

COUNTRY: PAGE ONE OF TWO

TEXT: MAY I ASK PERMISSION TO ADDRESS TO YOUR IMPERIAL MAJESTY THE FOLLOWING PERSONAL

Cable No.:  \poSAGE. THE EXECUTIVE DIRECTORS OF THE WORLD BANK, WITH THE STRONG SUPPORT OF
THE DEVELOPMENT COMMITTEE AT ITS MEETING LAST JUNE, HAVE RECENTLY AUTHORIZED
THE ESTABLISHMENT OF AN INTERMEDIATE FINANCING FACILITY IN THE BANK, KNOWN AS
THE THIRD WINDOW, TO PROVIDE ADDITIONAL ASSISTANCE TO DEVELOPING COUNTRIES. THE
NEW FACILITY, WHICH IS EXPECTED TO START OPERATIONS ON OCTOBER 1 FOR A PERIOD
OF ABOUT ONE YEAR, WILL FINANCE ADDITIONAL DEVELOPMENT PROJECTS IN THESE MEMBER
COUNTRIES, PARTICULARLY THE POOREST OF THEM. THE INTEREST RATE NORMALLY CHARGED
BY THE BANK ON ITS LOANS WILL BE REDUCED FOUR PERCENTAGE POINTS BY MEANS OF AN
INTEREST SUBSIDY FUND, AND THE TERMS OF REPAYMENT WILL BE GENEROUS. PROMISED
CONTRIBUTIONS TO THE INTEREST SUBSIDY FUND BY NINE GOVERNMENTS, INCLUDING FIVE
INDUSTRIALIZED AND FOUR OIL SURPLUS DEVELOPING COUNTRIES, ALREADY AMOUNT TO
$117 MILLION, SUFFICIENT TO SUBSIDIZE ABOUT $500 MILLION OF THIRD WINDOW LOANS.
THE FOUR OIL SURPLUS COUNTRIES ARE SAUDI ARABIA ($25 MILLION) KUWAIT ($20 MILLION)
VENEZUELA ($10 MILLION) AND QATAR ($5 MILLION). CONTRIBUTIONS BY CERTAIN
INDUSTRIALIZED COUNTRIES OTHER THAN CANADA, DENMARK, THE NETHERLANDS, NORWAY
AND THE UNITED KINGDOM, WHICH HAVE ALREADY PLEDGED, ARE PROBABLE LATER THIS
YEAR BUT THE SUBSIDY FUND IS LIKELY TO BE WELL SHORT OF THE ORIGINAL TARGET
OF $225 MILLION, SUFFICIENT FOR ONE BILLION DOLLARS OF THIRD WINDOW LOANS.
PARA WHILE FULLY APPRECIATING THE MAGNITUDE OF IRAN'S REQUIREMENTS FOR ITS OWN
ECONOMIC AND SOCIAL DEVELOPMENT AND RECOGNIZING THAT IRAN'S OIL REVENUES MAY
NOT BE AS AMPLE AS EARLIER EXPECTED, I FARNESTLY HOPE THAT YOUR IMPERTAL

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME
DEPT.

SIGNATURE

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APFROVE)
REFERENCE:

For Use By Communications Section

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) ; Checked for Dispatch:
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Form No, 27

(3-70) Q 2 f ‘
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE /

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO:  HIS IMPERIAL MAJESTY DATE:  AUGUST 11, 1975
MOHAMMAD REZA SHAH PAHLAVI
SHAHANSHAH ARYAMEHR OF IRAN CLASS OF
TEHRAN IRAN SERVICE:

PAGE TWO OF TWO
COUNTRY:
TEXT: MAJESTY WILL AUTHORIZE A CONTRIBUTION OF $20 OR $25 MILLION BY YOUR GOVERNMENT

SEble ey TO THIS NEW WORLD BANK FACILITY IN WHICH I WOULD WARMLY WELCOME YOUR COUNTRY'S
PARTICIPATION. THE CONCEPT OF THE THIRD WINDOW OWES MUCH TO THE IMAGINATIVE
PROPOSAL YOUR MAJESTY PUT FORWARD EARLY LAST YEAR WHICH I WHOLEHEARTEDLY
SUPPORTED. IN TERMS OF THE OBJECTIVE OF PROVIDING ADDITIONAL MUCH-NEEDED
ASSISTANCE ON CONCESSIONAL TERMS TO THE POORER COUNTRIES AT A CRITICAL TIME,
AND OF SHARING THE BURDEN OF PROVIDING THIS ASSISTANCE ON AN EQUITABLE FOOTING
BETWEEN THE INDUSTRIALIZED AND THE OIL SURPLUS COUNTRIES, THE TWO SCHEMES ARE
VERY CLOSE. PARA T WOULD LIKE TO CONCLUDE THIS MESSAGE BY ASSURING YOUR
IMPERIAL MAJESTY OF THE WORLD BANK'S SUPPORT OF YOUR GOVERNMENT'S EFFORTS
TO ACCELERATE IRAN'S GROWTH AND MODERNIZATION. WITH BEST WISHES AND REGARDS.

ROBERT S. MCNAMARA
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME . McN r
Robert S cNamara cc: Messrs. Knapp (o.r.)

DEPT. Office of the President g:i?;iis

SIGNATURE

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)
JGoodman/rf

* ORIGINAL (File Copy)
‘(l ORTANT: See Secrefaries Guide for preparing form) Checked for Dispatch:

REFERENCE:

For Use By Communications Section
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No. 89 August 7, 1975

Dear Mr. Maeda:

Thank you for your letter of July 18. I can assure you there
was no misunderstanding whatsoever here about your intemtions with
regard to contacts with the Japanese officials on the Third Window.
We indeed appreciate your willingness to initiate the briefing of
officials preparatory to & high level appreach. Having some expe-
riences in dealing with the Japanese Govermment, I full appreciate
the importance of these contacts. However, I have judged that in the
present state of affairs, it is better to go slow on the Third Window
negotiations with Japan. This thinking is reflected in the more recent
"Status Reports” that I am sure Mr. Hattori is sending you, where it
is stated that "contacts are to be renewed at an appropriate moment
(after decision by French and Germans)”. I think that for the moment
the essential thing is to get the Third Window moving on the basis
of the present list of comtributeors, and then, depending on developments,
consider bringing in the Japanese as well as the French and Germans. I
might tell you that I do not foresee a resumption of Third Window nego-
tiations with the Japanese in the near future. You will be kept fully
informed of developments and you may pass on informally such informa-
tion as you see fit to the Japanese Government, keeping in mind of
course the above overall considerations.

Incidentally the mention of Mr. Fukuda in the first Status Report
was a slip. It was meant to be the Minister of Finance.

I take this opportunity to inform you that we are considering an
early resumption of borrowing on the Tokyo market, and I would appre-~
cdiate any information that may be relevant. I plan to talk about this
with you and with the Japanese delegation at the Annual Meetings.

I look forward to seeing you sghortly im Washington.

Yours sincerely,

I.P.M. Cargill
Vice President, Finance

Mr. Tarao Maeda
Director

World Bank Tokyo
Office

Tokyo, Japan

MHattori/rf
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ATTENTION MR GARGILL VICE PRESIDENT
YOUR TELEGRAM AUGUST 2ND TO PER KLEPEE MINISTER OF FINANCE STOP
CONF IKM THE INTENTION OF NORWAY TO MAKE A CONTRIBUTION OF DOLLARS
4 MILLION STOP FORMAL NOTIFICATION HOWEVER CANNOT BE GIVEW TILL
LEGISLATIVE APPROVAL HAS BEEN MADE BY PARLIAMENT WHICH WILL 3&
SONVENED IN OCTOBER
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Mr. I. P. M. Cargill August 5, 1975

M. Hattori }

Third Window: Early Paymenks

An issue not decided yet is how to treat early payments of Interest
Subsidy Fund contributions., Will the amount of contribution be calculated
as the original amount of payment, or as the original amount of payment
plus interest up to the effective date of the Fund. If late payments are
to be calculated as ineluding interest from the effective date of the Fund
to the paid-in date, it seems equitable that interest be allowed on early
peyments. In view of the very limited support of the Third Window among
the Bank's major shareholders, it seems inadviseble thet the Bank should
profit from any early Third Window contributions.

This issue must be settled urgently since thé Saudi Arsbia contribution
of $25 million is expected to be paid in within a week.

cc: Messrs. Adler, Gabriel, Goodman, Rotberg, Wood

MH/pw
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Mr. Robert S. Mclamara August 5, 1975

Raymond J. Goodman °

Third Window Status Report

Attached 1s the subject Report as of August 5, 1975,

ce: HMesasrs, Cargill, Adler, Hittmair, Gabriel, Caud, Wood, El-Fishawy,
Kochman (o/x)

Mii/rf ' o i
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Third Window Contributiocons
Status as of August 5, 1975

Recapitulation

Country

Canada

Kuwait
Netherlands
. Norway

Saudi Arabia

UK
Venezuela
Qatar

Denmark

addition:

(million USS$s)

Amount

E 20

20

20

25

10

10

Total 117

Remarks
(Availability)

Requires
Ministerial
Decision

After October

After September

Payment promised within
a week from 8/3.

Early October

September

UK prepared to consider increase if total contributions would make
$1 billion Third Window lending feasible, or if they are inadequate
for $0.5 billion Third Window lending.

Switzerland sent a bill to Parliament for SwFr 25 million for Third
Window and 0il Facility together 7/6; vote before Christmas.

Austria would welcome IBRD suggestions for using $31.6 million 4%
Loan of 1973 for its contribution, pending Government decision on

participation.



Progress on Third Window Contributions as of Aug. 5, 1975

Australia:

Austria:

Belgium:

Canada:

Denmark:
Finland:

France:

Kuwait:

Luxembourg:

Netherlands:

Norggz:

Qatar:

Saudi Arabia:

South Africa:

Spain:

RSM cabled Prime Minister on June 20.

Reply to RSM (7/1) cable: Supports intermediate lending
terms; participation examined; requires approval by
Parliament convening Oct. 1975; would welcome World Bank
suggestions as to use of FY 1974 4% $31.6 million Loan
for contribution.

Waiting reply to RSM cable (7/1) to Finance Minister.
Isbister reports that contribution of $20 million has

support at official level but requires Ministerial
decision.

.

$3 million subject to Parliamentary approval.
Contribution possible but unlikely.

Awaiting fesolution of other issues on monetary reform,
Contribution possible after January 1l.:

RSM to cable Shah with specific proposal as soon as
present pledges confirmed.

No developments since Paris.

Contacts to be renewed at an appropriate moment (after
decision by French and Germans).

Bill presented to Parliament June; will-be considered after
recess in October.

No prospect.

Witte has transmitted request for formal confirmation of
willingness to contribute $20 million.

Has confirmed willingness to contribute $4 million subject
to parliamentary approval (probably September) and other
conditions.

$ 5 million to be contributed.

Minister of Finance telexed Aug. 3 promising payment through
SAMA within a week.

Gaud has spoken again with Schmidt. Small contribution will
probably be forthcoming if one or two more major countries

come in.

No developments since Paris.



Switzerland:

UAE:

7

Venezuela:

=

Contribution of SwF 25 million for 0il Facility and Third
Window together presented to Parliament July 9; vote
before Christmas.

Contributions believed unlikely in view of financial diffi-
culties in Abu Dhabi,

$10 million confirmed; payment in October due to Parliamentary
formalities; increase will be considered if overall contribu-
tions make $1 billion lending feasible, or if they are
inadequate for $0.5 billion lending.

$10 million confirmed subject to Parliamentary approval,
expected in September 1975.
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NFROM: JEDDAH -
August 3, 1975

He¥ « I.7«Ms CARQILL
VICE PRESIDEMT FINARCE

INTEAFRAD, WASMINGTON DC. -

RS

THANKS FOR YOUR TELEX OF 2UGUST 1, 197%. 1 WOULD LIKE TO INFORM
Y3U THAT THE CONTRIBUTION OF THE SAUDT ARABIAN GOVERNMERT wWILL
BE TRANSFEAED THROUGH S.AMeAs WITHIN A WEEX., A3o=4°,

R e e
He Ho  PRINCE MUSAAD IBWM ABDEL RAHMAN

MISISTER OF FINAMCE AND WATIONAL ECONONY.

3\:3?557 5. lﬁ75.

—Please vead "RECARDS"

20021 FINACE SJ+++99
2.

Mr. AMler (B-62l)
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE i i)

TO:

COUNTRY:

TEXT:
Cable No.:

HIS EXCELLENCY SHEIKH ABDUL AZ1Z AL-THANI DATE: AUGUST 1, 1975
MINISTER OF FINANCE AND PETROLEUM

P. 0. BOX 83 CLASS OF
DOHA SERVICE: LT W

(QATAR)

| AM PLEASED TO ADVISE YOU THAT ON JULY TWENTYNINE THE EXECUTIVE DIRECTORS
OF THE IBRD HAVE APPROVED A RESOLUTION AUTHORIZING THE ESTABL ISHMENT OF AN
INTERMED IATE FINANCING FACILITY (THIRD WINDOW) STOP THE RESOLUTION PROVIDES
THAT THIRD WINDOW LENDING OPERATIONS WILL START AS SOON AS CONTRIBUTIONS OR
FORMAL NOTIFICATIONS BY CONTRIBUTING GOVERNMENTS THAT THEY WILL MAKE
CONTRIBUTIONS WHOSE VALUE TOTALS NOT LESS THAN THE EQUIVALENT OF ONEHUNDRED
MILLION DOLLARS HAVE BEEN RECEIVED STOP SINCE THE BANK 1S MOST ANXIOUS TO
START THIRD WINDOW OPERATIONS | HOPE THAT YOU WILL MAKE PAYMENT OF YOUR
CONTRIBUTION PROMPTLY OR GIVE PROMPTLY FORMAL NOTIFICATION THAT THE
CONTRIBUTION WILL BE FORTHCOMING STOP THE SECRETARY OF THE BANK IS FORWARD ING
TO YOU INFORMATION REGARDING PAYMENT OF THE CONTRIBUTION OF YOUR GOVERNMENT
AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION
STOP THE CONTRIBUTION OF YOUR GOVERNMENT/SEDOLLAR EQUIVALENT OF FIVE MILLION
IS GREATLY APPRECIATED

l1.P.M. CARGILL

VICEPRESIDENT FINANCE
I NTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME

DEPT.

SIGNATURE

Mr. John H.~Adler Cleared with Mr. Cargill
il

Director / il ,
Programmiré and iuf‘?et N ,/
/a i

REFERENCE:

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:

(SIGNATURE OF INDIV[DUAL AUTHORIZED 'ré'm#yfé)
Sk dTarsobir For Use By Cummunica'rjnﬁ Sgn‘.(riun

ORIGINAL (Fil¢ |Copy)
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Form No, 27
(3-70)
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTEEN}ATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

~\

e )

OUTGOING WIRE Sl 3

TO:

COUNTRY:

TEXT:
Cable No.:

SU EXCELENCIA SR. GUMERSINDO RODRIGUEZ DATE: ayGusT 1, 1975

MINISTRO DE ESTADO PARA LA COORDINACION Y CLASS OF L@/F
PLANIFICACION SERVICE:

XTI |~
PALACIO DE MIRAFLORES {. r/TI
CARACAS

VENEZUELA

I AM PLEASED TO ADVISE YOU THAT ON JULY TWENTYNINE THE EXECUTIVE DIRECTORS

OF THE IBRD HAVE APPROVED A RESOLUTION AUTHORIZING THE ESTABLISHMENT OF AN
INTERMEDIATE FINANCING FACILITY (THIRD WINDOW) STOP THE RESOLUTION PROVIDES
THAT THIRD WINDOW LENDING OPERATIONS WILL START AS SOON AS CONTRIBUTIONS OR
FORMAL NOTIFICATIONS BY CONTRIBUTING GOVERNMENTS THAT THEY WILL MAKE
CONTRIBUTIONS WHOSE VALUE TOTALS NOT LESS THAN THE EQUIVALENT OF ONEHUNDRED
MILLION DOLLARS HAVE BEEN RECEIVED STOP SINCE THE BANK IS MOST ANXIOUS TO
START THIRD WINDOW OPERATIONS I HOPE THAT YOU WILL MAKE PAYMENT OF YOUR
CONTRIBUTION PROMPTLY OR GIVE PROMPTLY FORMAL NOTIFICATION THAT THE
CONTRIBUTION WILL BE FORTHCOMING STOP THE SECRETARY OF THE BANK IS FORWARDING
TO YOU INFORMATION REGARDING PAYMENT OF THE CONTRIBUTION OF YOUR GOVERNMENT
AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION

OF
STOP THE CONTRIBUTION OF YOUR GOVERNMENT/USDOLLAR EQUIVALENT OF TEN MILLION

IS GREATLY APPRECIATED.

I.P.M. CARGILL
VICEPRESTDENT FTNANCE, TNTRAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME

DEPT.

SIGNATURE

John H. Adler

1 Mr. Cargill
[/
Programmingié; Budgetin /
LWL

T

REFERENCE:

(SIGNATURE OF INDIYIDUALWAUTHORIZED"T0 AFPFRGVE)
/ For Use By Communicat ction

[

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:

ORIGINAL (Ti Copy)
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Form No. 27 <= ,1.,) A e
{3-70) /
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE ey 2 65 3
TO: HIS EXCELLENCY PER KLEPPE DATE: AUGUST 1, 1975
MINISTER OF FINANCE
MINISTRY OF FINANCE CLASS OF
0SLO - DEP,, SERVICE: LT m
COUNTRY: (NORWAY)
TEXT:
Cable No.:

| AM PLEASED TO ADVISE YOU THAT ON JULY TWENTYNINE THE EXECUTIVE DIRECTORS
OF THE I1BRD HAVE APPROVED A RESOLUTION AUTHORIZING THE ESTABLISHMENT OF AN
INTERMED IATE FINANCING FACILITY (THIRD WINDOW) STOP THE RESOLUTION PROVIDES
THAT THIRD WINDOW LENDING OPERATIONS WILL START AS SOON AS CONTRIBUTIONS OR
FORMAL NOTIFICATIONS BY CONTRIBUTING GOVERNMENTS THAT THEY WILL MAKE
CONTRIBUTIONS WHOSE VALUE TOTALS NOT LESS THAN THE EQUIVALENT OF ONEHUNDRED
MILLION DOLLARS HAVE BEEN RECEIVED STOP SINCE THE BANK 1S MOST ANXIOUS TO
START THIRD WINDOW OPERATIONS | HOPE THAT YOU WILL MAKE PAYMENT OF YOUR
CONTRIBUTION PROMPTLY OR GIVE PROMPTLY FORMAL NOTIFICATION THAT THE
CONTRIBUTION WILL BE FORTHCOMING STOP THE SECRETARY OF THE BANK IS FORWARDING
TO YOU INFORMATION REGARDING PAYMENT OF THE CONTRIBUTION OF YOUR GOVERNMENT
AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION
STOP THE CONTRIBUTION OF YOUR GOVERNMENTJ&?LOLLAR EQUIVALENT OF FOUR MILLION
IS GREATLY APPRECIATED

I.P.M, CARGILL

VICEPRESIDENT FINANCE
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME

DEPT.

SIGNATURE

CLEARANCES AND COPY DISTRIBUTION:

d with Mr. Cargill
John H. Adle Cleared wi g
Director /

Programmi

¢
REFERENCE:

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:

VL //17/ /
: f Lol
SIGNATURE OF INDIVIPUAL AUTHORIZED ¥0 A?pn?n"ﬁy 0

se ommunications i il
JHAd1er :cbm S o i
ORIGINAL (Filg Copy)
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Form No. 27 - ‘)' e tfk.
{3-70) == o ;
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCI
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

(4214 /5)
TO: THE HONORABLE JOHN N. TURNER DATE: AUGUST 1, 1975
MINISTER OF FINANCE
DEPARTMENT OF FINANCE CLASS OF
OTTAWA ONTARIO KIA 0G5 SERVICE: LT

COUNTRY:  (CANADA)

TEXT: oy 77-

Cable No.:
i | AM PLEASED TO ADVISE YOU THAT ON JULY TWENTYNINE THE EXECUTIVE DIRECTORS

OF THE IBRD HAVE APPROVED A RESOLUTION AUTHORIZING THE ESTABLISHMENT OF AN
INTERMED I ATE FINANCING FACILITY (THIRD WINDOW) STOP THE RESOLUTION PROVIDES
THAT THIRD WINDOW LENDING OPERATIONS WILL START AS SOON AS CONTRIBUTIONS OR
FORMAL NOTIFICATIONS BY CONTRIBUTING GOVERNMENTS THAT THEY WILL MAKE
CONTRIBUTIONS WHOSE VALUE TOTALS NOT LESS THAN THE EQUIVALENT OF ONEHUNDRED
MILLION DOLLARS HAVE BEEN RECEIVED STOP SINCE THE BANK IS MOST ANXIOUS TO
START THIRD WINDOW OPERATIONS | HOPE THAT YOU WILL MAKE PAYMENT OF YOUR
CONTRIBUTION PROMPTLY OR GIVE PROMPTLY FORMAL NOTIFICATION THAT THE
CONTRIBUTION WILL BE FORTHCOMING STOP THE SECRETARY OF THE BANK 1S FORWARDING
TO YOU INFORMATION REGARDING PAYMENT OF THE CONTRIBUTION OF YOUR GOVERNMENT
AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION
STOP THE CONTRIBUTION OF YOUR GOVERNMENT?&g DOLLAR EQUIVALENT OF TWENTY MILLION

IS GREATLY APPRECIATED

1.P.M. CARGILL
VICEPRESIDENT FINANCE
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME John H. Adler Cleared with Mr. Cargill

Director
DEPT. Programming and Budgeti g /‘j//(
SIGNATURE (

(SIGNATURE OF INDIVIDUAL AUTH 1ZED TO APPROVE)
REFERENCE: :
JHAdler:cbm = For Use By Communica"bﬁ Sedtion

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch: .
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TO:
FROM:
SUBJECT:
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ASSOTIATION
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See Below o
' - e
William Diamond

ﬁankflpA/Third Window Allocations
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—y {7 G RAT O

WATIONAL

FINANCE

August 1, 1975

Further to my memo of July 31, Gordon Street will be

¢alling on you in the next several days to gather your views on

Bank, IDA and Thixd Window allocations, and to assemble

a single draft departmental view.

Distribution: Messrs. Baneth
Rajagopalan
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Dunn
Shibusawa
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Form No. 27 : -
(3-70) /

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINAN \/
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: y.E. ABDUL AZIZ ALQURAISHI DATE: AUGUST 1, 1975
1 /\[)
GOVERNOR CLASS OF LT (/1)
SERVICE: :

SAUDI ARABTA MONETARY AGENCY (SAMA)

EXT. 4214

COUNTRY:JEDDAH

TEXT: SAUDI ARABIA
Cable No.:

I AM PLEASED TO ADVISE YOU THAT ON JULY TWENTYNINE THE EXECUTIVE DIRECTORS
OF THE IBRD HAVE APPROVED A RESOLUTION AUTHORIZING THE ESTABLISHMENT OF AN
INTERMEDIATE FINANCING FACILITY (THIRD WINDOW) STOP THE RESOLUTION PROVIDES
THAT THIRD WINDOW LENDING OPERATIONS WILL START AS SOON AS CONTRIBUTIONS OR
FORMAL NOTIFICATIONS BY CONTRIBUTING GOVERNMENTS THAT THEY WILL MAKE
CONTRIBUTIONS WHOSE VALUE TOTALS NOT LESS THAN THE EQUIVALENT OF ONEHUNDRED
MILLION DOLLARS HAVE BEEN RECEIVED STOP SINCE THE BANK IS MOST ANXIOUS TO
START THIRD WINDOW OPERATIONS I HOPE THAT YOU WILL MAKE PAYMENT OF YOUR
CONTRIBUTION PROMPTLY OR GIVE PROMPTLY FORMAL NOTIFICATION THAT THE
CONTRIBUTION WILL BE FORTHCOMING STOP THE SECRETARY OF THE BANK IS FORWARDING
TO YOU INFORMATION REGARDING PAYMENT OF THE CONTRIBUTION OF YOUR GOVERNMENT
AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION
OF

STOP THE CONTRIBUTION OF YOUR GOVERNMENT/USDOLLAR EQUIVALENT OF TWENTYFIVE

MILLION IS GREATLY APPRECIATED.

I.P.M. CARGILL
VICEPRESIDENT FINANCE
INTBAFRAD

NOT TO BE TRANSMITTED

Mr. Cargill
AUTHORIZED BY:

John H. Ad J
NAME . _ /
- ol ' Bdd o 1
o rogramming |an jg J7ng ‘/
/A
SIGNATURE = / ~

REFERENCE: For Use By Communications Sgction

ORIGINT (File Copy)

(IMPORTANT: Seq Secretaries Guide for preparing form) Checked for Dispatch:
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Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

OUTGOING WIRE

TO: MR. GORDON RICHARDSON, GOVERNOR DATE: AyGUST 1, 1975
N
BANK OF ENGLAND CLASS OF 7 )UZ,U/D
SERVICE:
THREADNEEDLE STREET EXT. 4214
COUNTRY: 1 oNDON, ENGLAND
TEXT:
Cable No.:

I AM PLEASED TO ADVISE YOU THAT ON JULY TWENTYNINE THE EXECUTIVE DIRECTORS

OF THE IBRD HAVE APPROVED A RESOLUTION AUTHORIZING THE ESTABLISHMENT OF AN
INTERMEDIATE FINANCING FACILITY (THIRD WINDOW) STOP THE RESOLUTION PROVIDES
THAT THIRD WINDOW LENDING OPERATIONS WILL START AS SOON AS CONTRIBUTIONS OR
FORMAL NOTIFICATIONS BY CONTRIBUTING GOVERNMENTS THAT THEY WILL MAKE
CONTRIBUTIONS WHOSE VALUE TOTALS NOT LESS THAN THE EQUIVALENT OF ONEHUNDRED
MILLION DOLLARS HAVE BEEN RECEIVED STOP SINCE THE BANK IS MOST ANXIOUS TO

START THIRD WINDOW OPERATIONS I HOPE THAT YOU WILL MAKE PAYMENT OF YOUR
CONTRIBUTION PROMPTLY OR GIVE PROMPTLY FORMAL NOTIFICATION THAT THE
CONTRIBUTION WILL BE FORTHCOMING STOP THE SECRETARY OF THE BANK IS FORWARDING
TO YOU INFORMATION REGARDING PAYMENT OF THE CONTRIBUTION OF YOUR GOVERWMENT
AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION
STOP THE CONTRIBUTION OF YOUR GOVERNMENT/ggDOLLAR EQUIVALENT OF kem TEN MILLION

IS GREATLY APPRECTIATED.

