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JU{ 6 2025~

WBG ARCHIVES SecM75-756

FROM: The Secretary October 31, 1975

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



I NEI RNAI ION A t M t CNAL HANK FOR NIFRNATIONAL FINANCE
ASOC IAO FE U O N AND D1 E VLOPMEN I CORPORATION

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 additional 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.

RJG:lgf

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

Cargill
Damry
Witte



IN TERNAF IONAI D U PMENV IONAL BANK FOR INTRENATIONAL. FINANCE
ASSOCIAT ION R ECNS TRC AND F DVELOPMENT CORPORATI ON

OFFICE MEMORANDUM
TO: Files DATE: October 30, 1975

FROM: Raymond J. Goodman

SUBJECT: SPAIN: 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 contribution
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 I 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:lgf

cc: Messrs. Cargill
Diamond
Gabriel
Gaud
Hattori
Vibert
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WBG ARCHIVES
R75-212

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$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 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.

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.

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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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 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.

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.

7. 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.

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.

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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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 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 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 8-1/2%, 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 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
projects;

(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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WBG ARCHIVES R75-212

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$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 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.

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.

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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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 i.nciuding 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 loan and would

b argedonteoutstanding 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.

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.

7. 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/L4_f 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 di~shrse uickly d make.
a_ heavier call on the Subsidy Fund than those that disburse more normally

because the subsidy would become~p -yaTeTn 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 ty ical program loa of15 yearswith 4 years of grace

would use up as much subsidy as a typical project loan on the terms proposed

above) but to doso would~ seem less consistent with the concessinltary nat ure

of ~the Third Window facility. Accordingly, it is proposed to confine Third
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Window loans to the finaningofp 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.

1It is concluded that both-investment and disbursement should be in a single
7,currency and that the currency should be US 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.

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 thedattof_
notification. Contributions received after the due date for payment (the
9O~FddyfTter the Third Window becomes operative) would be discounted at
8-1/2%, the assumnled 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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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 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 iate on their loans at some future time, the Bank would
have to he conservative 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 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 maki commitments until the amounts so set aside equalled the

total estiated o 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 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

se 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
belw the Bank's standard rate, a grace period of
7 years and a final maturity of approximately 25

y.ears. 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-
8-1/2% on the balance outstanding from time to time.

Robert S. McNamara
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DARTICIPATION AGREEMENT REFERS GENERAL CONDITIONS DATE 31 JANUARY

=7rX 1969 N0 MORE RECENT DATE AND ALSO REFERS PARTICIPATION

CERTIFICATES SERIES GA WHILE HAVE SPECIMENT GB ANY DIFFERENCE

SECUNDO THIRD WINDOW PRESENT TOTAL TARGET 250 FOR 500 SUBSIDISED

LOANS AGAINST INITIAL TARGET 500 AND 1000 RESPECTIVELY RIGHT OR

WRONG STOP TERMS THREE EXCEPTIONS COULD BE REIMBURSABLE LOANS ON

SOFT RATES RIGHT OR WRONG STOP TELEX TO DAY FOR PROMISE NOTE MEHRAN

ON BOTH QUESTIONS FOR SATURDAY PLEASE BRIEF MANAGEMENT

REGARDS

LUSIGNAM
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OFFICE MEMORANDUM
TO: FILES DATE Oct ber 24 1975

FROM: Sriram Aiyer, Acting Division Chief, EMENA CPlA

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

1. On October 23, 1975, Mr. McNamara received Dr. Ahmed El Ghandour,
Egypt's Deputy Minister of Economy and Economic Cooperation. The meeting
was attended by Dr. Adly Abdel Mdguid, Economic Minister, Egyptian Ccecia

and Economic Office, New York, Mr. Adl El Garhy, Economic Counsellcr,
Egyptian Embassy, Dr. Al-Atrash, Executive Director, and the writer. This
memorandum summarizes the discussion:

2. Dr. El Ghandour expressed appreciation for Mr. McNamara's effcrts

towards development of Egypt, other countries in the Middle East and cf
LDC's in other parts of the world. He stressed Egypt's commitment to

follow the "open door" policy, evidenced in part by President Sadat's
visit to the US and other Western Countries; the need for rehabilitatl'-
and expanding infrastructure to facilitate development and the flow co
private capital and hence the draft 1976-80 Plans' emphasis on infra-
structure, even though such prcjects wculd be slower in yieldifng

returns than directly productive projects; tIc need to re:edy theo

payments; the fact that the present bureaucratic structure was c -
some to cope with the transition that Egypt was going through and t
Government was trying to create new institutions parallel with existing

ones, ultimately to replace the present set-up; and the importance of Bank
assistance in project preparation, evaluation and implementation. At
Dr. Al-Atrash's suggestion, he reminded Mr. McNamara of Egypt's interest
in having a Resident Mission in Cairo to help Egypt accomplish its develco-

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

organizational requirements to achieve the Government's objectives.

3. Mr. McNamara responded that the quarterly economic missions requested

by the Government would report to the Bank and to potential donors on pre ress

of the economy, including the Plans, and he doubted if Resident staff would

be able to do more. As for assistance on projects for Bank/IDA financin,

he felt that besides the budgetary implications, in view of the variet:

expertise required, this would be better provided fromi ashington and ta

a small resident mission would not be able to service the range of ne ds.

He suggested, however, that the Region discuss in detail the Governen

sugges tions on the possible areas of activity and fol low up the mat trU,

including any need for organizational assistance, as was prov'ided fer

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



FILES - 2 - 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.

cc: Messrs. Wapenhans, Paijmans, Dubey, Asfour (o/r), Kearns, Burmester (2

MSAiyer:hj/mh



October 24, 1975

Mr. Knapp:

Third Window

One loose end is the question of disbursenent rrangents under
IBPd)IT blends. If we follow thc IBRD/IDA precedeat, the concessionary
fimds will be disbursed first. But that would m:ake heavier call on the
Subsidy F und, and would lv inconsistent with the posit o>n o< have taken
on program loans.

Do ue intend to have any TDA/TU blnend s? If so, the rever.;ce
would apply, i.e. disbursement of the 77 loan would be delayed nitil after
the IDA credit had been fully disbursed.

Civen equal amounts of TTY loans in the two lindis of blend, a
assuming similar disbursemnut patterns, the to effects would ofet
each other. However, since these c.onditions cannot be assumed in

am inclined to think that in blend operatioas the two sources of funds
sbould be disbursed pro rata.

Vhatever we decide, a notie on this point should bc add'ed to the
Bonra c papera permad llentioned L todays i ing.

Raym2ond J. Goodrn

cc: Mr. Nurick



Mr. U. K. Ghos1al October 24, 1975

Raymond J. Goodman

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. 161. 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. fte 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?

RJG:lgf
attachment



October 24, 1975

Mr. McNamara,

Re: Uperationak Third Window

Messrs. Knapp, Nurick and I met yesterday afternoon 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.

Immediately after the meeting the three of us sat down and agreed
the changes which you will see marked on the attached d'faft.

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 operations to begin.

May I have your clearance please?

RAymond J. Goodman
ATTACHMENT
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OFFICE MEMORANDUM
TO: See Distributi DATE: October 17, 1975

FROM: Ernest Stern,3, South Asia Region

SUBJECT: Terms of Third Window Loans

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 availablejz the

third quarter. Tentative allocation figures will be available shortly.

Distribution:

Mr. Diamond, Director, ASA
Mr. van der Meer, Director, ASP

ASA Division Chiefs

Attachment
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TO: operational Vice Pre ents DA Octocer 16, 1975

FR OM: J. burk' Knapp

SUBJECT. Terms of Third indomLoan'

I would appreciate meeting with you tomorrow at 11:30 a.m.

to review the attacbed draft paper to go to the Bo rd in the near

future, setting; forth more detailed recoendtionsthan previously,

regardin the terms of Third Window Jon and the V Ous opei o

the Third Windu Subsidy Fund. Before going to the Board wih this

paper we plan to discuss it with the group of Executive Directors

representig the donor countries. in vaw of the progress being

made in putting toghecr 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 then by tomorrow afternoon.

Attachment



DRAIT 1OARD PAPER
OctoberK 15, 1975

F'ron: The President

1. Before an Third Window loans are made it is necessary to decide

the tcrms and con d ition1s of such loans andci a numlber of o thr: ' mtter

affcct-ing the opcrat'ion of the new facility. This;p meorauo puts forward

r ecommncau t i ins on thes e mat tcrs for the consi de rA tio of the I xecutive
Direct crs.

Present Status of Third Window

2. The Resolution estahlishing an Interest Subsidy Fund for the

Third 'ndow (Resolution No. adopted on July 29, 1975) pr ovicdes in

Section G that tic new facility shall become operative and the contriauti Cc's

payable, on the date when contributions or formal pwtification of intended
contributions shall have bcen received by the Bank in an amount not less

-1-r) ~a=nt Ic qulva Ct ;J01 m -lion. As of October 16, 1975 contriibutions

total Ing $50 mili lion had beei receivdci from Abu 4aai ($5 milion),

Saudi ArI.- a T UT"a"$ii if ion) , and the Netherlainds ($20 million) . Formal

not 1f icEn of their intenotion to m-ake contributions had been received

fro: C nada ($20 mi llion) a nd t he United Kingo ( 10 mi llion) hri ni ng n to
$80 cillion the total of conf irmed contriui. Pdgs o f an additional
$47 1ii1i erIi ve t hnve benade by Austratin, uenmrk. Kuaitn . Norway

Qatar and Venezu]a subject to arliamary "'prov' or o Cther "ct oo T t

is expected that the contribution of Kuwait ($20 million) will have b.en

confirimed 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 those 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 sevenyears and a final maturity of approximat 2 ears, both

somewhat longn ' ~an the average for Bank loans (22 years including 3 i 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. loans and would

be charged on the outstaading balance. Given tihe current rate of 8k% por annm.
the interest rate on Third Window loans would thus be 4½%. Tce rema-ining ' of

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



Subsidy Fund. in the ovent that the Int erest Subidy Fund should prove
insufficient to provide the full subsidy to the cnd' of the anortiAzation

period, Lhe borrower would be obligated under the loan agreement to make

up the difference in the final payment or pa ymens.

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 lons approved thereafter would become somewhat shorter;

the grace period in all cases would be 7 years.

7. 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 commitmenL charge of 3/4 of

1 perccnt.

Purposes of Third Wndow 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 tyniealy disburse in lesy hn two veps and ofter in a few months,
and projeat loans which have a typical piiSreeont "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 Pith 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 le71gto e 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.
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Currencv Used for Tnventments and Disburremants

10. The chuestion arises whether the currencies received by the Fund
should be converted and invested in one or more currencies and whether

the disbursements en Third Window loans should be made in one or more

currencies. It is concluded that both invtment and disbursement should

be in a single currency and tat the currerny should be dollars.

11. If the assets of the Fund are hl in a Mi of rrencies

differest from that correponding to di ue ' dWindow loans, te
value of the assets of the uid ray vary in r0lion to the obligation

of the Fund to pay itere on Third Window los ' Ts, the' ud 1 will

bear an exchange risk Wic coul uately led t o 0 h , 1,Ual in thc

assets of the Furd due to an unfavorablc movemwet o exhange 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 currcncies disbursed on Third Uindow loans; as a practical

matter, this is nost easily done by using only cone currncy for the

purpose. T os ot suitabe currency would be the doli lar because

(a) investmenl a p'nt greatest in

the U.S. market, which will hlip to maximize the return on the Bank's

investments; and (b) the majority of contributions to the ioterest

Subsidy Fun re likely to bie dollers.

Treatment of- Co''ntribitions

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 84V, the assumed yield on the Fundi'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 minirmum 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 intere slt htthe Fund

is likely to earn on its investments during its lifa. This could be acco:n-

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 influence the amount available for subsidy. To minimize the

risk of borrowers having to pay the full Bank interest rate on their loans
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at soma future tne, the Bank would have to be conservative in determining
the amount of Third Window commitments it could make.

14. An alternative, which would eliminate the uncertainty as to the

rate of return n the und'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 Subily

Fund in the aonmuts required to meet the Fund's obligations, From the

point of view of rhe Bank, burrowing the assets of the Subsidy Fund would

have the advantage of reducing by a corrasponding amount the funds it would

otherwise have to borrow in the capital market to finance Thir! Windoa loans.

An appropriate interest rate on the Bank's borrowings from the Subsidy Fune

would be 81%, 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 81% 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 it s interest return would be (see paragraph 14 above) and the only

remaining element of uncertainty would be variations in the rate of dis--

burseont on project loans. As the Bank proceeds to make Third Window

commiranrs, it would set aside subsidy funds inan amutidc ted t12

required by the expected disbursement pattern of each loan, and would

continue making commitments until the am.ounts 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 ik% 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. 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 a and a final maturity

of approximately 25 years. In other respects

the terms would be the samc 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 8U:% on the balance outstanding from time

to time.

RJGoodman
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OCT 15 1975 ranch

TELEX NO.248423 IBRD

INTBAFRAD WASHINGTON DC

RIIO FOLLOWING MEETING WITH MEHRAN EYE WOULD LIKE RECEIVE SOONET

LIST WITH AMOUNTS CONTRIBUTORS THIRD WINDOW AND INFORMATION WAYS

TERMS PAYMENT STOP ALSO AS REQUESTED MY TELEX THROUGH PARIS OFFICE

SENT MONDAY CLARIFICATIONS ARE NEEDED URGENTLY ON PARA TWO ANNEX

I YOUR !EM0 OFFSETTING OCTOBER TEN AS WELL AS EXAMPLES AS DETAILED

AS POSSIBLE ON HOW PARTICIPATION FORMULA WOULD APPLY PRACTICALLY

TO PAST TWO LOANS AND FORTHCOMING POSSIBLE ONES ALL THIS TO BE

CLEARED BY DEELY ADVICE GOODMAN SHOULD BE SOUGHT FORMULA SEEMS

-,O RAISE INTEREST STOP INFORM ABOVE WAPENHANS STOP SECUNDO RURAL

COOPETRATIVE C`EDIT WHEN YELLOW OUT AND WHAT IS POSITION PEGIOM ON

ORGANISATION PROPOSED IN WHITE COVER SECTIONS 403 404 405 406

REGARDS

LUSIG1NAN



INTERNATIONAL DEVELOP T INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Operational ,i ce Presidents DATE/ October 16, 1975

FROM: J. Burke/Knapp

SUBJECT: Terms of Third ndo Loans

I would appreciate meeting with you tomorrow at 11:30 a.m.

to review the attached draft paper to go to the Board in he near

future, setting forth more detailed recommendations than previously,

regarding the terms of Third Window loans and the modus operandi 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 I hope

to circulate the attached paper to them by tomorrow afternoon.

Attachment



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

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 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 31 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 loans and would

be charged on the outstanding balance. Given the current rate of 8½% per annum,

the interest rate on Third Window loans would thus be 4½%. The remaining 4% of

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



-2

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

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.

7. 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.
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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

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 84%, 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 influence the amount available for subsidy. To minimize the
risk of borrowers having to pay the full Bank interest rate on their loans
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at some future time, the Bank would have to be conservative in determining

the amount of Third Window 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 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 84%, 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 84% 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 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 44% 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. 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 interest

at 81i% on the balance outstanding from time
to time.

RJGoodman



Mr. Robert S. McNamara October 15, 1975

J. Burke Knapp

Opration of Third Window

Please find attached a draft paer to 7o to the Board, defining,

in much more detail than has been done hefore, th 1 ,roroso terms and

conditions of Third Window loans and the proeosal: for rnvesting and

operating the Third Uindow Subsidy Fund.

The proposals are based upon the principles contained in an

earlier maemorandum to you from Mr. Cargill which you approved.

It has now become a matter of urgency to put this paper first

to the donor group-/ 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

soon as possible at the level of the Executive Directors representing

the countries concerned. If vou do not want to chair such a meeting I

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. lurick,

oodman and T will be available to you if you have any questions on it.

1/ Australia, Canada, Denmak, Yuwait, Netherlands,
Oatar, Norway, Saudi Arabia, U.N. and Venezuela,.

Attachment

cc- Mr. Goodman
Mr. Nurick

A -1
j~illy 0



Ir. Robert <c'a ;ar October TS, T175
Mr. J. gur e n

Raymond J. oodman

hird Window Uite Arab EmiIrates

A caH e hist -een receved frc' the extrnt ea vi.ser to

th e Finan ce irnistry, 1bu i)ahi. an .nr. now Ens aut. ority to pay the
A co tribution of " :1 i to t:~ Thr3 "!Indo arm asi for t,

narme of our account. Assimin t t t "uzaiti contrihuio of ' riiion
is cofir1 sh ortly, this ;ives s is T Allion w- need t r in V
Third indow operative.

I am informing Mr. Cargil1.

cc: Mr. Adler

>r. ::rici
other

RJ(oodan/plc
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WORLD BANK / INTFRNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
TO: Files DATE. October 15, 1975

FROM: Masaya Hattor

SUBJECT: Conversation with Mr. Bruce Cheek

1. Mr. Cheek said both the Australian Treasury and Aid people told
him the parliamentary crisis is quite 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).

3. 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).

4. 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: OCTOBE 1 1975
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 cc: Mr. Chang
Mr. Christoffersen

DEPT. Office of

SIGNATURE - 11
(SIGNATUR OF IN IVIDUAL A jj0i1ZED To APPROVE)

REFERENCE: RJGoodman/p C For Use By Communications Section

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:



- l k-



INTERNATIONAL DEVELOP 'T INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 7

OFFICE MEMORANDUM
TO: Mr. I. P. M. 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 suggestions 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 placino 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.