XX I.P.M.CARGILL
VICEPRESIDENT FINANCE, INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
NAME John H. Adler - Mr. Cargill
n )
DEPT. Programming and(f ge 'P 4 f
. | / / { /\L
SIGNATURE ﬂL g { ,/ S
(SIGNATURE OF INDIVIDUAL AUTHORIZED TO AFEROVE)

REFERENCE:

For Use By Communicatiops Sectigh

ORIGINAL [(File Copy)

(IMPORTANT: See Secyetaries Guide for preparing form) Checked for Dispatch:
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Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANC
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE (4214/5)
TO: DR. AHMED ZAKI SAAD DATE: AUGUST 1 : ]975
COUNSELOR TO HIS MAJESTY THE KIND OF CLASS OF [}W
SAUDI ARABTA

COUNTRY:

TEXT:
Cable No.:

SERVICE: /E‘I‘ R U~
IMF - Room 12-202

WASHINGTON, D. C.

I AM PLEASED TO ADVISE YOU THAT ON JULY TWENTYNINE THE EXECUTIVE DIRECTORS
OF THE IBRD HAVE APPROVED A RESOLUTION AUTHORIZING THE ESTABLISHMENT OF AN
INTERMED | ATE FINANCING FACILITY (THIRD WINDOW) STOP THE RESOLUTION PROVIDES
THAT THIRD WINDOW LENDING OPERATIONS WILL START AS SOON AS CONTRIBUTIONS OR
FORMAL NOTIFICATIONS BY CONTRIBUTING GOVERNMENTS THAT THEY WILL MAKE
CONTRIBUTIONS WHOSE VALUE TOTALS NOT LESS THAN THE EQUIVALENT OF ONEHUNDRED
MILLION DOLLARS HAVE BEEN RECEIVED STOP SINCE THE BANK 1S MOST ANXIOUS TO
START THIRD WINDOW OPERATIONS | HOPE THAT YOU WILL MAKE PAYMENT OF YOUR
CONTRIBUTION PROMPTLY OR GIVE PROMPTLY FORMAL NOTIFICATION THAT THE
CONTRIBUTION WILL BE FORTHCOMING STOP THE SECRETARY OF THE BANK IS FORWARDING
TO YOU INFORMATION REGARDING PAYMENT OF THE CONTRIBUTION OF YOUR GOVERNMENT
AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION
STOP THE CONTRIBUTION OF YOUR GOVERNMENT?ﬂSDOLLAR EQUIVALENT OF TWENTYFIVE MILLION
IS GREATLY APPRECIATED

I.P.M. CARGILL

VICEPRESIDENT FINANCE
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME

DEPT.

SIGNATURE

REFERENCE:

[ Mr. Cargill

John H. Adl f?
==y

For Use By Communicationg-Sedtion

L

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)
ORIGINAL (File ’[Cop'y)

(IMPORTANT: See Secretéfies Guide for preparing form) Checked for Dispatch:
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Form No, 27 o __?T?i; X --‘,, ool
(3-70) ' i =
INTERNATIONAL DEVELOPMENT  INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE (4214/5)
TO: HIS EXCELLENCY DR. W. F. DUISENBERG DATE: AUGUST 1, 1975 W/
MINISTER OF FINANCE
MINISTRY OF FINANCE CLASS OF
KNEUTERDIJK 22 SERVICE: LT
THE HAGUE

COUNTRY:  (NETHERLANDS)
TEXT:

Cable No.:
| AM PLEASED TO ADVISE YOU THAT ON JULY TWENTYNINE THE EXECUTIVE DIRECTORS OF
THE IBRD HAVE APPROVED A RESOLUTION AUTHORIZING THE ESTABLISHMENT OF AN
INTERMEDIATE FINANCING FACILITY (THIRD WINDOW) STOP THE RESOLUTION PROVIDES
THAT THIRD WINDOW LENDING OPERATIONS WILL START AS SOON AS CONTRIBUTIONS OR
FORMAL NOTIFICATIONS BY CONTRIBUTING GOVERNMENTS THAT THEY WILL MAKE
CONTRIBUTIONS WHOSE VALUE TOTALS NOT LESS THAN THE EQUIVALENT OF ONEHUNDRED
MILLION DOLLARS HAVE BEEN RECEIVED STOP SINCE THE BANK 1S MOST ANXIOUS TO
START THIRD WINDOW OPERATIONS | HOPE THAT YOU WILL MAKE PAYMENT OF YOUR
CONTRIBUTION PROMPTLY OR GIVE PROMPTLY FORMAL NOTIFICATION THAT THE
CONTRIBUTION WILL BE FORTHCOMING STOP THE SECRETARY OF THE BANK 1S FORWARDING
TO YOU INFORMATION REGARDING PAYMENT OF THE CONTRIBUTION OF YOUR GOVERNMENT
AND REGARDING THE SUGGESTED FORM OF THE FggMAL NOTIFICATION OF THE CONTRIBUTION
STOP THE CONTRIBUTION OF YOUR GOVERNMENT/US DOLLAR EQUIVALENT OF TWENTY MILLION
IS GREATLY APPREC!ATED

|.P.M. CARGILL

VICEPRESIDENT FINANCE
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME John H. Adler Cleared with Mr. Carngl

Director
DEPT. Programming a d Bud eth /@

SIGNATURE

(SIGNATURE OF [NDIVID AL AUTHORIZED TO APPROVE)
JHAdler :cbm For Use By Communicaﬂopc,Sectijlfﬂ\_

REFERENCE:

ORIGINAL (File {Capy)
(IMPORTANT: See Secretariei”Guide for preparing form) Checked for Dispatch:
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Form No. 27
(3-70)

f"‘ i o /7
ek W emolpD)
'b Rt !_:31._.-"\.'&/

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE (4214/5)
%
TO: HIS EXCELLENCY IVAR NBRGAARD DATE: AUGUST 1, 1975 L1/4//
MINISTER FOR FOREIGN ECONOMIC AFFAIRS
MINISTRY OF FOREIGN ECONOMIC AFFAIRS CLASS OF éz
CHRISTIANSBORGSLOT T
ERVICE:
DK-1218 g
COPENHAGEN K
COUNTRY: (DENMARK)
TEXT:
Cable No.:

| AM PLEASED TO ADVISE YOU THAT ON JULY TWENTYNINE THE EXECUTIVE DIRECTORS OF
THE I1BRD HAVE APPROVED A RESOLUTION AUTHORIZING THE ESTABLISHMENT OF AN
INTERMEDIATE FINANCING FACILITY (THIRD WINDOW) STOP THE RESOLUTION PROVIDES
THAT THIRD WINDOW LENDING OPERATIONS WILL START AS SOON AS CONTRIBUTIONS OR
FORMAL NOTIFICATIONS BY CONTRIBUTING GOVERNMENTS THAT THEY WILL MAKE

CONTRIBUT I|ONS WHOSE VALUE TOTALS NOT LESS THAN THE EQUIVALENT OF ONEHUNDRED
MILLION DOLLARS HAVE BEEN RECEIVED STOP SINCE THE BANK IS MOST ANXIOUS TO
START THIRD WINDOW OPERATIONS | HOPE THAT YOU WILL MAKE PAYMENT OF YOUR
CONTRIBUTION PROMPTLY OR GIVE PROMPTLY FORMAL NOTIFICATION THAT THE
CONTRIBUTION WILL BE FORTHCOMING STOP THE SECRETARY OF THE BANK IS FORWARDING
TO YOU INFORMATION REGARDING PAYMENT OF THE CONTRIBUTION OF YOUR GOVERNMENT
AND REGARDING THE SUGGESTED FORM OF THE FgRMAL NOTIFICATION OF THE CONTRIBUTION
STOP THE CONTRIBUTION OF YOUR GOVERNHENT}Ug DOLLAR EQUIVALENT OF THREE MILLION

IS GREATLY APPRECIATED

I.P.M. CARGILL
VICEPRESIDENT FINANCE
INTBAFRAD
NOT TO BE TRANSMITTED
AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
AR John H. Adler Cleared with Mr. Cargill

DEPT.

SIGNATURE

Director
Programming and Budgéting {///

il

REFERENCE:

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:

JHAdler :cbm
ORIGINAL (File Copy)

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE) = O !E =
For Use By Communications Sectio
/ '
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Form No. 27 S - ¥ (s e,
e (3-70) ! s
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATI L C|
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORP ‘R (o]
OUTGOING WIRE (
TO:; H.H. PRINCE MUSAED IBN ABDEL-RAHMAN DATE: AUGUST 1, 1975
MINISTER OF FINANCE AND NATIONAL ECONOMY CLASS OF LT
SERVICE:
RIYADH
EXT. & 4214
COUNTRY: SAUDI ARABIA
TEXT:
Cable No.:

I AM PLEASED TO ADVISE YOU THAT ON JULY TWENTYNINE THE EXECUTIVE DIRECTORS

OF THE IBRD HAVE APPROVED A RESOLUTION AUTHORIZING THE ESTABLISHMENT OF AN
INTERMEDIATE FINANCING FACILITY (THIRD WINDOW) STOP THE RESOLUTION PROVIDES
THAT THIRD WINDOW LENDING OPERATIONS WILL START AS SOON AS CONTRIBUTIONS OR
FORMAL NOTIFICATIONS BY CONTRIBUTING GOVERNMENTS THAT THEY WILL MAKE
CONTRIBUTIONS WHOSE VALUE TOTALS NOT LESS THAN THE EQUIVALENT OF ONEHUNDRED
MILLION DOLLARS HAVE BEEN RECEIVED STOP SINCE THE BANK IS MOST ANXIOQUS TO
START THIRD WINDOW OPERATIONS I HOPE THAT YOU WILL MAKE PAYMENT OF YOUR
CONTRIBUTION PROMPTLY OR GIVE PROMPTLY FORMAL NOTIFICATION THAT THE
CONTRIBUTION WILL BE FORTHCOMING STOP THE SECRETARY OF THE BANK IS FORWARDING
TO YOU INFORMATION REGARDING PAYMENT OF THE CONTRIBUTION OF YOUR GOVERNMENT
AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION
STOP THE CONTRIBUTION OF YOUR GOVERNMENT?ﬁSDOLLAR?EQUIVALENT OF TWENTYFIVE

MILLION IS GREATLY APPRECIATED.

I.P.M. CARGILL
VICEPRESIDENT FINANCE
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION: Mr. Cargill

NAME

DEPT.

SIGNATURE

John H. A? ‘
Programming a udg ,‘:11’1 l//L

REFERENCE:

(SIGNATURE OF INP|VIDUAL AUTHORIZED To APPﬂpvz)

== -

f‘! For Use By Communications Segffon/

ORIGINAL (I’l"»ie Copy)

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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(a-70)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE (4214/5)
0. HIS EXCELLENCY ABDUL RAHMAN SALIM AL-ATEEQY DATE: AUGUST 1, 1975
MINISTER OF FINANCE
MINISTRY OF FINANCE
CLASS OF
P. 0. BOX 9 LT Gk
KUWAIT SERVICE: g/&/b{
COUNTRY: (STATE OF KUWAIT) g7
TEXT:
Cable No.:

| AM PLEASED TO ADVISE YOU THAT ON JULY TWENTYNINE THE EXECUTIVE DIRECTORS

OF THE IBRD HAVE APPROVED A RESOLUTION AUTHORIZING THE ESTABLISHMENT OF AN
INTERMEDIATE FINANCING FACILITY (THIRD WINDOW) STOP THE RESOLUTION PROVIDES
THAT THIRD WINDOW LENDING OPERATIONS WILL START AS SOON AS CONTRIBUTIONS OR
FORMAL NOTIFICATIONS BY CONTRIBUTING GOVERNMENTS THAT THEY WILL MAKE
CONTRIBUTIONS WHOSE VALUE TOTALS NOT LESS THAN THE EQUIVALENT OF ONEHUNDRED
MILLION DOLLARS HAVE BEEN RECEIVED STOP SINCE THE BANK 1S MOST ANXIOUS TO

START THIRD WINDOW OPERATIONS | HOPE THAT YOU WILL MAKE PAYMENT OF YOUR
CONTRIBUTION PROMPTLY OR GIVE PROMPTLY FORMAL NOTIFICATION THAT THE
CONTRIBUTION WILL BE FORTHCOMING STOP THE SECRETARY OF THE BANK IS FORWARDING
TO YOU INFORMATION REGARDING PAYMENT OF THE CONTRIBUTION OF YOUR GOVERNMENT

AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION
STOP THE CONTRIBUTION OF YOUR GOVERNMENT/SE DOLLAR EQUIVALENT OF TWENTY MILLION

IS GREATLY APPRECIATED

|.P.M. CARGILL
VICEPRESIDENT FINANCE
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME

DEPT.

SIGNATURE

CLEARANCES AND COPY DISTRIBUTION:

John H. Adler Cleared with Mr. Cargill

Director
Programming and B?ﬁe/tl/[
K/ﬁ

REFERENCE:

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:

f
!
(SIGNATURE OF INDIVIDUAL A Hoﬂlzzn TO APPROVE) |
JHAdler:cbm For Use By Communications SedM

'\ /
ORIGINAL (File Copy)
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATI ONAL~F INANCE
ASSOCIATION CORPORATION

August 1, 1975
Note for Mr. Shibusawa:

Reference your note of July 31 requesting thoughts
on the utilization of the proposed additonal IDA funds
for FY76 for Sri Lanka and Burma, I would suggest the
following allocations:

SRI LANKA
Mahaweli Ganga II $20 million
T 342 m total
$20 m FE
IDA: $10 m FE + $10 m
Irrigation Modernization $10 million
8 m total
$ 9 mFE
IDA $5 m FE + $5 m
Agricultural Development Credit $25 million
55 million
BURMA
Livestock P $7.5 million
Pa dy $25 million
Mining 18 million
7.5 million

Dag F. Witt.usenlf?r ¢
cc: Messrs. McBride,

Abd E1 Aty o/r, Ladonne,
Colliou ofr , Huggins, Gore
Cleveland, Durdag



INTERNAT i ONAL RANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT .- ) _ INTERNATIONAL FINANCE
ASSOCIATION . . . . " CORPORATION
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July 31, 1975

Mr._Shibusawé:

Re: NEPAL = /iDA Third Window Allocations

vhg program for Nepal approved by Mr.
Knapp, onAuly 2l, s $39. m11110n for FY76. The

increase of

We are proposing now in the lendlng program for
FY?G three prOJects. ‘

($ Millions)

Kulikhani Hydroelectric Power 22.0
Rural Development ' 8.0 Fo
Irrigation - Groundwater 9.0

Unless Management agrees to extending the Third
Window into FY77, to make use of the increased
allocation, we would have either to advance a
project from FY77 or increase allocations to either
or each of these three projects.-

I have reviewed the projects proposed for FY77
and cannot propose advancing any of them to FY76,
as they are all in a very early stage of preparation
which would not allow enough time  for the appraisal
and processing through Board consideration before
June 1976. It is also difficult at this stage to
propose increasing allocations for either Irrigation
or Rural Development. However, the financing plan
for the Kulikhani Hydroelectric project requires
that HMG would provide approximately $3.8 million
in foreign exchange, which IDA can finance under



INTERNAT i ONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSOCIATION CORPORATION
i

either of the two proposed increased allocations, in
which case the financing plan would be as follows:

($ Millions)
OECF $10.0 «/’/
Kuwait Fund 17:5 -
UNDFP 3.0
IDA 25,8 &
Total Foreign Exchange: $ 56.3 :5
Local Cost Financed by HMG: Tl
Total: $ 68.0

This should allow for the use of the total
proposed allocation of $12.2 million without
Third Window; the total would actually be $L2.8
million with Third Window; an amount of $1.9
million would remain unallocated. This can be
used in either of the three projects in local
cost financing but might entail relaxation of
our cost sharing rules with regard to Irrigation II
or Rural Development.

M. Abd El Aty
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July 31, 1975

URGENT

To: All Officers
I would like to discuss with you tomorrow, Friday August 1,

at 3:30 p.m. in my office the attached memorandum from Mr. Diamond.

Your particular attention is drawn to Annex II, Page 1. You will

note that proposed IDA lending amounts for FY76 for Burma, Nepal

and Sri Lanka are $49.L4 million, $4k.7 million and $55.L million.

These amounts are mot approved amounts but proposed amounts.

Mr. Abd El Aty is requested to come up either with a breakdown

of the suggested amount for Nepal, or to propose an alternative

amount with appropriate breakdown according to projects. Mr. Wittusen

is requested to come up with similar tables for Burma and Sri

Lanka. )793421 A
A/l

A. H. Shibusawa

Attachment

AHShibusawa :mp
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INTERNATIONAL DEVEL?D

NT I INTERNATIONAL BANK FOR ' INTERNATIONAL FINANCE
ASSOCIATION ﬁE?oNSTRUCTION AND DEVELOPMENT CORPORATION
| |
OFFICE MEMORANDUM
TO: See Below ;( DATE: July 31, 1975
FROM: William Diamond@ [ T a

SUBJECT: Bank/IDA/Third Window Allocations.

May I have your views on the attached paper

concerning Bank, IDA and Third Window allocations

| ‘
by Wednesday, August 6. T =

We will arrange a discussion of the subject a
few days thereafter, but I would like your preliminary

thoughts in writing, however rough, to start with.

Attachment

Distribution: Messrs. Rajagopalan
' = Alisbah
Collier , ' M
Dunn % ‘

Shibusawa v
Pilvin

Whiamond :us



INTERNATIONAL DEVELOPMENT 1 INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE
. ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION g

| s
OFFICE MEMORANDUM — “r e

TO: Regional Vice Presidents . . DATE: july 30, 1975
. LY
FROM: J. Burke Knapp !/;;e .,/
< i
SUBJECT: Bank/IDA/Third Window Allocations for FY76

Please find attached a copy of a memorandum on the above subject
which has been prepared by Mr. Adler. The allocations proposed in this
memorandum do not have any official status at the present time; they have
not been reviewed in detail by Mr. McNamara or myself.

Will you please undertake a review of these proposed allocations
and let me have your detailed comments on them by August 15 (I shall be
absent during the next two weeks but plan to spend some time on this subject
over the weekend of August 16-17), I would hope that we could have a

_ generally agreed program settled'ﬁc.)y the time of the Annual Meeting.

.
¢

Attachment.

cc: Messrs. Adler
- Dosik/Gue

JBKnapp:vm

ks E‘ rarmencl

BB

3’/({



. '“'t‘"“£§§337§¥T5§fvrmL"' | REconSTRUCTION XHDuEEVEL”PMEVT [ 7 "T"ComrPorATION
.. OFffICE MEMORANDUM
TO- Mr.‘Robert L Mcﬂahara'(tﬁrough Mr. Knapp) ‘DATE: - July 28, 1973

.
-

- grom: Jokn H. Adler, Director, P&B

CIJBJECf: Prcoosals for a Reg}Onaf Allocation of .IBRD Funds and &

Country Allocation of Third Window and 1DA Funds . _ # i S
- in FY76 ' .
'.l. - This memorandum éontéfﬁs proposals to trim the 1BRD program

“and increase the IDA program to match the currently approved amounts
in the Vlorid Bank lending program for FY76 and to allocate $500 million
£ Third Window funds. It was prepared following guidelines providsd
by Mr. Knapp in the context of our review of my memorandun on the plan-
ning and control of IBRD, TW and IDA amounts.

-

SR lntreductloq p gy

-

8 - The proposed allocatnon ?f 1BRD, TW and- IDA funds in FY?o
would- _ ;

{(a) reduce the current overprogramming 4& IBRD funds
and remove the underprogramming of IDA funds;

(b) _allocate $500 million of Third Window funds to e

______ h B
I.UIJHI._: lc; \Nl|.|| a pc;| \..apan ||n..u1m.. ur 153 l.nun

=h:$375, and, as a consequenre
5 {c) redlstrlbute IBRD funds from low income (less than

$200 p.c.) to middle-income countries ($375- $300

p.c.); and IDA funds to the poorer of the low jn- §5uh '}qg

come countries (less than $200 p.c.).

The reduction of IBRD overprogrammlng and the correction of IDA under=-
programning on the one hand, and the redistribution of 1BRD. and 1DA

funds with the addition of Third Window funds on the other, are concep-
tually separate exercises. This attachment therefore undertakes an
IBRD-TW=4DA allocation in two distinct steps. In the first, the IERD
program is reduced to remove the overprogramming of 1BRD funds, while

the IDA program is increased to remove the-current underprogramming in
‘IBA funds. In the second step, $500 million of Third Window funds are
allocated with consequent adJustments (from the first step) in IBRD and

. IDA allocations. " “m . : 3
] -

3. The first allocation has been made to provide a benchmark Trom
which to estimate the effect of adding 3500 million of Third Window furds
 on Pegacndl allocations and on the distribution of assistance among coun-,
tries in different income groups. Allocation of Bank Group. funds are
shown for each country (Annex 1) without Third Window funds (Cols. B.1- ~3.3)

o "y

—
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Mr. Robert S. McNamara :
l o f i
! 2
|

and with Third Window funds (Cols. C.1-C.h4). In all cases, the allo-
cation shown is by country. For the Third Window and 1DA, the pro-
posal is for a country allocation in accordance with general guiding
principles (see Section i1l below). For 1BRD funds, however, the pro-
posal is for a regional allocation; Regiona! Vice Prcs:dents would be

-asked to propose country allocations within the Regional totals. The

country allocations for 'IBRD funds shown in Annex 1 are only indicative
of the kind of country distribution which the Regions are likely to

propose. They were made to estimate the probable redlstrlbutlon effect

of introducing the Third Window.

1. Implications of the Proposed Allocation

., " The proposed Bank Group allocations with and without ™ funds

(Cols. C.1-C.4 compared to Cols. B.1-B.3 in Annex 1) have impliicaticns

with respect to the distribution of Bank Group financial support, (a)
among countries in different income groups; and (b) among different Regions.

A. Distribution of Bank Group Assistance among countries in
Different Income Groups

¥ The impllcatrons of adding TW lend'ng are summarized in Annax 11

~and V. They show that:

- 52% ($260 million) of Third Window lending goes to
countries with a p.c. income of less than $200 and
L8% ($240 million) to-those in the $201-$375 income
group. Third Window lending substitutes for part
. (34%) of the IBRD lending in the first group and. for
part (37%) of the IDA lending in the second group.‘

- $133 million of IBRD lending is transferred from low
income and high risk countries to those in the mid-
dle income group ($375-$800 p.c.); these countries
receive no Third Window funds now, but TW lending is
envisaged for this income group, if more thap $500
million of TW funds become available.

-~ 957 of all IDA lending would go to countries with per
capita incomes of less than $200; $60 million of IDA
funds are reallocated from countries in the $ZOI $375 5
p.c. income group to the latter group.

W ™y
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f A

‘As a result of these reallocations, all incame groups below’
$800 p.c. benefit from the introduction of the TW. Total
Bank Group assistance increases by 9.0%, 10.2% and L.o for
countries with per capita incomes of less than $200, $200-
$375 and $376-$800 respectively (Annex [11).

The grant equivalent of total assistance increases by $239
million; 66% of this increase goes to countries with per
capita incomes of less than $200, 30% to countries with
per capita incomes of $200-$375, and 6% to countries with -
per capita incomes of more than $375 (Annex V). '

B. Distribution by Reqion of Bank Group Assistance

6. The implications of adding TW lending is shown in Annex V. This-

Annex shows that: . ez v

Total assistance increases in all Regions by 5%=10%, except
for the EMENA Region where the increase is marginal.

" For the EAF, WAF, and SA Regions, which have a large number

of low income countries, TW assistance is high and” IBRD -
lending is reduced; the EAF and SA Regions benafit from the -
IDA reallocation to countries with per capita incomes of

less than $200.

For the EAP Region, TW assistance increases and IBRD assis~

tance also increases marginally, -

For the LAC Region, there are marginal (and compensating)

changes in TW and IDA assistance, but a substantial increase

in IBRD lending, since a large number of countries in this #
Region have per capite incomes of $375-$800.

For the EMENA Region, there is a marginal increase in TW
funds partly offset by a decline in IDA funds since [DA _
recipients in that Region 2#re mostly in the $200°$375 income
group. ' .

]

[l

In summary, the IBRD, TW and IDA totals are shown in Tabie 1,
with and without TW lending. For easy reference, the cur- .
rent totals of country lending programs are also shown.

g 3
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g o }' Table 1
i % IBRD.Regiole Lendﬁng Programs and TW/IDA Regional
Potals with and without Third windew .
Y :
Current Progranm . Proposed Program'With No T Proposed Program With T !
T piary 1520 TOA 152D TRird o.n0oW T
Amt. Amt. Anmt. + Amb. * Amt. Amt., Azb. ,
sn. £ v 4 gm % $m. & ;. % S % s %
CEAF 191.7 3.5 2u9.9 16.6 250 L.8 257 15.0 200 3.8 67 13.4, T 268.6 15.8
ol LL%.3. Bt (Y33 s KO 77 179.k4 - 110.5. 2 o 8 10 . 262 if2.5 W.2
RMEHA 1408.1  25.7 109.0 7.3 1360  26.2 f' 1181 6.9 1360 26.2 50 10.0 g0k L.7
‘LaC 1509 - 3.8 26.0 1.7 1700 32.7 26.2 1.5 1850 35.6 32 6l 20.5 1.2
TAP W22 25.9 12.0 0.8 1350 26.0 12,0 0.7 1360 26.5 75  15.0 12,0 0.7
s, 1m0 -2 92.0 62.7 L0 _ 2.7 1119.1  €5.4 60 1.2 175 _35.0 1145.5  67.4
et miErY Yoo 1501 180.0 3266 305.% . 1Ti1.8.150.0 S0 6.6 350 100.0 W 6.0

“1/ Standard Table IV of 1/1/75, updated for recent 7}'anagerwnt. decision.

i
P& B

4 1/25/15 .
2 . .

T ™y
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I11. Methodology underlying the Proposed
. Allocations -

A, Bank Groﬁp Allocations with no Third Window

F i For IBRD, the aggregate of country lending programs for FY76 is
$5487.1 millionl/ compared to a World Bank lending program of $4.7 billion.
For IDA, however, the aggregate of country lending programs is $1501.4

~million)/ compared to a World Bank lending program of $1635 million. Total

available -IBRD funds for FY76 were fixed at $5200 million -- or about 10%
more than the World Bank lending program, to allow for some unavoidable

country ‘and related project losses.2/ Total available IDA funds for FY76
were fixed at $1700 million -~ or $65 milli9n above the World Bank lending
peoeen, I3 whae oF b shertball In s :

8. IBRD Reéional Lending Programs (no TW) The proposed |BaD Regional

lending programs were derived by adjusting the "ideal" Regional shares of
total available IBRD funds ($5200 million) on the hasis of the special cir-

-cumstances of FY76.  The ''ideal' Regional shares were defined as the average

of Regional shares in FY75-77 == i.e. the actual shares in FY75 and the share
of country lending programs for FY76 and FY77 (Annex I, Col. A.1 for FY76
and Standard Table 1V, 7/7/75, for FY77). The principal adinstments mada
in:the "ideal' shares, were to: .

(2a) reduce the EAF Region's share, since IBRD lending to the
E.A.C., Ethiopia and Madagascar is very unlikely in FY76;

(b) increase the EAP Region's share to allow for a particular
¢ effort in Thailand, to which no lending was made in FY75; and

(c) reduce the SA Region's share since the unusually high level
| of IBRD lending to India in FY75 resulted in an '*ideal"
share that was too high.

1/ These figures differ from those shown in my memo ""Planning and Control of
IBRD, IDA and TV Commitment Amounts' since they incorporate decisions made
by Management after Standard Table IV of 7/7/75 was issued. In particular
the IBRD allocation. to India has been reduced from $240 md 1l1ion shown in
the Standard Tables' to $60 million. . -

2/ This overprogramming of IBRD funds is more than suggested by our experience
in FY75, when approximately 7% of the approved country lending programs
could not be achieved, due to these constraints (mzinly Thailand, lran and
Cyprus)}. If country losses in FY76 are insufficient to absorb the amount
of current overprogramming, it is always possible towards the end of the

- fiscal year to defer a few laigea projects into FY77. i

3/ In FY75, IDA commitments totalled $1576.1 million compared to a World Bank
lending program of $1635 million. '
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9. IDA Country Allocations. The proposed IDA country allocations

is derived in some detail in Annex Il and shown in Col. B.2 of Annex 1.
This allocation was prepared on the basis of the country shares deter-
mined in connection with the preparation of the IDA lending program

for the Fourth Replenishment in May, 1974. These shares were adjusted
(see Col. 2, Annex 1!) since several countries will. no longer receive

IDA assistance, at least during the Fourth Replenishment (Vietnam,

Bolivia, Botswana and Morocco). The adjusted shares were then used

to determine the FY76 allocation after compensating for country over-

runs or underruns in IDA commitments in FY?S.l/ There were only a few
minor exceptions to this general rule. These were countries (the C.A.R.,
Chad and Ethiopia) whose FY76 operations program were too weak to ab-

sorb all of their FY76 allocation. The IDA allocations for FY76 are
Eroliuilin f pioposais derived on the basis of considerations of equity.
(Annex 11, p.1 also includes the p.c.p.a. IDA allocation for each country.)
They may need to be reviewed in the light of special country considerations
after comparing further the preliminary proposals with the current FY76
country programs (see Annex'l|l, p.2), ‘

B. Bank Group Allocations with TW Lending

-,

i0. Third Window Ailocation. - The allocation by country of $500 million

:of Third Window funds is shown in Col. C.2 of Annex |.- It is based on
the DPS proposals of March, 1975.3/ Countries with a per capita income of
$375-$500 have not been allocated any Third Window funds: it is recognized
that they would receive Third Window assistance, after Third Window funds
exceed $500 million. As a general rule, the allocation to each country
is one-half the earlier DPS allocation (which was then made for $1.0 bil-
lion) with the following minor exceptions: 2°

(2) The E.A.C..and Madagascar receive no Third Window
funds, since it is unlikely that such funds can be
committed in these countries in FY75.

(b) India's high original allocation has been slichtly
reduced (from $150 million to $125 million).

L3 - -

1/ Specifically, a'two-year country allocation for FY75‘and FY76 was
derived from the country shares. ~ The FY75 commitments were then
subtracted from the two-year total to derive the proposed commitment
for FY76. The FY75 commitments to four countries -- Jordan, Yemen, "
P.D.R., Guyana and Swaziland -- exceeded their FY75 and FY76 alio-
cation. No allocation was made to these countries in FY75.

2/ Mr. Haq's memo of March 15, 1975 to Mr. McNamara.

e i 3 e R S -—4-—-!
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Mr. Robert S. McNamara =7 - July 28, 1975

The $60 million that

! is released, as a result of (a) and (b) is then
. redistributed to othe

r countries as follows:

(aa) The allocation of countries with less than $5.0

million is raised to $5.0 million: conversely,

countries with an allocation above $25 million
receive no increase.,

e . B om R o "

(bb) The allocation to all other countries is increased
o Proportionately and rounded, '
11, . Projects suitable for
identitied. In proposing proje

Third Window financing have not been
be desirable for the Regional Of

cts Tor-Third Window rinancing,
fices to opserve these uidelines:
P g s
(a) 1n 1BRD-TW countries, Third Window projects should
. Preferably be in the newer social sectors: conversely,
in TW-1DA countries they should nrefarably be in tiadi-
Lionai sectors, : i

ra
N

. (b) Projects with a high probabilit
the Board in FY76 should
Window financing.

y of being epproved by
be given priority for Third

(c) 1BRD/TW and TW/1DA blend Projects should be kept to a
minimum., : ¥

12, IDA Country Allocation.

with Third Window funds. is shown

The proposed [DA allocafion b

Y country
in Col, €.3 of Annex 1. The reallocation

i/ The proposed DA Program in FY76 for sever
the program currently sho
in the annual allocation

- Cose

al countries is smaller then
wn in Standard Table IV because of an overrun
to these countries in FY75.  However, in most
§, such countries receive a Third Window Allocation that exceeds the
proposed IDA reduction in FY76, In a few cases -- Chad,. Haiti, Mali,
Somalia and Yemep, P.D.R. =~ th

€ proposed reduction from the current
IDA program is not accompanied by the allocation of Third Window .funds.
If it were decided to retain the currently approved IDA amounts in FY76 to
these countries, this would add $39.3 million to the total IDA allo-
cation for FY76 with the increases {from Annex 11, Col.2, p.2) distrij-
buted as follows: ChEET?$8.0m.},

Haiti ($6.4m.), Mali ($13.2m.),
Somalia ($5.7m.), and Yemen, P.D.R. ($6.0m.).



Mr. Robert S. McNamara : -8 - ) July 28, 1975

of $60 million from countries with per capita incomes of $200-$375 to those
with less than $200, was made in proportion to country shares with very

few minor exceptions. (Consequently, most of the $60 million that is added
to the lowest income group results from reducing the IDA allocation to
Egypt, which holds a large share of IDA funds in the $200-$375 income group;
countries in this income group are starred in Annex 11.) .

13.  1BRD Regional Lending Programs (with TW). The proposed I1BRD Regional:

lending program with TW funds is shown in Col. 9 of Table 1. The EAF, WAF
and SA Regional shares are smaller than those that wuld have been proposed
before the availability of TW funds (Col. 5, Table 1), since these Regicns
receive a relatively high proportion of TW funds (and also scme additional
IDA funds for the FAF and SA Regions). The IAC Begisn's IBRD &a!lzcziien-
increases substant;ally, since many countr:es with per capita incomes of
$375-%800 are in this Regton. N

Recommendations . L T

4, The proposals presented for decision in this memorandum are to:

(1) epprove the allocation of Third Window funds by country
“as shown in Col. C.2 of Annex 1; and ask the Regional
= Vice Presidents to propose projects for Third. Window
financing in accordance with the gurdellnes in paragraph

113

(2) approve the preliminary allocation of IDA funds by country
as shown in Col. C.3 of Annex 1 (Col.(6) of Annex 1l) after
consultation with the Regional Vice Presidents; and

(3) approve the following {BRD Regional Lending Programs and
ask the Regional Vice Presidents to propose IBRD country
allocations. These Regional LlLending Programs are over-

programmed; actual commitments to the Regions in FY76 should'

be about 10% less on average than the following figures-

Proposed [BRD

o . - Regional. Lending
. — _Programs ($m.)

. Eastern Africa 5 : - 200.0

Western Africa ' 350.0

‘Europe, Middle East & N. Africa | 1360.0 :
. Latin America and Caribbean _ 1850.0

Fast Asia and . Racific 138G.0

South Asia __60.0

Total - 5200.0

¥ ittt

-
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© ANNEXES

[ FY76 1BRD, TW and IDA Pronosed'Allocations with no Third
Window and with $500 million of Third Window Funds,

.ll.',-Pfoposed IDA FY76 Allocation by Céuntry and Comparison
with Current [DA Program.

Il Effect of TW on Bank Group Assistance to Countfies in
Different per cepita Income Groups.. ‘

-
'

Ve St aia vt Lol vr faesoused Tiénl :;ih:'v\-:‘:'.’-ilt =NV IELY Countivics
in Different Income Gro?ps._ :
* .

V.  TW Effect on Regional Shares of IBRD, TW and IDA Funds.

-~ ¢
Attachments .
~ecc: Mr. Cargill
‘Mr. Goodman
GZaidan:jes
. S



fastern Africa

Botswana
Surundi
E.A.C.
Ethiopia
Kenya
lesotho
Had?ﬂ&'bar

Mnrocco
Oz
Portuzel
Roi~ania
Srain

Syria
Tuaisiz
Turkey
Yeren, B_R.

Yeren, P.DUA,
2

Yugoslawi
Total

i
|
!

FY76 18RD, TW and' 1D9A Proposed Allocations with no Third w:ndow
ard with 5500 million of Third YWindow Funds

A. Current Procram

18R0 1DA
A.1)  (A.2)
Sud =
- 9.5
- 70.0
123.0 12.0
- 5.0
- 16.%
- 19.0
15.0 3.0
- 15.0
- 16.0
- 12.0
30.0 392
- L0.p
1o, 0 -
M7 T
25.90 17.9
- 1.0
- 23.0
25,0 -
= 1L 0
- 70
5.9 10.0
- 3.0
63.0 -
29.3 £.0
- 25.19
£ - .
- 13.0
139.0 -
£0.0 2.0
r T
50.0 T
- _l9.9
”LiLl Lii;i'

30.0

150.0 65.0
70.0 -
87.5 u
20.0 -
23.0 «
15.0 -
75.9 -
€6, o -
160.0 =
25.0 -
49.0 -
60.6 -
233.0 -
- 2.0

= 5.0
0.0 .
Laz.1 1090

TOTAL

(A3)

M O w

.

sl gl 5§ X
O OW O QL O oW 2000

R .
Lo~~~ D DO QNN N WD N

|
Q1=

30.0.

150.0

10.0
< 150
215.0

70.0

87.5
20.0

230

(a4}

24

2

[P0

o
o
lbc oomoooo
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e :
8., Proposed Program €. Preposed Program with TW
Mith No Tu- . Funds {59.5b.)
1BRD 1DA TOTAL 18RD ™ iBA TOTAL
(s.1) (B.2) (B.3) (z.1} (c-2) (c.3) (c.b)
[ 6.0 - 6.0 6.0 - - 6.0
i - Lt 17.7 - Co- 18.8 18.8
! - 60.0  "60.0 : 60.0 60,0
, 128.0 9.8 137.8 103.0 25.0 10.% 138.4
! i 6.5 6.5 ;s E 6.5 6.9
| - 18.9 18.9 - - 20.0 20.0
- 4.2 4.2 - A.0 15.1 21.1
13.0 3.7 16.7 6.0 6.0 3.7 i5.7
- 16.5 16.5 - - 17.5 i7.5
- 9.7 9.7 - - 10.3 10.3
- 27.8 27.8 - 12.0 29.4 L1.4
48.0 32.6 30. 30.0 18.0 A 32.6
= 39.6 39.6 - - Ly.g 41.9
5.0, = 5. b0 WBimes e L 358
250.0 257.3 507.0 200.0 67.0 2856 535.6
L L4
25.0 4.7 39.7 15.0 21.0 T3 L3.9
= 1.0 1.0 - - 1.0 1.0
= 15.0 15.0 - - 15.0 15,0
177 - 7.7 2.7 5.0 - A7
- Y3.7 13.7 - - 14,5 4.5
- 2 2 - £.0 7.6 Pz.o
45.0 19.9 55.9 ) 18.0 5.9 2.9
= 10.7 8.7 - - 11.3 i1.3
43.0 - 63.0 43.0 5.0 = 53.0
293 10.5 39.8 "29.3 5.0 0.5 L4y 3
Z 1 e PE, 1 - 439 1.8
= 79 55 = = 78 79
- - 32.7 3.7 = - 3L.7 3h.7
190.0 e 100.0 100.0 = - 190,0
£0.0 5.1 E5.1 Ls.u 18.6 2uF 65.8
- 9.1 9.1 - 2.9 9.6 12.6
.-60.0 8.1 63.1 55.0 5.0 8.6 £8.5
- 22,1 22,1 - - 23.5 23.4
0.0 179.4 _579.4 350.0 101.0 172:5 £23.5
- 23.8 23.8 - - 25.2 952
120,0 - 120.0 120.0 - - 120.0
10.0 - 10.0 10.0 - - 10.0
15.8 & B J15.0 15.0 - - 15.0
150.0 85.1 236.! 150.0 50.0 L5.5 246.5
70.0 - 70.0 70.0 - - 70.0
£0.0 - £0.0 60.0 - - 60.0
20.0 - 20.0 20.0 - - 26.0
20.0 - 20.0 " 20.0 - - * E6.
15.0 - 15.0 15.0 - - 15.0
75,0 - 75.0 ©75.0 - - 75.0
T = = - = 0 =
50.0 - 50.0 50.0 - - €0
160.0 - 160.0 160.0 - - 160
25.0 - 25.0 25.0 - - 25
40.0 - Lo.0 40,0 - - Lo
€n.0 - 60.0 60.0 - - 60
230.0 - 230.0 230.0 - - 230.
- 8.2 8.2 - - 8.7 8
_240.90 - _3kn.o 24o.0 - = 250
13£0.0 1R, 1 1k73.1 ¢ 1360.0 50.0 £0.4 1heg. b

. . Rl S
e | ~S OO OoCO0O0O0
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FY76 1BRD, TW and IDA Proposed Allocaticns with no Third Window
b and with %5720 million of Third Window Funds
. ANHEX 1
. f a page 2 of 2
' 8. Propased Program C. Proposed Frogr\ﬂ with TW
A. Current Progran With No TV _ Funds ($0.55.)
[EED) I DA TOTAL 1 8RD 1DA TOTAL i 82.0 _Td ipA TOTAL
Latin Airerica f 5
& Larib. :
Arzentine 215.0 - 215.0 115.0 - 115.0 215.0 - - 215.0
§aharas 9.0 - 9.0 3.0 - 5.0 5.0 - - Q.0
3arbados ) 6.0 - 6.0 6.0 = 6.0 6.0 - - 6.0
3ctivia 47.0 - L7.0 L7.0 - L7.0 Li.o 6.0 - 47.0
3rezil 575.0 - 575.0 500.0 - 500.0 525.0 - - 525.0
Cr3Ey - - - - - - - - - -
i 20.0 - 20.0 20.0 - 20.0 25.0 - - 25.0
78.0 - 70.0 70.0 - 70.0 70.0 - - 70.0
260.90 o 200.0 165.0 - 1€5.8 70.0 - - 170.0
30.0 - 30.0 30.0 - 30.0 20:9 - - 30.0
290.9 - 20.0 20.0 - 20.0 22,0 - - 22.0
50.0 - 0.3 50,9 - 50.0 £3.0 - = 50.9
14L.0 - 1.3 4.0 L.5 18.5 5.0 L0 k.3 V7.5
\ o - 5.9 15.0 - 15.0 15.0 - - i%.0
: 19,3 - 10.C 10,0 - 10.0 10.8 - = 10.6
. - 15.0 5.0 - £ 8.1 B - B.5 3.5
B 70 1.6 3. 10.5 13.5 2.2 15.3 5.7 227
1.0 - 3.0 3.0 . 1.0 3.0 - - 3.0
: A, - 3en .o 340.0 - 350.0 3€0.9 - 2 30,9 .
;- 4.5 - L. £.0 - 5.1 i5.0 - . 15.0
A - Le,o 40.0 - 40.0 40.0 - - Lin.g
- L.6 4.0 - Fd 4 = 6.0 1.3 ¥ 4
: = ol it Yo A
] 3 15 4 - iy i2.0 - - 13
::‘ 35.0 - 350 5.0
4 2.5 = B
tagy.y 25,3 1935 .9
1 15.7 - 15.0 15.0 - 15.9
; L35.9 - 4050 Lon, ¢ - Lao.o
? 325.9 - 325.0 275.0 - 275.0
: 1L5.0 - 45,0 145.0 - 15,0
' 10,0 12.9 Lz.0 35.0 1.0 L2.0
; 277,06 - - 30 2795.0 - 275.0
: - = = i = X
! #3009 - 239.0 z10.0 - 210.0
: = = - N 2N
i ; 2.8 1%3L.0 ¥388.0 V3.0 1352.0
| ! - 150.0  150.0 - tok.7  i9%.7
) - Lkp,0 - Lo,n - L5 6 L&, 5
! ; 63,0 £00.0  A60.9 30,0 677.0  767.0
~ 35.0 356.8 e 272 47,2
9.3 381.0 134 .0 50.0 166.3 155.3
- 36,0 35 - £2.3 52.3

A5 1Ited 1259.1

15214 E?@f;z 5202.9 1711.8 69118

a
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5 ., Proposed IDA FY74 fitlocation by Country
Allocation(f%n) _Preposed FY7H(4m) Per Capite Per Annus
. (1) (2) (3) Ly 77 (5) (6) ’ e AN (&) (9}
Population Share of 1DA Actuz FY75676 FY 70 ryyt
mid ~72(000)  Conmitment(7)Y  EYIS% 62:’ rvzsi" . no TWA/ with Wi/ aversge? wo WL wirk 12
Eastern hfrica » ,
T Burundi 3506 0.54 1727 B 17.7 18.2 2.5 5 5.k
Ethiopia 25530 L.95 161.7 £0.5 49,0 . 60.0 3.1 2.3 2.3
Keaya 120790 1.08 35.3 25.5 9.8 10.4 1.5 c.8 0.9
Lesotho §59 0.32 10.5 4.0 6.5 6.9 5.5 6.7 7.2
Madagascar 7400 1.08 35.3 16.4 12.9 20.0 2.4 2.6 Z.7
Halavi L7t 1.00 32.7 12.5 4.2 15.1 3.5 3.0 3.2
SMauritius 8ug A 5 7.2 3.5 3.7 3.7 4.2 [T N 1
Paranda 3904 0.75 24.5 8.0 16.5 17.5 3.2 b 2 L5
Soralia 295k 0.54 17.7 g,0 9.7 10.3 3.0 3.3 3.5
Sudan E 16586 2.47 80.8 53,0 27.8 29.4 2.4 L i 1.3
“Suazi land hié Q.11 3.6 5.0 - - 4.0 - -
Tanzania . 13606 2.15 70.3 37.7 32.6 .6 - 2.6 2.4 2.5
Zaire : 19091 2.80 91.6 _52.0 2.6 .57 2.4 2.1 2.2
Total 112022 12..¢01 558.9 3i2.1 257.0 268.6 2.8 0.3 2.5
Western Africa :
T Cameroon ’ 6024 1.00 32.7 12.2 1.7 7.9 2.7 2.4 1.3
roALR. 1673 0.22 7.2 - 1.0 1.0 2.2 0.6 e.6
ad 3720 0.86 28.1 - 15,0 15.0. 37 L a .0
Mosey 2840 0.5k 17.7 k.o 13.7 a5 3.1 4.8 .1
Gmbia 377 0.7 7.2 - 7.2 7.6 9.5 19.1 z0.2
“Ghana 9030 0.75 2.5 13.6 10.9 5.9 1.3 )2 G.5
Cuinea 5100 0.54 17.7 7.0 10.7 11:3 Y7 Pl 2.2
=Likeria 17 0.32 10.5 - 10.5 10.5 3.2 6.5 £.5
Hali 5260 1.08 35,3 f 2.z 111 11.2 3.4 2.0 2.7
Mauritenia 1210 0.32 10.5 f 3.0 75 7.9 b 6.2 £.5
Higer h259 1.07 32.7 - 32.7 3h.7 3.8 7.7 8.2
“Sencaal wr 3990 0.86 25.1 23.0 5.1 2.8 3.5 1.3 5.9
Sierra Leons 2727 0.43 .1 5.0 9.} ¢ 9.6 2.6 3.3 .5
Togo B 2052 0.43 .1 6.0 B.1 8.6 3.4 1.9 L |
Upner Volta _5613 1.18 _3%.6 16.5 _22.1 23.4 3.4 3.9 L.z
Total 55£79 9.75 313.0 120.5 1735 172.5 73 3.7 =y
turcoe, Mid. Easi
14273 t.ho bLg 8 22.0 23.8 25.2 I.5 1.6 [
ILBLO -~ . 4. 62 151.1 65.0 o, 46.5 2.2 2.5 1.3
“ Jordan 2570 0.53 I 19.5 - - 2.8 = y
Yerien, ALK, - 6050 '1.08 35.3 270 5.2 8.7 " 2.9 .3 A
Yeren, P.D.R. 1510 0.32 10.5 _22.5 _— - 5 3.5 = -
Total 59758 2-85 256.8 15681 1.l 80.4 7 2.0 13
_El Solvadbr 3565 0.32 10.5 L.5 L.s 1.4 1.2 1.2
“Guyana 754 0.11 3.6 L.o R - 2.4 - -
Haiti L377 0.86 28.1 20.0 8.1 8.6 3.0 1.9 2.0
*Hondu ras 2687 0.32 10.5 - 10.5 5.7 k.9 -.3.9 2.1
“Nicaragua 2152 = - - - - a5 40 - -
*paraguay _735h 0.53 141 11.0 S L7 3.0 ¥.3 9.7
Total 1553 2.04 6.8 410 26.2 20.5 20 e =
East Asia & Pacific - -
“Papua Mew Guinea E 2581 0.32 10.5 - 12,00 12.0 2.0 b.o La?
Total 581 0.32 0.5 - 12.0 12.0 iE:} [ S
South Asie .
fangladesh 72500 10.54 ahh, 7 150.0 194 .7 206.3 2.4 Bt 2.8
Burna 28874 2.30 - 91.6 45.0 b6.6 bk &— 1.6 1.6 1.7
India 543490 40.00 1392.0 631. 677.0 &11.0 ° 1:2 T2 1.2
Nepal 11479 1.29 42,7 .- “ k2.2 Ll 7 &—v 1.8 3.9 3.5
Pakistan 66720 5.27 172.3 £6.0 165.3 2.3 1.3 1.6 1.7
Sri Larka 13198 _2.47 50,8 _28.5 _57.3  _55.hee— 3.1 4.0 L2
Total 4 156252 62,37 2039.6 920,6 1119.0 11554 E| 1.5 1.5
GRAND TOTAL 1002281 lon. 34 3231.6  1650.3 1718 1s9a.b 1.6 e 4 1.7
== —— —

. £
1/ hs deternined in connection with the preparation of the IDA lendiry program for the Fougth rfplénisluncnz'(5/13;"7!?) adjusted for Lhe
smaller nusber of I1DA cowntries (Indoshina, Botswana, Eolivia and Moracco have becn orcluded).”
2/ Column (2) x $3,270 i.e. percent of $3270 million (51635 wddkidn ICA funds in FY7S and FYJD sach). Doz to rouncing, the total show
is $3280 millian,
3/ Standard Toble IV, 77175,
/

L Coluan (3) minus coluan (W) with zera shoun if value is negative. Figures with twoe sters are exceptions to this rute. For exasnle,
aliocations to C.A.R., Chad and Ethionia are less Lhan coluon €3) vieus ealumn (B} due to their weak operations prograc.
5/ In qe

wral, derived 1rom column (4} as follows. 60 millina was deducted fram the allocation of countriecs with 2 p.c. inzome of
§200-375 (those countries are starred) 2nd added to those vilth @ D.t. income of Yess than $200. Unless there were special reasons,
docreases and increases weroe

/ Column {3) divided by coluor

- 74 Colunn (5) divided by caluwn {1V,
8/ toluin (G} divided by colunn (1)

S
T2 T3
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FY76 1DA A)\locatioas: Proposed Allocation Conpared
! | with Current FY76 Progrem

i ANMEX 11
page 2 e 2 of 2

B aik
-

Current Proposed Increase %
Programl. Progran_ ' (Recrease) Increase
. u:m_l_ Gm) ecrease)
3
Eastern Africa
Surundi 9.5 18.8 9.3 87.9
» " Ethiopia 70.0 60.0 (10.0) (1%.3)
Keaya 12.0 10.4% ( 1.6) (13.3)
Lesotho 5.0 . 6.9 1.9 38.0
Madagascar i6.b | 20.0 3.6 22.0
Malawi 10.0 i 15.1 5.1 51.0
fMauritius 3.0 i 3.7 0.7. 23.3
Rwan-a 16.0 . % ) 9.4
Soralia 16.0 | 10.3 51 (35.6)
Sudan 1Z2.0 | 29.4 17.4 145.0
Tanzania 39.2 k.6 ( b.6) (11.7)
Zaire - _Lo.0 L41.9 1.9 L.3
Subtotal 249.1 2€8.6 =19 7.8
Vestern Africa
17.0 7.9 ( 9.1) (53.5)
1.0 1.0 - -
23.0 15.0 ( 8.0) (34.7)
iL.0 4.5 0.5 3.6
7.0 7.6 0.6 2.6
i0.0 5.9 (4.1) (h1.0)
2.0 5 33 ¢ b1.3
£.0 105 - L.5 75.0
25.0 11.3 A3.2) 152.8)
8.0 7.8 ( 0.1) 1.3
13.0 3.7 157 92.8
2] 2.0 2.8 0.8 Lo.,0
: Vi3 9.5 .3 275
-t Toryo e 7.0 8.5 1.9 2.9
Loper Yolla T o10.0 23.4 P34 13L,0
Sustotal _163.3 172.5 9.2 5.6 i
& M. #frica
30.0 252 - ( 4.8) (16.0)
65.0 kg .5 £18.5) (28.5)
1 - 8.0 8.7 0.7 ¢ &.8)
: £.0 = ( 6.0) (109.0)
! 109.0 80.4 (28.6) (26.2)
“ Latin ~merica & Caribbeoan
: £} Salvadar L - 4.5 L.5 -
Hslti : 15.0 - B8 { 6.4) (Lz.7)
THomdLras " 7.0 5.7 ( 1:3) (12.6)
~Farazuay - L.0 1.7 { 2.3) (57.5)
Subtotal 25.0 20.5 (75.5) (21.2)
: Exg Mgis & Peclfic '
“ “iPasua New Guinca 12.0 12,08 - -
4
; - T -
adesh 150.0 206.3 56.3 375
49.0 49.4 9.4 23.5 &—
£00.0 £77.0 77.0 12.8
5.0 Ly 7 8.7 b2
tan 81.0 112.7 3.7 29..
Lanka 35.0 55,4 20.4 3.3 €&——
Subtatal 42,0 1745.5 203.5 § 1.6 -
GRAND TOTAL 15015 159%.5wm i98.1 132