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT ORPORATION

OFFICE MEMORANDUM
TO: Files DATE: October 14, 1975

FROM: Raymond J. Goodmantj(

SUBJECT: Third Window - Switz rland

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/plc



INIERNA TIONAL DEVEL OPM' NT INFERNATIONAL BANK FOR INTERNAIIONAL FINANCE
ASSOCATION i RECONSTRIUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Messrs. Rober McNamara and J. Burke Knapp DATE: October 14, 1975

FROM: Raymond J. Goodman

SUBJECT: 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
Nur ick

Rotberg

RJGo odman/rf



Messrs. Robert S. McNamara and J. Burke Knapp 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/rf



WORLL NK / INTERNATIONAL FINANCE CORPORAItK

OFFICE MEMORANDUM
TO: Mr. J. Burke Knapp DATE: September 26, 1975

FROM: John H. Adler, Director, P & B

SUBJECT: 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 IDA 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 projectsa totall ing $491 mill ion 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.

2. 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 million to $18.0 million with the slipping

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

f inanC ing (Ie have not compensa ted tor th i s reduc t ion hecaise of the relr i.iv

large IDA increase approved for Egypt).

3. Of the 21 Third Window projects proposed, 11 are in the currently

approved IBRD program, and 8 are in the IDA program. Two projects, Kenya -

Tourism and Pakistan - Urbanization have been added. All projects with Third

Window funds are scheduied after November 1 except for Mauritius - DFC schedulKec

for October 21.

4. We should keep in mind that we now have "commitments" for $125 mill ior,

in Third Window contributions. This amount would imply Third Window loans of

about $600 million. I 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'' proiects

involving Third Window funds. We have counted the 6 IBRD/Third Window

"blends" as IBRD projects and the i IDA/Third Window "blends'' as Third ,,incok.

projects in line with the previously established convention of countinq

IBRD/IDA "blends" as IBRD projects.

Attachment

cc: Mr. Cargill/Mr. Goodman

WWLewi s:ajw
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Mr. J. Burke Knapp September 25, 1976

S. Shahid Hlusain

Propsed Eastern Africa FY76 Lending with and without Third Window

V
1. Attached is a table 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 columns, the RVP's approved FY76 Lending

Program without the Third Window, includes the decisions made in our August

25th meeting on the Region'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 columns show my Third Window proposals.

2. In the final column 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: Eastern Africa Department Directors, Assistant Directors, Div. Chiefs,

Field Offices and Administrative Assistants.

Messrs. J. H. Adler, Bowron, Dosik, Hablutzel and Roeloffs

REBarry:tv
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SUBJECT: Third Window

Mr. McNamara has approved the recommendations put forward in the
memorandum dated August 27, 1975 addressed to him by Mr. Cargill.
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Broches
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Gabriel
Rotberg
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OFFICE MEMORANDUM
TO: Files DANTE: September 10, 1975

FROM: Gedion B. Nkojo, Loan Officer, EA2DB

SUBJECT: Annual Meetings in Washington (September 1-5, 1975)
Meeting with Zambia Delegation

1. The Permanent Secretary of the Ministry of Finance 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 operations in

Zambia as detailed below.

Agricultural and Rural Sector Survey

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 Pelegation expected these studies to commence soon. In answer

to Mr. Wiehen's query as to whether interconnecting Cabora Bassa had been con-
sidered, the Delegat*ion said that they had not yet 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 30% tariff increase would suffice (the Bank has proposed a 40% tariff
increase). He further infornied the meeting that the Government had agreed
that ZESCO should be capitalized and expected to complete the process during
the next sitting of Parliament in December.

Next Urban Project

5. 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:
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(a) shift the project from Lusaka to rural towns like%,Ndola, Kitwe, Kapiri,
Mposhi and Mpika where houses were most needed; (b) change the structure

of houses and plot sizes; and (c) 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

8. Work on the first engine, scheduled 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 contractors, however, now were working well.

Mr. Wiehen requested that the Bank be kept informed of progress.

Education Projects

9. In connect-ion 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 
Delegation.

Second Industrial Forestry Project

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

Government 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 commissioned. 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 be 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 doubtful 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 slarge subsidy areas involving K25
and K32 million respectively. In regard 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 have 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 Government
to announce the prices this month.

Basic Economic Mission Report

17. 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

GBNkojo:si
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September 16, 1975

Dear Mr. Ientsch:

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 thite 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 iishing to make a contribution are requested to
give the Bank formal notification as soon as possible. A sngested form
of notification is attached for you r convenience.

Pursuant to Section G of the Resolution a total oif UTS$ 100 million

equivalent in contributions or formal notifications of contributions is

required to make the Subsidy Fund effective. So far contributions amount-
ing to IS$75 Million have been made or formally confirmed. Further contrib ui
tions amounting to about US47 million equivalent, not including that of

Switzerland, have been pledged subject to Parliamentarv 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 andI 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 Switzerlan wiould ,ay 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 iade on the basis that contributions to the Sub sidy TInd would

be made immediately available and that the earnings on the investment of

these contributions would be part of the Fund's resources. Payrent of a
contribution over a period as long as eight years would materially reduce

its value. Discounted at S-1/47, the assumedr rate of earnings on the Fund's
investments, would give a present value for SFY'15 million pai in annual

installments over eight years of SFll.6 million. I hope th-refore that
your Government will see its way to shortening substantially twe priod

over which its contribution IS to be aid in.

Please let me know if you have any other questions.

Sincerely yours,

Raymond J. Goodman
Director

Financial Policy
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, Idler, Hattori
RJGoodman/rf
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FROM: A., Edward Elmendorf, Loan Officer, EMENA C0P11

SUBJECT: TUNISIA - Annual Meetings Discussios

1. Mr. Bart met with Minister of Plur La Govcno
Ministry of Finance Secretary General (and 1LRD Alternate Governor) Sfar,
Mr. Fakhfakh (of BDET) and the other members of the Tunisian delegation to the
Annual Meetings on September 2. Messrs. Haynas, Schulte, Sekse, Merat, Laporte
and Elmendorf were also present. The meeting was characterized by an atmosphere
of mutual confidence.

I1ighways II

2. 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 elymined
hot drpw wftot Kon to the problem of ceilinge on cur landing to Tunisia.

Agricultura Credit II

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

4. 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 informd 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 program now
provide for a loan of $28.2million that would complete the necessary
financing.

2/ No such meetino was he.A



WaterMaster Pln for Northern Tunisia

6. The Minister summarized a financing plan for the project as follows:

Source. TD) Millin

Tunisian Government 35
. BRD 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 not correspond with our projected dac of Juns) and hoped LhaL iA
could provide the basis for a second Bank urban project. le 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 year. Mr. Bart assured the
Minister of our interest in a possible rural roads project and referred to our
mission on this project schedufec frET e tis 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 wap agreed
that a separate meeting with IFC staff would be held on the subject.F

_1/ See Mr. Storch's memorandum to Mr. Sekse dated September 8.
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10. In response to Mr, Bart's observations, the Minister agreed to look
into the possibility of releasing Tunisia's 9A capital subscription on a
convertible basis rather than in non-convertible dinars, as foreseen in the
Ministry of Planning's recent letter.

Third Window

11. At the end of the discussion, the Minister expressed' the strong hope
that Tunisia could have a Third Window project, mentioning the ruralroads
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 Grcp 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.

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
ULL WULk pLutram and metLioned 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:hc

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 0
TO: FILES DATE Sept ri2,l1 7

FROM: Deane N. Jordan, Loan Officer, EA2DB

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

1. 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,
r", Morse, and Messrs, Abdulai and Thahane (Executive Directors' office).

2. The following topics were discussed:

A. Mining Developments:

1) 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 problems

with the surface treatment plant. The companies, however,
had argued that the technical problems were proving to be

intractable and that before the solutions to these problems

were known, it would be difficult to delineate a financial

package that would address the question of sharing of benefits.

The Chairman suggested that the .Government's bargaining power

would likely be greater if the negotiations 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 alternative

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
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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.

ii) 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.

O
iii) 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 Government mission that attempted to solicit

interest from various mining companies felt that Gulf Re-

sources and KerrMcGee were the most likely prospects. The

Chairman mentioned 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.

iv) 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.

v) Coal Deposits

The Delegation noted that some prospecting licenses had

been granted but that no developments were planned during

the next five years.



FILES - 3 - September 12, 1975

B. 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 Chairman 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 additional
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) would be 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.

cc: Mr., Thahane, Alt, E.D.

cc: Messrs. Husain
Wiehen
Boucher
Cash
Creyke
Erkmen
Hornstein
Maane
Maubouch'e
Morse
Reese

DNJordan:vms
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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$12 million
approximately. Of these pledges $75 million can be considered firmly
committed, namely the contributions of Saudi Arabia ($25 million - already
received), Canada ($20 million), Netherlands ($20 million) and TT.. ($10
million). This leaves another $25 million which needs to be confirmed in
order to reach the required level of $100 million.

Kuwait's pledge of $20 million and Venezuela's pledge of $10 million
are the only substantial ones not yet confirmed. The others (Qatar,
Australia, Denmark and Norway) are all of $5 million or less. It is thus
not possible to reach the $100 million without Kuwait, unless all the other
contributions - amounting to $27 million - are confirmed. This is improbable
because of difficulties which prevent Norway and Denmark from comitting
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 countries with very limited lending
programs, this would be particularly unfortunate. Early action by Yuwait
would avert this difficulty.

In addition to the countries that have already pledged contributions,
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 settled 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
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ASSO('t ATI N RE(ONSTRUCTION ANFD DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: September 9, 1975

FROM: Raymond J. Goodman ,

SUBJECT: 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 Oil 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 Secretaryt 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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Raymond J. Goodman

Third Window: Visit of Swiss Representative

Mr. hentsch, Secretary of the Washington Fabassy, called on me
yesterday. After enquiring and being informed about the status of the
Third Window, he said that a Bill authorizing contributions of <UF 25
million in total to the Third Window and the IMF oil Facility Subsi4y
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 prants; SWF 15 million (ca. $5.6 rillion) for Third Window
and SIF 10 million for the Oil 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 pament 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 Wind'ow 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 jelayed instalments) were expected to pay the whole imount with-
in 90 days of the effective date.

Mr. Hentsch said that the 3-year period was a preliminary idea of
the Foreign Office and he would see if it could not be shortened. 7e 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 ith a suggested
form of reply.

cc: Messrs. Car:l i
G~abriel

Nurick /Fontein
7chulrann
Kattori

RJGo od1man/
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.INTERNATIONAL DEVELOF 'T INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: September 4, 1975

FROM: Joe Wood, & B

SUBJECT: Informal Meeting of Third Window Contributors

1. On Mr. Cargill's initiative, 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. Lovold), United Kingdom (Mr. Deare) and

Venezuela (Mr. Gavidia). Messrs. Cargill, Adler, Goodman, Gabriel and
Wood attended for the Bank.

Status of Contributions

2. 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 4th).

3. Australia's contribution was subject to parliamentary approval,

which was expected in October or November. Mr. Posthumus said the

NetherlandA 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

4. 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 copid lead to "presentational" difficulties

and invite criticism from those who view the Third Window as a bit of

financial ginnickry by the Bank. It 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 Italy 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 Iran. In fact, Iran 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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2/9/75

FOR THE SECRETARY, MR P N DAMRY

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 TO

PAY TO THE FEDERAL RESERVE BANK OF NEWYORK (FOREIGN DEPARTMENT)

FOR CREDIT TO IBRO ACCOUNT ISF US DLRS 25 MIO. THIS REPRESENTS

THE CONTRIBUTION OF THE GOVERNMENT OF SAUDI ARABIA IN ACCORDANCE

WITH THE TERMS OF THE SAID RESOLUTION.

KHALID M ALGOSAIBI

VICE GOVERNOR

SAMA JEDDAH
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August 29, 1975

NOTE ON STATUS OF THIRD WINDOW FOR INCLUSION IN MR. MCNAMARA'S STATEMENT

TO 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

establish the Third Window. A Resolution was adopted sett4rg-up an

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

June meeting. The Resolution is open for signat-r-- by Governments and

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

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

far nine governments have pledged contributions in the amount of $117 million

subject in most cases to formal approval by legislatures. I -epet that the

necessary formalities will be completed within the next few weeks and that

the Third Window may be opened in the month of October. 1$ 11T million the

Subsidy Fund would permit Third Window loans of $515-540 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

n 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 required to subsidize $1 billion of Third Window loans, the very
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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.



TELEPHONE
01"601 4444 BANK OF ENGLAND

LONDON EC2R 8AH1

28th August 1975.

1j3

International Bank for Re construction
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 to U.S.$10 inn.

in accordance with the terms of that Resolution.

The Secretary,
International Bank for Reconstruction

and Development
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T.P.M. Cargil

Third Window

Follofing is a suimnary st-t--ent of matters that rentuire your
confirmation or decision in connection witl the operatior of the Third
Window. It reflects a consensus reached this morning at iottri attendec
by 'es rs. knapp. Broches , ri1, ';ooh an, ittmar, "uri and ,ysel.

Term~s of 7! L~o-ns

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

To ensure equal treatment of borrowers in thie event of a
shortfall all 17 loans will have the same final payment
date.

Calls on the Subsidy Fund for particular loans will never--
the-less vary, dependin on the rate of disburserent (the
quicker the disbTrsee nt, the earlier interest becores
payable and therefore the greater the total amount of
interest and subsidy payments). It would be por-ible to
take these differences ito account in deterrinl- te
final pyment in each case, but it would be ii-per to
ignore them and that is what is recommended.

Because of the concessional interest rito, T7 loans will be
made to Governments. Miere the beneficiary is a non-govern-
ment entity, the "t-o step' procedure under IPA credits will
be used, with th beneficiary nornally paying interest at
thte standard IBRD rate. loan for an industrial project
will be on-lent at a igh rate.

QuickDistursin Loans

Because of the much heavier subsidy that would b1-e required in the
case of program and other quick disbursing loans, it is recommenied that
such loans not be made u r the Third T indow. Te UK Governme nt, whic
ha repeatedly urged the liberal use of Third "indo for program lern ing,
will need to be orsuadd to go along with this recommendation. It can
he Pointed out that fi nancin; such loans would result in inequities amorg
borro- ing countries or alternatively would require that ieans be adopted
of equlizing th claims of progira - project loans on the Sbsiy Fund,
For exampe slort imi the grac period to four years and the final
maturity to I5 ye-rs would result in the saie amount of subsidy as a loan
of the same size on standard TW terms. Or an amount of subsidly could be
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calculated for eah program 1oan as i f the dib unrseent rate were similar
to that of a project lIoan, and the obi ation of tho ebsidy~m 1u lirited

to tat Touti - th is woul Pe- that the usy wl cas' e after out
tihe Wtt year Aeithr of these stions wl s apopriate for a
soft-oan facTlity It coul alo an-' poi ot that any additional
prograr tlendin that may he justified can e iced fror the ex tra I A

oa u that will b releas by t openi'gg of te Thir inoW

In the calculatio of the scale of cotribution reqired to sbi
diz I1 bilion of Thir Window lion It was assure that le of the would:
be groran loans~ and the rest for projects. Eliinating proram loan wul
stretch the contributions someowhat fuirther than was; assumed in the~ e::ercise.

Thsthe $117 illion prsenty plege would permi t W5h nil lion of Thitrd

Winow loans rather than 513 mllion.

Cuirrency of invet:>ent flsusen and remyvnne~

To avoid possile' loes to the subsidy iu'2du to exchan rate
fluctutions it ould be advisable tha al ol investrerts he made in dol r-

an hat the currency useod for disbursemnt (and thus reaynent) M th
dollar. A~lthough not requIired by tM# terms~ of the cRelution, it wonid be

adis'table to get te'! agreeo'ert of~ the contribu"tors to this.

It flloow tha all contribuions to th rund, whether in~ cash or
in th foorm of the concesioal (grant) elmn oflwitretlast

the an, Ci Ie value n dol lar.

Treatment of otiuin

trof L tr wee Cini dtwttor. (onrietron recIe2

afer to ciu dite for paymient (t^ e ai ietiet" day af ter the o ,i ttI
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Mr. Robert S. McNamara 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 pavent to the

Subsidy Fund. The latter arrang'ement 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, an A market risIks in the event

securities had to be liquidated at a loss.

We recommend that tits proposal (th t the Bank borrow the -T contri-

butions and repay them over 25 years at f-1/P< on outstanding amounts of

principal and interest) be put to the contributors; the Toard would in any

case have to approve the arrangement as it involves a borrowing. An interest

rate of 8-1/4;, as assumied 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 Admnistrator is ohiged to consult

the contributors about the eligibility of countries to borrow iinder the TW.

These consultations should therefore take place as early as possible after

the Kesolution 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 Fxecutive Directors

to represent them in the consultations. if so, a meeting could to called at

short notice.

Apart from the matter of eligibility, it has been sugeste 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).

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

RJGoodman/rf



INIERNAIONAL DEVE L-P INTERNATIONAL BANK FuR NTERNATIONAI. FINANCE
ASS OCIAI ION RC ONSTRUCTION AN P D FVE MNT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamar DATE: August 27, 1975

FROM: I.P.M. Cargill

SUBJECT: 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 8-1/2%
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 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 and 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 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.

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 dollars.

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 Resolution 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 (25% 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 proposal (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 8-1/4%, 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;
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).