Countries above 5200 p.c.p.a.
1/ Table 1, 7/?/;5 adjusted for recent lMenagement decision.
2’ Proaram with Third Vindow funds of $5C0 million (fol.f6) in p.l1 of Annex 'l)

L3
~
~
N
i
~
~J
n
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ANNEX 111

;I !‘_".' al inl:_ il L_:\.HU_I W oannd 1D _i‘wni'- bigr Lr.ilj'i_l_.l_ RTINS Groups

NET INCREASE IN

_asepe ™ A . TOTAL ASS ISTANCE TOTAL ASS ISTANCE
N (2) (3) / i) 5) (G) {7 (8) (9),
Without TW With TW J Without T With T Without TW With TW: Amount ($m) _Z_:f
Less than S200 V )
Amount  {%m) 393.7 260.7 260.0 1550.7 1598.3 Co1ghh L 2119.0 - 174.6 9.0
% of Total 8.4 Bl £2.0 80.6 9.0 30.3 30.7
§2071=375 ;
Amount Sm) _ 16165.3 1613.3 240.,0 161.1 j01.2 1776.4 1957.5 181.1 10.2
. of Total - 34,3 34,3 L8.0 a.h £.0 55 7 8.4
$375+ b
fpount  ($m) 3 2691.0 « 2823.0 - - - 2691.0 2823.0 132.,0 L.9
it of Total . 513 ' 60.1 ' L42.0 k0.9
v ! i
Total (§m) A4 4700,0 4700.0 - 500.0 17188 1699.5 Gh11.8 6899.5 h87.7j/ ‘7.6
. . :
MNOTE: This table compares the allocations that would have been prosescd, with no Third Window, to reduce |BRD -

overprogramming and remove the underprogramming af 10DA funds, with these allocations after Third Window
funds of $500 million arc added. !t then compares the B columns with the € columns in Annex 1.
r

1/ Excluding Migervia ($100 million aned Indonesia (SH00 million).
3/ Colunn (8)/Coiunn (€) x 100
3/ Does not &dd up to $500 milllon (the TW funds edded to total assistance) because the total 1DA allocation

without TW slightly excecds the total IDA allocation with T, due to rounding.
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Do Dot « Iy
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Orani Zounivalent

I1BRD (11%)

i (508)

104 (853)

Ltd

o
4w

increass
Awount

T 5
20 ul

($m. )

, Third Wirdow Wit

nY;

r—.q—.;—-

b e ]

Legs Than Less Than
200 200-375 375+ 200
k3.3 i1l g . 2g6.0 28.7
0 0 0 130
1380.,1 1h3.4 0 Tuc?.5
16234k 321.]1 296.0 1581.2
! 157.5
% of Totzl Grant Eguivalent e HEE
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Without TW With ™ f Without TW With Tw
Fastern Africa
Anounts {Sm) - 250.0 200.0 oL 257.0 268.6
% of Total L.8 3.8 biat 15.0 15,8
Western Africa ;
Anounts (Sm) Loo.o 350.0 101.¢ 179,k 172.5
% of Total " Tl 6.7 20,2 10.5 R
Europe, Middle East &
MNorgh Africa N .
~f:ounts {Sm) . 1360,0 1360.0 ’ 40,90 118.1 80.h
#of Total ¢ ‘ © 26,2 26,2 10.0 6.9 4.7
Latin America and
Caribbean L
Avounts (Sm) 1700.0 1850.0 32.0 26,2 20.5
% of Total 32.7 35.6 iR 1.8 1.2
Eost Asia & Pacific
Amounts (Sm) * 1350.0 1380.0 7540 12.0 12.0
% of Total 26.0 26,5 15.0 0.7 0.7
South Acsia =
Anounts ($m) 140.0 60.0 175.0 1119.1 1145.5
% of Total 2.7 1,2 35.0 65 .4 67.4
Tetal Amount ($m) , 5200.0 5200,0 . 500.0 1711.8 1699.5
L]

NOTE: This table compares the allocations that would have been propased, with no Third windmv; to reduce |BRD
overprogramming and remove the underprogranming of [DA Funds, with these allocations after Third Window

furds of $500 million are added. It then compares the 3 columns with the € coluans in Annex .

1/ Column (8)}/Coiumn (6) x 100,

“without TW slightly oxceeds the total IDA allocation with, TW, du: to rounding.

. 2/ :Does not add up to $500 million (the TW Aunds added to tota! assistance) becaust the total IDA allocation

1
ANNEX_V
MET INCREASE IN
TOTAL ASS ISTANCE TOTAL ASS ISTANCE -
(6) (7) &) (9),
Without TW  With TW Anount (§m) %L
507.0 535.6 28.6 5.6
73 72
579.4 623.5 Ly 7.6
8.h 84 i g R
B S Sy g
1478, 1 1490 .4 12.3 0.8
21,4 20.1 .
1726.2 1902,5 176.3  10.2
25.0 25.7 w
1362.0 1467.0 105.0 7.7
19.7 19.8
1259.1 1380.5 121.4 9.6
18,2 - 18.7
s w3
6911.8 7399.5 Lg7.7+ 7al
PG B
7/24/75 !
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Regional Vies Fresidents July 3¢, 19735
J. burke Roapp

Sank/1uA/Tbird Window Allecscions for FYI6
1 i f I ’:’; i/’
b/ = ',j /} 1t

Flme“mﬂnma!ammthMMjwt
which has besu prepaved by Mr, Adler. The allecetions proposed in this
sescrsndun do not have any offiefel status at the present tine; thoy hove
not bees reviewed in detail by Hr. Melamara or myself.

¥ill you plesse underteke a veview of theas proposed allocations
and let me heve your detalled comsents en them by August 13 {1 shall be
ebsent duvring the next two weeks but plan to spend some time on this subject
over the woekend of August 1é-17). 1 would hope that we eould have o
senerally sgreed progres settled by the tive of she Anmuel Meoting.

Attachzent .

ce: Measrs. Adler
Josik/Cue
Stern

JBRnapy Ve



Mr. T.P.¥M. Cargill July 38, 1975

Laster Hurick

Twitzerland: IDA4: Thixd Window

Yr. Guy Hentsch, Sacretary of the ¥mbassy of Switzerland,
telephoned me today to give me the following informatcion:

(1) 1084

Ty

tha final date for a refarendum has now been set at
aptember 2%9. The campaign for the refarendum has started and it
locks as 1f it will ba held. The Federal Council has decided that
vote on tae bill will not be held until some time next vear, after
2 2lection. Tentsch says this is unfortunate, but says that this
igion was based on the desire of the TFTederal Council not to injsct
4 into the slection itself, )

!
&
A
-
(o
1
34
T

A}

31
2
)

[ha =arliast date possible for a wote would be March 21,
it i3 nassible that tha vote will not he held until some
*iqa in June 1%75. This means that tha 124 lpan will ecartainly net
rore iarech 1975 and probably will aot 2e made, if at all,
imibil savaral amonthas later.

4 the Taderal Council sent to Parliament a bill for
tha Swias particination in hoth the Third ¥indew and the Fund 041
Faeility., The total authorization for both wounld be Sw¥F25 million,
The axact division bertwsen the two has not yzt bean settisd but it

be roughly adbout the sama for esach. The bill was sent on the

b =

basisz 2f an "YUrgency Procedura’ which means that Parliament must act
on it wafora <aristmas. Jo rafereadum is possible on this matter and
lantsch says that this should ba handled smoothly.

as: “e23srs. 3roches/Fontein
Adler
Jood/Bock
Hattori

Liurick:ew

Kot r
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e pdalifr "i"’éaw( W indos)
Hr. Reger Chaufourniex July 31, 1675 N
J. Burke Kanapp

SENEGAL - Lending Proprem

In view of tha circumatances and prospects in Senepal, T think
we ghould stretch a bit, at least tuis year, to cover our projects there
with Third Window and IDA funds. The tentative allocation of Third
Window funde to Secnegal is 515 millienm.

I would therefore propose the two highway projects totalling
§21.5 million be covered by Third Vindoew loans, and that the livestock
project be financed through an IDA credit. I make this latter sucrestion
particularly because this project will have co-financiers and making it
tha subject of an IDA erxedit should help in getting better terms {rom
the co-financiers.

Let's review later the question of how much IDA money should
remain for Senegal in TY?7.

ccs  Mr. Adler
¥r. Dosik

JBKnapp:vi
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\World Bank

1818 H Street, N.W., Washington, D.C. 20433, U.S.A. * Telephone: (202) 393-6360

BANK NEWS RELEASE JULY 29, 1975

"THIRD WINDOW" FACILITY APPROVED

The Executive Directors have authorized additional lending by the World
Bank through an intermediate financing facility, the so-called "Third Window."
By means of the Third Window the Bank's poorer developing member countries
will receive loans on terms that are intermediate between the standard terms
of the Bank and the highly concessional terms of its affiliate, the International
Development Association (IDA).

The Third Window will be subsidized by an Interest Subsidy Fund
that will supplement interest payments due the Bank from borrowers. To this
end, the Fund from its resources will pay the Bank semi-annually an amount
equal to 4% a year of the outstanding principal of Third Window locans. The
difference between the 4% paid by the Fund and the Bank's standard interest
rate will be paid by the borrowers.

The resources of the Interest Subsidy Fund are to be supplied by
governments on a voluntary basis. A total of $100 million equivalent in
contributions or in formal notifications of intention to contribute is required
to make the Subsidy Fund effective. Governments have stated their expectatiom
that this condition will be met shortly.

To date, nine countries have announced, subject in some cases to
legislative approval, their willingness to make contributions to the Fund
in an aggregate amount of $117 million equivalent. They are: Canada, Denmark,
Kuwait, Netherlands, Norway, Qatar, Saudi Arabia, United Kingdom and Venezuela.
This sum is sufficient to subsidize an estimated $500 million of Third Window
loans. Additional contributions are expected during the current fiscal year,
that will end on June 30, 1976.

Establishment of the Third Window will give the Bank added flexi-
bility in meeting the needs of its developing member countries. It will

/more

Note: Money figures are expressed in US dollar equivalents.



enable the Bank to increase commitments to those countries that can service
loans at interest rates above the minimal cost of IDA credits, and yet would
find it burdensome to service additional debt on conventional IBRD terms.

The principal beneficiaries of Third Window loans will be the
poorer less developed countries. In making these loans, particular attention
will be given to a country's per capita income, its ability to repay and its

access to alternative sources of funds on reasonable terms.
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Thirxd Window Contributions

In

Status as of July 28, 1975

Recapitulation

(million USSs)

Country Amount Remarks
(Availability)
Canada 20 Requires
Ministerial
Decision
Kuwait 20 After October
Netherlands 20
Norway 4 After September
Saudi Arabia 25 As soon as Fund
established
UK 10 End July
Venezuela 10 September
Qatar 5
Denmark 3
Total 117
addition:

UK prepared to consider increase if total contributions would make
$1 billion Third Window lending feasible, or if they are inadequate

for $0.5 billion Third Window lending.

Switzerland willing to consider $5 million contribution but required
Parliamentary approval may be delayed until mid 1976.

Austria would welcome IBRD suggestions for using $31.6 million 4%
Loan of 1973 for its contribution, pending Government decision on

participation.



&

Progress on Third Window Contributions as of July 28, 1975

Australia: RSM cabled Prime Minister on June 20.

Austria: Reply to RSM {(7/1) cable: Supports intermediate lending
terms; participation examined; requires approval by
Parliament convening Oct. 1975; would welcome World Bank
suggestions as to use of FY 1974 4% $31.6 million Loan
for contribution.

Belgium: Waiting reply to RSM cable (7/1) to Finance Minister.

Canada: Isbister reports tﬁat contribution of $20 million has
support at official level but requires Ministerial
decision._ .

Denmark: $3 million subject to Parliamentary approvall

Finland: Contribution poésible but unlikely.

France: Awaiting fesolution of other issues on mbnetary reform,

Germany: Contribution possible after January 1.

Iran: RSM to cable Shah with specific proposal as soon as

present pledges confirmed.

Italy: No developments since Paris,

Japan: Contacts to be renewed at an appropriate moment (after
decision by Frengh and Germans.

Kuwait: Bill presented to Parliament June; will be considered after
recess in October.

Luxembourg: No prospect.

Netherlands: Witte has transmitted request for formal confirmation of
willingness to contribute $20 million.

Norway: Has confirmed willingness to contribute $4 million subject
to parliamentary approval (probably September) and other
conditions.

Qatar: $ 5 million to be contributed.

Saudi Arabia: El Fishawy reports that contribution (of $25 million) will
be paid as soon as Fund established.

South Africa: Gaud has spoken again with Schmidt. Small contribution will
probably be forthcoming if one or two more major countries
come in.

Spain: No developments since Paris.



Switzerland:

Venezuela:

= 0

Contribution of $5 million plus probable but delay may
extend beyond mid-1976,

Contribution believed unlikely in view of financial
difficulties in Abu Dhabi.

$10 million confirmed; increase will be considered 1f overall
contributions make 81 billion lending feasible, or if they are
inadequate for $0.5 billion lending.

$10 million confirﬁed subject to Parliamentary approval,
expected in September 1975.
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Mr. Robert S. McNamara (through Mr. Vnapp) DATE: July 28,
John H. Adler, Director, P&B //

Proposals for a Regional Allocation of gnD Funds and a
Country Allocation of Third Window and DA Funds

in FY76

s This memorandum contains proposals to trim the IBRD pregram

"and increase the [DA program to match the currently approved amounts

in the World Bank lending program for FY76 and to allocate $500 miliion

_of Third Window funds. It wes. preparcd following guidelines provided

by Mr. Knapp in the context of our review of my memorandum on the plan-
ning and control of (BRD, TW and I[DA amounts.

-

lo Introduction

2, The proposed allocation of IBRD, TW and IDA funds in FY76
would: '

{(a) reduce the current overprogramming In IBRD funds
and remove the underprogramming of [DA funds;

{(b) allocate $500 million of Third Window funds to
countries with a per capita income of less than
$375; and, as a consequence, :

(¢) redistribute 18RD funds from low income (less than
$200 p.c.) to middle-income countries ($375-$800
p.c.); and IDA funds to the poorer of the low in~-

come countries (less than $200 p.c.).

The reduction of IBRD overprogramming and the correction of IDA under-
programming on the one hand, and the redistribution of |BRD and I[DA
funds with the addition of Third Window funds on the other, are concep-
tually separate exercises. This attachment therefore undertakes an
IBRD-TW=-1DA allocation in two distinct steps. In the Tirst, the [BRD
program is reduced to remove the overprogramming of IBRD funds, while
the IDA program is increased to remove the current underprogramming in
iDA Tunds. In the second step, $500 million of Third Window funds are
allocated with consequent adjustments (from the first step) in IBRD and
1DA allocations.

3 The first allocation has been made to provide a benchmark from
which to estimatz the effect of adding $500 million of Third Window funds
on Regional allocations and on the distribution of assistance among coun=
tries .in different income groups. Allccation of Bank Greup funds are
shown for each country (Annex 1) without Third Window funds (Cols. B.1-8.3)

*
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Mr. Robert S. McNamara E -2 - July 28, 1975

i)

and with Third Window funds (Cols. C.1-C.4). In all cases, the allo=~
cation shown is by country. For the Third Window and [DA, the pro-
posal is for a country allocation in accordance with general guiding
principles (see Section 11l below). For 1BRD funds, however, the pro-
posal is for a reqional allocation; Regiona! Vice Presidents would be
asked to propose country allocations within the Regional totals. The
country allocations for IBRD funds shown in Annex 1 are only indicative
of the kind of country distribution which the Regions are likely to
propose. They were made to estimate the probable redistribution EffECL
of introducing the Thlrd Window.

[1s Implications of the Proposed Allocation

L, The proposed Bank Group allocations with and without TW funds
{Cols. C.1-C.4 compared to Cols. B,1-8.3 in Annex 1) have implications

with respect to the distribution of Bank Group financial support, (a)

among countries in different income groups; and (b) among different Regions.

A. Distribution of Bank Group Assistance among countries in---
: Different Income Groups

S The implications of adding TW lending are summarized in Annex biT
and IV. They show that:

= 52% (%260 million) of Third Window lending goes to

" countries with a p.c. income of less than $200 and
Lg% ($240 million) to those in the $201-$375 income
group. Third Window lending substitutes for part
(34%) of the IBRD lending in the first group and for
part (374) of the IDA lending in the second group.

= $133 million of IBRD lending is transferred from low
‘Income and high risk countries to those in the mid=
dle income aroup ($375-$800 p.c.); .these countries
receive no Third Window funds now, but TW lending is
envisaged for this Income group, if more than $500
million of TW funds become available.

- 95% of all IDA lending wuld go to countries with per

“capita incomes of less than $200; $60 million of IDA

funds are reallocated from countries in the $201- $37b
p.c. Income group to the latter group.



Mr. Robert S. McNamara % ™ . July 28, 1975

- As a result of these reallocations, all income groups below
$800 p.c. benefit from the introduction of the TW. Total
Bank Group assistance increases by 9.0%, 10.2% and 4.9, for
countries with per capita incomes of less than $200, $200-
$375 and $376-$800 respectively (Annex 1(t).

- = The grant equivalent of total assistance increases by $239
million; 66% of this increase goes to countries with per
Capita incomes of less than $200, 30% to countries with
per capita incomes of $200-$375, and 6% to countries with
per capita incomes of more than $375 (Annex V).

B Distribution by Region of Bank Group Assistance

6: * The implications of adding TW lending is shown in Anmex V. This
Annex shows that:

= Total assistance increases in all] Regions by 5%-10%, except
for the EMENA Region where the increase is marginal.

- - For the EAF, WAF, and SA Regions, which have a large number
of low income countries, TW assistance is high and IBRD
lending is reduced; the EAF and SA Regions benefit from the -
IDA reallocation to countries with per capita incomes of
less than $200.

= For the EAP Region, TW assistance increases and IBRD assis~
tance also increases marginally.

~ For the LAC Region, there are marginal (and compensating)
changes in TW and IDA assistance, but a substantial ‘increase
in IBRD lending, since a large number of countries in this
Region have per capita incomes of $375-$800. >

- For the EMENA Region, there is a marginal increase in TW
funds partly offset by a decline in IDA funds since |DA
recipients In that Region are mostly in the $200~$375 income
group.  * ‘

= In summary, the IBRD, TW and IDA totals are shown in Table 14
with and without TW lending. For easy reference, the cur-
rent totals of country lending programs are also shown.

o
l L
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Table 1
IBRD.Regional Lcnding Prograhs and TW/ID4 Regional
Totals with and without Third window ) R
, W ' : -
Current Program Prevosed Program With No TW Proposed Program With TW
Ttan LA 12D 1D 154D Third Window LA

Ant. Ant. Amba Amt. Art. Anit, Kt
3m. .8 sm. e e % &, % im._ - % $m. 5 S JE
191.7 3.5  249.9 16.6 250  L.8 257 15.0 200 3.8 61 13.4 268.6 15.8
s & i€hp e LEs T g8 1754 10,9 igs ¢ &1 W 208 Y AR 13
1A 14C8.1 25.7 109.0 7:3 1360 26,2 o Tga 6.9 1360 26.2 5o 10.0 . g0.4 &
1509 3.8 26.0 147 1700 - 32.7 26,2 1.5 1850 35.6 32 -6k 20.5 1.2
1422 25,9 12.0 0.8 1350 26.0 12,0 0.7 138C  26.5 75 15.0 - 12.0 0.7
110 < 2l oh2.0  62.7 110 2.7 1119.1 654 60 1.2 _'I_'E 35.0 1145.5 67.4
TOTAL  SL67.1 100.1 1501.L  100.0 5200 100.1 ., 1711.8 100.0 5200 100.0 00 100.0  -1689.5 100.0

Standard Table IV of [/7/75, updatod for recent Managemsnt decision.

P& B
/25715 .
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111, Methodology underlying the Proposed
Allocations

A. Bank Group Allocations with no Third Window

& For IBRD, the aggregate of country lending programs for FY76 is
$5U87.1 millionl/ compared to a World Bank iending program of $4.7 billion.
For [DA, hewever, the aggregate of country lending programs is $1501.4
millionl/ compared to a World Bank lending program of $1635 million. Total
availabie IBRD funds for FY76 were fixed at $5200 million -~ or about 10%
more than the World Bank lending program, to allow for some unavoidable
country and related project losses.Z Total available I1DA funds for FY76
were Tixed at $1700 million =-- or $65 mil];?n above the World Bank lending

———— e et ey ad bl o e G e Y . P parge
R T I ST B TR wT Wil R b e i The T e flia

8. [BRD Regional Lending Programs (no TW)  The proposed [BRD Regional
lending programs were derived by adjusting the "ideal' Regional_shares of
total available IBRD funds ($5200 million) on the basis of the special cir-
cumstances of FY76. The ''ideal' Regional shares were defined as the average
of Regional shares in FY75-77 -~ i.e. the actual shares in FY75 and the share
of country lending programs for FY76 and FY77 (Annex I, Col. A.1 for FY76

and Standard Table [V, 7/7/75, for FY77). The principal adjustments made
in the "ideal" shares, were to: .

(a) reduce the EAF Region's share, since [BRD lending to the
- E.A.C., Ethiopia and Madagascar is very unlikely in FY76;

(b) increase the EAP Region's share to allow for a particular
effort in Thailand, to which no lending was made in FY75; and

(c) reduce the SA Region's share since the unusually high level
of IBRD lending to India in FY75 resulted in an 'ideal"
share that was too high. ' ‘

1/ These figures differ from those shown in my memo ''Planning and Control of
IBRD, IDA and TW Commitment Amounts' since they incorporate decisjons made
by Management after Standard Table IV of 7/7/75 was issued. In particular,
the IBRD allocation to India has been reduced from $240 million shown in
the Standard Tables' to $60 million. - .

2/ This overprogramming of IBRD funds is more than suggested by our experience
in FY75, when approximately 74 of the apnroved country lending proqr:

| e - . |
| BN 4 i Jwrd |
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2 38 [DA Country Allccations. The proposed IDA country allocations
is derived in some detai] in Annex [] and shown in Eol. B.2 of Annex 1.

This allocation was prepared on the basis of the country shares deter-
mined in connection with the pPreparation of the [DA lending program

Tor the Fourth Replenishment in May, 1974, These shares were adjusted
(see Col. 2, Annex I1) since several countries will no longer receive
IDA assistance, at least during the Fourth Replenishnent (Vietnam,
Bolivia, Botswana and Morocco), The adjusted shares were then used

to determine the FY76 allocation after Conpensating for country over-
runs or underruns in |DA commitments in Fy75.1/ There were only a few

minor exceptions to this general rule, These were countries {the C.4.R.,
Chad and Ethiopia) whose FY76 operations program were too weak to ab-

sorb all of their FY76 allocation, The (DA allocztions for FY76 are
PR nary prosusans Gueraved on the basis of considerations of equity,

(Annex 11, p.1 also includes the p.c.p.a. IOA allocation for each country.)
They may need to be reviewed in the light of special country considerations
after comparing further the preliminary proposals with the current FY76
country programs (see Annex 11, p.2),

B Bank Group Allocations with T Lending

10, Third \lindow Allocation. The allocation by country of $500 million
of Third Window funds is shown in Col. €.2 of Annex I. "It is based on
the DPS proposals of March, 1975.3/ Countries with a per capita income of
$375-$500 have not been allocated any Third Window funds: it is recognized
that they would receive Third Window assistance, after Third Window funds
exceed $500 million. As a general rule, the allocation to each country
is one-half the carlier DPS allocation (which was then made for $1.0 bil-
lion) with the following minor exceptions:

(a) The E.A.C. and Madagascar receive no Third Window
funds, since it is uniikely that such funds can be
committed in these countries in FY76.

(b) India's high original allocation has been slichtly
reduced (from $150 million to $125 million). -

A7 Specifically, a'two-year country allocation for FY75 ‘and FY76 was
derived from the country shares, The FY75 commitments were then
subtracted from the two=year total to derive the Proposed cornmitment
for FY76.  The FY75 commitments to four countries == Jordan, Yemen,
P.D.R., Guyana and Swaziland =- exceeded their FY75 and FY76 allo-
cation. No allocation was made to these countries in FY76.

2/ Mr. Hag's memo of March 15, 1975 to Mr. McNamara. .
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The $60 miliion that is released, as a result of (a) and (b) is then
redistributed to other countries as follows:

(sa) The allocation of countries with less than $5.0
million is raised to 55.0 million; conversely,
countries with an allocation above $25 million
‘receive no increase,

(bb) The allocation to all other countries is increased
proportionately and rounded.

11. ~ Projects suitable for Third Window financing have not been
tgentivied, in proposing projects ¥or Third Window financing, it wouid
be desirable for the Regional Offices to observe these guidelines: .

(a) In IBRD-TW countries, Third Window projects should
preferably be in the newer social sectors; conversely,
in TW=1DA countries they should preferably be in tradi=
tional sectors.

~{b) Projects with a high probabiiity of being approved by
the Board in FY76 should be given priority for Third
Window financing.

(¢) IBRD/TW and TW/IDA blend projects should be kept to a

minimum.,
124 IDA Country Allocation. The proposed IDA allocation by country
with Third Window funds is shown in Col. C.3 of Annex 1.1/ The reallocation

1/ The proposed IDA program in FY76 for several countries is smaller than
the program currently shown in Standard Table IV because of an overrun

in the annual allocation to these countries in FY75. However, in most
cases, such countries receive a Third Window allocation that exceeds the
proposed IDA reduction in FY76. In a few cases -- Chad, Haiti, Mall,

Somalia and Yemen, P.D.R. == the propased reduction from the current

IDA program is not accompanied by the allocation of Third Window fuuds

If it were decided to retain the currently approved IDA amounts in FY76 to
these countries, this would add $39.3 million to the total IDA al]o*
cation for FY76 with the increases (from Annex 11, Col.2, p.2) distri-
buted as follows: Chad ($8.0m.), Haiti ($6.4m.), Mali ($13.2m.),

Somalia ($5.7m.), and Yemen, P.D.R. ($6.0m.).
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of $60 million from countries with per capita incomes of $200~$375 to those
with less than $200, was made in proportion to country shares with very

few minor exceptions., (Consequently, most of the $60 million that is added
to the lowest Tncome group resulis from reduc:ng the IDA allocation to
egypt, which holds a large share of IDA funds in the $200-$375 income group;
countries in this income group are starred in Annex {l.)

13 IBRD Regional Lendinag Programs (with V). The propcsed IBRD Regional:
lending program with TW funds is shown in Col., 9 of Table ). The EAF, WAF
and SA Regional shares are smaller than those that would have been proposed
before the availability of TW funds (Col. 5, Table 1), since these Regions
receive a relatively high proportion of TW funds (and alsc socme additional
IDA Funds for the FAF and Q4 Reaionc) This LAF Punjesle 18006 41 lzpunts s

increases 5ubstant:aily, since many countries w1th per capita incomes of
$375 $600 are in this Region.

Recommendations

4, The proposals presented for decision in this memorandum are g

(1) approve the allccation of Third Window funds by country
as shown in Col. C.2 of Annex 1; and ask the Regicnal
Vice Presidents to propose projects for Third Window
financing in accordance with the guidelines in paragraph
Vi

(2) approve the preliminary allocation of IDA funds by country
as shown in Col. C.3 of Annex 1 (Col.(6) of Annex |1) after
consultation with the Regional Vice Presidents; and

(3) approve the following IBRD Regional lending Programs and
ask the Regional Vice Presidents to propose IBRD country
allocations. These Regional Llending Programs are over-
programmed; actual commitments to the Regions in FY76 should
be about 10% less on average than the following figures:

Proposed |3RD
Regional Lending

h . ' _Programs ($m.)
. Eastern Africa ' . 200.,0
Western Africa ' 350.0
Europe, Middie East & N. Africa 1360.0
_Latin America and Caribbean 1850.0
East Asia and Pacific ) 1380.0
South Asia 60,0

Total 5200.0
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© ANNEXES

1 FY76 IBRD, TW and IDA Prooosed.AllocatEons'with no Third
Window and with $500 million of Third Window Funds.

Il., Proposed IDA FY76 Allocation by Country and Comparison
with Current IDA Program. -

. " ‘ .
it Effect of TW on Bank Group Assistance to Countries in
Different per capita Income Groups..

Vv civiiivaiion ol fucreased Crant Iquivaleni among Countrics

in Different Income Groups.
1

V. TW Effect on Regional Shares of IBRD, TW and IDA Funds.
Attachments
ccz Mr. Cargill

Mr. Goodman

GZaidan:jes
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Mr. Goodman

Third Window: Pending lssues

Horst Schulmann asked me to send you the attached material

concerning Third Window issues which have yet to be resolved., The

"ocose ends'' fall

(a)

(c)

into three headings:

Contributions, Where do we stand with each of the

potential contributors? What steps are proposed to
ensure early fulfillment of the $100 million target?
(We assume you and/or Mr. Hatteri are handling this.)

Investment policy. Back-up note #8 (attached) gives

recommendations. | understand that Mr. Rotberg

favors re-examining the option of investing in IBRD
paper. Mr. McNamara wants to know what the cost would
be - in terms of yield foregone - of investing only

in market (i.e. non-1BRD) instruments, This requires
calculating what average yield we could expect to
obtain in market investments. | have given Treasurer's
an estimated cash flow to use in making such a
calculation,

Allocation of loans., A tentative allocation of Third

Window loans by country has been distributed to the
Regions (copy attached). The Regions are to give their
comments to Mr. Knapp by close of business, Friday,
August 22,

This list of '""loose ends' does not cover legal issues which

may come up in the course of preparing specific loan documents for Third

Window loans. As far as | know, the major unresolved question is whether

loans are to be described as 8.5% loans or as 4.5% loans.

J ‘WOOd
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Back-Up Note #8

: Treatment of Risks (para. 12) and
Investment Policy of Subsidy Fund (para. 17)

n i - sy -~ *ig Rl T i [ |
] & meeting was held in Mr, Cargi]

consider this issue. Those present were Messrs., Carglll, Adlér

Hittmair, Nurick, Rotberg, Davies, Fontein and Wood. Three types of
risks were considered: (1)- riskﬁof~varlat10n in-the tate ofnterest scass dufsa s
:;aarnadgon‘suﬁgidy fund_resource53ﬁ£2)awriskvofzexchange'raterchanges;'fﬁ* GF EXEMEnga ey

~.and. (3)..risks of faster (or slower) disbursement: rates. “lt+was’ decided-

to recommend the following course of action®

~(a) contributions to the subsidy fondexhouldobe Investell Brus- el Sshed d e
- __entirely in market securities such as government ‘ ; =
bonds and not “in Bank obligations; the selection of
- _ ~ “maturities would be made in such a way-that interest
s "~ - -and amortization would together closely approximate
the projected payment obligations of the fund.

(b) the commitment authority for Third-Window-1oans would = g,

i ] be re-calculated on the baSiS—Df'the'yield'tb maturity
e i of the invested contributions,~using our-best guess of
the rate obtainable on re-investment of. interest e i VLA
earnings in the first few years. ags 5% i hew vgame;

~=-{e) if the actual re-investment rate is different from that "
- - projected.and a deficit in subsidy fund resources results,
ecr e the ‘final payment made -on -the borrowers'~behalf under the -
loan would be reduced on a pro rata basis., |If. there is a
surplus, it-would technically have to be.returned to the - ; :
contributors, though in practice they might agree to some i
other use of the. funds. ;

(d) the time profile of subsidy fund receipts-will be adjusted . = - z
in each of the first few years, as interest earnings are :
re-invested. When disbursements are complete, the subsidy
fund investments will be adjusted to match the (then firm)
time profile of fund payment obligations. Any gain (or
loss) due to these transactions would be handled as in (c)
above.

&

Iy



(e) the possibility of shortfalls iin subsidy resources ‘die 'to-
exchange rate variations should be avoided by investing all
contributions in dollars and disbursing all Third Window"
loans in dollars. ;

(f) dlsbursement variations can substantlally affect the subsidy
requirements for particular loans; nevertheless all loans
should receive the same rate of subsidy (4 percentage points)
until the fund's resources are exhausted. At that time (as-
suming a shortfall), the final payment made by the fund on -
behalf of borrowers would be adjusted pro rata to fit the re-
sources available. The borrower would pay the balance.
Thereafter every borrower would pay 8.5%.

(g) to reduce inequities associated with such a procedure, it
would be desirable for all Third Window loans to have the
same final payment dates. Also quick-disbursing program i
loans should not be eligible for Third Window terms. 1f-
necessary, such loans should be handled by additional IBRD
or |DA operatlons

iy o The alternative of having the Bank carry one or more of fhese

three risks was considered. There does not appear to be any practical way
to transfer to the Bank the risk of a shortfall in suBsidyiFunds due to
différencesfin rates of disbursement from what is péojected at the.time of
commitment. The treatment propbsed for thg cyérency problem Wi]l elim]nate 7

variations-on account of exchange rate changes.  If, as could well happen,

- ~this-approach provokes charges:of “bias"-or of being-unnecessarily '"'doMar-

. based", our response should emphasize the administrative advantages and say

that more elaborate arrangements cannct be justified for-a relatively small

one- year operatlon

3. & “There is a pfactlca] way‘of h;:21|ng the- ;nterest rate risk: the
Bank could agree to ''guarantee' a fixed rate.of interest (say 8.25%) on the
re-investment of subsidy fund earnings in the early years of the scheme.

The risk to the Bank would be small. But, correspondingly, the géin to the
fund would be small both in absolute terms and in relation to the unavoidable

-

disbursement risk. For this reason, and in order to avoid complicated ex-

Y

planations to,our underwriters and others,this ''guarantee' approach is not

recommended.

e .
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Eastern Africa
Botswana
Burundi
EsfaCy
Ethiopia
Kenya
Lesotho
Madagascar
Malawi
Mauritius
Rwanda
Somalia
Sudan
Swaz.iland
Tanzania
Zaire
Zambia

Total

Western Africa
Cameroon
C.A.R,

Chad
Congo
Dahomey
Eq. Guinea
Gabon
Gambia
Ghana
Guinea
Ivory Coast
Liberia
Mali
Mauritania
Niger
Nigeria
Senegal
Sierra Leane
Togo
Upper Volta
Total

FY76 1BRD, TW and IDA Proposed Allocations with no Third Window

and with $500 million of Third Window Funds

A. Current Program

B. Proposed Program

Europe, Mid. East

& N. Africa
Afghanisten
Algeria
Bahrain
Cyprus
Egypt
Finland
Greece
Iran
lreland
Israel
Jordan
Lebanon
Morocco
Oman
Portugal
Romania
Spain
Syria
Tunisia
Turkey
Yemen, A.R.
Yemen, P.D.R.
Yugoslavia

Total

ANNEX

i

page 1 of 2 .

C. Pregposed Frogra

m with TW

18RD 1DA TOTAL
(A.1) (R.2) (~.3)
iy = 5.7
- 9.5 8.5

= 70.0 70.0
123.0 12.0 140.0
»: 5.0 5.0

- 16.4 16.4

- 10.0 10.0
13.0 3.0 16.0
- 16.0 16.0

- 16.0 _16.0
- 12.0 12.0
3.0 302 €69.2
o= Lo.o Lo, 0
15.0 - 15.0
191.7  259.1 Lha.B
25.0 17.0 L2,
- 1.0 1.0

- 3.0 73.0
25.0 - 25.0
- 14.0 .0

- T 7.0
Ls.0 10.0 55.0
- g.0 8.0
63.0 - 63.0
29.3 6.0 L
- 25.0 25.0

- 8.0 8.0

- 18.0 18.0
139.0 - 1390
6a.a oL 62.0
- T3 T3
60.0 7.0 67.0
- 10.0 10.0°
LL6.3 163.3 609.6
- 30.0 30.0
1h0.0 - 140.0
10.0 - 10.0
15.0 4 15.0
150.0 65.0 215.0
70.0 = 70.0
87.5 & 87.5
20.0 - 20.0
20.0 - 20.0
15.0 - 15.0
75.0 - 75.0
50.0 s 50.0
160.0 - 160.0
25.0 = 25.:0
40.0 - Lo.o
60.6 - 60.6
230.0 230.0
- 8.0 8.0

= 6.0 6.0
240.0 =~ _2ho,0
1408 .1 109,0 1617.1

With No TW . Funds {50.5b.)
1BRD - 1DA TOTAL 1BRD ™ 1DA TOTAL
(8.1) (B.2) (B.3) (1) (e (G (c.h)
6.0 - 6.0 6.0 - - 6.0
= 1.7 17.7 - - 18.8 18.8
- 60.0 60.0 - 60.0 60.0
128.0 9.8 137.8 103.0 25.0 0.4 138.4
- 6.5 6.5 - - 6.9 6.9
- 18.9 18.9 - - 20.0 - 20.0
- .2 4.2 - 6.0 15.1 21.1
13.0 3.7 16.7 6.0 6.0 3.7 15.7
= 16.5 16.5 - - 17.5 175
- 9.7 9.7 - - 10.3 . 10.3
- 27.8 27.8 - 12.0 29.4 R
Lg.0 32.6 80.6 30.0 18.0 34.6 82.6
- 39.6 39.6 - - 41.9 41.9
= 55.0 .0 . - 55.0
250.0 257.0 507.0 200.0 _67.0 - 268.6  535.6
25.0 .7 39.7 15.0 21,0 7.9 43.9
- 1.0 150 - - 1.0 1.0
o 15.0 15.0 - - 15.0 15.0
YT - 17.7 12.7 5.0 ~ 17.7
a 13.7 13.7 - - 14,5, 4.5
= 72 7.2 5,07 7.6 12.6
Ls.0 10.9 55.9 L5.0 18.0 5.9 68.9
= 10.7 10.7 - - 1.3 11.3
63.0 - 63.0 48,0 15.0 = 63.0
29.3 10.5 39.8 29.3 5.0 10.5 L .8
i 1.1 1.1 - 1.8 7 G
- 15 7.5 - = 7.9 7.9
- 32.7 32.7 - i EL P A 34.7
100.0 - 100.0 100.0 = - 100,0
£0.0 5.1 "65.1 L5.0 18.0 2.8 65.8
ki 9.1 9.1 - 9.0 9.6 18.6
60.0° 8.1 63.1 55.0 5.0 . 8.6 62,5
- 29..1 22.9 - - 23,4 23.4
L4GD.0 179.4 _579.4 350.0 101.0 172 623.5
- 23.8 23.8 T - - 25.2 25.2
120.0 - 120.0 120.0 - - 120.0
10.0 - 10.0 10,0 - - 10.0
15.0 - 15.0 15.0 - - 15.0
150.,0 86.1  236.1 150.0 50.0 46.5 246.5
70.0 - 70.0 70.0 - - 70.0
60.0 - 6p.0 60.0 - - €0.0
20.0 - - 20,0 20.0 - - 20.0
20.0 - 20.0 20.0 - - 20.0
15.0 - 15.0 15.0 - - 15.0
75.0 - 75.0 75.0 - - 75.0
50,0 - 50.0 50.0 - - 50.0
160.0 - 160.0 160.0 - - 160.0
25.0 - 25.0 25.0 - - 25.0
40,0 - 0.0 40,0 - - Lo.o
€0.0 - 60.0 60.0 - - 60.0
230.0 - 230.0 230.0 = - 230.0
- 8.2 8.2 - - 8.7 B
240.0 I 2O o B - 2h0.0
1360.0 IR T 1478.) 1360.0 50.0 B0.L  14g0.4
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FY76 1BRD, T and 1DA Proposed Allocations with no Third Window
and with 5500 million of Third Window Funds e
ANNEY |
naar: 7 ool 7
B, Proposed Progran C. Proposed Prograr with TV
ot Progeam With Ho Td i SEOUSE.D
TOTAL 18iD [BR, T Bl K
Latin Arz-ics
o8 Larie
Arger® na 2:15.0 = 215.0 115.9 ~ 1154 215.0 - - 215.0
Bahar 2= 2.0 - 9.0 9.5 = 9.0 9.0 - = s
Barbazcos 6.0 - 6.0 6.0 - 6.0 6.0 - - ]
Bolivia L7.0 - L47.0 47.0 - L7.0 Li.0 6.0 - 47.0
Brazi! : 575.0 - 575.0 500.0 - 500.0 525.0 - ) 525.90
CABE I = - = - - . = = = =
Carlb.Region 20.0 Com 20.0 20.0 20,0 25.0 - - 25.0
Chile ) 70.0 = 70,0 - 70.0 2 70.0 70.0 - - 7.0
Colorbia 200.0 -+ 200.0 165.0 - 165.0 170.0 - - 170.0
Costa Rica 30.0 30.0 30.0- - 30.0 30.0 - - 30.0
Dom. Rep. 20.0 20.0 L20.0- > 20.0 22.0 - 22.0 ; ; i
Ecuador - 508 = 50.0 50D - 50.0 50.0 - ot 50.0 fi : |
El salvador 4.0, - .0 “ 1.0 4.5 18.5 8.0 5.0 “Lis Tris 2 g : !
Guaterzla 15.0 - 15.0 L1550 - 15.0 15.0 - = L 15.0
Guyans 10,0 g 10.0 10.0 - 10.0 10.0 - o= 10.0
Haiti . - - 15:0 5.0 oo fill B.1 - - 8.6 8.6
Honduras 13 3.0 7.0 10.0 s 3u0 18.5 13.5 8.0 1550 5.7 287
Jamaica 3i0 - 3.0 i =340 - 3.0 3.0 - A 3.0
Mexico 360.0 - 360.0 ‘360.0 = ©360.0 360.0 - - 360.0
Nicaracua L.o 4.0 v - 5.0 15.0 - 15.0
Panara Loy.o - Lo.o L4o.o - 40.0 Lo,o - 40.0
Paracuay - L.o L.o - 3.1 3.1 - 6.0 4 1.7 7-7
Peru 1350 = 135.0 135,0 = 135.0 140.0 - - 140.0
Trin.e Tad. 18.0 Lo 18.0 18.0 - 18.0 18.0 - 18.0
Urugue. 350, - 35.0 35.0 53 35.0 Lo.o ol 40.0
Venez.ela 30.0 - 30.0 30.0 - 30.0 30.0 = 30,0
_Tetal I T1909.0 26.0 1935.0 1700, 26,2 1726.2 1850.0 32.0 20,5 1902.5
East Asia &
Pacific - =
Fiji - i 180 - 15.0 * bl - 15.0 15.0 - - 15.0
Indones ia 4oo.o - 400.0 4o0.0 - Lpo.o Lon.0 = -k - hoeo.o
Korea 325.0 “ 325.0 "275:0 = 113p5.0 300.0 25.0 "3%% 325.0
Malaysia 145.0 - 145.0 “145.0 —= 145.0 165.0 - i - 165-.0
Papua N.G. - 30,0 12..0 L2.0 “.30:0 2.0 L42.0 30,0 - 12.0 42.0
Philippines 277.0 - 277.0 275.0 - 275.0 260.0 5.8 -1 - 285.0
Singapore - - - - - - - - - -
Thailand 230.0 - 230.0 1210.0 - 210.0 210.0 25.0 - - 235.0
Western Samoa - - - o i - - - il -
~-Total k270 12.0 16354,0 1350.0 . . 12.0.44362.0 1380.0 75.0 12,0 (GE7.D
South Asia =
Bangladesh - 150,0  150.0 - 194.7  194.7 - - 206.3 206.3
Burima ’ - Lo.o 40,0 - L6 6 L6.6 - - by b Lo L
India : 60.0 600.0 660.0 90.0 677.0  767.0 60.0 .- 125.0 $77.0 862.0
Nepal - 36.0 36.0 - hz.2 Lz 2 - - Lk .7 L, 7
Pakisten 50.0 81.0 131.0 50.0 106.3 156.3 - 50.0 112.7 162.7
Sri Lanka o _35:0. __35.0 = 52.3 52.3 - - 55.L 554
) Total “110.0 g42.0 1052.0 140.0 1119.1, 1259.1 60,00 175.0 1145.5 1380.5
GRAND TOTAL 5437, 1 1501 .4 6988.5 5200.0 1711.8 €911.8 5200.0 500.0 Aeug.5 7399.5 7
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Establishment of an Intermediate Financing Facility
. Back-Up Note #8
L Treatment of Risks (para.‘ﬁz) .
£ A meeting was held in Mr. Cargill's office on July 24th to

consider this issue. Those present were Messrs. Cargill, Adler, Gabriel,

Hittmair, Nurick, Rotberg, Dévies, Fontein and Wood. Three types of

risks were considered: (1) risk of variation in the rate.of interest

earned on subsidy fund resources; (2) risk of exchange rate changes;

and (3) risks of faster (or slower) disbursement rates. It was decided

to recommend the following course of action: . -

(a) contributions to the subsidy fund should be invested : '
entirely in market securities such as government 2
bonds and not in Bank obligations; the {selection of
maturities would be made in such a way that interest
and amortization would together closely approximate
the projected payment obligations of the fund.

(b) the commitment authority for Third Window loans would e
be re-calculated on the basis of the yield to maturity
of the invested contributions, using our best guess of
the rate obtainable on re-investment of interest
earnings in the first few years.

(¢) if the actual re-investment ‘rate is different from that
projected and a deficit in subsidy fund resources results,
the borrewers' final interest payments under the loan would

' be éduc:zfén a pro rata basis. |If there is a surplus,
it would technically have to be returned to the contributors,
though in practice they might agree to some other use of
the funds. .

(d) the time profile of subsidy fund receipts will be adjusted
in each of the first few years, as interest earnings are
re-invested. When disbursements are complete, the subsidy
fund investments will be adjusted to match the (then firm)
time profile of fund payment obligations. Any gain (or
loss) due to these transactions would be handled as in (c) .
above,
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(e) the possibility of shortfalls in subsidy resources due to
exchange rate variatlons should be avoided by investing
all contributions in dollars and disbursing all Third
Window loans in dollars.

(f) disbursement variations can substantially affect the
subsidy requirements for particular loans; nevertheless
all loans should receive the same rate of subsidy
(4 percentage points) until the fund's, resources are ‘:
exhausted. At that time (assuming a shortfall), the :
final payments made by the fund on behalf of each borrower o
would be adjusted pro rata to fit the resources available.
Thereafter every borrower would pay 8.5%. p

(g) to reduce inequities associated with such a procedure,
it would be desirable for all Third Window loans to
have the same final payment dates. Also quick-disbursing

program loans should not be eligible for Third Window L
terms. |f necessary, such toans should be handled by
additional IBRD or IDA operations.

“@ws The alternative of hav&ng the Bank carry one or more of thesa

“three risks was considered. There does not appear to be any practical - =
way to transfer to the Bank the risk of a shortfall in subsidy funds dﬁe

“to differences in rates of disbursement from what is projected at the

time of commitment. The treatment proposed for the currency proble; E

will eliminate variations on account of exchange rate changes. |f, as

could well héppen, this apprﬁa;h provokes charges of '"bias" or of be%ng_“'_
'unéécessarily "dollar-based," ourrresponse should'émphasize thg administrative
advantages and say that more elaborate‘ﬂrrangements cannot be justified |
for a relative!y small one-year operation.

i There is a practical way of hanleng the Tntérest rate risk:
the Bank could agree to ''guarantee' a fixed rate of intefést (say 8.25%)
on the re-investment of subsidy fund earnings in the early years of the
scheme. The risk to the Bank woufd be small. But, corresponaingly, the,

gain to the fund would be small both in absolute terms and in relation

to the unavoidable disbursement risk. For this reason, and in order to

avoid complicated explanations to our underwriters and others, this
v
""guarantee' approach is not recommended.
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July 25, 1975

m" k. m’t‘r'

Thank you very mach for your letter of July 15, 1975
to Mr. McNamara who has requested me to reply to it.

consider providing finencing out of the
facility for a number of development projects 1n 57

As you may know, no allocation of this fund has been

decided upon yet, and the proposal for its establishment

and the operation has been put up for the consideration of
our Board of Executive Directors, who will review it shortly.

Sincerely yours,
Slgue;

MJI J. Ho H- Plijl&nl
Acting Vice President
Europe, Middle East and

North Africa Region

His Excellency
Mohammed Cherif
Minister of Finance

Damascus, Syria

WESiebeck: jd

cleared with & cc: Mes:Stewn

oc: Messrs. Benjenk (o/r), Bart (o/r) (w/incoming)
Dr. Al-Atrash (w/incoming)



BRIEF ON THE STATUS OF

THE THIRD WINDOW

July 18, 1975

Background:

The Development Committee, at its meeting in June 1975, unanimously
supported the establishment of an intermediate financing facility (or Third
Window) providing development assistance on terms intermediate between those
of the Bank and IDA. The Development Committee urged the Bank to proceed
with the establishment of this facility in the fiscal year beginning July 1, 1975 -
in order to lend to the developing countries in 1975 up to $1,000 million in assis-
tance separate from other Bank operations.

This move followed several discussions in the Board of Executive Directors
on this matter starting in July 197L. Initial meetings had also been held with
potential contributing governments to determine the amount of contributions they
might make and the basis for these contributions.

Contributions:

Further discussions with potential contributing governments have been
held since the June meeting of the Development Committee. These discussions have
indicated sufficient support to justify proceeding with the formal steps necessary
for the establishment of the Third Window. (A draft resolution providing for the
establishment of this facility is included in Mr. McNamara's Memorandum to the
Executive Directors dated July 15, 1975).

The following countries have announced their willingness to make contri-
butions to the proposed Interest Subsidy Fund in the amounts specified below
(subject in some cases to legislative approval):

Country $ Equivalent
Canada 20 million
Kuwait 20 "
Netherlands 20 . #n
Norway L "
Qatar 5 "
Saudi Arabia 25 1
United Kingdom 10 "
Venezuela 10 1

Total $11, n
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Contributions in this amount would be sufficient to finance an estimated 3$500 mil-
lion of Third World loans, and additional support from other countries is likely
to materialize somewhat later in the current fiscal year which would enable the
Fund to operate at a level of up to about $1 billion. According to the draft
resolution, the Third Window will become operative when at least $100 million is
paid or committed to be paid to the Fund.

Financial Implications for IBRD and IDA:

The first section of the Memorandum to the Executive Directors examines
the financial consequences for the Bank of full additionality. Full additionality
means that the Bank's overall lending program will increase by the total amount of
Third Window lending and the number of IBRD/IDA projects will increase. However,
Third Window lending would not always be fully additional to the country receiving
the loan since in certain cases a Third Window loan would substitute, in whole or

/&n part, for IDA credits or Bank loans. IDA resources thus released from countries
receiving Third Window loans would be reallocated to those poorer countries which
would not qualify for direct Third Window loans on creditworthiness grounds. Where
Third Window loans replace previously planned IBRD loans, countries too economi-
cally strong to obtain Third Window loans would benefit from the reallocation of
these funds. Some Third Window loans may also take the form of joint financing
with IBRD or IDA of particular projects. Finally, although all Third Window loans
may be committed in FY76, the additionality effect on the Bank's total lending
program may not be achieved in that year, but may extend into FY77.

As several contributors have indicated that their support is contingent
upon additionality, it is unlikely that the Third Window could be established on
any other basis. Thus the question is one of whether the Bank can support the
additional costs and risks of this extra lending. 1In his memo Mr. McNamara
examines the impact of the extra lending on IBRD's borrowing program and on the
adequacy of its subscribed capital and reserve position. He concludes that the
costs in terms of expanded borrowings and additional risks faced are acceptable
and well worth incurring in the present circumstances.

Implementation:

Implementation details for the Third Window are also ocutlined in the
memo. The Interest Subsidy Fund, consisting of contributions made by donor coun-
tries, would be used tc make payments to the Bank to supplement interest payments
due from borrowers on loans made under the Third Window facility. To this end
there would be paid from the resources of the Interest Subsidy Fund to the Bank,
an amount equal to four percent per annum of the principal amount outstanding of
loans made under the facility. Should the resources of the Fund be insufficient to
cover these payments, the borrower has the residual obligation to pay the normal
interest rate.