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

RJGoodman/rf
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR - INTERNATIONAL FINANCE
ASSOCIATI ON RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Messrs. J. Burke Knapp and DATE: August , 1975

I.P.M. Cargill

FROM: Raymond J. Goodman

SUBJECT: Third Window

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 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 8-1/2% if and when the Subsidy Fund

is exhausted. Standard commitment fee.

To 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 incline to the former because it is simpler.

Because of the concessional 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 projecti
would also carry the usual guarantee fee.

Quick Disbursing Loans

It 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 subsidy will in any case vary significantly

according to the rate of disbursement. We are here considering gross dif'fe-

rences between quick-disbursing loans and project loans with an average dis-

bursement period of 7-8 years. DFC-type loans are intermediate between program

and typical project loans.
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(a) To impose harder 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.

(c) 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 wbuld 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).

It should be noted that any method of eliminating gross variations
in the amount of subsidy required for different types of loans avoids the
problem of rationing program or other quick disbursing loans. In the
calculation of the scale of contributions required to subsidize $1 billion

of Third Window loans it was assumed that 10% of them would be program loans
and the rest for projects. Adopting one of the above alternatives would
stretch the contributions somewhat further than was assumed in that exercise.
Thus the $117 million presently pledged would permit $538 million of Third

Window loans rather than $513 million.

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
proviled 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 leans 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
minimum 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

semi-annually in the form of new bonds carrying the same interest rate. The
Administrator would have the right to redeem any -bonds at par at any time

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

liquidated 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

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.

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.



INTERNAT10ONAL DEVELOPMENT INTERNATIONAL BANK FOR INTE RNA1 IONAL FNANCE
ADSZcIAT!ON RECoNSTRUCTION AND DEVELOPMENT COREOPATION

OFFICE MEMORANDUM 4 gJz

TO: Mr. J. Burke Knapp DATE: August 2b, 1975 

FROM: Roger Chaufournier

SUBJECT: FY76 Lending

1. 1 ami attaching three tables setting out my response to yo request
for an allrocation of IDA and Third Window resources. I am somewhat uncer tain
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 3.5, 36 and 41 Board presentations respectively.

2. If the allocation is po 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 $90 million, should enable
us to make at least one additional Board presentation either by freeing KYDA
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 Region
is being given additional IDA ($218 million 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 you have already approved (eg Cameroon Highway
Supplement, Togo Rural Development, Cameroon Port ad Congo Railway). In each
case we would plan to make a detailed prevsal to you. We have, however,
included the increased u here so that you can take these likely claims
into account in mai,.Jng Lhe Bank-wide allocation.

Attachments

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

SDenning:cd



WESTERN AFRICA REGION Table I

FY76 Lending
Without Third Window FY76 Lending With Third Window

No. of

$ million Projects $ million No. of Projects

IBRD IDA IBRD IDA IBR1D TW IDA IBRD TW IDA

CAMEROON Education 14 14

Port 35 35

DFC 3 3

Road Suppl. 13 1 2 .13

48 17 13 35 17 - 1 2

C.A.R. Education Suppl. 1 - - - - I -

CHAD Polders 5 5

Sat. Der. Suppl. 8 8

13 - 1 - - 13 - - 1

CONGO Rail 38 1 - 38 1

DAHOMEY Cotton 6 6

Road Suppl. 10 - 1 10

16 16 - - 1

EQ. GUINEA - - -

GABlON - -

GAMBIA Tourism 4 4

GHANA Cocoa 11l
Highway 25 25

DFC 10 10

Rural Dev't 11 10 1 10

60 10 4 - 35 25 10 3 1

GUINEA Highways 14 - 1 - - 14 - - 1

IVORY COAST Hi ghways 43 43

SSE 5.6 5.6

BIDI 8 8
Rice 10 10

66.6 - 4 - 56.6 10 - 3 1 -

L1BLRIA Ilighwavs 27.5 27.5

Power 1.8 1.8

Lofa 6
29.3 6 2 1 29.3 6 2 - 1

MALI Cotton 15
Highways 10

25 - 2 30 - - 2

MLAURITANIA Port 8 - 1 8 - -

NIGER Marad1 10 10

Highways 12 12

22 - 2 22 - - 2

NIGERIA Rubber 14 14

Kano 40 40

SSI 30 30
84 3 - . 4 3 - -

SENEGAL Livestock 4.5 4.5

Terres Neuves 2 2

Highways iII 14.5 14

Highways IV 7 7.5

21.5 6.5 2 2 - 21.5 6.5 - 2 2

SIERRA LEONE Education 7.3 - 1 7.3 - - 1

TOGO CIMAO 60 60

Rural Dev't 9 9
60 9 1 -1 60 - 9 1 1

UPPER VOLTA RDF 10 - 1 10 1

TOTAL 35 projects 407.4 168.8 18 17
UPPER VOLTA Hiahwavs 25 25

TOTAL 36 projects 315.9 91.5 198.8 13 5 18

CHAD RDF 8 8
GAMBIA Rural Dev't 4 4

IVORY COAST Rural Water 10 10

LIBERIA Education 5 5
CHANA Program Loan 20 20

TOTAL 41 Projects 437.4 210.8 20 21 335.9 101.5 215.8 14 6 21

WAN/PC
8/20/75



Table II
Western Africa Region

Regional Lending Program
Without Third Window

RLP with RLP with
35 projects 41 projects

IBERD IDA IBRD IDA

Cameroon 48 17 48 17

CAR 1 1

Chad 13 21

Congo 38 38

Dahomey 16 16

Equatorial Guinea

Gabon

Gambia 4

Ghana 60 10 80 10

Guinea 14 14

Ivory Coast 66.6 76.6

Liberia 29.3 6 29.3 11

Mali 25 25

Mauritania 8 8

Niger 22 22

Nigeria 84 84

Senegal 21.5 6.5 21.5 6.5

Sierra Leone . 7.3 7.3

Togo 60 9 6o 9

Upper Volta 10 35

407.4 168.8 . 437.4 210.8

Number of projects 18 17 20 21

A. -age loan/ credit size 22.6 9.9 - 21.8 10.0

WAN/PC 8/20/75



Table III

Western Africa Region
Regional Lending Program

With Third Window

RLP with RLP with
36 projects 41 projects

1BRD TW IDA TBRD T1 IDA

Cameroon 13 35 17 13 35 17

CAR -l 1

Chad 13 21

Congo 38 38

Dahomey 16 16

Equatorial Guinea

Gabon

Gambia 4 8

Ghana 35 25 10 55 25 10

Guinea 14 l4

Ivory Coast 56.6 10 56.6 20

Liberia 29.3 6 29.3 11

Mali 30 30

Mauritania 8 8

Niger - 22 22

Nigeria 84 84

Senegal 21.5 6.5 21.5 6.5

Sierra Leone 7.3 7.3

Togo 60 9 6o 9

Upper Volta 35 35

315.9 91.5 198.8 335.9 101.5 215.8

Number of projects 13 5 17 14 6 21

Average loan/ 23.9 18.3 11.7 24.0 16.9 10.2
credit size

WAN/PC 8/20/75
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!r. a. hurke ,napp ugust 18, 1975
Throuh: kr. F. Svorn, Actin" Vco PTetn. iPS

wahbub Wl Me, !tre e or, PPRP

A AlenofTir goow end Reioain fi n

t. r. Adler's pr'opoal on ts ubject, made in his !er"!u t
on. '"'=ara of July 23, provid< a useful bais f'I r dicungton and incier
the prop>1als we had are to you earlier this yar on the allocation of

71t i indow funes. Gur preeno vuggestiona for .odificatio of 1i-
propoala do not, FoC th nor part, involvt lrg aIour *, but they rfOe
certain nerl policy conuierstions which we or lieve are iport:.c, Since

we ar urrently in thc process of an overall analysis of the alloation
criern i pici in the 1975-79 LenSin prosm uhk, we ep o co-pete

by .iP-Aeptemor, w have usen or preliminary rsults as a basin of coents

n r . A t' pr psal

2. 1 shouhi alo like to calI your Attention to Mr. Aler's ra-
or~ of August 12, prticularly patas. 6 and 7. These sem to dify ene'

pvious exercise considerably. it would have been far better it there had
a some n itiI consultation by PF& so that it woule ame been nnecesary

change allocation figures and instructions within two weks of each other,
71nce this cn only lead to confunion.

Sefore ::iving our decaiLeo vue ,tionn, I wou like t ke th
ener poi 1-

a) For te 13RD program, v art uneasy about h V I E
approach used by p& pn a starting point for adjunWig
for overprograming. e need a msore careful review of

ndIvidnal country reeuire ts, including project
readi e oroer, while we iton gly *upport he view
that the eAional offices should be primarily responaiNe
for , 1D priorit es within the eiion, some central
reviex vill still be resulred to make decion about
inter gional prioricies,

b) oe svggest that smll Ieserve funda be maintined for
the Third dindo: and WN, at least uncil 7arch 1976, to
deal with crisis iwartions which, as we have seen in the
past, often reonire a quick response. These include
natural dinasters, unpectedv eNport Aortfall, e>cpccted
shift in the international sicuation iuch as in thn Aiddle
East, etc. The aire of such fundn should perhaps be put
at 0 oil lion for IUA and $29 nillion for Third indov.

c) In Para. 11 of Mr. Adler's mnoranoum of July 28, he sug-
gests gaiwelines for th, identification of Third 'indow
projectoS. Exce for the secord (b), which deals with
getting projet t to the oaard, we do not understand the

rationale for the criteria prpo ed. There would seem to
be no justification for keeping blend projects involving
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Thir1d indow fun to a minim, provided the project is
aditi£onal. Th isa no bnis for restriting &t
pro 'ets to he eer social tectors in SPD-T countries

ndin the titio tors in -T countrie . The
Tri was developed an jutstifie on the grounds that

ddttoIa c-pital was reroulrd on ters appropriate to
the current ord conomi iution. Te d nor have
no 1reo rst I peca tins and certainly it mALk s a
siconomic seeto esablieb any. The selectionof projects
-n ,K ch ountry hol contiue o be u dd by the
development ntrate y v wi;h to support in that particular
country and not by the different sources of our finance,

) In respect of he chir i iot allocations, which we
originally proposed In our 1 f March 1 ,975 a

hich are coporae d inlr,A Alers emowe now
believ tha creditrthinsscosieation (and he
nuality othe iB>prtfoli) hould be refited a

at ran thy re i h rig l

4, Our apecific sugg stious are guided by one or more of the gereral
cnI r dons mentioned above. ce recomsend that:

a) a 4 hd kindow be eliminated for Solivia arnd Congo -
two small coutries wicb have good oil resources, and
already high level; of per capita grant cuivalcts~i

b)The allocations to several othr small countirie be held
othe proporious thst a recornenda Ln the waorandumi
f arch. a, rather than rounding,them up o 6 mllion

ormre, na proposed in Mr. Adler's merndum. This
woue lead to reuctionf by 2 or $3 million in th

ounts recme for The ambiam , , a a

c) The Third t ndow allocation proposefo Tanzania b
reduck by .0 million to be copensat by a M million

increase in the I-A programbecaus of he country';
erious long-term creditworthinen problems.

4) The -125 million Thin 1indoa allocation for India proposed
by P&B be reduced to 3100 milion. This T' amount would

be used to replace eutirely the $100 million IRI alloca-
tion recuested by th Ion in the latest draft CFP for
FY76. At the present time we agree with the Region that
a somewat more pe siistic view should be taken of India's
long-term cedi worthiness £or saklending, and the lV
allocation Vould ease the det burden wile further con-
sideratlon is bei given continued lending.



e) Peakista, a prop zalo incres the 0A

allocations wa rece, t cted by Mr. tc amara

an performance ground-. in cooparison with

1r. Adler's prIpos, this Would Mean 32 million

les for ste country.

For Egypt, we support -, pruposals for Third 1indow

and IDA, but would suggest thaL the ISRD prograa

be reduced because of doubts about the country's
creciitworthiness.

g) Instead of increasing proportionately the 1A

a! locations, as proposced i Mr.Adler'sxmet. We -Ould

-uggest holdin IDA at it presently programmed

level for at and et Africa (xcept annania) nd

leave the currently underprogra 4 amount of 61

million as a re erve fund Sor th time being.

h) For Kenya, Korea, Thailand and the Philippines, we

propose increases in Third indo allocations on the

grounds that al four have had good crformance and

relatively oo creditorthiness, bu relatively low

grant elements in their present programs as wel as

iebt ervice burdns,

1) There are at Iat wo countries in the Middle East

(jordan and byri ) where our program options have been

limited so far because of the political itnuation pr-

vailing in the region. If this situstio change- or

the better, we should be prepared to ten soe Thir

Tindoa funds. The proposed reserve of $10 sillion will

acilitate such an v1 loation late in FY76.

5. The changes resulting from our recoendations are su

in teattached table.

Aacmnac L

c r. McNOmara Mr. J. Adler, P&B

Mr. Chernick (o/r)

JAEdelman/J~hter/MHaa jet
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A._ Th'1ird -0irniow

Red( -ti o~ P & B D P S Dif EErce

Bolivia 6 -6.0

Congo 5 - -5.0
Grobia 5 2.5 --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

India 125 100.0 -25.0

Subtotal 187 132.0 -55.0

Increases

Kenya 25.0 30.0 5.0
El Salvador 5.0 10.0 5.0
Kore- a 25.0 35.0 10.0
Philippines 25.0 35.0 10.0
Thailand 25.0 30.0 5.0
Reserve Fund -- 23.0 20.0

Subtotal 105.0 160.0 55.0

B. I DA

Reduction

Total Eastern Africa 269 249 -20

Total Western Africa 172 163 -9
Pakis tan 113 81 -32

Subtotal 554 493 -61

Increases

Reserve Fund - 61 61



IMPERIAL EMBASSY OF IRAN

WASHINGTON, D. C. 20008

August, 1975

Dear Mr. Mcl\arara:

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

Dear Mr. McNamara:

I 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.

I like your proposal very much
and I believe that it will fill a vital need
for supplying urgently required funds to
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the poorer countries of the third
world. Concerning my country's
participation in this new World Bank
facility, I will be able to answer you
in this regard on the first of October.

I appreciate very much the
cordial sentiments which you have
expressed with regard to I ran and I
send you my best wishes.

Mohammad Reza Pahlavi

May I 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 S. El Fishawy

ABU DHABI: Contribution to "Third Window" Subsidy Fund

Please find attached the translation 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.

cc: Messrs. J.H. Adler
Goodman
Hattori
Kochman
Burmester

SElFishawy/rh
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His Excellency, The Honorable Brother Washington, D.C., August 13, 1975

Sheikh Ahmad Khalif a Al-Sweidi
Minister of Foreign Affairs
The Palace of the Ruler
Abu Dhabi, United Arab Emirates

Greetings, warm wishes 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.

, 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 "

Norway 4

Qatar 5
Saudi Arabia 25 "

United Kingdom 10 "

Venezuela 10 "

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.
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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%, 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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B TW IDA Total
(i) P&B Proposal (FY76) 4 Mn.: 1.0 I. .5 6.

(ii) Comment on Base Figure: None

(iii) Consequeneos of P&B Proposal:

* IAL allocation reduce d altaough country barely above IDA cut-off point.

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

* Country needs large amount of assistance (justified by economic
performance) and soft blend to ease short- ana medium-term liquidity.

e Over past six months, project performance and disbursements improved
significantly, i.e., large amounts needed could effectively be
absorbed.

* High level management commitment for at least $227 million, requiring
programming for about $2 6 5 million.

(iv) hegional Counterproposals

* Increase total allocation to $c65 million to meet needs.

* Raise IDA allocation to original 4 65 million (i.e., grant element
37.4%) or raise TW to i6d.5 million (i.e., grant alement 34.6%).

* Allow processi of two additional projects -- Upper tgypt II and
Wire Rod

(v) Conclusion

SNeed more funds and softar bland by reastoring full ID)A allocation or
increasing TW in lieu of IDA reduction.

* Could deliver two additional projects.

EMENA CPIA
August 12, 1975

Df Although IPD staff feel Wire Rod Kill can be quickly appraised, Division
Chief feels this is not possible because of other projects on queue and
since latest data not forwarded from Cairo (although available).



(i) P&B Propodaal: $ ".7 million IDA

(ii) Comment on Base igure: iiouL be $21.5 million.
.1 i ocieLda iWater 6upply and Saweraga

Credit prdsenta in k175 on special considoara-
tions -- an agemjnt comatitmont to Government
ana ui oreen sIiLippages and availability oi
I. Iund. ao, ~anagemnt nas already agreed
to provida uditional 5.5 million for Tihama
overruns.

(iii) Consequences of P&B Proposal:

o Would only allow processing of one project compared with three ($27.1
million)in FY75 .

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

o At no point in iY75 was it mantionea tnat iY76 programs would be
reduced in lieu of thiru aperation in f1.

o At Government's request for TW funds in -Y76, Mr. Schamara indicated
YAR was likely to receive incraseai LIa £unds instead.

o A sharp r duction irom $:7.1 million in E17M to wd.7 million in iY/6,
iollowing ar. ilicuiaara's visit would adversaly allct country relation-
snips; also irab contributors to interest subsidy lund would complain.

o UAI s role in AR has been nighly signilicant in tarms of macroaconomic
advice, technical assistance (project and non-project) and in aid
coordination including that througu projects cofinancau by others. A
program allowing for only one proj act would adwrsely all ct all this.

o One Y76 proj ct (1,ducation 11) aas alreaug been appraised; a second
(Agro/Industries) is being preappraised now for appraisal in Uctober;
we have told the Government and Kuwait Fund that we will colinance tha
Tinama ovarrun; the Government, Kuwait Fund and UK ODk are pressin
for IhA participation in a now priority livestock project (we have
written to them that we agree in principle).

(iv) Ragional Counterproposal:

o Increase tha IDA allocation for FY76 to 429 million on account of
commitments already made to the Government and other lending institutions.

o Finance the iducation II ($6 million) and A g redit/Livestock ($10
million) besides ta Tiama overrun ($11 million).

(v) Conclusion:

o The IDA allocation has to be increased to $29 million.

o 61 oUi Uti aro j c (.vu stock) with a minimal
conrtion (a million)

August 12, 197



(i) P&B Proposal: Zero IDA

(ii) Conments on Base Figure: Should be 6 million
(Aden Port Credit was in-
creased to $3.2 million
before negotiations)

(iii) Consequences of P&B Proposal:

" P&B cites overrun in 1174 as reason for cut; CPP Postscript of
i ebruary 5, 1975, records that FY74 increase (Fisheries Supplemental
Credit and Highways II) were special cases and PDRY would, in FY76,
obtain an additional $ 6 million in any event, with a zero allocation
in PY77.

" TW should result in increased IUA funds to poorest countries; the
P&3 proposal patently contradicts this.

" PDRY has demonstrated good pt-rformance in terms of fiscal responsibility
and projects and the latest I? k economic report projects improvements
in economic indicators; both factors argue for increased assistance if

velopment is to be sustained, particularly given very scarce resources
and project prospects.

" Besides the 6. Bloc and recently bugun lending by the Arab and Kuwait
Funds, PDBX has no other sources of capital assistance.

" The Aden Port Credit documents have been distributed for consideration
on August L1; the Wadi Aadraraut Project was appraised in January/
i.2bruary 1975.

• Two successive years 01 zero IDA lending to a least-developed memner
country would adversely affect its development and relations between
the Bank Group and PDR and also some of the contributions to the
interest subsidy fund.

(iv) Regional Counterproposal

" Increase IDA allocation for FY76 from 4.2 million to $10.2 million
(since countries like PDRY should benefit from introduction of the
TW).

" The Region, in a memorandum dated July 29, 1975, to Xr. Knapp has
recommende d that IDA provide $7 million towards the Wadi Hadramaut
Project (citing the main points in (iii) above).

(v) Conclusion

* PDY needs an additional *4.2 million to maintain the program of
two projects in k176.

EMENA CPIA
August 12, 1975
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INTER NAI iJNAL BANK FOR
RECONSfRUCT !ON AND DE VELOPMEN1

N1TERNATONAL DEVELOPMENT I NTERNAT OAL F I NANCE
ASSOCI ATI ON CORPORAT I ON

Awu' 13, 1975

Mr. P:j)'I,-i nd:

Bank/IDA Third N.ndow Allocations

With reference :,; the last sentence of para-
graph 5 of your crf memoradum, I would like to
draw your attentionIto the fact that additional IDA
allocations sugges/d for Burat, Nepal and Sri
Lanka are 23.5', 13.8" and 58.3% respectively. If
you were to Qt /iust these three countries, it seems
that the additia ! Rlocation proposed for Sri Lanka
certainly see to bW more generous than the ones
proposed for Ce other two countries.

I havea minor corrections on the figures
for Rpal ( pagraph 16) avd a very minor suggwested_

Sri Lanka (paingraph 19).

A.H. Shibusawa

AHS ~c

• .



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPAENT CORPORATION

OFFICE MEMORANDUM
TO: Messrs. Collier, Alisbah, 'Shibusawa and Dunn DATE: August 12, 1.975

FROM: William Diamond

SUBJECT: Bani /IDA/Third Window Allocations for FY76

May I have your comments on the attached by c.o.b. Wednesday,

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

Attachment

WDiamond/jw



DRAFT
WDiamond:GMStreet/jw
August 12, 1975

TO: Mr. J. Burke Knapp

FROM: William Diamond

SUBJECT: Bank/IDA/Third Window Allocations for FY76

1. 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 Allocation of IBRD funds. To reduce

"over-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

approved lending program is $4,700 m., not $5,200 m.; and the manage-

ment is allowed an over-run, for certain purposes, of up to 10%. So the

$5,200 m. cannot include that 10%. If, however, it is the 10% on which

slippage is expected, then the $5,200 m. is an operations, not a lending,

program, and cannot be added to the IDA and TW sums, which are lending

programs. Put another way, in what sense is there $5,200 m. in "available

IBRD funds"?

3. if the IBRD total is an operations program, from which 10% must be

cut to reach the lending program, I assume that this Region doesn't have

to bother. For the 10% would amount to a trivial $6 million.

4. Allotting IBRD totals to the Regions for distribution within the

Region is a good idea in principle. However, I note that the regional

allocation is not based on regional considerations, but israther the

summation of ind-iividual country programs, which of course were established

on the basis of country considerations. Given the fact that country con-
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siderations will have to govern (as they should) and that the Regions

may only "propose" country allocations, the apparent decentralization is

not very meaningful.

5. As for re-programming IDA funds, except for the minor variations

referred to in para 9, I understand the reallocation to be strictly a

mechanical readjustment based on the principles of equity decided on in

May 1974. In SA, for instance, no country will get a more generous or a

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

reassessment of needs or reevaluat on of performance.

6. Regarding TW, I naturally take those to be IBRD funds and their

allocation 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. However, I

can understand the factors which make it impossible to add to India's IDA

allocation or to make its TW allotment lower.

7. In this connection, I note that countries in the $200-375

p-c.p.a. category will still get $101 million of IDA resources, after TW,

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

class. If the former could be substituted for an equivalent amount of the

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

I suppose the peculiar situation of India makes this impossible; India gets

almost half the under-$200 allotment of TW but it would be politically

impossible to increase its IDA percentage.

8. Mr. McNamara said, last week, "no projects no 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
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"ripple", i.e. Col. C as 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-projects 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 you will note below, it is only in the case of India that we

can be confident of committing tb full IBRD/IDA/TW allocation for 1976.

For the rest, it appears that we can hit the target, more or less, but much

will depend on conforming to a tight time-table.

10. Bangladesh. The total allocation, all IDA, would be increased from

$150 million to $206.3 million. P&B's approach to adjusting the allocation

did not take into account the $4.7 million for the IWT supplemental loan

which, with your concurrence, we have considered to be in addition to the

current regular allocation. Although the amount is small ($4.5 m.), I assumae

it should be added to the new allocation.

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 increased IDA allocation, thus raising

our forecast of FY76 commitments to $175 m. for six projects. That forecast

excluded the $25 m. Muhuri Irrigation Project, now being negotiated, which

will not be presented to the Board until after bids have been received

in April for major eoi pment itiems and the bidding results ray 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 allowing for a small increase

in the amounts now provided for individual projects. Moreover, processing

the Shallow Tubewells Project $15 m.) is moving faster than expected; it

may be available as a back-up. And the Fisheries Project ($15 w.) is a

remote possibility. So we seem safe. However, commitment of the total

allocation for Bangladesh cannot be considered a certainty at this point,

given the difficulties of working in Bangladesh.

12. 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 operations program consists of three projects-

totalling $42.5 m. but the amount proposed for the Mining Project will be

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 presentations for the Region), we assumed one would slip.

However, we shall try to beat that, and will report in mid-year.

13. India. I have already commented on our view that prudence would

lead us to recommend IDA rather than TW resources for India. (The CPP now

being prepared will argue against an increase in Bank lending.) However,

it is clearly not feasible at this time to give India more than 40% of IDA

resources; nor is it possible significantly 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.
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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 account of the shortage of resources (which

we have so far been assuming to be $700 m., - $600 m. IDA and $100 m. Bank.-

It was on this basis that we estimated 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-not easy

to reconcile the selection criteria with the project realities of our FY76

operations program. The designation of Power IV (150 m.) or the Fertilizer

Industry Project ($95 m.) and one other project would 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 the non-traditional

sectors. Accordingly, I propose to 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 would want to take them into account.

We shall take the matter up with the Government when we get the green light from you

16. Nepal. Prospects for utilizing almost all the new allocation,

increased from $36 m. to $44.7 m. and all IDA, are good if the current processing

schedule can be maintained. The present operations program consists of three

projects totalILing S37.0 million. Under the current financing plan for the

Kulikhani Hydroelectric Project, the Government would provide approximately



-6-

$3>-m. to cover part of the total $56.3 m. foreign exchange. With the

proposed increased allocation, IDA would be able to finance this amount,

raising the estimated total commitment figure to $J0t8. There would still

be a small margin for possible further cost increases before commitment to

Kulikhani and other projects. Here again, the principal uncertainty arises

from the fact that Board presentation of the Irrigation Project is currently

scheduled for June. In reaching 'the Regional estimate of 25 Board presentations,

we assumed that it would not do so. Commitment of the $&8 million mentioned

above would mean one additional presentation.

17. 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 - readjustmenLs based

strictly on equity. I assume -therefore that the P&B proposal is now the

operative one: $112.7 m. for IDA and a TW allocation of $50 m. However, I
er

assume you will add to the form/the $6 m. representing Norad's participation

in the Karachi porL Project. The total proposed for Pakistan is then $168.7

million. We should be able to use all or virtually all of that sum.

18. I propose the WAPDA II power-projcot for TW financing. With Board

presentation now planned for November, approval in FY76 is highly probably and

this project accords with the preference for projects in traditional sectors for

TW/IDA countries. No additionality would be involved as here Third Window funds

would be entirely replacing 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 estinat a

of 25 for the fiscal year.



7-

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 two projects: an Irrigation

project for $15 m. currently planned for presentation in January and the

Agriculture Development Credit for $20 m. now planned for presentation in

November. The latter was reduced recently from 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

irrigation modernization project and the Mahaweli Ganga1 T '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

Ganga TEa'and $9 million for irrigation modernization, more than the $15 million

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

co-financing 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 Board presentations would increase from two

to three. However, the actual commitments would fall short of this projection

to the extent that efforts to obtain funds from other sources on terms

comparable to IDA are successful.

20. Summary. The Region, 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:



Estimates of Board Presentations

July Memo This Memo

Bangladesh

Burma

India

Nepal

Pakistan

Sri Lanka

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 prograd;

i don by acuelerating projects from tne next tiscal year, or by expecting

larger amounts for planned projects. Thus we would this year go to the Boardi

with a greater number of projects than we previously envisaged drawn from

a given operations program, we must therefore accept a reduction in the

inventory of projects for approval in subsequent years - mainly FY77. That

is, we shall be consuming part of our future pipeline.



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR TIONALA E -
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT ORPORA N

OFFICE MEMORANDU
TO: See below DAT

FROM: Stephen Denning VIP

SUBJECT: Third Window Allocation

1. Set out below for discussion is a proposed response to the

P and B allocation of Third Window resources.

$ million No. of

IBRD TW IDA Total Projects

Cameroon 6 25 17 48 3
C.A.R. - - 1 1 -
Chad - - 13 13 1
Congo 35 - - 35 1
Dahomey - - 6 1
Eq. Guinea - - - -

Gabon - - - -

Gambia - - 4 4 1
Ghana 35 25 10 70 4
Guinea - - 14 l1 -
Ivory Coast 56.6 20 - 76.6 5
Liberia 29.3 - 10.5 39.8 4

Mali - - 30 30 2
Mauritania - - 8 8 1

Niger - - 22 22 2
Nigeria 125 - - 125 4
Senegal - 21.5 6.5 28 4

Sierra Leone - 9 7.3 16.3 2
Togo 60 - 9 69 2
Upper Volta - - 10 10 1

36 100.5 168.3 615.7 39
Adler allocation 350 101 172.5 623.5

2. You will see that it fits almost exactly the Adler allocation

of resources to the Region. This could only be achieved by adding 14 addi-

tional projects. An allocation based on the 35 projects most likely to
be presented in FY76 would be:

$ million ITo. of
IBED IA Total Projects

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

(a) propose an allocation which consumes the Region's allcca-
tion, based on 39 projects and assuming a 10% country sliir-e
down to 35-36 projects. As we cannot be sure which projectS
will go forward, it is reasonable to discuss none,. -allocaticns
(which are essentially ceilings) on the basis of what is nrob-
able, assuming no country problems.

(b) propose an allocation based on our best 35-36 projec-s and
seek to increase our allocations as a-d when reedei. ucan
allocation, shown in detail in Table -, would consume les can
the Region's allocation in the d-ler _meorandum.

4. The question of additionality of resc-rces deoends on th ai
point for purposes of cocarison. Here are :aricus star-ing noinsn":
could be used.

WAN Lending PrZ'ra7

Haq memorandum 3/18/77 2E1 1
Adler memorandum 7/28/75 !J6.3 163.3 -
Adler's "reduced" rrogram T/28/75 o4C 179.4 9.
Regional Lending Program 7/10/75 3''.9 13.2 1
Regional Lending Program 8/11/75- 37C.9 lal.3 512.2
Estimated maximum lending 4 1! 9.26
Estimated minimum lending 28.9 1L1.3 423.2

5. The question of additionality of -rrcects is more difficulo to
prove; since the constraint on number of proj3ects is not funds, but proces
capacity. For the purposes of the exercise it could be argued that the at' t
to include additional projects in Liberia and Ivory Coast justify increasing
the Region's number of projects from 34 to 36, a 10% increase in Bank/Thir:
Window lending.

6. Table I sets out the allocations baoed on 35 and 3? rojecn:: resT Dc-

tively. Table TI compares current, anproved and proposed lending r rams i
terms of amounts, number of projects and gran elemen;. ab TI s`
project breakdown of the allocati on ba.ed on 97 rrojects, tocether w h an
indication of other "radvanceable" projects.
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7. The following comments discuss issues concerning individual
country allocations:

Cameroon

With an IDA allocation of $42 million for FY75-77, Cameroon
obtained $18.2 million in FY75 and $3 million so far in FY76. Financing
Education with $14 million IDA and the Highwavs TI Surnlement with 3/3
Bank/IDA would. consume almost all of the original allocation for FYTS-TT.
However, with per capita income of $200, Cameroon is designated as a
country whose IDA allocation should be reduced. While the Program Division
proposes to increase IDA lending to $35 million and total FY76 lending to
$63 million, neither of the two surosedly advanceable projects (Seiry and
Rice now in FY77) can be considered likely for FY76. The sugested

strategy is to try to conserve the $17 million IDA and finance Po'rt withn
Third Window. Even this may be an uphill battle: the Adler allocation
reduced Cameroon's IDA in FY76 from $17 million to $8 million. I7f it
appears later that Semry or nice 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 Develonent Fund. ($7 million now
in FY77). I doubt whether anyone would object pro-ided the project is ready.
At this point, that looks doubtful. Hence I have left only Folders and the
Sategui Deressia Sunlement in.

Congo

No problems.

DahomeA

There is only one project in sight - Fural ieveloomont at $6 million.

Hence the $11 million allocation is too much.

Eauatorial Guine'a and Gabon

No 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. If Rural Develonment

is ready it could be advanced as an IDA project at a later point.

Ghana

With a per capita income of $300, Ghana will have troubl'e

keeping its existing IDA allocation. I have taken this as the starting

point (i.e. $10 million IA), rejecting the Division's prorosal to in-

crease its IDA from $10 million to $14 million. There may be different

yiews as to where to put DA and Third Window.

Guinea

No problems.

Ivory Coast

Most of the FY76 lending is already comritted to Eank and 7here

is not much room for maneuner. It boils down to whether we can add a

fifth project.

Liberia

The question here is whether we can add a fourth project: Education.

(Bong appears beyond our appraisal capacity.)

Mali

The suggested allocation of $30 million IDA would mean.$5.2 mil-

lion in FY75-76 compared to an original allocation for three years of $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 FY77 IDA allocation.

Mauritania

No problems.

Unless.the Hi>hwRvs credit is increased, there are insufficient

prc to CoM'':TC of 07. K!i
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Nigeria

The question is whether the water and industry projects will

be ready. This will affect the size of the total >ank program but there

is no question that if ready, they will be presented.

Senegal

Mr. Knan's decision appears to be acceptable.

Sierra Leone

To consume the $100 million rThird Window, I have added Po;er,

currently a non-scheduled project.

Togo

The Adler al'cation offered millics IT ard $8.6 million DA.

I suggest we accert the for the Eural eleint oroject . It n e red

more but the question is whether we should raise this issue now.

Upper Volta

I have left the $25 million Highways in F'7, first becauoe this

would consume a lot of the 7egion's TDA; secondly because it ma:y not be

ready and thirdly because the strategic moment for recuesting advancerment

may be at the end of the fiscal year, rather than r.ow.

Attachments

Distribution: Yr. Chaufournier
WAN Decartmert Directors
WAN Division Chiefs
Mr. King
Mr. Lenfant
Mrs . Mi1 lkovich



Table 1
WAN FY76 Lendin J3.Programs

A --------- __f6_rogram
FY76 Lending Programbased on 39 rogrcts
ba sed o_ .35Iprojec ts -- ~~~~- -~ ~ B T d oT Project

IBDT IDA Total No.of Projects -

6 25 17 48 3

CAMEROON 6 25 17 48 3 6 2 1 48 3

C.A.R. - - I I - - 13 13

CHAD - - 13 13 135 - - 35 1

CONGO 35 - - 35 - - 6 6 1

DAIOMEY - - -

EQ. GUINEA ~
GABON - 4
GAMBIA - 35 25 10 70 4

GILANA 35 25 10 70 4 _ 10 74

GUINEA - - 1456.6 20 - 76.6 5

IVORY COAST 1/ 56.6 10 - 66.6 4 29.3 - 10.5 39.8 4

LIBERIA 1/ 29.3 - 6 35.3 3 2.3 - 30 30 2
LI - - 30 30 2 8 8 1

MALI - 8 8 12
MAURITANIA 2 8~ -22 

-

NIGER - 22 125 - - 125 4

NIGERIA 1/ 84 - - 84 3 - 21.5 6.5 28 4

SENEGAL - 21.5 6.5 28 4 - 9 7.3 16.3 2

SERRA LEONE 1/ - - 7.3 7.3 1 60 - 9 69 2

TOGO 60 - 9 69 2 10 10 

UPPER VOLTA - - 10 10 1346.9 100.5 168.3 615.7 39

TOTAL 305.9 81.5 163.8 551.2 35

350 101 172.5 623.5

Adler proposal 350 101 172.5 623.5

/ Includes project not in FY76 Regional Lending Program 
in Table B.