The Fund would be administered by the Bank, but its assets would remain
separate from the Bank's,
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The chief beneficiaries of Third Window loans would be the poorer
countries with a per capita income of up to $375, with a concentration of assis-
tance on countries with per capita incomes of under $200.

Since the Third Window will be operative for only limited time, there
will be no new administrative body. The eligibility of countries for Third
Window loans would be the subject of consultation between the Bank and the contribu-
ting countries. FEach Third Window loan would then be approved by the Bank's
Executive Directors in the normal way.

Operational and Budgetary Implications:

It is estimated that Third Window operations of $500 million would add
15 projects to the Bank's total; with a $1 billion Third Window, the increase
would be 30 projects. The number of actual Third Window operations weuld be
higher than this. However, IDA credits - often held down by lack of funds - will
probably increase in size as funds are freed up by the addition of the Third
Window. The size of IBRD loans is also likely to increase as funds are shifted
from countries with relatively small IBRD operations to countries with larger IBRD

operations. These increases in size will probably dampen the numerical project
increase.

The additional projects would be selected from projects already in the
pipeline, with projects planned for Board approval in FY77 being brought forward
to FY76, etc.

The additional administrative costs created by the extra borrowing should
be provided for in the General Contingency Provision; manpower implications will be
taken into account in modest additions to the presently planned budgets for FIT7
and FY78.
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THE WORLD BANK
Washington, D.C. 20433
US.A.

Office of the President July 15, 1975

- MEMORANDUM TO THE EXECUTIVE DIRECTORS

SUBJECT: Establishment of an Intermediate Financing
Facility (Third Window)

SECTION 1: Introduction

|| It will be recalled that the Development Committee, at its
meeting in June 1975, unanimously supported the establishment of an
Intermediate financing facility (or Third Window) providing development
assistance on terms intermediate between those of the Bank and I DA,

and urged the Bank to proceed with its establishment in the fiscal

year beginning July 1, 1975, in order to lend to the developing
countries in that year up to $1000 million in assistance separate from
other Bank operations. This followed several discussions in the Board
of Executive Directors about the matter starting in July 1974, Initial
meetings had also been held with potential contributing governments at
which the amount of contributions they might make and the basis for
these contributions were explored.

2 Following the June meeting of the Development Committee,
further discussions have been held with potential contributing govern-
ments with a view of obtaining a clear indication of the commitments
which they would be prepared to make and the timing of contributions.

I am satisfied that these discussions have indicated sufficient support
for us now to proceed with the formal steps necessary for the establish-
ment of the Third Window facility. There is attached hereto a resolution
which provides for the establishment of the facility.

3. A decision to proceed with the establishment of a Third Window
requires consideration of certain i{ssues which were not examined in
depth in the earlier discussions because flnancing for the new facility
had not yet been assured. They are taken up in this memorandum. The
first section of the paper examines the financial consequences for the
Bank of full additionality. It concludes that the costs in terms of
expanded borrowings and additional risks faced are acceptable and well
worth Tncurring in the present circumstances. A second section reports
on the present status of contributions. Firm commitments, including



several stl1] subject to leglslative approval, now appear to be
sufflicient to warrant our proceeding with the steps necessary to
implement a facility desligned to operate at a level of about $500
million. There is a possibility of obtaining further contributions

to the Interest Subsidy Fund which would enable it to operate at a
level of up to about $1 billion. The final section of the paper
considers the steps which must be taken to establish a Third Window,
including the formal resolution authorizing the Bank to undertake the.
management of an Interest Subsidy Fund and the arrangements for contri-
buting to the Fund. It also discusses the operational and budgetary
implications of Third Window lending.

SECTION I1: Additionality of Third Window Operations

L, The question of additionallty has been touched upon in a
number of earlier discussions of the Third Window. Representatives of
most countries have stated thelr strong support for the principle of
additlionality. However, a few countries have explicitly reserved their
position and no formal decision has yet been taken. | propose that the
Third Window be established on the basis of full additionality.l/

1/ The additionality in the volume of lending is expected to manifest

T  itself in several ways. It will raise the Bank's overall lending
program by the total amount of Third Window lending and will Increase
the number of IBRD/IDA projects. However, as the initial memorandum
to the Executive Directors regarding the establishment of a Third
Window (R75-39 of March 5, 1975) pointed out, Third Window lending
would not always be fully additional to the country receiving the
loan since in certain cases a Third Window loan would substitute,
in whole or in part, for IDA credits or Bank loans. |DA resources
thus released from countries receiving Third Window loans would be
reallocated to those poorer countries which would not qualify for
direct Third Window loans on creditworthiness grounds. Where Third
Window loans replace previously planned IBRD loans, countries which
do not obtain Third Window loans would benefit from the reallocation
of these funds. Some Third Window loans may also take the form of
joint financing with IBRD or IDA of particular projects. Finally,
although all Third Window loans may be committed in FY76, the
additionality effect on the Bank's total lending program may not be
fully achieved in that year, but may extend into FY77.



Several contributors have Indicated that their support for the Third
Window is contingent on such additionality. Hence it is unlikely that
the Third Window could be established other than on thls basis.
Moreover, even if it were feasible, it would in my judgment not be
‘desirable to devote $100-$225 million of scarce official grant funds to
lowering the interest rate on, and shifting the country allocation of,
presently planned IBRD loans. The question of additionality, therefore,
is really one of whether or not the costs in terms of additional Bank
borrowing, or in relation to the additional risks which the Bank will
assume, are acceptable. | believe the facts, as set forth in the
following paragraphs, support the view that these costs are minimal and
certainly worth Incurring in view of the critical needs of the
developing countries for external capital.

Implications for the Borrowing Program

5. The implications for the Bank's borrowing program of a Third
Window which is fully additional in FY76 and operating at a level of
$1000 million were detailed in the recent review of the five-year
program (R75-137, para. 5). They are as follows:

IBRD GROSS BORROWINGS, FY74-80 ($ million)

FY76 FY77 FY78 FY79 FY80 FY76-80

Proposed IBRD Program 3750 L0OO L4300 L4650 5050 21750
Third Window = +200 +300 4200 +100 +800

At their peak these borrowings add approximately 7% to the annual gross
borrowings in any given year. |f commitments were limited to $500
million, the annual additional borrowings would each be cut in half.
The funded debt would be increased by the additional amounts borrowed--
if $800 million additional were borrowed by the end of FY80, funded
debt would total $28.5 billion.

Implications for Subscribed Capital

6. As noted in my previous memorandum (R75-39) implementation of

the proposal, even at a level of $1 billton, would have minimal effects

on the adequacy of the Bank's subscribed capital (para. 30). On present
projections, it would advance the date when the statutory limit becomes

binding by about 90 days.



Implications for the Bank's Reserve Position

7. This topic was also discussed in my earlier memorandum. At
that time, the conclusion reached was that to fully protect the Bank
against the added risk it would be running in a $1 billion program,
additional "reserves'' of approximately $150 million might be required.
This is equivalent to .2% of the usable paid-in capital and reserves
projected for FY85. Deducting $150 million from the amount avallable
as protection on ''regular' Bank operations, without taking account of
the effect on paid-in capital of the proposed selective increase in
capital subscriptions, reduces the ''reserve'' ratio on ''regular"
operations from 12.8% to 12.5%.

SECTION I11: Status of Contributions

8. The following countries have announced their willingness to
make contributions to the proposed Interest Subsidy Fund in the amounts
specified below (subject in some cases to legislative approval):

Country $ Equivalent
Canada 20 million
Kuwait 20 million
Netherlands 20 million
Norway b million
Qatar 5 million
Saudi Arabia 25 million
United Kingdom 10 million
Venezuela 10 million
Total 114 mi11ionl®

/a In addition, the United Kingdom is prepared to consider
under certain conditions an increase in this amount of
an additional $5 million equivalent. Switzerland has
indicated that subject to parliamentary approval it
plans to make contributions to the Interest Subsidy Fund
at a later date. The Governments of ltaly and Spain have
expressed their readiness to contribute to the Fund by
making loans to IBRD at concessional rates. Denmark
has also stated it may make contributions to the Fund
at a later date.



9. Contributions in this amount would be sufficient to finance
an estimated $500 million of Third Window loans. Additional support
from the countries mentioned above (in the footnote to the table) and
possibly from other countries that have not yet felt able to commit
themselves to a contribution 1s likely to materialize somewhat later
in the current fiscal year.

10, It seems to me that the assurances we have received are

sufficient to warrant our proceeding with the steps necessary to
implement the facility. The attached draft Resolution provides
(Section G) that the facility will become operative when at least $100
million is paid or committed to be paid to the Fund,

SECTION 1V: |Implementation Steps

11. The establishment of a new lending facility will require
action by the Executive Directors to formally authorize the Bank to
undertake the management of the Interest Subsidy Fund. |n addition,

the method and form of payment to the Subsidy Fund must be specified

and the necessary administrative steps to permit such contributions

must be completed. Moreover, arrangements for consultation with

Subsidy Fund contributors must be made. Finally, the operational
implications for the Bank must be worked out along with the consequences

for the Bank Group's operating budget. This section treats each of
these subjects in turn.

Interest Subsidy Fund

12, The Interest Subsidy Fund would consist of "contributions"
made by donor governments, which would be used to make payments to the
Bank to supplement interest payments due from borrowers on loans made
under this facility. To this end there would be paid from the resources
of the Fund to the Bank, an amount equal to four percent per annum of
the principal amount outstanding of loans made under the facility.
However, if for any reasonl/ the resources of the Fund should eventually

1/ As Third Window loans are committed, subsidy funds would be set
aside in an amount calculated to cover the 4 percent payments during
the life of the loans. The amount set aside would be based upon

certain assumptions regarding such matters as (a) the interest
earnings on the subsidy funds; (b) the rate of disbursement of the

loans; and (c) exchange rates. |If these assumptions are not realized,
the amount of subsidy funds set aside might fall short of (or exceed)
the amount necessary to make all of the required 4 percent payments.



prove insufficient to cover all such payments in respect of any inter-
mediate term loan, the borrower would be obllgated to pay interest up

to the same rate as was applicable to the Bank's standard loans when

the intermediate term loan was made. In other words, in case of a
shortfall in the resources of the Interest Subsidy Fund, the borrower
would have the residual obligation to assure that the Bank would receive
the normal interest rate.

13, The Fund would be administered by the Bank, as Administrator,
and its assets would be kept separate from those of the Bank.

14, Contributions would be made either in the form of a direct
payment to the Fund or in such other manner and on such other terms as
would be agreed upon between the Bank as Administrator of the Fund and
the contributing government (Section B, paragraph (b) of the proposed
Resolution). The latter could include, inter alia, contributions
representing (i) the forgiveness of interest due to be paid by the Bank
on borrowings from such government; (ii) the interest savings to the
Bank as a result of the prepayment by such government of IBRD loans
carrying lending rates lower than the cost at which the Bank would
otherwise have to borrow such sums; and (1i1) the difference between
amounts of interest due to be paid by the Bank on borrowings from such
government at concessional rates and amounts of interest the Bank would
have had to pay on borrowings in the same currency on conventional terms.

15, The chief direct beneficiaries of Third Window loans would be
the poorer countries with a per capita income of up to $375, with a
concentration of assistance on countries with per capita incomes of
under 5200. An element of managerial discretion would be retained so
that the Bank could provide Third Window lending to countries with per
capita incomes somewhat higher than $375. Such lending would not,
however, alter the basic concentration of Third Window lending on the
poorer developing countries.

16. Since Third Window loans would be made only during a limited
period, there is no need for a new administrative body. The eligibility
of countries for Third Window loans would be the subject of consultation
between the Bank and the contributing countries. Each Third Window

loan would then be approved by the Bank's Executive Directors in the
normal way.

17. The proposed Resolution also contains a number of provisions
regarding the administration of the Fund, e.g. the investment of the
Fund's resources pending disbursement (Section D); the furnishing of
reports to and consultation with contributing governments (Section E,
paragraphs (a) and (b); and the termination of the Fund (Section F,
paragraphs (a) and (b)).



Operatlional and Budgetary Implications

18. On a very preliminary basis it is estimated that Third Window
operations totalling $500 million would add to the total number of

Bank Group operations approximately 15 projects. The total number of
projects would increase by perhaps 30 with a $1 billion Third Window.

19. The number of actual Third Window operations would be higher
than this, but as indicated already in the footnote to para. 4, the
opening of the Third Window would affect the lending programs for a
larger number of countries than those receiving Third Window funds
because of the replacement of IDA credits and IBRD loans for Third
Window recipients and the reallocation of these credits and loans to
other borrowers, The result would be that the average size of IDA
credits in countries receiving additional IDA funds might increase
because the amounts for IDA credits are often held down by the limita-
tion on the availability of IDA funds. In addition, the average size
of IBRD loans might increase since IBRD funds are reallocated from
countries with relatively small IBRD operations to countries with
larger IBRD operations. Moreover, to obtain an equitable allocation
of Third Window funds by country, it may be desirable to blend Third
Window allocations with IBRD or IDA funds in particular projects.

20, The additional projects would be selected from projects which
are already in the pipeline. Some projects currently planned for Board
approval in FY77 would be brought forward into FY76; these in turn
would be replaced by projects advanced from FY78, and so forth.

21, Initially, it is expected that the increase in FY76
administrative costs might be limited to an amount within the existing
General Contingency provision of $1.9 million. |If later the contingency

should prove inadequate, | would propose to the Executive Directors a
supplementary authorization in the context of the Mid-year Review in
February 1976. The manpower implications of the total number of added
projects would be reflected also in modest additions to the presently
planned budgets for FY77 and FY78.

SECTION V: Recommendation

. | recommend that the Executive Directors approve the establish-

ment and operation of an interest subsidy fund on the terms and conditions
set forth in the draft Resolution attached hereto.

SN S 7 A

Attachment



INTERNAT | ONAL BANK FOR RECONSTRUCT ION
AND DEVELOPMENT

RESOLUTION NO.

INTEREST SUBSIDY FUND

WHEREAS

(a) At the meetings of the Executive Directors of the Bank
on July 30 and August 1, 1974, in response to a proposal by an Executive
Director, the Chafrman stated that a study would be made for the con-
sideration of the Executive Directors regarding the establishment by the
Bank of a facility for lending on terms intermediate between those of
its standard loans and of the development credits of the International
Development Association.

(b) The Joint Ministerial Committee of the Boards of Governors
of the Bank and the Fund on the Transfer of Real Resources to Developing
Countries (the Development Committee) on January 17, 1975, invited the
Executive Directors to make an immediate study of such facility.

(c) Pursuant to such invitation the Executive Directors made
such a study and issued a Report, dated May 20, 1975, to the Development
Committee on the Establishment of an Intermediate Financing Facility (or

Third Window) in FY1976.



(d) The Development Committee, as stated in its communique
dated June 13, 1975, unanimously supported the establishment for one
year of the Third Window facility and urged the Bank to proceed with
its establishment in the fiscal year begfnning July 1, 1975 in order to
lend to the developing countries in that year up to $1 billion in assis-

tance separate from other Bank operations.

NOW THEREFORE it is hereby resolved as follows:

Section A. Establishment and Purpose of
Fund; Administrator

(a) Whenever used in this Resolution
(i) the terms "intermediate term loans'' means
loans made by the Bank whose interest
payments shall be financed in part from the
resources of the Interest Subsidy Fund as
provided in paragraph (a) of Section C of
this Resolution; and
(ii) the term "Contributing Government'' means a
member of the Bank which shall have made a
contribution or given the notification
provided for in Section G of this Resolution.
(b) There is hereby established the Interest Subsidy Fund
(hereinafter called the Fund) constituted by the monies which shall
from time to time be transferred to the Fund in accordance with Section B

of this Resolution and any other assets and receipts of the Fund to be



held in trust and used only for the purpose of, and in accordance with
the provisions of, this Resolution.

(¢) The purpose of the Fund is to reduce the cost to borrowers
of certain loans made by the Bank.

(d) The Bank is hereby designated Administrator of the Fund.
The term Administrator will hereinafter be used to refer to the Bank
acting in that capacity.

Section B. Contributions

(a) The Administrator is authorized to accept until
December 31, 1975, or such later date as the Executive Directors may
determine, contributions to the Fund in the manner hereinafter set
forth from Contributing Governments and from such other contributors
as the Executive Directors may agree.

(b) Contributions to the Fund by Contributing Governments
shall be made in one or more of the following manners: (i) direct
payments to the Fund by a Contributing Government; (ii) payments made
in such other manner and on such terms as shall be agreed between the
Contributing Government and the Administrator. The term contributions
shall include both direct payments to the Fund pursuant to (i) above and
any commitments made by Contributing Governments pursuant to which pay-
ments are made to the Fund pursuant to (ii) above.

(c) Contributions made pursuant to paragraph (b) (i) of this

Section shall be payable (i) in full on the ninetieth day after the



condition specified in Section G shall have been satisfied or after

the date of notification given by the Contributing Government pursuant
to Section G, whichever is later, or in such installments and on such
dates as the Contributing Government and the Administrator shall agree;
and (ii) in currencies which the Administrator determines to be adequ-
ately convertible into the currencies of other members or otherwise us-
able for the purposes of the Fund.

(d) Contributions to the Fund from contributors other than
Contributing Governments shall be made on the same terms as those pro-
vided herein for contributions of Contributing Governments and on such
other terms, not inconsistent therewith, as may be agreed by the Executive

Directors of the Bank.

Section C. Utilization of Resources

(a) The resources of the Fund shall be used to supplement
interest ﬁayments due from borrowers on intermediate term loans. To
this end the Administrator shall pay to the Bank semi-annually from the
resources of the Fund an amount equal to four percent per annum of the
outstanding amounts of principal on such loans; provided that each Loan
Agreement between the Bank and a borrower in respect of any intermediate
term loan shall provide that to the extent that resources of the Fund
shall not be available for the purpose of making such payment, the bor-
rower shall be obligated to pay interest up to the same rate as was ap-
plicable to the Bank's standard loans at the time of the making of the

intermediate term loan.



(b) Payments by the Administrator pursuant to paragraph (a)
of this Section in respect of an intermediate term loan shall be made
on the several semi-annual payment dates set forth in the loan agreement
providing for such loan and shall be made in the several currencies in
which the respective interest payments on such loans are payable and in
the proportion that the amount payable in each such currency bears to
the total of each such interest payment.

(c) The Bank, after consultation with Contributing Govern-
ments and other contributors, shall determine the eligibility of
developing countries to receive intermediate term loans and, in such
determination, shall pay particular attention to their per capita income,
development efforts, ability to repay and access to alternative sources
of capital on reasonable terms.

(d) Subject to the provisions of paragraph (c) of this
Section, the Bank shall process, approve and administer intermediate

term loans in accordance with its normal policies and procedures.

Section D. Administration of the Fund

(a) The Administrator shall have the authority to perform
all acts and enter into all contracts as may be necessary for the
accomplishment of the purposes of the Fund.

(b) The Administrator may invest monies held by the Fund
pending disbursement in securities, including bonds issued by the Bank
of such maturities as shall be appropriate to the expected disburse-

ments from the Fund.



(c) The income from such investments shall become part of
the assets of the Fund.

(d) For purposes of paragraph (b) of Section F and of
Section G, the present value of contributions at the time of notification
thereof pursuant to Section G shall be as reasonably determined by the
Administrator.

(e) Whenever it shall be necessary for the purpose of this
Resolution to value one currency in terms of another, such value shall
be as reasonably determined by the Administrator in accordance with the
Bank's usual procedures.

(f) The Bank, in acting as Administrator, shall exercise
the same care in the administration and management of the Fund and in
the discharge of its other functions under this Resolution as it
exercises in respect of the administration and management of its other
affairs.

(g) The Administrator shall receive no compensation other
than for expenses, Incurred solely because of services rendered under
this Resolution, for which it shall be entitled to reimburse itself
out of the Fund.

(h) The Administrator shall keep accounts and records of
the resources and operations of the Fund separately from the other
accounts and records of the Bank in such a way as to permit the
identification of the assets, liabilities, tncome, costs and expenses

pertaining to the Fund as a financial unit independent of the other



operations of the Bank. The accounting system used shall also permit
the identification and recording of the origin of the various resources
received by virtue of this Resolution, as well as their application;
(i) The accounts of the Fund shall be kept in the same
currency or unit of account as employed by the Bank for its other
accounts, for which purpose conversions between currencies shall be

made at the appropriate rate of exchange in effect at the time of each

transaction.

Section E. Reports; Consultation

(a) As long as monies remain in the Fund, the Administrator
shall present each year to the Contributing Governments and the other
contributors within 90 days after the close of the fiscal year of the
‘Bank a statement of assets and liabilities of the Fund, a statement of
receipts-and expenditures and a statement of the origin and use of
resources of the Fund, with such explanatory notes and information on
the operations of the Fund as may be pertinent. Such statements shall
be accompanied by an opinion of the same firm of independent public

accountants as designated by the Executive Directors of the Bank for the

auditing of the financial statements of the Bank. The fees of the firm

of accountants shall be charged to the resources of the Fund.



(b) Until such time as the resources of the Fund shall have
been fully committed, the Admimistrator, the Contributing Governments
and the other contributors shall consult each other not less than once
every six months concerning the operations and financial condition of

the Fund.

Section F. Termination; Distribution

(a) This Resolutioﬁ shall cease to be effective and the
obligations of the Contributing Governments, the other contributors and
the Administrator thereunder shall terminate upon the occurrence of
any of the following events; (i) the disbursement of all resources of
the Fund; (ii) a decision to that effect by all Contributing Governments,
other contributors and the Administrator: and (iii) the permanent
suspension of the operations of the Bank pursuant to paragraph (b) of
Section 5 of Article VI of the Articles of Agreement of the Bank.

(b) As soon as possible after this Resolution shall cease
to be effective pursuant to paragraph (a) of this Section, the
Administrator shall distribute to the Contributing Governments and the
other contributors in proportion to the value of their respective
contributions, as determined by the Administrator pursuant to paragraph

(d) of Section D of this Resolution, any remaining resources of the



Fund which the Administrator shall have determined not to be required
for disbursement in respect of intermediate term loans theretofore made.

(c) If the condition specified in Section G shall not have
been satisfied by December 31, 1975, or such later date as the
Executive Directors of the Bank may determine, the Administrator shall
return to the Contributing Governments and the other contributors any
payments made by them on account of their contributions together with
any income earned thereon;

(d) Notwithstanding termination pursuant to the provisions
of paragraph (a) of this Section, Contributing Governments and other
contributors shall be obligated to make payments to the Fund on
account of their contributions in such amounts as the Administrator shall
determine to be required in order to enable it to make disbursements
from the Fund in respect of intermediate term loans made before such

termination.

Section G. Effectiveness

None of the contributions authorized by this Resolution
shall become payable unless the following condition has been satisfied:
Contributing Governments and other contributors shall have
given the Bank, on or before December 31, 1975, or such later
date as the Executive Directors of the Bank may determine, contributions,

or formal notification that they will make contributions, whose value



_]0_

shall total not less than the equivalent of $100,000,000 (United States

dollars), as determined by the Administrator pursuant to paragraph (d)

of Section D of this Resolution.
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I MUCH APPRECIATE YOUR CABLE OF JULY ELEVENTH IN WHICH YOU EXPRESSED

YOUR RENEWED SUPPORT FOR |BRD LOANS ON

INTERMEDIATE TERMS STOP | AM

FULLY AWARE THAT YOUR GOVERNMENT SET AN IMPORTANT PRECEDENT FOR

PROVIDING THE BANK WITH FUNDS ON CONCESSIONARY TERMS BY YOUR LOAN

OF 31.6 MILLION DOLLARS OF SEPTEMBER 1973 STOP UNFORTUNATELY THESE

FUNDS HAVE BEEN DISBURSED IN THE COURSE OF IBRD OPERATIONS AND THERE-

FORE WE CANNOT ALLOCATE THE CONCESSIONARY ELEMENT OF THE INTEREST

COST TO THIRD WINDOW OPERATIONS TO DO SO WOULD BE TANTAMOUNT TO AN EXPOST

REVISION OF THE BANK'S FINANCIAL STATEMENTS FOR THE LAST TWO YEARS

AND WOULD REQUIRE APPROVAL BY THE BOARD OF GOVERNORS STOP | SINCERELY

HOPE HOWEVER THAT AS YOUR CABLE INDICATES YOUR GOVERNMENT WILL GIVE

SERIOUS CONSIDERATION TO YOUR PARTICIPATION

IN THE NEW FACILITY EITHER

BY MAKING A DIRECT GRANT TO THE INTEREST SUBSIDY FUND OR BY LENDING

TO THE IBRD AGAIN FUNDS AT A CONCESSIONARY RATES STOP IN THAT EVENT

WE WOULD CREDIT THE PRESENT VALUE OF THE DIFFERENCE BETWEEN THE MARKET
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INTEREST RATE AND THE CONCESSIONARY RATE TO THE INTEREST SUBSIDY
FUND STOP THE GOVERNMENTS OF ITALY AND SPAIN HAVE TENTATIVELY
INDICATED THEIR WILLINGNESS TO FOLLOW THIS PROCEDURE STOP ALTHOUGH
WE HOPE TO START THIRD WINDOW OPERATIONS SHORTLY THE RESOLUTION
FORMALIZ ING ARRANGEMENTS FOR THE THIRD WINDOW NOW BEFORE THE BANK'S
EXECUTIVE DIRECTORS ALLOWS FOR NOTIFICATIONS OF CONTRIBUTIONS UNTIL
DECEMBER 31, 1975 STOP | TRUST THIS WILL GIVE YOUR GOYERNMENT AMPLE
TIME TO TAKE AFFIRMATIVE ACTION ON A GENEROUS THIRD WINDOW CONTRIBUTION
STOP BEST REGARDS ) -
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TO:

FROM:

SUBJECT:

I VIV TV AT FUEYAL T INAINLE

CORPORAT[ON

OFFCE MEMORANDUM - ., Sl

ASSOCIATION | RECONSTRUCTION AND DEVELOPMENT

H«—%ﬂﬂ‘h\ o

P&B Files DATE: July 17, 1975 M Hadn,,

| TIIBL L7 17 5
John H. Adler; Director {/}?j(ﬂ L [P W hpey,

Third Window Paper - Reaction of Dr. Rota

At Mr. Damry's request, | called Dr. Rota who had previously
complained to Mr. Damry that the footnote on page 4 of the Third Window
paper misrepresented the position of Italy. Mr. Rota read .to me from
the Verbatim report of the Development Committee the statement which
Dr. Carli had made, i.e.