WAN/PC
8/11/75



TABLE II

Comparison of WAN Country Lending Program

FY76

Grant Grant
$ million No. of Element Element

IBRD TW IDA Total Projects ($m)

a meroon
RLP 8/11 28 - 20 48 3 20.9 4L%
Approved 1/ 25 - 17 42 - 17.9 37%
Adler proposal 15 21 7.9 43.9 - 19.2 4-5
Division proposal T 21 35 63 4 L2.4 67%
Suggested 6~ 25 17 L8 3 28.3 59%

,..R.
RLP 8/11 - - 1
Approved - - 1 1 -
Adler proposal - - 1 1 -
Suggested - - 1

d
RLP 8/11 - - 13 1 89
Approved 2/ - - 23 23 - 89%
Adler proposal - - 15 15 - 89%
Division proposal - - 20 20 2 89
Suggested - - 13 13 1 89%

- rgo
RLP 8/11 28 - - 28 1 3 111
Approved 3/ 28 - - 28 1 3 11%
Adler proposal 12.7 5 - 17.7 - 3.9 22%
Division proposal 35 - - 35 1 3.9 11%
Suggested 35 - - 35 1 3.9 11%

omey
RLP 8/11 - - 6 6 1 89%
Approved 2/ - - 14 l4 2 89%
Adler proposal - - 14.5 14.5 2 89%
Division proposal - - 14.5 15.5 - 895
Suggested - - 6 6 1 89%

7. Guinea - - - -

As per Adler memo 7/23/75. Fo ssibly ignored slipage of DTC tron FYT5 to FY76 nd

Hirhway Siimplemr7ent.
As per Adler mero 7/28/75.-
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Grant Grant
$ million No. of Element Element

IBRD TW 1DA Total Projects (tm)

-tinued

RLP 8/11 - - 1 4 1 3.6 895
Approved 1/ - - 7 7 2 6.2 89%
Adler rroposal - 5 7.6 12.6 - 9.3 7h
Division proposal - - 4 4 1 3.6 89

-gested - - 4 4 1 3.6 89%

RLP 8/11 53 - 17 TO 4 20.9
Approved 1/ 45~ - 10 55 4 13.9
Adler 7/2/75 45 1 5.9 68.9 - lU.6 21_
Adler 8/ 1/75 46 14 10 70 4 20.9 29
Division proposal 31 25 14 70 4 28.14

,gested 35 25 10 70 25.2 36

nea
RLP 8/11 - - 14 14 1 1
Approved2/ _ 14 114 1
Adler proposal - - 11.3 11.3 - 89&
Division proposal - - 14 14 1 89%
Suggested - - 14 14 1 89%

ry-cast
RLP 8/11 66.6 - - 66.6 4 7.3 11%
Approved 1' 63 - - 63 4 7.3 11%
Adler proposal 48 15 - 63 - 12.8 20
Division proposal (55) (25) - (80) 5 18.6 235
Suggested 56.6 20 - 76.6 5 16.3 215

zeria
RLP 8/11 29.3 - 6 35.3 3 8.5 24%
Approved 1/ 29.3 - 6 35.3 3 8.5 24%
Adler -proposal 3/ 29.3 5 10.5 44.8 - 15.0 33
Division proposal
Suggested 29.3 - 10.5 39.8 1 12.5 31%

As per Adler memno 7/28/3.
K.napp decision; JAler mo o $3 miio
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Grant 2r:ant
$ million No. of Elenent l eent

TBRD TW IDA Total Prcjects (_)
tinued

RLP 8/11 - - 25 25 2
Approved l - - 25 25
Adler proposal1/ - - 11.3 11.3 -
Division proposal - - 30 30 2 E

Suggested - - 30 30 2

8/11 - - 8 3 1
a-uproved1! - - 8 1
Adler proposal - - 7.9 -. 9
Division prorosal - - 8 8 1
Suggested - - 81

RLP 8/1 - - 20 20 2
proved1/ - - 18 1

nuler proposal - - 34.7 3L.7 -
Division prorosal - - 22 22 2
Suggested - - 22 22 2

:-ia
RLP 8/11 84 - - 84 3
Approvedl/ 139 - - 139 5 -
'Iler proposal 100 - - 100 -
Jggested 125 - - 125 4

-negal
RLP 8/11 26 - 2 28 4 .7 17
Approved - 21.5 6.5 28 4 16.= 58
Adler proposal 45 18 2.8 65.8 - 16.4 25
Suggested - 21.5 6.5 28 4 16.5

_rra Leone
RLP 8/11 - - 7.3 7.3 1 6. 32%
Approved - - 7.3 7.3 1 6.4
Adler proposal - 9 9.6 18.6 - 13.0 70
Division proposal
Suggested - 9 7.3 16.3 2 10.9 67

's per Adler memo 7/2'/75.
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Grant (rant
3 1illion No. of Element Elemer7-0D T TDA Total Prolects (m)_

Togo

RL- : /1 60 - 5 65 2 4.5 89/0
55 - 62 2 6.3 89% i

Adr ro:osal 55 5 8.6 68.6 2 10.1 ~78% -
Disior. tro'osal 60 - 10 70 2 8.9 89%
Sugested 60 - 9 69 2 8.1 89%

Uprer Volta
RPL 8/11 - - 10 10 1 89%Arroved / - - 10 10 1 89%
Adler Prpoa - - 23.4 23.4 - 89%

sior- preosal - - 35 35 2 89%
u estci - - 10 10 1 89%

1/ A4 1r Ailer em:c 7/23/75.
2/ xerAes -

8/11/T5



Project Breakdown of Suggested Lending Programs Table III

RLP without TW -
8/11/75 RLP with TW Other Projects

No. No. Present

Country Project IBRD IDA Proj. IBRD TW IDA Proj. Project Status Amount

Cameroon Education 14 14 Mbos FY77 15

Port 25 25 Semry FY77 8

DFC 3 3
Road Suppl. 3 3 6

Total 28 20 3 6 25 17 3

C.A.R. Education Suppl. - 1 - - - 1

Chad Polders 5 5 RDF FY77 7

Sat. Der. Suppl. 8 8
Total - 13 1 - - 13 1

Congo Rail 28 - 1 35 - - I

Dahomey Cotton - 6 1 - - 6 1

Eq. Guinea -

Gabon --

-- -~ Tourism - 4 1 - - 4 1 Rur. Dev. 77A 4

chana Cocoa 14 14 ECG FY77A 10

Highway 15 10 25
DFC 10 10
Rural Dev. 14 7 11 10

Total 53 17 4 35 25 10 4

Go I 1w vavs - 4 1 - - 14 1

Iv. Coast Highways 43 43
S>F 5.If 5.6 R.il FY77 20

Btu( 8 8 Urban FY77A .5

Rice 10 10

RuraL Witer (FY77A - 10

Total 66.6 4 36.6 20 - 5

i!era Ighlways 7.3 5 - :7 (on) -.

Power 1.8 1.8

RD (Lofa) 6 6

Education (FY77A) - - 4.5

Total 29.3 6 3 29.3 - 10.5 4

Mali Cotton 10 10
Highways i5 20

Total 25 2 30 2

Nauritania Port - 4 1 - - 8 1

Niger Maradi 10 10 Namarigoungou FY77A 8

Highways 12 12
Total 22 2 22 2

Nigeria Rubber 14 14 Water Kaduna

Kano 40 40
Small Scale 30 30

Water West (NS) - 41
Total 84 3 125 4

Senegal Livestock 4.5 4.5 Casamance FY77A 10

Terres Neuves 2 2 Rail FY77A 10

Highways Ill 14 14

Highways IV 7.5 7.5

Total 26 2 4 21.5 6.5 4

Sierra Leone Education 7.3 7.3
Power(NS) -_ _ - 9 DFC FY77A 3

Total 7.3 1 9 7.3 2

WAN/PC

8/11/75
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U D E N R I G S M NI S T E R I E T DANIDA
Afdelingen for internationalt udviklingssa. bejde

MI NI STRY OF FOREIGN AFFAIRS Danish International Development / ncy

Mr. P.N. Damry AMALIEGADE 7 '5

Secretary DK-1256 KOBENHAVN K.

International Bank for Recon- TELEFON : (01) 12 30 60
struction and Development TELEGRAM ADR. ETRANGERES

1818 H. Street, N.W. Washington POSTGIR 16 80 01
D.C. 2o 4 33, USA

BILAGu s ....._. ED R.E.B.AR.EC...

Re: Intermediate Financing Facility

(Third Window)

Dear Sir,

On behalf of the Minister for Foreign Economic Affairs,
Mr. Ivar Norgaard, I hereby acknowledge the receipt

of your letter of August 7, 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.

u wyou ein erely,

Wilh. lrichsent to a

Under Secretary
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1 N INTERNAT -NAL TIKNFOR
NTRAVA DEVELOPMEN INxTERNATIONAL FINANC.

ASCAiN CORPORATION

August 8, 1975

Mr. McNamara:

I attach the draft of a suggested cable to
the Shah of Iran.

The draft has been seen by the EMENA Region
(Martin Paijmans) and incorporates theik comments.
The last paragraph was added at their request;
you will note that it suggests an early meeting
between you and the Shah, which the Region feels
is needed to resolve a number of issues on which
Ministers seem unable to take decisions.

An earlier draft was seen and approved by
Peter Cargill, and I am sending him a copy of
this one.

ymond J. Goodman

/ -



DRAFT
RJGoodman/rf

August 8, 1975

HIS IMPERIAL MAJESTY
MOHAMMAD REZA SHAH PAHLAVI
SHAHANSHAH ARYAMEHR OF IRAN
TEHRAN IRAN

MAY I ASK PERMISSION TO ADDRESS YOUR IMPERIAL MAJESTY FOLLOWING PERSONAL MESSAGE.
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 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 EXPECTEDI EARNESTLY HOPE THAT YOUR

IMPERIAL MAJESTY WILL RER ADEG AUTHORIZE A1' APMRPR-eME CONTRIBUTION BY

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
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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 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 AND BY-EXPRESSING THE HOPE THAT WEMAY--HAVE AN EARLY

OPPORTUNITY OF RENEWING OUR PREVIOUS EXCHANGE OF-VIEWS. WITH BEST WISHES AND

REGARDS.

ROBERT S. MCNAMARA



INTERN/,TIONAL [ I LN PMENT !NTER ,U !AL BArK FOP IN, 'FPNATIONAL FINA'CF
ASSGC!1 12 CNSTU TION AND DEVELOPM1ENT CORPORATION

OFFICE MEMORANDU "
TO: Mr. Stephen Denning DA - August 8, 1975

FROM: Peter Streng, Acting Division Chief, WAlCG1%

SUBJECT: Third Window - Tour Memorandum of August h, 1975

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

2. 4 We are somewhat surprised to see that none of our three countries
has been allocated any Third Window money, although at. least one of them
(Niger) seems to be in a position to afford some credit on such terms.
Could we know the criteria that were used in allocatin: these funds.

3. We are very surprised to see that the amounts of ]]A funds P & B
has allocated to our, countries in two cases fall consi:derably short of
what we need for the projects included in our F176 lendling program.

4. For Mali your revised regional lending program (July 10) lists two
projects 17776, Highways III ($10 million) and Cotto1i ($15 million).
The amount of $11.8 million P & B allocated would only cover the Highways
III project, for which now, after substantial reductiori of its scope, an
TA credit of $11.3 million will be proposed -- the inc:rease from $10 mil-
Unq h-ein dun to the use of a less facrahic cchn;;c t
dollar) in the cost estimates. Based on. the feasibili .y report (June 19,74)
and tentatively revised by the Bank (RMWA and HQ), tot l costs of the ali
Sud (Cotton) project would be $52 million (net of taxec) with a foreign
exchange component of $32 million. Appraisal is schedunled for September/
October 1975. Other co-financers may be FAC, CCCE and AEEDA, 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 minimu.-i. Conservatively
estimated, I think we could use $30 million for the tw projects instead
of P & B's $11.8 million.

5. The-allocation for Niger appears to be sufficien-t to cover the two
projects included in the 0~7lending program, Highway'; III ($10 million)
and Maradi ($10 million), as well as the non-scheduled Telecorrimunications
project ($2.5 million), assuming that no co-financers 'can be found in
time. The allocation would be as follows: Highways III - $22 million;
Maradi - $10 million; Telecommunications - $2.5 milli on.

6. The $23.4 million allocation for Upper Volta wil.1 not be sufficient
to implement our lending program. We are count-in on ;10 million for the
RDF II project, which will be appraised in early Octo>i -.r and presented to
the Board in May 1976, and on $25 million for tne High ays III project, a
FY77 A project, which will be appraised in early Noveder and presented to
the Board in June 1976.



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOC ATI ON RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. I. P. M. Cargill DATE: August 7, 1975

FROM: M. Hattori

SUBJECT: Third Window Early Contributions

1. 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. All 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.

4. 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

identified 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 instruments as may be

appropriate to the currency) maturing in wd months or ess;
provided however that no new investments would be made after

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., the

balance in the account would be transferred to the Fund as

the contribution of the contributor.

b) Upon receipt upon or after 
the Effective Date of 

the Interest

b) Uon rceip upo or f ontribution, the Bank will inform

Subsidy Fund of an advice of payment of a co utione ke Ban infoun

the contributor that the funds when receiverold Bank's normal accounts,

identified with t1he contributor, separate frmteBnS 
omlacubt-

idntithe edtnwributor, fnds will be paid into the Interest ,ub-

sidy Fund as the centributor's contribution.

c: e ss John Adler, Gabriel, Goodman, Kochman (o/r), Hittmair, Chang,

El-Fishawy, Wood, Fontein (Legal)

MH/pw



dr. etanley Please, Acti,. Vice-President, LAN August 7, 1975

Lsobert haubouche, A iA&' Jirictor, LA2

a./IDA Third Win ow Allocations for FY76

1. Please f lad below our preliminary reactions to John Adler's
memorandum dated July 28 and your draft memorandui of August : on the
above subject. They refer to (1) the proposed allocation of funds to
our Region and (ii) how CP Il could adapt to a revision of the FY76
lending program.

2. As regards your draft memorandum to Mr. K.4napp, I have the
followin; co~mments:

(a) I fully agree that we are disappointeL that the total increase
in the lending program for the -astern Africa Legion as a
consequence of Third Window lenuinL would ariount to only
$26 millica, it is a very low relative increase with only
5.6 percent as compared to an average of 7.1 percent for the
dank as a whole. Our countries are near tan bottom in terms
of per capita income and the -ripple effects of the Third
Winuow are minor.

(b) I do uot think taat the refesence to major individual countries
is very significant: (i) they account altogether for little
;Aore than half of the total lending prograu for Lastern Africa,
aux (ii) more particularly, they are not representative of
GP II problems and program.

(c) While I i. agreeing with you that the 'identification" of low
income with low creditworthiness is unwarranted, since there
are eXceptions, it renains that there still is a strong correlation
between the two as reflected in the shares of Lastern Africa La
current I3RD and IDA allocations of 3.5 percent and 16.6 percent
respectively.

(d) As I nentioned at yesterday's ueeting, I am not sure tuat the
proposed Lua allocations for FY76 correctly reflect the impact
of the revision on the Third keplenishment allocation at country
level. ihe amounts allocated for this year take account of
disburse-.enta in FY75 and the GPP program for FY77.

(e) The proposed allocation for FY76 is based in part ou our current
program and thus allows for the current absorptive capacity of
the legion.
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(f) In terms of additionality of projects, the Eastern Africa
Region should be expected to produce more than two additional
projects (on the basia of our $67 million share in the Third
Window); it would even be more correct to expect only oue
project since the net impact of the Third Window is limited to
$28.6 million. On both accounts little should be expected
fron C1 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 poorer coue~ries. The current
under-programming of IDA, over-prograpmiug of IBPD and
theoretical purpose of Third Window shcuId 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 I1's lending program as set out below.

3. As a result of a revision in the current lending program of
CP II 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 Winiw funds.

liable to greater slippage than average. However, they are in line with
the underlying i de that the cormitments of Third Window funds may iip
somewhat into P177.

(a) CP IT proposed program as shown in Annex I to this maemorandum
would imply departures from j. Adier 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 (--20.0);

(ii) a net increase in IDA allocation by $20.9 million
involving Burundi (-3.8)M, auritius (-3.7), Rwanda
(+19.3), and Zaire (09.1);

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

(b) The most favored countries would be Botswana for which we would
finance an advanccd 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 nay not b
advanceable enough to be realistically included.

(c) You may note that the program as proposed above is in inem wth
the suepqsted overail position of the Eatern Africa Region.
as mentioned in para. 2(g) of this mevoraudum.

RMaunh ch :lM

cc: Mes.rs. Roultoc Hornstein, Schott, De Veille, Zaborski, Hendry
M. Eracher



FY76 CURR.14T AF PPusaD itlit PROGRAMS
FOR GP II 0uPARThtiT

$ million (number of projects)

Current Program Proposed Program

J. Adler a' cr TI J. Adler C? 11

Botswana 5.7 5.4 (1) 6.0 17.6 (2)

urn 9.5 5.7 (1) 1a.8 15.0 (2)

Lsto5.0 5.0 (1) 6.9 6.9 (2)

Madagasar 16.4 2W7.3 (2) 20.0 20.0 (2)

Jalawi 10.0 11.6 (1) 21.1 25.0 (2)

auritius 16.0 5.0 (1) 15.7 5.0 (1)

16.0 23.5 (3) 17.5 36.8 (4)

Swazilanid -

Laire 40.0 43.0 (3) 41.9 51.0 (4)

Zaba15.0 15.0 (1) 55.0 35.0 (2)

TOTAL 133.6 141.9 (14) 202.9 212.5 (22)

1/ SLandard P&B Table IV of 7/7/75 as shown in Annuex I of J. Adler's
2/ -oradu a.

21u Table of 8i/11/75

uaubo uc a:12
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Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINA

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: TELEX (3606)

COUNTRY: PAGE ONE OF TWO

TEXT: MAY I ASK PERMISSION TO ADDRESS TO YOUR IMPERIAL MAJESTY THE FOLLOWING PERSONAL
Cable No.: MESSAGE. 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 EARNESTLY HOPE THAT YOUR IMPERIAL

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME

DEPT.

SIGNATURE
(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

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)

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
Cable No.:

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 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 Robert S. McNamara
cc: Messrs, Knapp (o.r.)

DEPT. Office of the President Cargill
Paijmans

SIGNATURE
IGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

REFERENCE: For Use By Communications Section
JGOOdman/rf

ORIGINAL (File Copy)
(I PORTANT: See Secretaries Guide for preparing form) Checked for Dispatch-
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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 misunderstanelin. whatsoever here about your intentions With

regard to contacts with the Japanese officials on the Third Window.
We indCe apireciate your willinness to initiate the briefing of
officials preparatory to a high level approach. Hiaving some
riences in daling with the Japanese Government, I full appreciate
the importance of these contacts. Yoever, I have judged that in the
present state of affairs, it is better to go slo on the Third Window
negotiations with Japan. This thinn is reflected in the .ore recent
:Status Re.ports" that I am sure -r. Eattori is sending you, where it

is stated that "contacts are to renowu; 1 at an appropriate aoment

(after decision 'y French and Gerans) . I think that for tyke moment
tOe essetial t i- is to get t Third hindiov vin. on thi. basis
of the present list of contributorg, and then, depending on developments,

consider brin ing in the Japanese as well as the French and rer ans. I

might tell you that I do not foresee a resunption of Third Window nego-

tiations with the Jaanese in the near future. You will be Lept fully

inforn ~ of developiments and you may pass on infornn-lly such informa-

tion s you see fit to the Japanese Government, keeping in mind of

course the above overall considerations.

Incidentally the mention of Mr. Fut.uda in th first Status Report

was a slip. Tt was meant to he t. 'inister of 'imcc.

I take this opportunity to inform you that we are considering an
early resumption of borrowing on the Tokyo market, and I would appre-
clate any information that may be relevant. I plan to talk' about this

witr you an<3 with the Japanese elegation at the Anna. Meetings.

I look, forward to seeing you shortly in dashington.

Yours sincerely,

Vice President, 7 Loncc

Mr. Tarao :aeda
Direc tor
World Bank Tokyo

Tolyo, Japan

MIattori/rf
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1r. I. P. M. Cargill August 5, 1975

1M-. Hiattori

Third Window: Early Paymentbs

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 including interest from the effective date of the Fund
to the paid-in date, it seems equitable that interest be allowed on early
payments. In view of the very limited support of the Third Window among
the Bank's major shareholders, it seems inadvisable that the Bank should
profit from any early Third Window contributions.

This issue must be settled urgently since the Saudi Arabia contribution

of $25 million is expected to be paid in within a week.

cc: Messrs. Adler, Gabriel, Goodman, lotberg , Wood

MH /pw



Mr. Robert S. McNamara August 5, 1975

Raymond J. Goodman'

Third Window Status, Rceor t

Attached is the subject Report as of August 5, 1975.

cc: Messrs. Cargill, Adler, Hittmair, Gabriel, Gaud, Food, El-Fishawy,
Kochmvan (o/r)

Mil/rf



Third Window Contributions
Status as of August 5, 1975

Recapitulation

(million US$s)

Country Amount Remarks
(Availability)

Canada 20 Requires
Ministerial
Decision

Kuwait 20 After October

Netherlands 20

Norway 4 After September

Saudi Arabia 25 Payment promised within
a week from 8/3.

UK 10 Early October

Venezuela 10 September

Qatar 5

Denmark 3

Total 117

In addition:

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 billion Third Window lending.

2. Switzerland sent a bill to Parliament for SwFr 25 million for Third
Window and Oil Facility together 7/6; vote before Christmas.

3. 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: 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 that contribution of $20 million has
support at official level but requires Ministerial
decision.

Denmark: $3 million subject to Parliamentary approval,

Finland: Contribution possible but unlikely,

France: Awaiting resolution of other issues on monetary 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 French 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: Minister of Finance telexed Aug. 3 promisinj; payment through
SAMA within a week.

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.



-2-

Switzerland: Contribution of SwF 25 million for Oil Facility and Third
Window together presented to Parliament July 9; vote
before Christmas.

UAE: Contributions believed unlikely in view of financial diffi-
culties in Abu Dhabi.

UK: $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.

Venezuela: $10 million confirmed subject to Parliamentary approval,
expected in September 1975.
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Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE (P-xtn 4214)

TO: HIS EXCELLENCY SHEIKH ABDUL AZIZ AL-THANI DATE: AUGUST 1, 1975
MINISTER OF FINANCE AND PETROLEUM
P. 0. BOX 83 CLASS OF
DOHA SERVICE: LT

COUNTRY: (QATAR)

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 GOVERNMENT

AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION
OF

STOP THE CONTRIBUTION OF YOUR GOVERNMENT/USDOLLAR EQUIVALENT OF FIVE MILLION

IS GREATLY APPRECIATED

I.P.M. CARGILL
VICEPRESIDENT FINANCE
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Mr. John H. dIer Cleared with Mr. Cargill
D irector

DEPT. Programmi and ugett C

SIGNATURE
(SIGNATURE OF INDIV DUAAUHRZDT P

REFERENCE: HAdi For Use By Communicatjs ion

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Form No. 27
(3-70)-

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: SU EXCELENCIA SR. GUMERSINDO RODRIGUEZ DATE: AUGUST 1, 1975

MINISTRO DE ESTADO PARA LA COORDINACION Y CLASS OF
PLANIFICACION SERVICE:

PALACIO DE MIRAFLORES
COUNTRY:

CARACAS
TEXT:

Cable No.: 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
VTCEPERSTT)ENT FTNANCR., TNTRAFRAT)

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

John H. Adler Mr. Cargill
NAME M a

Programming n B d t ng
DEPT.

SIGNATURE
(SIGNATURE OF ND IDAL UTHO ZE 0 PPR E)

REFERENCE For Use By Communicat ction

ORIGINAL (F1 Copy)
(IMPORTANT: See Secr ies Guide for preparing form) Checked for Dispatch:
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Form No. 27 .
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE 4 -

TO: HIS EXCELLENCY PER KLEPPE DATE: AUGUST 1, 1975
MINISTER OF FINANCE
MINISTRY OF FINANCE CLASS OF
OSLO - DEP., SERVICE: LT

COUNTRY: (NORWAY)

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 GOVERNMENT

AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION
OF

STOP THE CONTRIBUTION OF YOUR GOVERNMENT AJSDOLLAR EQUIVALENT OF FOUR MILLION

IS GREATLY APPRECIATED

I.P.M. CARGILL
VICEPRESIDENT FINANCE
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME John H. Ad1 Cleared with Mr. Cargill

Director
DEPT. Programmin a d B d i

SIGNATSRF
SIGNATUREF IDIV UAL 4UTHOIZED 6 At

REFERENCE: bAR For Use By Communications Secti

ORIGINAL (Fil' opy)
(IMPORTANT: See Secreta ries Guide for preparing form) Checked for Dispatch:
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Form No. 27 C-
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINAVC

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 OG5 SERVICE: LT

COUNTRY: (CANADA)

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 15 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/US DOLLAR EQUIVALENT OF TWENTY 
MILLION

IS GREATLY APPRECIATED

I.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 Budgyting

SIGNATURE
(SIGNATURE OF INDIVIDUAL AUTHO IZED TO APPROVE)

REFERENCE: JHAdler:cbm I For Use By Communica'dns ion

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINAN

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO:H.E. ABDUL AZIZ ALQURAISHI DATE: AUGUST 1, 1975

GOVERNOR CLASS OF LT
SERVICE:

SAUDI ARABIA MONETARY AGENCY (SAMA)

COUNTRY: JEDDAH 
EXT. 4214

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: CLEARANCES AND COPY DISTRIBUTION:

John H. Ad r
NAME T ll k

DEPT. Programmi g an Bogeting

SIGNATURE _

(SIGNATURE OF NDIV DUA1. A ORIZED TO APR E)
REFERENCE: For Use By Communicatiif ction

ORIGINA/L (File Copy)
(IMPORTANT: Set cretaries Guide for preparing form) Checked for Dispatch:
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Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIO ANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPO ION

OUTGOING WIRE

TO: MR. GORDON RICHARDSON, GOVERNOR DATE: AUGUST 1, 1975

BANK OF ENGLAND CLASS OF LT
SERVICE:

THREADNEEDLE STREET EXT. 4214

COUNTRY: LONDON, 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 GOVERNMENT

AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION

OF
STOP THE CONTRIBUTION OF YOUR GOVERNMENT/USDOLLAR EQUIVALENT OF Xgn TEN MILLION

IS GREATLY APPRECIATED.

xx I.P.M.CARGILL
VICEPRESIDENT FINANCE, INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME John H. Ad er Mr. Cargill

DEPT. Progra mm g and, Bge

SIGNATURE
(SIGNATURE OF I VIDIUAL AUTHORIZED PP OVE)

REFERENCE: For Use By Communicatio ct

ORIGINAL (Oile Copy)
(IMPORTANT: See Socletaries Guide for preparing form) Checked for Dispatch:



4

s

4



Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINA C
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE (4214/5)

TO: DR. ARMED ZAKI SAAD DATE: AUGUST 1, 1975

COUNSELOR TO HIS MAJESTY THE KIND OF CLASS OF
SAUDI ARABIA SERVICE:

IMF - Room 12-202
COUNTRY:

WASHINGTON, D. C.

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 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

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

Mr. Cargill
NAME John H. Adlf

DEPT., ~ i
Programming an gi

SIGNATURE
(SIGNATURE OF INDIV DUAL AUTHOR Z AP VE)

REFERENCE: For Use By Communication ion

6-'
ORIGINAL (Fie Copy)

(IMPORTANT: See Secretaies Guide for preparing form) Checked for Dispatch:
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Form No. 27
(3-70)

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
MINISTER OF FINANCE
MINISTRY OF FINANCE CLASS OF
KNEUTERDIJK 22 SERVICE: ET
THE HAGUE

COUNTRY: (NETHERLANDS)

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 GOVERNMENT

AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION
OF

STOP THE CONTRIBUTION OF YOUR GOVERNMENT/US DOLLAR EQUIVALENT OF TWENTY MILLION

IS GREATLY APPRECIATED

I.P.M. CARGILL
VICEPRESIDENT FINANCE
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME John H. Adler Cleared with Mr. Cargill
D irector

DEPT. Programming ald Budget C
SIGNATURE

REEEC:(SIGNATURE OF INDIVIDI L AP HRE TO-PPRVE
REFERENCE: JHAdler:cbm For Use By Communicatio Secti n

ORIGINAL (File C py)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Form No, 27
(3-70)-

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE (4214/5)

TO: HIS EXCELLENCY IVAR NORGAARD DATE: AUGUST 1, 1975
MINISTER FOR FOREIGN ECONOMIC AFFAIRS
MINISTRY OF FOREIGN ECONOMIC AFFAIRS CLASS OF
CHRISTIANSBORGSLOT SERVICE:
DK-1218
COPENHAGEN K

COUNTRY: (DENMARK)

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 GOVERNMENT

AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION
OF

STOP THE CONTRIBUTION OF YOUR GOVERNMENT/US 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:

NAME John H. Adler Cleared with Mr. Cargill

Di rector
DEPT. Programming and Budg tI g

SIGNATURE ___
(SIGNATURE OF INDIVIDUAL AUTHOR ZED TO APPROVE)

REFERENCE: For Use By Communications Sectio

JHAdler:cbm

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATI L C

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORP T

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. 1 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 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 HK

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

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION: Mr. Cargill
John H. Ade 314

NAME/ f-
Programmi g a jdg in x

DEPT.

SIGNATURE
(SIGNATURE OF IN VIDUAL AUTHORIZED TO APP VE)

REFERENCE: For Use By Communications Se to

ORIGINAL (1%)e Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:



Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE (4214/5)

TO: HIS EXCELLENCY ABDUL RAHMAN SALIM AL-ATEEQY DATE: AUGUST 1, 1975
MINISTER OF FINANCE
MINISTRY OF FINANCE CLASS OF
P. 0. BOX 9 SERVICE: LT &t
KUWA IT

COUNTRY: (STATE OF KUWAIT)

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 GOVERNMENT

AND REGARDING THE SUGGESTED FORM OF THE FORMAL NOTIFICATION OF THE CONTRIBUTION
OF

STOP THE CONTRIBUTION OF YOUR GOVERNMENT/US DOLLAR EQUIVALENT OF TWENTY MILLION

IS GREATLY APPRECIATED

I.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 B etig

SIGNATiURF

REFERENCE: JHAdler: COm For Use By Communications Sect

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL-FINANCE
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

$)42 m total
$20 m FE
IDA: $10 m FE + $10 m

Irrigation Modernization $10 million
$18 m total
$ 9 m FE
IDA $5 m FE + $5 m

Agricultural Development Credit $25 million

$55 million

BURMA
Livestock $7.5 million
Paddy $25 million
Mining $15 million

$ 7.5 million

Dag F. Wittusen
cc: Messrs. McBride,

Abd El Aty o/r, Ladonne,
Colliou g* , Huggins, Gore

Cleveland, Durdag



INTERNATiONAL PANK EcR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSOCIATION CORPORATION

July 31 , 1 97)

Mr. Shibusawa:

Re : l EPAL - Bank/IDA Third Window Allocations

The len 4g program f or Nepal approved by Mr.
Knapp, on July 21, is $39 million for FY76. The
propose. program without the Third Window now
appe s as $2.2 million, and with the Third
Wir w $h. 7 million. T n ncrease of

h 3.2 million or 5.7 million.

We are proposing now in the lending program for
FY76 three projects:

($ Millions)
Kulikhani Hydroelectric Power 22.0
Rural Development 8.0 7. 0
Irrigation - Groundwater 2.0

Unless anaement 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 c onsiderat i on before
June 7 It is aso difficult at this stage to
propose ncreasing alocations for either Irrigation
or Rural Development'. However, the financing plan
for the Kulikhani Hydroelectric project requires
that HFMG would provide anpro-imately 33., million
in f'oreign nexchange, hh TDA ca finance under



INTERNATiONAL RANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSOCIATION CORPORAlION

either of the two -proposed increased allocations, in
which -ase the financing plan would be as follows:

($ Millions)

CECF $ 10.0
Kuwait Fund 17.5
UNDP 3.0
IDA 25.8

Total Foreign Exchange: $ 6.

Local Cost Financed by HIMG: 11 .7

Total: $ 68.0

This should allow for the use of the total

nroposed allocation of $112.2 million without
Third Window; the total would actually be $42.3
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
cos t financing but might entail relaxation of

our cost sharing rules with regard to Irrigation TI
or Rural Development.

M. Abd El Aty



?



July 31, 1975

U R G E N T

To: All Officers

I would like to discuss with you tomorrow, Friday August 1,

at 3:30 p.m. in r 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 $49.4 million, $44.7 million and $55.4 million.

These amounts are not 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.

A. H. Shibusawa

Attachment

AHTShibusawa:mp



INTERNATIONAL DEVEL 'NT INTERNATIONAL BANK FOR INTERNATIONAL FINANCEASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: See Below DATE: July' 31, 1975

FROM: William Diamond9

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.

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
Dunn
Shibusawa
Pilvin

WD.iamond:us



INTERNATIONAL DEVELOPMENT INTERNATIONAL. BANK FOR INTERNATIONAL FINANCE

,ASSOCIATION RECONSTRUCTION AND DEVELOPMENT COFPORATION

OFFICE MEMORANDUM
TO: Regional Vice Presidents DATE: July 30, 1975

FROM: J. Burke Knapp 411,

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. Mciamara or myself.

Will you please undertake a review of these proposed allocations

and let me have youv 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 settledby the time of the Annual Meeting.