"ltaly and Spain are ready to. contribute
to subsidize the interest burden provided,
of course, that other potential donors
contribute their share."

| told Dr. Rota that the statement in the footnote was based on information
which Mr. McNamara had brought back from the Development Committee meeting
and that | had not seen the Verbatim report. Dr. Rota then said that the
information about the intended form of the contribution was presumably
accurate. He was concerned however, about the omission to any reference
to the proviso that 'other potential donors'' also would contribute. |
then sald that | assumed Dr. Carli knew that the US was not likely to
contribute. Dr. Rota then said | thought that Dr. Carli had contributions
from other major EEC countries in mind. When Dr. Rota commented that the
specific reference to ltaly in the paper could lead to a mns:nterpretatlon
| assured him that there was no intention of misrepresenting ltaly's
posntlon He did not pursue the matter further.

| am writing this note because Dr. Rota may stress the condi-
tionality of the contributions 'of Italy and Spain at the Board meeting.

JHAd1er:cbm

cc: Mr. McNamara R .0
Mr. Cargill (o.r.).”
Mr. Shoaib
Mr. Damry
Mr. Nurick
Mr. Stern

:
|
;
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Mr. Robert S. McNamara (through Mr. Johm Adler) July 17, 1975
Masaya Hattori

Third Window Paper: HNordie Group's Reaction

Mr. Aase informed me that he iIntends to recommend strong support
for the Third Window by the Nordic Group at the FPxecutive Board discussions.
However, he expressed also grave misgivings about the safe-guard clause in
paragraph 12, requiring the borrower to pay the normal lending rate if the
Interest Subsidy Pund should rumn out of meomey. It is inherently unfair
since the burden would fall on the last borrower (8). Mr. Aase feels that
appropriate solutions can and would be found by the contributing members
or indeed by the full Executive Board te aveild putting the burden on the
borrower; such selutions could be supplementary contributions or absorption
of the shortfall by the Bank. Mr. Aase told me it was possible that the
Hordiec Group's Executive Director may make this point at the Board while
strongly supporting the general temor of the paper.

cc: Messra. Knapp
Adler
Pontein
Wood
Cargill (o.r.)
Goodman (o.r.)
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Cable No.: EYE WAS PLEASED TO LEARN FROM DR. AL-ATRASH OF QATAR'S DECISION

| TO CONTRIBUTE THE SUM OF US$ FIVE MILLION TO THE THIRD WINDOW INTEREST

SUBSIDY FUND STOP EYE WOULD LIKE TO EXPRESS APPRECIATION FOR YOUR
PARTICIPATION IN THIS COOPERATIVE ENDEAVOR TO ASSIST LESS DEVELOPED
COUNTRIES IN THEIR ECONOMIC DEVELOPMENT EFFORTS STOP YOU WILL BE
PLEASED TO KNOW THAT THE BANK IS MOVING AHEAD AND PRESENTING THE
THIRD WINDOW SCHEME TO ITS EXECUTIVE DIRECTORS FOR APPROVAL ON JULY 29
STOP UPON BOARD APPROVAL, THE BANK WILL NOTIFY ALL CONTRIBUTORS AND
REQUEST PAYMENT STOP

WARM REGARDS

J

ROBERT S. MCNAMARA

PRESIDENT INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

CLEARANCES AND COPY DISTRIBUTION:

NAME Robert S. McNamara cleared with and cc: Mr. J.H. Adler
DEPT. President cc: Mr. Cargill o/r
SIGNATURE :

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE) /

REFERENCE:

(IMPORTANT: See Secretaries Guide for preparing form)
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July 15, 1975
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Mr. Robert §. Mcljamara (threugh Mr. John Adler) July 16, 1975
Masaya Hattorl

Third Window: Danish Partiecipation

Mr. Aase informed me that the Danish CGovernment has notified
Mr. Sigurdeson that they will contribute 3 willion dellars to the
Third Window Interest Subsidy Fund subject to Parliamentary approval.

cc: Messrs. Fnapp
Adler
Fontein
Wood
Cargill (o.r.)
Goodman (e.r.)

Miattori/r€



MEMORANDUM FOR THE RECORD s b 2,% /a&(g )

/ :
Second Meeting to Discuss Third Window Paper, July 15, 1975 _ jg’-“’ W LA O

Present: Messrs. McNamara, Knapp, Broches, Shoaib, Adler, Nurick /

A line-by-line revision of the paper was made. The paper should be
distributed on July 15 for Board discussion on July 29.

Mr. McNamara asked Mr. Adler to contact Mr. Rotberg and look into the
denomination of currencies in the Subsidy Fund and thelr investment.

: Mr. McNamara also asked Mr. Adler to show examples of different payment
4 methods for donor contributions and the influence on Bank income.

cc: Mr. Goodman o/r

SB
July 16, 1975
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lirs Robert S. lMcNamara eSS A
Peresident. ;:.-:dLgijb’
International Bank for Reconstrtiction & Development Lyt
Washington, D. C. U. S. A.

OJ)‘J

18367

g/éz
Dear Mr. President: E?'

We refer to the establishment of the|Third Window acility at world
Bank group, and request on this occasion the study granting of loan under
this facility for financing the execution of the development projects stated
below for the Syrian Arab Republic in veiw of the pressing need for the

accomplishment of these Projects,

Project Amount of loan requested
Million Dollars

1= Low Euphrates Basin Right Terrain

on an area about 50,000 Hectares 220

2- Half of part 3 of Balikh on an

0
area of 13,000 Hectares >
3—- Financing Third stazeof Meherdeh
120
project
4-= Nain tunnel of Fijeh spring and <
40

connections

Hoping to be informed of the steps taken in this regards, We remain,

15 /;//j/ﬂzé— Sincerely Yours,

Mohammad Alcharif
Mirsliter of MinaCe
R

=
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FROM: The Secretary

July 15, 1975

ESTABLISHMENT OF AN INTERMEDIATE FINANCING FACILITY

(THIRD WINDOW)

Attached is a copy of the President's memorandum entitled "Establishment

of an Intermediate Financing Facility (Third Window)" dated July 15, 1975.

Distribution:

Executive Directors and Alternates

President
Senior Vice President, Operations

Executive Vice President and Vice President, IFC

President's Council
Directors and Department Heads, Bank and IFC




THE WORLD BANK
Washington, D.C. 20433
US.A.

Office of the President Ju]y 1 5, 1975

MEMORANDUM TO THE EXECUTIVE DIRECTORS

SUBJECT: Establishment of an Intermediate Financing
Facility (Third Window) ‘

SECTION 1: Introduction

1. It will be recalled that the Development Committee, at its
meeting in June 1975, unanimously supported the establishment of an
intermediate financing facility (or Third Window) providing development
assistance on terms intermediate between those of the Bank and IDA,

and urged the Bank to proceed with its establlishment in the fiscal

year beginning July 1, 1975, in order to lend to the developing
countries in that year up to $1000 million in assistance separate from
other Bank operations. This followed several discussions in the Board
of Executive Directors about the matter starting in July 1974. Initial
meetings had also been held with potential contributing governments at
which the amount of contributions they might make and the basis for
these contributions were explored.

2 Following the June meeting of the Development Committee,
further discussions have been held with potential contributing govern-
ments with a view of obtaining a clear indication of the commitments
which they would be prepared to make and the timing of contributions.

I am satisfied that these discussions have indicated sufficient support
for us now to proceed with the formal steps necessary for the establish-
ment of the Third Window facility. There is attached hereto a resolution
which provides for the establishment of the facility.

3. A decision to proceed with the establishment of a Third Window
requires consideration of certain issues which were not examined in
depth in the earlier discussions because flnancing for the new facility
had not yet been assured. They are taken up in this memorandum. The
first section of the paper examines the financial consequences for the
Bank of full additionality. It concludes that the costs in terms of
expanded borrowings and additional risks faced are acceptable and well
worth incurring in the present circumstances. A second section reports
on the present status of contributions. Firm commitments, Including



several sti1] subject to legislative approval, now appear to be
sufficient to warrant our proceeding with the steps necessary to
implement a facillity designed to operate at a level of about $500
million. There is a possibility of obtaining further contributions
to the Interest Subsidy Fund which would enable 1t to operate at a
level of up to about $1 billlon, The final section of the paper
considers the steps which must be taken to establish a Third Window,
including the formal resolution authorizing the Bank to undertake the
management of an Interest Subsidy Fund and the arrangements for contri-
buting to the Fund. It also discusses the operational and budgetary
implications of Third Window lending.

SECTION I11: Additionality of Third Window Operations

L, The question of additionality has been touched upon in a
number of earlier discussions of the Third Window. Representatives of
most countries have stated their strong support for the principle of
additionality. However, a few countries have explicitly reserved their
position and no formal decision has yet been taken. | propose that the
Third Window be established on the basis of full additionality.l/

1/ The additionality in the volume of lending is expected to manifest

T itself in several ways. It will raise the Bank's overall lending
program by the total amount of Third Window lending and will increase
the number of IBRD/IDA projects. However, as the initial memorandum
to the Executive Directors regarding the establishment of a Third
Window (R75-39 of March 5, 1975) pointed out, Third Window lending
would not always be fully additional to the country receiving the
loan since in certain cases a Third Window loan would substitute,
in whole or in part, for IDA credits or Bank loans. |DA resources
thus released from countries receiving Third Window loans would be
reallocated to those poorer countries which would not qualify for
direct Third Window loans on creditworthiness grounds. Where Third
Window loans replace previously planned I1BRD loans, countries which
do not obtain Third Window loans would benefit from the reallocation
of these funds. Some Third Window loans may also take the form of
Joint financing with IBRD or IDA of particular projects. Finally,
although all Third Window loans may be committed in FY76, the
additionality effect on the Bank's total lending program may not be
fully achieved in that year, but may extend into FY77.



Several contributors have Indicated that their support for the Third
Window is contingent on such additionality. Hence it is unlikely that
the Third Window could be established other than on thls basis.
Moreover, even if it were feasible, it would in my judgment not be
desirable to devote $100-5225 million of scarce official grant funds to
lowering the Interest rate on, and shifting the country allocation of,
presently planned IBRD loans. The question of additionality, therefore,
is really one of whether or not the costs in terms of additional Bank
borrowing, or in relation to the additional risks which the Bank will
assume, are acceptable. | believe the facts, as set forth in the
following paragraphs, support the view that these costs are minimal and
certainly worth incurring in view of the critical needs of the
developing countries for external capital.

Implications for the Borrowing Program

5. The implications for the Bank's borrowing program of a Third
Window which is fully additlonal in FY76 and operating at a level of
$1000 million were detailed in the recent review of the five-year
program (R75-137, para. 5). They are as follows:

IBRD GROSS BORROWINGS, FY74-80 ($ million)

FY76 FY77 FY78 FY79 FY80 FY76-80

Proposed 1BRD Program 3750 Looo 4300 L4650 5050 21750
Third Window - +200 +300 4200 +100 +800

At their peak these borrowings add approximately 7% to the annual gross
borrowings in any given year. |If commitments were limited to $500
million, the annual additional borrowings would each be cut in half.
The funded debt would be increased by the additional amounts borrowed--
if $800 million additional were borrowed by the end of FYB80, funded
debt would total $28.5 billion.

Implications for Subscribed Capital

6. As noted in my previous memorandum (R75-39) implementation of

the proposal, even at a level of $1 billion, would have minimal effects

on the adequacy of the Bank's subscribed capital (para. 30). On present
projections, it would advance the date when the statutory limit becomes

binding by about 90 days.



Implications for the Bank's Reserve Position

W This topic was also discussed in my earlier memorandum. At
that time, the conclusion reached was that to fully protect the Bank
against the added risk it would be running in a $1 billion program,
additional "reserves' of approximately $150 million might be required.
This is equivalent to .2% of the usable paid-in capital and reserves
projected for FY85. Deducting $150 million from the amount available
as protection on ''regular'' Bank operations, without taking account of
the effect on paid-in capital of the proposed selective increase in
capital subscriptions, reduces the '‘reserve'' ratio on ''regular"
operations from 12.8% to 12.5%.

SECTION Il1: Status of Contributions

8. The following countries have announced their willingness to
make contributions to the proposed Interest Subsidy Fund in the amounts
specified below (subject In some cases to legislative approval):

Country $ Equivalent
Canada 20 million
Kuwait 20 million
Netherlands 20 million
Norway L million
Qatar S million
Saudi Arabia 25 million
United Kingdom 10 million
Venezuela 10 million
Total 114 mil1ionl®

In addition, the United Kingdom is prepared to consider
under certain conditions an increase in this amount of

an additional $5 million equivalent. Switzerland has
indicated that subject to parliamentary approval it

plans to make contributions to the Interest Subsidy Fund
at a later date. The Governments of ltaly and Spain have
expressed their readiness to contribute to the Fund by
making loans to IBRD at concessional rates. Denmark

has also stated it may make contributions to the Fund

at a later date.



9. Contributions in this amount would be sufficient to finance
an estimated $500 million of Third Window loans. Additional support
from the countries mentioned above (in the footnote to the table) and
possibly from other countries that have not yet felt able to commit
themselves to a contribution is likely to materialize somewhat later
in the current fiscal year.

10, It seems to me that the assurances we have received are
sufficient to warrant our proceeding with the steps necessary to
implement the facility. The attached draft Resolution provides
(Section G) that the facility will become operative when at least $100
million 1s paid or committed to be paid to the Fund.

SECTION IV: Implementation Steps

11., The establishment of a new lending facility will require
action by the Executive Directors to formally authorize the Bank to
undertake the management of the Interest Subsidy Fund. |In addition,

the method and form of payment to the Subsidy Fund must be specified

and the necessary administrative steps to permit such contributions

must be completed. Moreover, arrangements for consultation with

Subsidy Fund contributors must be made. Finally, the operational
implications for the Bank must be worked out along with the consequences

for the Bank Group's operating budget. This section treats each of
these subjects in turn.

Interest Subsidy Fund

12 The Interest Subsidy Fund would consist of ''contributions"
made by donor governments, which would be used to make payments to the
Bank to supplement interest payments due from borrowers on loans made
under this facility. To this end there would be paid from the resources
of the Fund to the Bank, an amount equal to four percent per annum of
the principal amount outstanding of loans made under the facility.
However, if for any reasonl/ the resources of the Fund should eventually

1/ As Third Window loans are committed, subsidy funds would be set
aside in an amount calculated to cover the &4 percent payments during
the life of the loans. The amount set aside would be based upon
certain assumptions regarding such matters as (a) the interest
earnings on the subsidy funds; (b) the rate of disbursement of the
loans; and (c) exchange rates. |If these assumptions are not realized,
the amount of subsidy funds set aside might fall short of (or exceed)
the amount necessary to make all of the required 4 percent payments.



prove insufficient to cover all such payments in respect of any Inter-
mediate term loan, the borrower would be obligated to pay interest up

to the same rate as was applicable to the Bank's standard loans when

the Intermediate term loan was made. In other words, in case of a
shortfall in the resources of the Interest Subsidy Fund, the borrower
would have the resldual obligation to assure that the Bank would receive
the normal interest rate.

13. The Fund would be administered by the Bank, as Administrator,
and its assets would be kept separate from those of the Bank.

14, Contributions would be made either in the form of a direct
payment to the Fund or in such other manner and on such other terms as
would be agreed upon between the Bank as Administrator of the Fund and
the contributing government (Section B, paragraph (b) of the proposed
Resolution). The latter could include, inter alia, contributions
representing (i) the forgiveness of interest due to be pald by the Bank
on borrowings from such government; (ii) the interest savings to the
Bank as a result of the prepayment by such government of IBRD loans
carrying lending rates lower than the cost at which the Bank would
otherwise have to borrow such sums; and (1i1) the difference between
amounts of interest due to be paid by the Bank on borrowings from such
government at concessional rates and amounts of interest the Bank would
have had to pay on borrowings in the same currency on conventional terms.

15. The chief direct beneficiaries of Third Window loans would be
the poorer countries with a per capita income of up to $375, with a
concentration of assistance on countries with per capita incomes of
under $200. An element of managerial discretion would be retained so
that the Bank could provide Third Window lending to countries with per
capita incomes somewhat higher than $375. Such lending would not,
however, alter the basic concentration of Third Window lending on the
poorer developing countries.

16. Since Third Window loans would be made only during a limited
period, there is no need for a new administrative body. The eligibility
of countries for Third Window loans would be the subject of consultation
between the Bank and the contributing countries. Each Third Window

loan would then be approved by the Bank's Executive Directors in the
normal way.

12 The proposed Resolution also contains a number of provisions
regarding the administration of the Fund, e.g. the investment of the
Fund's resources pending disbursement (Section D); the furnishing of
reports to and consultation with contributing governments (Section E,
paragraphs (a) and (b); and the termination of the Fund (Section F,
paragraphs (a) and (b)).



Operational and Budgetary Implications

18. On a very preliminary basis It is estimated that Third Window
operations totalling $500 million would add to the total number of

Bank Group operations approximately 15 projects. The total number of
projects would increase by perhaps 30 with a $1 billion Third Window.

19. The number of actual Third Window operations would be higher
than this, but as indicated already in the footnote to para. 4, the
opening of the Third Window would affect the lending programs for a
larger number of countries than those receiving Third Window funds
because of the replacement of IDA credits and IBRD loans for Third
Window recipients and the reallocation of these credits and loans to
other borrowers. The result would be that the average size of IDA
credits in countries receiving additional IDA funds might increase
because the amounts for IDA credits are often held down by the limita-
tion on the availability of IDA funds. In addition, the average size
of IBRD loans might increase since IBRD funds are reallocated from
countries with relatively small IBRD operations to countries with
larger IBRD operations. Moreover, to obtain an equitable allocation
of Third Window funds by country, it may be desirable to blend Third
Window allocations with IBRD or IDA funds in particular projects.

20, The additional projects would be selected from projects which
are already in the pipeline. Some projects currently planned for Board
approval in FY77 would be brought forward into FY76; these in turn
would be replaced by projects advanced from FY78, and so forth.

21. Initially, it is expected that the increase in FY76
administrative costs might be limited to an amount within the existing
General Contingency provision of $1.9 million. |If later the contingency

should prove inadequate, | would propose to the Executive Directors a
supplementary authorization in the context of the Mid-year Review in
February 1976. The manpower implications of the total number of added
projects would be reflected also in modest additions to the presently
planned budgets for FY77 and FY78.

SECTION V: Recommendation

22y, | recommend that the Executive Directors approve the establish-

ment and operation of an interest subsidy fund on the terms and conditions
set forth In the draft Resolution attached hereto.

/ﬁf/w< A

Attachment



INTERNAT | ONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT

RESOLUTION NO.

INTEREST SUBSIDY FUND

WHEREAS

(a) At the meetings of the Executive Directors of the Bank
on July 30 and August 1, 1974, in response to a proposal by an Executive
Director, the Cha}rman stated-that a study would be made for the con-
sideration of the Executive Directors regarding the establishment by the
Bank of a facility for lending on terms intermediate between those of
its standard loans and of the development credits of the International
Development Association.

(b) The Joint Ministerial Committee of the Boards of Governors
of the Bank and the Fund on the Transfer of Real Resources to Developing
Countries (the Development Committee) on January 17, 1975, invited the
Executive Directors to make an immediate study of such facility.

(c) Pursuant to such invitation the Executive Directors made
such a study and issued a Report, dated May 20, 1975, to the Development
Committee on the Establishment of an Intermediate Financing Facility (or

Third Window) in FY1976.



(d) The Development Committee, as stated in its communique
dated June 13, 1975, unanimously supported the establishment for one
year of the Third Window facility and urged the Bank to proceed with
its establishment in the fiscal year beginning July 1, 1975 in order to
lend to the developing countries in that year up to $1 billion in assis-

tance separate from other Bank operations.

NOW THEREFORE it is hereby resolved as follows:

Section A. Establishment and Purpose of
Fund; Administrator

(a) Whenever used in this Resolution
(i) the terms "intermediate term loans' means
loans made by the Bank whose interest
payments shall be financed in part from the
resources of the Interest Subsidy Fund as
provided in paragraph (a) of Section C of
this Resolution; and
(ii) the term 'Contributing Government' means a
member of the Bank which shall have made a
contribution or given the notification
provided for in Section G of this Resolution.
(b) There is hereby established the Interest Subsidy Fund
(hereinafter called the Fund) constituted by the monies which'shall
from time to time be transferred to the Fund in accordance with Section B

of this Resolution and any other assets and receipts of the Fund to be



held in trust and used only for the purpose of, and in accordance with
the provisions of, this Resolution.

(c) The purpose of the Fund is to reduce the cost to borrowers
of certain loans made by the Bank.

(d) The Bank is hereby designated Administrator of the Fund.
The term Administrator will hereinafter be used to refer to the Bank
acting in that capacity.

Section B. Contributions

(a) The Administrator is authorized to accept until
December 31, 1975, or such later date as the Executive Directors may
determine, contributions to the Fund in the manner hereinafter set
forth from Contributing Governments and from such other contributors
as the Executive Directors may agree.

(b) Contributions to the Fund by Contributing Governments
shall be made in one or more of the following manners: (i) direct
payments to the Fund by a Contributing Government; (ii) payments made
in such other manner and on such terms as shall be agreed between the
Contributing Government and the Administrator. The term contributions
shall include both direct payments to the Fund pursuant to (i) above and
any commitments made by Contributing Governments pursuant to which pay-
ments are made to the Fund pursuant to (ii) above.

(c) Contributions made pursuant to paragraph (b) (i) of this

Section shall be payable (i) in full on the ninetieth day after the



condition specified in Section G shall have been satisfied or after

the date of notification given by the Contributing Government pursuant
to Section G, whichever is later, or in such instal lments and on such
dates as the Contributing Government and the Administrator shall agree;
and (ii) in currencies which the Administrator determines to be adequ-
ately convertible into the currencies of other members or otherwise us-
able for the purposes of the Fund.

(d) Contributions to the Fund from contributors other than
Contributing Governments shall be made on the same terms as those pro-
vided herein for contributions of Contributing Governments and on such
other terms, not inconsistent therewith, as may be agreed by the Executive

Directors of the Bank.

Section C. Utilization of Resources

(a) The resources of the Fund shall be used to supplement
interest ﬁayments due from borrowers on intermediate term loans. To
this end the Administrator shall pay to the Bank semi-annually from the
resources of the Fund an amount equal to four percent per annum of the
outstanding amounts of principal on such loans; provided that each Loan
Agreement between the Bank and a borrower in respect of any intermediate
term loan shall provide that to the extent that resources of the Fund
shall not be available for the purpose of making such payment, the bor-
rower shall be obligated to pay interest up to the same rate as was ap-
plicable to the Bank's standard loans at the time of the making of the

intermediate term loan.



(b) Payments by the Administrator pursuant to paragraph (a)
of this Section in respect of an intermediate term loan shall be made
on the several semi-annual payment dates set forth in the loan agreement
providing for such loan and shall be made in the several currencies in
which the respective interest payments on such loans are payable and in
the proportion that the amount payable in each such currency bears to
the total of each such interest payment.

(c) The Bank, after consultation with Contributing Govern-
ments and other contributors, shall determine the eligibility of
developing countries to receive intermediate term loans and, in such
determination, shall pay particular attention to their per capita income,
development efforts, ability to repay and access to alternative sources
of capital on reasonable terms.

(d) Subject to the provisions of paragraph (c) of this
Section, the Bank shall process, approve and administer Intermediate

term loans in accordance with its normal policies and procedures.

Section D. Administration of the Fund

(a) The Administrator shall have the authority to perform
all acts and enter into all contracts as may be necessary for the
accomplishment of the purposes of the Fund.

(b) The Administrator may invest monies held by the Fund
pending disbursement in securities, including bonds issued by the Bank
of such maturities as shall be appropriate to the expected disburse-

ments from the Fund.



(c) The income from such investments shall become part of
the assets of the Fund.

(d) For purposes of paragraph (b) of Section F and of
Section G, the present value of contributions at the time of notification
thereof pursuant to Section G shall be as reasonably determined by the
Administrator.

(e) Whenever it shall be necessary for the purpose of this
Resolution to value one currency in terms of another, such value shall
be as reasonably determined by the Administrator in accordance with the
Bank's usual procedures.

(f) The Bank, in acting as Administrator, shall exercise
the same care in the administration and management of the Fund and in
the discharge of its other functions under this Resolution as it
exercises in respect of the administration and management of its other
affairs.

(g) The Administrator shall receive no compensation other
than for expenses, incurred solely because of services rendered under
this Resolution, for which it shall be entitled to reimburse itself
out of the Fund.

(h) The Administrator shall keep accounts and records of
the resources and operations of the Fund separately from the other
accounts and records of the Bank in such a way as to permit the
identification of the assets, liabilities, tncome, costs and expenses

pertaining to the Fund as a financial unit independent of the other



operations of the Bank. The accounting system used shall also permit
the identification and recording of the origin of the various resources
received by virtue of this Resolution, as well as their application;
(i) The accounts of the Fund shall be kept in the same
currency or unit of account as employed by the Bank for its other
accounts, for which purpose conversions between currencies shall be
made at the appropriate rate of exchange in effect at the time of each

transaction.

Section E; Reports; Consultation

(a) As long as monies remain in the Fund, the Administrator
shall present each year to the Contributing Governments and the other
contributors within 90 days after the close of the fiscal year of the
Bank a statement of assets and liabilities of the Fund, a statement of
receipts‘and expenditures and a statement of the origin and use of
resources of the Fund, with such explanatory notes and information on
the operations of the Fund as may be pertinent. Such statements shall
be accompanied by an opinion of the same firm of independent public

accountants as designated by the Executive Directors of the Bank for the

auditing of the financial statements of the Bank. The fees of the firm

of accountants shall be charged to the resources of the Fund.



(b) Until such time as the resources of the Fund shall have
been fully committed, the Administrator, the Contributing Governments
and the other contributors shall consult each other not less than once
every six months concerning the operations and financial condition of

the Fund.

Section F. Termination; Distribution

(a) This Resolution shall cease to be effective and the
obligations of the Contributing Governments, the other contributors and
the Administrator thereunder shall terminate upon the occurrence of
any of the following events; (i) the disbursement of all resources of
the Fund; (ii) a decision to that effect by all Contributing Governments,
other contributors and the Administrator: and (iii) the permanent
suspension of the operations of the Bank pursuant to paragraph (b) of
Section 5 of Article VI of the Articles of Agreement of the Bank.