Attachment.

cc: Messrs. Adler
Dosik/Gue

JBKnapp:vm



REcON A D EE MENTCORPOATON

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara (through Mr. Knapp) DATE: July 28, 1973

FROM: John H. Adler, Director, P&B

-aJOECT: Prcposals for a Regional Allocation of .13RD Funds and A

Country Allocation of Third Window and IDA Funds
in FY76

1. This memorandum contains proposals to trim the IBRD program

and increase the IDA program to match the currently approved amounts

in the Worid Bank lending program for FY76 and to allocate $500 million

..of Third Window funds. It was prepared following guidelines provided

by Mr. Knapp in the context of our review of my memorandum on the plan-
ning and control of IBRD, TW and IDA amounts.

I. ' Introduction - -

2. The proposed allocation f IBRD, TW and- IDA funds- in FY76
woul d-

(a) reduce the current overprogramming in IBRD funds
and remove the underprograrrming of IDA funds;

(b) allocate $500 million of Third Window funds to-

$375; and, as a consequence,

(c) redistribute 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 th

come countries (less than $200 p.c.).

The reduction of IBRD overprogramming and the correction of IDA under-

rrograming on the one hand, and the redistribution of IBRD. and IDA

funds with the addition of Thi.rd Window funds on the other, are concep-
tually separate exercises. This attachment therefore undertakes an

IBRD-TW-IDA allocation in two distinct steps-. In the first, the IBRD

program is reduced to remove the overprogramming of IBRD funds, while
the IDA program is increased to remove the current underprogramming in

IDA funds. In the second step, $500 million of Third Windo . funds are

allocated with consequent adjustments (from the first step) in IBRD and

IDA allocations.

3. The first allocation has been made to provide a benchmark from

which to estimate the effect of adding $500 million of Third Windco furds

on Regional allocations and on the distribution of essistance 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)



Mr. Robert S. McNamara - 2 - July '28, 1975

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 IDA, the pro-
posal is for a country allocation in accordance with general guiding
principles (see Section III below). For IBRD funds, however, the pro-
posal is for a regional 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 effect
of introducing the Third Window.

I1. Implications of the Proposed Allocation

4. The proposed Bank Group allocations with and without T1 funds

(Cols. C.1-C.4 compared to Cols. B.1-B.3 in Annex 1) have implicaticons
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

5. The implications of adding TV lending are' summarized in Annex III
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
48% ($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 ands 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
millio'n of TW funds become available.

- 95% of all IDA lending could go to countries with per
capita incomes of less than $200; $60 million of IDA
funds are reallocated from countries in the $201-$375
p.c. income group to the latter group.



Mr. Robert S. McNamara 3 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 11I).

- The grant equivalent of total assistance increases by $239million; 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 IV).

B. Distribution by Region of Bank Group Assistance

6. The implications of adding TW lending is shown in Annex V. ThisAnnex 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 TWI 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 IDA
recipients in that Region Cre mostly in the $200:$375 income
group.

- In sum-nary, the IBRD, TW and IDA totals are shown in Table 1,
with and without TW lending. For easy reference, the cur-
rent totals of country lending programs are also shown.



Mr. Robert S. McNamara - h - July 28, 1975

Table 1

IBRD Regional Lending Programs and Tr/IDA Regional
Totals writh and vithcut Third ~indow

Current Program aProposdd ProgramnWith No TI Proposed Profram 'dith TW

SDA £I&.D IDA 162-D Inird ,-ncow _ A -

Amt. Amt. Amt. Amt. Amt. Amt.. At.
%_ __ _ m. %_ L_ %_ __

191.7 3.5 249.9 16.6, 250 4.8 257 15.0 200 3.8 67 13.4 263.6 15.8

V -3 ''3 . -00 7.7 179.4 10.5 7 6.7 101 26.2 172.5 1o.

EMNA 1h8.1 25.7 109.0 7.3 1360 26.2 118.1 6.9 1360 26.2 50 10.0 80.4 4.7

LAC 1909 34.8 26.0 1.7 1700 32.7 26.2 1.5 OT850 35.6 32 6.4 20.5 1.2

FAP 1422 25-9 12.0 0.8 1350 26.0 12.0 0.7 1380 26.5 75 15.0 12.0 0.7

si. 110 2.1 942.0 62.7 140 2.7 1119.1 65. 4  60 1.2 175 35.0 1115.5 67.4

1/ Standard Table IV of 7/7/75, updated for recent Nanagenent decision.

P &B
7/25/7.3

Ib-



Mr. Robert S. McNamara - 5 - July 28, 1975

1IL

Ill. Methodology underlying the Proposed
Allocations

A. Bank Group Allocations with no Third Window

7. 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 pro ram, to allow for some unavoidable
country and related project losses./ . Total available IDA funds for FY76
were fixed at $1700 million -- or $65 mill n above the World Bank lending

8. IBRD Regional Lending Programs (no TW1) The proposed IBRD 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 1, Col. A.1 for FY76
and Standard Table IV, 7/7/75, for FY77). The Drincipal adinemant nd
inthe "ideal" shares, were to:

(a) 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.

/ These figures differ from those shown in my memo "Planning and Control of
IBRD, IDA and 7 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 m.illion 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 (mainly Thailand, Iran and
Cyprus). If country losses in FY76 are insufficient to absorb the amount
of current overprogramming, it is always possible fowards the end of the
fiscal year to dcfcr a few laa projects into FY77.

/ In FY75, IDA commitments totalled $1576.1 iillion 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 II 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 H) 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 FY75.-1 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 Arp
I y , ropoials derived on the basis of considerations of equity.
(Annex 1I, 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 lI, p.2),

B. Bank Group Allocations with Ti Lending

IV. Thud Window Ai 1ocar ion. The allocation by country of $500 million
*of Third Window funds is shown in Col. C.2 of Annex 1. It is based on
the DPS proposals of March, 1975.1/ 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:

(a) 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 FY76.

(b) India's high original allocation has been slightly
reduced (from $150 million to $125 million).

I/ Specifically, a'two-year country allocation for FY75 and FY76 was
derived from the country shares. The FY75 commritments 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 al I o-
cation. No allocation , m;de to these countries in F

2/ Mr. Haq's memo of March 15, 1975 to Mr. McNamara.
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The $60 million that is released, as a result of (a) and (b) is thenredistributed to 'other Countries as follows:

(Pa) The allocation of countries with less than $5.0mi1.Mon is raised to $5.0 million; converselycountries with an allocation above $25 million
receive no increase.

(bb) The allocation to all other countries is increasedproportionately and rounded.

11. Projects suitable for Third Window financing have not been;deritirlep. in proposing projects 'or-Third Window riancing, it wouibe desirable for the Regional Offices to observe these guidelinesw

(a) In IBRD-TW countries, Third Window projects shouldpreferably be in the newer social sectors; conversely,in TW-IDA countries they should nonris --
Lional sectors.

(b) Projects with a high probability of being epproved bythe Board in FY76 should be given priority for Third
Window financing.

(c) IBRD/TW and TW/IDA blend projects should be kept to amn in iraum.

12. IDA Country Allocation. The proposed IDA allocafion by countrywith Third Window funds- is shown in Col. C.3 of Annex IIn! The reallocation

1he proposed IDA program in FY76 for several countries is smaller then
the program currently shown in Standard Table IV becaUse of an overrunin the annual allocation to these countries in FY5. However, in mostceses, such countries receive a Third Window Ilocation that eyeds theproposed IDA reduction in FY76. In a few cases -- Chad,aiti, sali,Somalia and Yemen, P.D.R. -- the proCosed reductio from the current
IDA program is not accompanied by the allocation of Third Window.funds.If it were decided to retain the currentlyapproved IDA amounts in FY76 tothese countries, this would add $39.3 million to the total IDA allo-
cation for FY76 with the inm io Annex t , Col.2, p.2) distri-
buted as follows: Cha)$8.Om Haiti ($.km. , oali ($13.2m.),
Somalia ($5.7m.), and Yemen, P.D.R. ($6 .mm.).
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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 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. IBRD Regional Lending Programs (with T14). The proposed IBRD 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 vould have been proposed
before the availability of TV funds (Col. 5, Table 1), since these Regions
.receive a relatively high proportion of TW funds (and also some additional
IDA funds for the FAF and SA Regions).. Th- lAC eion's LARC all:½:'io
Increases substantially, since many countries with per capita incomes of
$375-$800 are in this Region.

Recommendations

14. The proposals presented for decision in this memorandum are to:

(1) approve 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.Windo-w
financing in accordance with the guidelines in paragraph
11;

(2) approve the preliminary allocation of IDA funds by country
as shown in Col. C.3 of Annex I (Col.(6) of Annex Ii) after
consultation with the RegionaJ Vice Presidents; and

(3) approve the- following IBRO Regional Lending Programs and
ask the Regional Vice Presidents to propose IBRD country
allocations. These Regional Lending Programs are over-
programmed; actual commitments to the Regions in FY76 should
be about 10% less on average than the following figures.

Proposed IBRD

Regional. Lending
Programs ($m.)

Eastern Africa 200.0
Western Africa 350.0
Europe, Middle East & N. Africa 1360.0
Latin America and Caribbean 1850.0
East Asia m acific 130.0
South Asia 60.

Total - 5200.0
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ANNEXES

I. FY76 IBRD, TW and IDA Prooosed Allocations with no Third

Window and with $500 million of Third Window Funds.

II.- Proposed IDA FY76 Allocation by Country and Comparison

with Current IDA Program.

Ill. Effect of TW on Bank Group Assistance to Countries in

-Different per capita Income Groups..

in Different income Gro ps.

V. TW Effect on Regional Shares of IBRD, TW and IDA Funds.

Attachments

cc: Mr. Cargill
Mr. Goodman
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and with 5503 million of Third iirdoq Punds
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8. Proposed Program C. Proposed Program with TW

A. Current Proa-am With No TW- - Funds (S0.5b.)

IBRO IA TOTAL IBPD ICA TOTAL BRD TV iCA TCTAL

TA.) (A.2T (A.3) (3.1) (B.2) (8.3) (. )) (C.3) (C.4)

Eastern Africa 5
Botswana 5.7 5.7 6.0 6.0 6.0 - 6.0
Burundi - 9.5 9.5 - 17.7 17.7 - - 18.8 18.8
E.A.C. - - - -- -- --

Ethicpia - 70.0 70.0 - 60.0 -60.0 ., - 60.0 60.0

Kenya 129.0 12.0 140.0 128.0 9.8 137.8 103.0 25.0 10.4 138.4

I esoho - 5.0 5.0 - 6.5 6.5 - - 6.9 6.9

ad aar - 16.4 16.4 - 18.9 13.9 - - 20.0 20.0

valai - 10.0 10.0 - 14.2 14.2 - A.0 15.1 21.1

- i s 13.0 3.0 16.0 13.0 3.7 16.7 6.0 6.0 3.7 i5.7
- 6.0 1 - 16.5 16.5 - - 17.5 17.5

la - 16.0 16.0 - 9.7 9.7 - - 10.3 10.3

- 12.0 12.0 - 27.8 27.3 - 12.0 29.4 11.4

33.3 39.2 C9.2 48.0 32.6 30.6 30.0 18.0 34.6 2.6

- 4'0.0 40.0 - 39.6 39.6 - 41.9 !1.9

5.3 - ! 5.j 01D __ __ -

7:,-7 2~3 77 07 2.0 . S 0t7 .0 2CY .0 6 7 .0 2. 5.

250 1 /.0 '42 2 25.0 14.7 39.7 15.0 21.0 7.9 43.9
- .3 1.0- 1.0 1.0 . - - 1-0 1.0

23.3 23.3 - 15.n 15.0 - - 5-1

2- 2. . 17.7 - 17.7 12.7 5.0 - 17.7
IL q - 13.7 13.7 - 14.5 14.5

- 7.0 7.0 - 7.2 7.2 - .U .-
5.3 1.3 55.0 45.0 10.9 55.9 15.0 18.0 5.9 - ..9

83.3 .0 - 10.7 19.7 - - 11.3 il.3
'3.0 - 63.0 3.0 - 63.0 43.0 15.0 - 63.3

L 29.3 (.3 35.3 29.3 13.5 39.8 29.3 5.3 10.5 0.3

8.3 3.3 - 7.5 7.5 - - 7.9 7.9
- 13.0 18.0 - 32.7 3-.7 - - 34.7 34.7

19.3 - 139.0 100.0 - 10.0 100.0 - - 10.3
S 10.0 2.3 52.0 o.0 5.1 65.1 45.J 18.0 65.3

7.3 7.3 - 9.1 9.1 ~ 9• 9 6 18.6

T 60. 0 7. 67.0 , 60.0 3.1 63.1 55.0 5.0 . .3
10.3 10.0 - 22.1 22.1 - - 23.4 23.h

3 153.3 o3 f 000.0 179.4 579.4 350.0 101.0 '72.5 523.5

30.0 30.0. - 23.8 23.8 - - 25.2 25.2

r 7 4 0 - 140.0 120.0 - 120.0 120.0 - - 120.0

- r n 1 C 10.0 10.0 - 10.0 10.0 - 10.0
us 15.9 - 15.0 15.0 , - 15.0 15.0 , - 15.0

0.0 55.0 215.0 150.0 86.1 236.1 150.0 50.0 46.5 246.5

70.0 - 70.0 70.0 - 70.0 70.0 - 70.0

37.5 - 37.5 60.0 - 60.0 60.0 - - 60.0
20.0 20.0 20.0 - 20.0 20.0 - 20.0

J r 23.0 - 20.0 20.0 - 20.0 20.0 - - 20.0

Lf r.-no 15.0 - 15.0 15.0 - 15.0 15.0 - - 15.0
M cc 75. - 75.0 75.0 - 75.0 75.0 - - 75.0

P50. - 50.0 53.0 - 50.0 50.0 - - 50.0
o 160.0 160.0 - 16..0 160.0 - - 16 0

2 5 .3 25.0 25.0 - 25.0 25.0 - - 25.0

ri 4.0 - 40.0 40.0 - 40.0 40.0 - 0.0

TiSi, 6o. 6 - 60.6 60.0 - 60.0 60.0 - - 6 0
u- 230.0 230.0 - 230.0 230.0 - - 230.0

ye-0 8.0 - 3.2 8.2 - - 8.7 8.7

Ye e . 6.0 6.0 - - - - - -

Yuos i 40 - 242.0 21 0 _ 0.0 . 240.0 - 2
t141 1517.1 133 .0 150.1 19781 1 0.0 5 0.4 -2
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B. Proposed Program C. Proposed Progr with TW

Cirrent Procron With Nio T/ Funds (50.55.
IBRD IA TOTAL ISRD IDA TOTAL lBRD TW _! TOAL

Latin A.merica
Car i.

r2ent1na 215.0 - 215.0 115.0 - 115.0 215.0 - - 215.0
s 9.0 - 9.0 9.0 - 9.0 9.0 - - 9.0

33rbados 6.0 - 6.0 6.0 6.0 6.0 - - 6.0
47.0 - 470 47.0 41.0 6.0 - 47.0

Braz5l575.0 - 575.0 500.0 - 500.0 525.0 - - 525.0

.a i t. in 20.0 - 20.0 20.0 - 20.0 25.0 - - 25.0
11i 70.0 - 70.0 70.0 - 70.0 70.0 - - 70.0

S200.0 - 200.0 15.0 - 165.0 170.0 - - 170.0
00 - 30.0 30.0 - 30.0 300 - 30.0

20.0 - 2 200 - 20.0 22. -- 2 . 0
5 . - 00 - 50.0 50. - - 0.

R.J 140 4.5 18.5 0 5.' .5
15.0 - 15.0
10.0 - 10.0 1G0 - -- 0.0

- 14.0 15. - .1 8.1 -- 3.6 9.
,.) 0 1.5 13.5 35.

S3- 3. 3.0 - .03. - .0

33. - 360.0 360' -- 3
.- 5. -

-. 0 - 40.0 he0 --

3.1 3. 6.

5 .0 - 15.0 .0 5

s^.0 - 450 1 000 - 410.0 00.0 - - 51.

32 5.0 275. 3 .0 25.0- 5

15.0 - 55 100 - 1L5.0 11
. c2.0 2. 3.0 12.0 42 30 -

2 77. - 2 . 275.0 -. 275.0 2 C0. 2 25.0 0

23 . 2 0 210.0 - 210.0 2. 25.0

I ' 3. .3'_ 1.2 302.0 3 0. 7 .3

50.0 1500 - 194.7 19. - 2 . 263
- 0 0 0.0 - 46.6 4 6.6 - - - 1 49

-- 6o00.0 6 0 . 37 0 677.0 76 7 60.0 125. c 7.
36. 3 .0 - h2 2 42.2 - • - . .7

'0 .2 ) 13 -0

7os 43 8 . 3135 . 106.3 1250. 150.0 1. .7L711. -3 52.3?- 55.4

5 .7..
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Propo-,e I'V EQC AlItto b/, r

Al loct iron (%.) Pr'~op d FY mr Per Capit Per Arnn

(2 () (3 5) ~ (6) ' 7)(

Population Share of IDA Acttu. FY75&76 6/ 7/

mid -2(O) CmrnitmentQ- FY7576 fy751/ No T,/A± With Ta)" Avr rge bl _

3-,rcr d 3506 0.54 17.7 - 17.7 18.8 2.5 5 1 5-4

E Idioi'a 25930 4.95 161.7 80.5 60.0 60.0 3.1 2 3 2.3

12070 1.02 35.3 25.5 9.8 10.4 1.5 0.8

959 0.32 10.5 4.0 6.5 6.9 5.5 7 2

Mea)soh3r 7400 .0S 35-3 16.4 18.9 20.0 2.4 2.6 2.7

471M 1.00 32.7 18.5 14.? 15.1 3.5 3.0 3-2

:MWr t i U-1,49 0.22 7.2 3.5 3.7 3.7 4.2 4 4

R..ana 3904 0.75 24.5 8.0 16.5 17.5 2.2 4.2

1- 2964 0.54 17.7 8.0 9.7 10.3 3.0 3.3

a5.I 658r 2.47 80.8 53.0 27.8 29.4 2.4 1.7 15

- 446 0.11 3.6 5.0 . - - 40 -

Sanan i.; 13606 2.15 70.3 37.7 32.6 34.6 2.6 2.4 2.5

]9021 2.80 _91. 52.0 39.6 41.9 2.4 2.1 2.2

Totali2~2 1. 568-2 312.! 25o 268.6 2.8 2.9 2.4

W' Atern tfricu,
wstern 6084, 1.00 32.7 18.2 14.7 7.9 2.7 2.4 1.3

A 1673 0.22 7.2 - 1.0> 2.0 2.2 0.6

- 3720 0.86 28.1 - l5.0.' 15.0. 3.7 -. '

2860 0.54 17.7 4.0 13.7 14.5 - 3.1 41. 51

377 0.2 7.2 - 7.2 7.6 9.5 19.1 t2,.