(b) As soon as possible after this Resolution shall cease
to be effective pursuant to paragraph (a) of this Section, the
Administrator shall distribute to the Contributing Governments and the
other contributors in proportion to the value of their respective
contributions, as determined by the Administrator pursuant to paragraph

(d) of Section D of this Resolution, any remaining resources of the



Fund which the Administrator shall have determined not to be required
for disbursement in respect of Intermediate term loans theretofore made.

(c) If the condition specified in Section G shall not have
been satisfied by December 31, 1975, or such later date as the
Executive Directors of the Bank may determine, the Administrator shall
return to the Contributing Governments and the other contributors any
payments made by them on account of their contributions together with
any income earned thereon;

(d) Notwithstanding termination pursuant to the provisions
of paragraph (a) of this Section, Contributing Governments and other
contributors shall be obligated to make payments to the Fund on
account of their contributions in such amounts as the Administrator shall
determine to be required in order to enable it to make disbursements
from the Fund in respect of intermediate term loans made before such

termination.

Section G. Effectiveness

None of the contributions authorized by this Resolution
shall become payable unless the following condition has been satisfied:
Contributing Governments and other contributors shall have
given the Bank, on or before December 31, 1975, or such later
date as the Executive Directors of the Bank may determine, contributions,

or formal notification that they will make contributions, whose value



—]0_

shall total not less than the equivalent of $100,000,000 (United States
dollars), as determined by the Administrator pursuant to paragraph (d)

of Section D of this Resolution.



MEMORANDUM FOR THE RECORD | [ 2

Meeting to Discuss the Third Window Paper, July 14, 1975

P o A TRV
?'»{;, F o WL v

e

Present: Messrs. McNamara, Knapp, Broches, Shoaib, Nurick, Adler

Mr. Knapp said that Third Window loans should be considered -1/2% loans
rather than 8-1/2% loans with the 4% subsidy. Mr. McNamara agreed amd said that
this should not make any difference to the underwriters. However, lending to
countries which were less creditworthy than normally required for Bank lending
could create a problem and we should examine it carefully.

There was some discussion of the effective date for the Third Window.
It was decided that the Third Window would become effective when "formal notifica-
tion" had been received from the donor countries. Mr. McNamara asked Mr. Adler
to prepare a list of dates for formal notification when Mr. Cargill returns. The
resolution should state that $100 million was required in the Subsidy Fund for the
Third Window to become effective.

The paper was then revised page-by-page. Messrs. Adler and Nurick would
redraft the paper for discussion again on July 15 at 2:00 p.m.

ce: Mr. Goodman’;/r

SB
July 15, 1975
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FOR MAEDA. REURTEL 268. CARGILL LEFT INSTRUCTIONS THAT NO CONTACTS
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Mr. I.P.M. Cargi July 11, 1975
Masaya Hattori

Third Window: Sweden

Mr. Aase told me that he had received a request from Sweden to
keep them fully informed of the progress in the negotiations for Third
Window Interest Subsidy Fund contributions. He thinks that this is a sign
that the Swedes may reconsider their position. The Norwegians and Danes
are going to continue their efforts to persuade the Swedes to join. I
gave Mr. Aase a run-down of the nepotiations.

MHattori/rf



Mr. Tarac Maeda
Masaya Hattorl

Third Window Negotiatious

1 I am replying to your telex # 268 on the subject matter, om
{nstructions of Mr. Cargill who is leaving today on a mission.

2. The present position of negotiations for contributions to the
subsidy fund of the Third Window is attached. You will be kept informed
of developments.

3. As you see from the table commitments now amownt to $114 million;
all indications are that the Third Window will be established very shortly.

4, On the question of negotiations with the Japanese Government for
their partieipation, Mr. Cargill thinks that the time is inopportune to
initiate any contacts with the Japanese Government on the subject. There-
fore you should not take any initiative on this matter at this time.

5. Mr. Cargill feels that negotiations should be resumed with the
Japanese Covernment only after the French and German Governments start
considering participating in the interest subsidy fund. When that happrens
or when he judges it appropriate in comsideration of other factors he will
perscnally initiate the resumption of negatiations with the Japanese Govern-
ment through the Jspanese Executive Director which he comsiders the appro-
priate channel for substantive commumication with the Japanese Covernment.
You will be fully informed of these developments and be called uponm to
facilitate the negotiations as may be necessary.

Attachment

MEattori/xf



Country

Canada

Kuwait

Netherlands
Norway

Saudi Arabia

UK
Venezuela

Qatar

In addition:

" Third Window Contributions"

Status as of July 11, 1975
Recapitulation

(million UsSs)

Confirmed Subject to Definite
Parliamentary Approval Commitment

20

10

10

44

20

20

25

~ 5

 —

70

L]

.Total

20

20

20

25

10

10

114

Remarks
(Availability)

.Requires

Ministerial
Decision

End July

After September

As soon as Fund
established

End July

September

1. UK prepared to consider increase if total contributions would make $1 billion
Third Window lending feasible, or if they are inadequate for $0.5 billiom
Third Window lending.

¢

25 Switzefland willing to consider $5 million contribution but required
Parliamentary approval may be delayed until mid 1976.

3. Austria would welcome IBRD suggestions for using $31.6 million 4% Loan of
1973 for its contribution, pending Govermment decision on participation.



Progress on Third Window Contributions as of July 11, 1975

Australia:

Austria:

Belgium:

Canada:

Denmark:
Finland:

France:

Italy:

rJagan:

Kuwait:

Luxembourg:

Netherlands:

Norway:

gat ar:

Saudi Arabia:

South Africa:

Spain:

RSM cabled Prime Minister on Jume 20.

Reply to RSM (7/1) cable: Supports intermediate lending
terms; participation examined; requires approval by
Parliament convening Oct. 1975; would welcome World Bank
suggestions as to use of FY 1974 4Z $31.6 million Loan
for contribution.

Waiting reply to RSM cable (7/1) to Finance Minister.
Isbister reports that contribution of $20 million has
support at official level but requires Ministerial
decision.

Awaiting contributions by more big countries.
Contribution possible but unlikely.

Awaiting resolution of other issues on monetary reform.

Contribution possible after January 1.

RSM to cable Shah with specific proposal as soon as
present pledges confirmed.

No developments since Paris.

RSM to cable Fukuda with specific proposal as sgon as
present pledges gonfirmed.

El Fishawy reports provision has been made in budget for
a contribution of $20 million.

No prospect.

Witte has transmitted request for formal confirmation of
willingness to contribute $20 million.

Has confirmed willingness to contribute $4 million subject
to parliamentary approval (probably September) and other
conditions.

$ 5 million to be contributed.

El Fishawy reports that contribution (of $25 million) will
be paid as soon as Fund established.

Gaud has spoken again with Schmidt. Small contribution will
probably be forthcoming if ome or two more major countries
come in.

No developments since Paris.



o B =

Switzerland: Contribution of $5 million plus probable but delay may
extend beyond mid-1976.

UAE: Contribution believed unlikely in view of financial
- difficulties in Abu Dhabi.

UK $10 million confirmed subject to Parliamentary approval;
increase will be considered if overall contributions make
$1 billion lending feasible, or if they are inadequate for
$0.5 billion lending.

Venezuela: $10 million confirmed subject to Parliamentary approval,

expected in September 1975.

July 11, 1975
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INCOMING TELEX ﬁ« v ‘Jt,-‘j-’ A 7,
H D\j};x 5\
11688 FINMIN A WIEN 1975 07 10, FS NR., 266 ERENYI
(TELEX NO) b
BUNDESMINISTERIUM FUER FINANZEN Distribution: Mr. Goo

ZL .+ 323.047=-V/1=75

MR+ ROBERT S, MC NAMARA
PRESIDENT
INTFRAD 440098

IN YOUR TELEX OF JULY 2, YOU EXPRESSED THE HOPE THAT
AUSTRIA WOULD CONTRIBUTE TO THE INTEREST SUBSIDY FUND, THE
SO CALLED THIRD WINDOW. THE NECESSITY OF PROVIDING FUNDS ON
TERMS INTERMEDIATE BETWEEN THOSE NOW CHARGED BY THE BANK AN
IDA HAS BEEN RECOGNIZED BY MY GOVERNMENT ALREADY TWO YEARS
AGO. BY GRANTING CREDITS IN THE AGGREGATE AMOUNT OF ONE
BILLION SHILLINGS TO THE WORLD BANK, ADB UND IDB AUSTRIA
HAS BEEN THE FIRST COUNTRY TO OPEN SUCH A THIRD WINDOW. THE
QUESTION OF OUR PARTICIPATION IN THE NEW FACILITY 1S BEING
CAREFULLY EXAMINED. SUCH A PARTICIPATION WOULD NEED SPECIAL
LEGISLATION, SINCE PARLIAMENT WILL ONLY RECONVENE AFTER THE
GENERAL ELECTIONS TO BE HELD IN OCTOBER OF THIS YEAR YOU
WILL UNDERSTAND THAT FOR THE TIME BEING | AM NOT N A
POSITION TO INDICATE WHETHER AUSTRIA WILL CONTRIBUTE TO
THE INTEREST SUBSIDY FUND. | WOULD BE GRATEFUL, HOWEVER,
IF THERE WERE ANY SUGGESTIONS BY THE BANK AS TO THE
UTILIZATION OF THE FUNDS AUSTRIA HAS PROVIDED TWO YEARS AGO.
| COULD IMAGINE THAT PART OF THESE FUNDS COULD BE TRANSFERRED
TO THE ACCOUNT OF THE THIRD WINDOW,

REGARDS

DR. ANDROSCH

EO W

.‘Ji:.-‘dl it
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Mr. A.K. Rawlimson July 7, 1975

I.P.M. Cargill
K. Contri to Third W

Thank yvou for your memorandum of June 30. I mnote the various
points you make and want only to clarify the matter referred to in
paragraph 5. 1 had always understood the U.K. position to be as you
have stated it. However, I did not sttend the Development Committee
meeting in Paris and was informed by some who did that the U.K. delegation
referred to an upper limdit in the U.K. contribution of $20 million. At
the time I sent the cable, the transcript was not available. I have now
checked it and find that in faet Mr. Xing teok precisely the pesition
which you have taken in your memorandum which was also the position taken
by Mr. Hurrell at the meeting I held in Paris on April 30. The U.E.
position will be clearly stated in any paper that is circulated to other
countries.

IPMCargill/ple
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TO:

COUNTRY:
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Cable No.:

MR. WILLY DE CLERCQ E‘Q{C, DATE: IUNEXAEEXTUNE

FINANCE MINISTER JULY 2\ 1975
BRUSSELS (Telex # DOUBBA 24321) CLASS OF

SERVICE: TELEX \"‘ l (
BELGIUM

AT THE RECENT MEETING OF THE DEVELOPMENT COMMITTEE OF THE BANK AND THE FUND IN
PARIS, THE PROPOSAL FOR A THIRD WINDOW FACILITY IN THE BANK RECEIVED WIDESPREAD
SUPPORT. THE BANK WAS URGED TO ESTABLISH THE NEW FACILITY AS EARLY AS POSSIBLE
IN OUR NEXT FISCAL YEAR BEGINNING JULY FIRST. ON THE BASIS OF PLEDGES ALREADY
MADE BY A NUMBER OF GOVERNMENTS I BELIEVE THAT SUFFICIENT CONTRIBUTIONS TO THE
INTEREST SUBSIDY FUND ARE IN SIGHT TO PERMIT LENDING OF APPROXIMATELY $500
MILLION, AND I EXPECT SHORTLY TO RECOMMEND TO THE BANK'S BOARD THAT THE NEW
FACTILITY START OPERATIONS BEFORE OUR ANNUAL MEETING AT THE BEGINNING OF
SEPTEMBER. PARA AT THE DEVELOPMENT COMMITTEE MEETING I WAS PLEASED TO HEAR
YOUR REPRESENTATIVE SAY THAT THE BELGIAN GOVERNMENT WOULD EXAMINE A POSSIBLE
CONTRIBUTION TO THE INTEREST SUBSIDY FUND WITH THE UNDERSTANDING THAT THERE BE
A GENERAL PARTICIPATION OF OECD AND OPEC COUNTRIES. TAKING INTO ACCOUNT THE
CONTRIBUTIONS ALREADY PLEDGED AND THOSE WHICH THE BANK HAS BEEN GIVEN TO
UNDERSTAND WILL BE FORTHCOMING, I BELIEVE THAT THIS CONDITION WILL BE
SUBSTANTIALLY FULFILLED. ACCORDINGLY I HOPE THAT YOUR GOVERNMENT WILI NOW FEEL
ABLE TO CONFIRM ITS WILLINGNESS TO CONTRIBUTE TO THE INTEREST SUBSIDY FUND AND
GIVE US AN EARLY INDICATION OF THE SUM IT HAS IN MIND AND WHEN IT WOULD BE
ABLE TO MARKE THE FUNDS AVAILABLE. FOR YOUR INFORMATION, I AM SUGGESTING TO
THOSE COUNTRIES THAT HAVE ALREADY PLEDGED THEIR CONTRIBUT%%E%RTHAT IF POSSIBLE
THEY MAKE THE FUNDS AVAILABLE BY AUGUST 1. IF THERE IS ANY/INFORMATION THAT

YOU NEED BEFORE TAKING UP THIS REQUEST PLEASE DO NOT HESITATE TO ASK. REGARDS.

ROBERT S. MCNAMARA

NOT TO BE TRANSMITTED

AUTHORIZED BY:
NAME

DEPT.

SIGNATURE _ﬂ

{77 - CLEARANCES AND COPY DISTRIBUTION:
i R

) = |
Robert S. McNamata ce: Mr. de CGroote

REFEREN"Q_‘

/(I

SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROYE)

For Use By CornmunicaﬁonafSedion

odman/rf

’4 : =
ORIGINAL (File Copy)
ORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:




eyl

R ALY

& A

L

LON LA

i peculisner g | BuUd-RINE | poeli) | s s s T e e - =

(k1o Cohiny e 5"~

v

GGE3 Lt 06 GLOORE

.

WOPGLE 2° WOUSWEERY

%

| A0L 10 BE WVRER LY

UOBTES 2 HOHVRYEY

%06, AEED BELOKE IVEGHG b JHIZ BRUNESL BIUVEE DO MOL ENELIVAL O VK WEGVED:)
TEA WVKE D87 EMDE VAVITVETE BA VOGORL T* TN GHEBE I2 VML 'IMEOKWVLION GV
LHGYE CONAIBIES LIV HVAE VIBEVDE LPRDOED IHETE COMINTBAITOM® IEVL 1% LOA2YRLL
VEIE IO VKR IHE ROMD2 VAVIIVETE® LOF AONE TMROWAVIION® I VK SNCCERLIMG SU
GTAE 07 VI UVETA IRDICVITON OL EHE SA¥ Ti HVE IW MGWD YMD MHEM 11 MOLTD BE
YBIT I0 COMLIMG 16 MTCTIHEREZS 10 COMIVIEAID' 10 INE IATEKRED @iBeiDE ROUD VHD
SOREEVHITVITA ENTEICCED® YOCORUTMGIA T HOBE GVY AORL GOAEHWUIAL MUY 5OH EREY
[DEEBIVID MITT BE SOMINCOMINGY I BEUTEAE INVE ANTZ GOUDILION MITT HE -
CORIKTBRITONS VTBAYDX BEEDGED- VID ZH08E MHICH TN SV V2 BEEM GIAER O

V CEUEEYT BYRLICTEVITOM OL GECD Vip OBEC CORANBIIE® IVKING LUEO VCCOLWE. Julk
COMTETENTION 10 IHE TALFWERI 2ODEIDX MOMD MIZH IME ONDRE2IVMDING LHV). INEWE VE
XONE EELEPZEMLVITAY 2VA SAVE IHE BETEIVY COABKUWEML MOOID EXVHIME ¥ BOSRIEDR
SRRIEWSEE FVEY VI IHE DEAETOBWENL COWMTLIEE WEEIING I MV BIEVEED JOHENVH
I¥CIPTIA BIVEL OBEKVIIONZ BEKOEE ONF VIGANVY WEESLINC Vi JHE BECDIATHC OF
JITTION® Y I EXBECH SHOBIYZ 30 KECOMMEND 5O IEP DVME & BOVKL JHVy SHE WMEN
THIRVEL] BABPIDA LOWD VHE TH 2IGHL 10 bEMILL IIMDIMG Oh VEESOLINVAIELE $200
WVDE BE V AOEEI OL QOAEBWMARMIZ T LEDTEAY LVl SPEEICIEWL COMLKI@NIICHE TO INE
Y44 ON¥ UEXE KIZCYP LEVY BRCIMNIAG WNTE EIL" OM INE BVeTu OL BIFDCEE WIBINDA
QNELOKL® LB BVIA (Ve OKEED 10 E2LVRYIal SHE MEM EVCITIIA Ve EYHTE V& buwsiule
LYHT2® IHE BHOBOSVI EOK V INTED HIMDOM EVCIITIA DT INE BYME KUCEILED MIDECRFEYD
Y1 7HE FECIAL WEPLIHC Ok ‘IME DEAEFORMEAL CORNELINE Ok IHE DVMK VRD LHE Liib 1%

BELGINH

PEBAICE PRI Pt !

BURGERIe  (Isyex & DOOBLY 3¥357) cryze Ok sl TR -
EIMVICE WIATBIRY A WA X" Toke

Lo QT AETTE DE CEEHLA
— i — B — E - —_— A e e .,-_-- - - - - = e ds ol
ORLIBOIUE MIKE
VRO LI SETE RN L OV Y D DN ETCAN G : LTI DM
TSI LIOMYT B ARNThWERL : IS A LMY i YOE PN B i GE
]
el a0 l

DV g ARKR G L

e



T hisl, oD

Form No, 27 - [k £ At
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: DR, D. HANNES ANDROSCH DATE: T XEAHK XKKKX
FINANCE MINISTER S’/C{_Z JULY 2, 1975
VIENNA ( Telex # 11688) CLASS OF

SERVICE: TELEX

COUNTRY: AUSTRIA / /
TEXT: /
Cable No.; AT THE RECENT MEETING OF THE DEVELOPMENT COMMITTEE OF THE BANK AND THE FUND IN
PARIS, THE PROPOSAL FOR A THIRD WINDOW FACILITY IN THE BANK RECEIVED WIDESPREAD
SUPPORT. THE BANK WAS URGED TO ESTABLISH THE NEW FACILITY AS EARLY AS POSSIBLE
IN OUR NEXT FISCAL YEAR BEGINNING JULY FIRST. ON THE BASIS OF PLEDGES ALREADY
MADE BY A NUMBER OF GOVERNMENTS I BELIEVE THAT SUFFICIENT CONTRIBUTIONS TO THE
INTEREST SUBSIDY FUND ARE IN SIGHT TO PERMIT LENDING OF APPROXIMATELY $500
MILLION, AND I EXPECT SHORTLY TO RECOMMEND TO THE BANK'S BOARD THAT THE NEW
FACILITY START OPERATIONS BEFORE OUR ANNUAL MEETING AT THE BEGINNING OF
SEPTEMBER.PARA AT THE DEVELOPMENT COMMITTEE MEETING I WAS PLEASED TO HEAR YOUR
REPRESENTATIVE SAY THAT THE AUSTRIAN GOVERNMENT ACCEPTED THE THIRD WINDOW
CONCEPT IN PRINCIPLE AND THAT IT WOULD EXAMINE A POSSIBLE CONTRIBUTION TO THE
INTEREST SUBSIDY FUND WITH THE UNDERSTANDING THAT THERE BE A GENERAL PARTICIPATION
OF OECD AND OPEC COUNTRIES. TAKING INTO ACCOUNT THE CONTRIBUTIONS ALREADY PLEDGED
AND THOSE WHICH THE BANK HAS BEEN GIVEN TO UNDERSTAND WILL BE FORTHCOMING, I
BELIEVE THAT THIS CONDITION WILL BE SUBSTANTTIALLY FULFILLED. ACCORDINGLY I HOPE
THAT YOUR GOVERNMENT WILL NOW FEEL ABLE TO CONFIRM ITS WILLINGNESS TO CONTRIBUTE
TO THE INTEREST SUBSIDY FUND AND GIVE US AN EARLY INDICATION OF THE SUM IT HAS
IN MIND AND WHEN IT WOULD BE ABLE TO MAKE THE FUNDS AVAILABLE. FOR YOUR INFORMATION,
I AM SUGGESTING TO THOSE COUNTRIES THAT HAVE ALREADY PLEDGED THEIR CONTRIBUTIONS
THAT IF POSSIBLE THEY MAKE THE FUNDS AVAILABLE BY AUGUST 1. IF THERE IS ANY OTHER
INFORMATION THAT YOU NEED BEFORE TAKING UP THIS REQUEST PLEASE DO NOT HESITATE

TO ASK. REGARDS.
ROBERT S. MCNAMARA
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Mr. I.P.M. Cargill ~ July 2, 1975

Saad 8. El Fishawy

KUWAIT: "Third Window" - Action by Wationmal Assembly

I called Mr, Al-Hamad this morning to inquire about the stage
which the National Assembly approval of the ''Third Window" contribution
has reached. Al-Hamad said that the draft bill was approved by the
Council of Ministers last Sunday, June 29 and was presented to the
National Assembly, which is still in session. The Assembly is not
expected to recess before another two weeks because it is in the
middle of the budget discussions. He said that he was hopeful
that the bill would be passed by the Assembly before the end of
its current session but this, of course, could not be guaranteed.

SE1Fishawy/rh

ce: Messrs. McNamara
Knapp
Goodman
Nurick

Kochman o/r
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TO MR oI P oM1CARGILL, VICEZ-PRESIDZINT FINANCE, INTEIRNATIONAL BANK
FOR RECONSTRUCTION AND DEVELOPMENT WASHINGTON DC.

457

THE GOVEZRN OR HAS ASKED ME TO THAVK YOU FOR YOUR TELEX OF
18T AUGUST ABOUT THE ESTABLISHMENT OF AN INTERMEDIATE FINANCING
FACILITY. HE WILL AWAIT THE FURTHER INFORMATION BEING FORWARDED
BY THE SECRETARY OF THE BANK.

PRIVATE SECRETARY TO THE GOVERHOR
UNTESTED =

BANK OF ENGLAND ++

AT Nbaee SRS SN T S e SRR L R
P3E READ FIR37T LINE T7IH WORD A5 ITHAHRL
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REUR 1057

l. EYE SPOKE YESTERDAY TO FRENCH TREASURY ABOUT PROCEDURE FOR
ESTABLISHMENT OF THE THIRD WINDOW I WAS TOLD THAT FRENCH
PREFERENCE FOR A DECISION BY BOARD OF GOVERNORS VERSUS BOARD OF
“XECUTIVE DIRECTORS HAD BEEN INSPIRED BY POLITICAL RATHER THAN LEGAL
CONSIDERATIONS. THE FRENCH AUTHORITIES, AT TIME THIS PREFERENCE
WAS EXPRESSED, HAD LINKED THE FINANCING OF THE! THIRD WINDOW

TO A SATISFACTORY SOLUTION TO THE IMF GOLD ISSUE. SINCE THIS ISSUE
WAS OBVIOUSLY TO BE SETTLED BY MINISTERS, THE FRENCH THOUGHT THAT,
FOR REASON OF SYMMETRY, THE THIRD WINDOW DECISION HAD TO BE MADE
AT THE LEVEL OF MINISTERS, I.E. BY THE BOARD OF GOVERNORS.

2. IT SEEMS NOW AS THOUGH THE FRENCH WOULD EVENTUALLY AGREE

ON LOOSENING THE TECHNICAL LINK THEY HAD RECOMMENDED BETWEEN THE
RESTITUTION OF IMF GOLD TO MEMBER COUNTRIES AND THE FINANCING OF
THE THIRD WINDOW. UNDER THE CIRCUMSTANCES, THE ABOVE REASONING

HAS LOST SOME OF ITS MERITUAND I WAS TOLD THAT IT WOULD BE REVIEWED
ACCORDINGLY.

3. TODAY, THE TREASURY CALLED TO INFORM ME THAT FRANCE WAS NOW
PREPARED TO ACCEPT THAT THE DECISION FOR THE ESTABLISHMENT OF THE
THIRD WINDOW BE MADE BY OUR EXECUTIVE BOARD.

REGARDS M
RIERE > é

o S
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be LYE SPOXKE YESTERDAY T0O FRENCH TREASUXY ABOUT PROCEDURE FOR

ESTABLISHMENT OF THWE THIRD wINDOW, I WAS TOLD THAT FRENCHM

7 “QEFERENCE FOR A DECISION BY SOARD OF GOVERNORS VERSUS BOARD OF
1L\“§ulrurxvz DIRECTORS NAD REES INSPIRED BY POLITICAL RATNER THAW LEGAL
4 CONSIDERATIONS, THE FRENCH AUTHORITIES, AT TINE TNIS PREFERENCE
1§E|'u&ﬁ EAPRTSSED, KAD LINKED THE FINARCING OF THELTHIKD WikDOW

T0 & SATISFACTORY SOLUTION TO THE 1 GOLD ISSUE, SINGE THIS 1SSUE
§ 9AS CBVIDUSLY TO RE SETTLED'BY MINISTERS, THE FRENCH THOUGKT THaT,

FOR REASOR OF SYMSETHY, THE THIRD W18DUw DECISION WAD 16 2§ Medf
T g!txai LEVEL OF MINISTERS, 1.E. PY THE SOARD OF BOVERNORS,
‘oM
tp e ITJSEENS NOW AS THGUGH THE FRENCH WOULD EVENTUALLY AGREY
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; 08 LOOSENING THE TECHNICAL LINK THEY KAD RECOMMENDED DETHESR THE
kg RESTITUTION CF 1IMF QOLD TO MEMBER COUNTRIES AND THE FIKANCING OF
?% THE THIRD WISDOW, UNDER THE CIRCUMSTAMCEZ, THE ABOVE REASONING
; MAS LOST SOME OF ITS “ERITUASD I &S TOLD THAT IT WOULD BE REVIEVED
L ACCosBImaLY. |
3, TODAY, THE TREASUKY CALLED T IM#JFH ME THAY FRANCE WAS HOW
PREPARED TO ACCEAT THAT THE DECISION FOR THE ESTARLISHMENT OF THE
» THIRD WIRDOW B& MADE BY OuR EXECUTIVE BOARD, y
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