9086 0.75 24.5 13.6 10.9 5.9 1.3 1.2 r.A

Chana 5100 0.54 17.7 7.0 10.7 11.3 1.7 2.1 2.2

aC!7 0.32 10.5 - 10.5 10.5 3.2 6.5 6.5

5240 1.08 35.3 24.2 11.1 11.8 3.4 2.1 2.

1210 0.37 10.5 3.0 7.5 7.9 4-4 6.2

4250 1.01 32.7 - 32.7 34.7 3.8 7.7

3990 0.86 28.1 23.0 5.1 2.8 3.5 1.3

Serra LC;.r-n 2727 0.43 14.1 5.0 9.1 0 9.6 2.6 3.3

To , 2052 0.43 14.1 6.0 8.1 8.6 3.4 3.9 -1

5613 1.18 38.6 16.5 22.1 23.4 3.4 3.9

t154479 2--15 31.0 120.5 I13 jL2.573 . -T

-- n 143 1.40 45.8 22.0 23.5 25.2 15

st - 314840 4.62 151.1 65.0 86.1 46.5 2.2 2.5

-,Ir udan 2470 0.43 14.1 19.5 - - 2.8 -
n 600 *1.08 35.3 27.1 . 2 8.7 2.9 1

Yeraen, A.R. r
Yr en. P.D R. 1510 0.2 10.5 23.5
Total 9758 785 256. 15 8.4 2.1 2.0

n 1 -r i ,

r 3665 0.32 10.5 - 6.0 4.5 4.5 1.4 1.2

754 0.11 3.6 4.0 - 2.4 -

Haiti4377 0.86 28.1 20.0 8.1 8.6 3.2 1.9

Hondu ras 2687 0.32 10.5 - 10.5 5.7 1.9 -- 3.9

Nicaragua 2152 - - -

e . 2354 0.43 14.1 11.0 -1--. 3.0 1.3

Total 1592.04 6 41.0 26.2 20.5 2. 1
T t l159839-- - - -_ ---- -_

East Asra FC Pa-ific I tAsa~e~~c~fi 1 -12 .0 12.0 2.0 4.0 .
,Paoua New Guinea 2581 0,2 10.5 1

Total 2581 0.32 10.5 - 22.0 12.0 1.9 _

Un sh 72500 10.54 344.7 159.0 195.7 206.3 2.4 2.7 2..8

Bur a 28874 2.30 91.4 45.0 46.6 49.4 < - 1.6 1.6 1.7
ndl'a 53490 40.00 1303.0 631. 677.0 677.0 1.2 1.2 1.2

Nepal 11470 1.29 12.2 k - . 42.2 44.7 1.8 3.7 3-9

Pakistan 66720 5.27 172.3 66.0 IC .3 112.7 1.3 1.6 1.7

Sri Lanka 1315- __ 2.4_ 8 28.5 _ 55.4 4 3.1 4.0 7-2

Total 75625? 6231 20.6 920. 1.0 115.4 1.3

CRAND TOTAL 100281 10

1/ As deteerined i; connecrtio rn writh the preparation ofi the' IDA lending prorrav for te. orh nihet "(5/13/7;) adijusted for C.re
smaller n er; rer of DA cOuntr ies (I ina, BOtsona, fI iia .r MIor hv ben x lded;.

2/ Colmo" (2) x 53,270 i.e. percer, t oF 53270 1ill ion (5r1635 r lanj I f nds in Y7 and fY7 2,. Iu.! to rounding, tr tot!B sa .

3/ Stard::rd Tale IV 77/75.
4/ CoOn 1 t) r.in r oluGn (4) with 7'r" skown if valU, in rrga*e. Cigurs r with t", stars are exceptio S to this je. For

a lc rrr.rr to C.A.R., (had and Etr on e Iess than crl; n (3) :1;r: cr, n (:.( .d to thr'I w , reOrtons P -

5/ I p g al, r ir!c col. n r , . I lro . - ll r.s(I ., .i fro the allor tionr of ct osc r CLt P. .i
r03 (:: onre arr d):rd ade to thoserr rrrr a ir.. ire-re ofr ir..r thanrr 52.. ULless th-'rrere il .Im

6/ Col un (3) ri0 id.co , n, d r, 2.

/Co'IUm (5 divi, d J v co1
/ C l . (5)dvdd
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Current Proposed Increase

Progrant Program2 (aecrease) Increase

($m.) (S".) (Sm.) (Decrease)

Eastern Africa
surundi 9.5 18.8 9.3 97.9
Ethiopia 70.0 60.0 (10.0) (14.3)

Keiya 12.0 10.4 ( 1.6) (13-3)

Lesotho 5.0 • 6.9 1.9 38.0

Madagoscar 16.4 20.0 3.6 22.0

ma 1aw i 10.0 15.1 5.1 51.0

,a u r i t i us 3.0 3.7 0.7. 23.3

Rw an:a 16.0 17.5 1.5 '9.4

Sa I i a 16.0 10.3 ( 5.7) (35.6)
Sudan 12.0 29.4 17.4 145.0

Tonzania 39.2 34.6 ( 4.6) (11.7)

Zaire 40.0 41.9 1.9 4.8

Subtotal 249.1 268.6 19.5 7.8

twes:te r -r ica
17.0 7.9 ( 9.1) (53.5)

1.0 1.0 -

r 23.0 15.0 ( 8.0) (34.7)
i1.0 14.5 0.5 3.6

7.0 7.6 0.6 2.6
1.0 5.9 ( 4.1) (1.0)
8.0 11.3 3.3 41.3
6.0 10.5 4.5 75.0

25.0 11.3 13.2) (5?.8)
8.0 7.9 ( 0.1) 1.3
8.0 3..7 1 4. 7 92.3
2.0 2.8 0.8 40.0

1.5 "' ~
7. . 22.

e olta 10.0 23.4 13.4
163.3 _1_.5 9.2 5.6

s . frica
30.0 25.2 ( 4.8) (16.0)
65.0 L65 (18.5) (26.5)
8.0 8.7 0.7 ( 9.8)

P P.D.6R - ( 6.0) (100.0)
oltal 109.0 80.4 (26.6) (26.2)

Lavica ;.Caribbean
~- 4.5 4.5

15.0 8.6 ( 6.4) (42.7)

7.0 5.7 ( 1-3) (18.6)

a - 4.0 1.7 ( 2.3) (57.5)

S otal 26.0 20.5 ( 5.5) (21.21

e 12.0 12.0

e 150.0 206.3 56.3 37.5
40.0 49.4 9.4 23.5

600.0 7 7.0 77.0 12.8
36.0 44.7 8.7 24.2

Pa L t4n 81.0 112.7 31.7 39.1

Sri 35.0 55.4 20.4 58.3

atal 942.0 Il'~ 5 203.5 21.6

Tr-' 4 ~~ 193.1 i3.2

2 Co rtries a-ove S200 p.c.p.a.

I/ Ta'le 'V, 7/7/75, adiosted for recen- Meraent decision.
21 Fr o with Third -indcw fund, of o50 million (rol.(

6) in p.1 of Annex 11)

P & 3
7/25/75
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NET INCREASE IN

- - DA TOTAL ASSISTANCE TOTAL ASSISTANCE
-1W - ~ (6) (7) (8) (9)

thOUt 7. 1,th 1. W;hnut TW W th TV Withoaut TW With TW Amount($m) 2/

Les)393,7 260.7 260.0 1550. 158.3 9144.4 2119.0 - 174.6 9.0

of Total 8.4 5.5 52.0 90.6 94.; 30.3 30.7

$201-375 10, 0.
(Sm 161,.3 1613.3 240.0 161.1 101.2 1776.4 1957.5 181.1 10.2

Of 31,. 34 3 49.0 6 .0P 27.7 _ 28.4+

$ unt (Sm) 2691.0 . 2823.0 - - - 2691.0 2823.0 132.0 4.9
4 1! M 6 1. -2 - 42.0 40.9

o'. Of Totol .57.3 60.1

Total ($m) 1/ 4700.0 4700.0 500.0 1711.8 1699.5 6411.8 6899.5 487.7 7.6

NOTE This tablc comri es the all ocatiouns that would have been poIansud, with no Third Window, to reduce IBRD

overprogrammr inc and removc the undorprogrammivng of IDA funds, with these 1 locations after Third Window

funlds of S500 r- il lion arc added. It then compares the B colum-ns with the C columns in Annex 1.

-1/ Exc1uding Ii ( 0 I I a nd indoesi ($400 mi l ion)I

Column (6)/Column (6) x 100

3/ Does not add up to $500 milion (the TW funds added to total ssistance) because th total IDA allocation

without TW slihtly exceeds the total IDA allocation with Td, due to rounding.

PB

P & B
7/24/75



Effect of the Ti on the Listrib)i ot 4 the Grant Equivalent
ong.~ Co mries in~ bifferent~ Incme__v&xaps ___

h T hid i ndo.ri T

p.c.pa. ncom.e Le;3s The Less T
() 2c 200-3 7 375+

43.3 177.7 296.0 28,

%0 0Ci l

(895) - 130. 1 1L3.1 0 122. 

a E1L23.h 321.1 2$6.0 1SKl .2

r crea Se 1n u

7/25 -

-I

*5 -

I-



ANNEX V

1ET INCREASE IN
SDA TOTAL ASSISTANCE TOTAL ASSISTANCE

(), (2) ~(3 (4) (5) (6) (7) (9
Withoit T 4it N Without TW With TW Without TW With TV Armut m) -t:

Eastern ArIca
Anounts. (5w) 250.0 200.0 .* 257.0 26.6 507.0 535.6 28.6 5.6

of Total 4.3 3.8 13. 15.0 5.3 7.3 7.2

A'oLnts (m) 400.0 350.0 101. 19.4 172.5 579.4 623.5 44.1 7.6
olf Total 7.7 6.7 20.2 10.5 10.2 8.4 8.4

EuLronpe P ddh Fas;t I,
IN h r irc-ounts ( 4) 1360.0 1360.0 0.0 118.1 80.h 1478.1 1490.4 12.3 0.8

co Tta 26.2 26.2 J.0 6.9 4.7 21.4 20.1 -

Laibe an

A ounts (Sm) 1700.0 1850.0 32.0 26.2 20.5 1726.2 1902.5 176.3 10.2

3 of Total 32.7 35.6 6.4 1.5 1.2 25.0 25.7

East Asia s Pacific
Anounts ($m) 1350.0 1380.0 7:j.0 12.0 12.0 1362.0 1467.0 105.0 7.7

of Total 26.0 26.5 15.0 0.7 0.7 19.7 19.8

South Atla
Anounts ($m) 140.0 60.0 175.0 1119.1 1145.5 1259.1 1380.5 121.4 9.6
V. of Total 2.7 1.2 13.0 65.4 67.4 18.2 18.7

Total Amount ($m) 5200.0 5200.0 500.0 17.11.8 1699.5 6911.8 7399.5 48 7 . 7 2 7.1

NOTE: This table copes the allocations that would hve been prop:>sd, with no Third Window, to reduce IBRO
overprogramning and remove the undrprogrmmin of IDA fona, with these allocations after Third Window

funds of 5500 million are added. It then compares the B colue n.1 v.ith the o colunsnLjnn in Annex 1.

1/ Column (8)/Column (6) x 100.
2/ Does rot add up to $500 mill ior (the n" {unds added to tota asi.stance) becaush the total IDA allocation

without TW slightly exceeds the total IDA allocation with TW, due to rounding.

P. B
7/24/75
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aster Nurick

itzerland: __-A4, Tird_ndow

Ur. G entsch,, Secretaryr o the 2Ebassy of Switzerland,
l de today to give me the follo7wing information:

-N 4

Tha final data for a refe2ndum has now been set at
Stember 29. Tie campaign fOr the rferenduM :as 3tarted and it

0Aks as i t will he held. The Federal Council has decide d that
v7ote on e ill vill not be held until some ti4me next -year, after

Selectionl. ench savs this is unforuate, but says1 th'at this
cisi.~n ra based on the desire of the 7ederal Council not :o inject

A4into a lectionite.

e -arliast date ;possible ior a vote would be March 21.
D -t `7 Ssble that the vot Will not he held until soMe

e ,r7? -d- aca 170ade, r ael,

sveralr ionhs later.

i :he >deral 2ouncil se4nt to Parliament a bill for
-J1 r tiption in 'r:h -he Third rindov and thle und 01l

. e o i al oriation or "th '.oul be 23 mil)5 ion.
a t siono :as not yet been settlad -but it

jl > ouqnly ab1out t1e sae .or 2ach. The 'ill was sent on the
i aUrzenc1 PrOcedurA -hich m-eans that Parliamenr mst act

. Z½or r;tma 3. o - 'er ndAi 'u "o½Ie n this -iattar and
1 -c" savl thac C1i3 S Io e I andled cmorhly.

essrs. :roche/'ontein
die
ot d/3ck

;attofri



Mr Roger Chaufournier Julyi 31, i1 23

In vIeW of the ciX iutn;c(e and proscts in ena I Srnk
We Should tretch n bt, at lest tOis year, to cover our rroject; t:vrn
with Third 1.dow and IW unds. The tenttvx alocation of TYin
window funSS to scan:al UIs P13rdlin,

I Owould00 V therefor "rpo,1the trwo hichway proj ects total 1;
$21.5 million be covr Pn:/ ; r 7=2 do lon ' that theF livetec
project L finance ouugh an DA ccodit. I wake thin Intter aw-:notion
particulndy becaue this project will hava co-financiers and rakin it

the SUbject of an DA crndit Soul1 IP n inr: bettQ r ters On:e
the CO•~finmes.

Let's rview later the question of how much IDA trney chould
rezoin for benopal in V177.

cc; Mr. Adler
Mr. Doik;

JBACpp: Nvn
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FOR IMMEDIATE RELEASE

World Bank
1818 H Street, N.W., Washington, D.C. 20433, U.SA 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 loans. 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 expectation

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.



-2-

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.

-0-



Third Window Contributions
Status as of July 28, 1975

Recapitulation

(million US$s)

Country Amount Remarks

(Availability)

Canada 20 Requires
Ministerial
Dec is ion

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

In addition:

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 billion Third Window lending.

2. Switzerland 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 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 that contribution of $20 million has
support at official level but requires Ministerial
decision.

Denmark: $3 million subject to Parliamentary approval,

Finland: Contribution possible but unlikely.

France: Awaiting resolution of other issues. on monetary 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 French and Germans.

Kuwait: Bill presented to Parliament June; will be considered after
recess in October.

Luxembourg: No prospect.

Netherlands: WitLe 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.
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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; 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.



,r. Robert S. Mcamar (through Mr. Krap) July 20,

3A: john r. Adier, Director, P&B

Proposals for a Regional Allocation o ARD Funds and a

Country Aiiocation of Third Wndow and ;DA Funds
in FY76

1. This memorandum contains proposals to trim the iBRD prog ra

and increase the iDA program to match the currently approved amounts

in the World Bank lending program for FY76 and to allocate $500 million
of Third UIndow funds. It was prcparcd following guidelines provide
by Mr. Knapp in the context of our review of my memorandum on the plan-
ning and control of I3RD, TW and !DA amounts.

intr .oduct on

2. The proposed allocation of BRD, TW and DA lunds in FY76
wou d

(a) reduce the current overprogramming in IBRD [unds

and remove the underprogrann;ng of IDA fonds;

(6) allocate $500 million of Third Window urnds to
countries with a per capita income of less than

$375; and, as & consequence,

(c) redistribute lORD 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 tnan $200 p.c.).

The reduction of IORD overProgrin and the correction' of IDA under-
programming on the one hand, and! the redstributlon of BRD and IDA
funds with the addition of Third Window funds on the other, are concep-
tualiy separate exercises. This attachment therefore undertakes an
;BRD-TV-IDA allocation in two distinct steps. In the first, the ONID
program is reduced to remove the overprogramming of IBRD funds, while
the IDA program is increased to remove the current underprogramming in

DA Tunds. In the second step, $500 million of Third Window funds are
allocated with consequent adjustments (from the first step) in IBRD and

IDA allocations.

3. The first allocation has been made to provide a benchmark from.
which to estimate 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. Allocation of Bank Group funds are
shown for each country (Annex I) without Third Window funds (Cols. B.-D.3
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&nd with Third Window funds (Cols. C.1-C.4). in all cases, the aI1o-
cation shown is by country. For the Third Window and IDA, the pro-
posal is for a country allocation in accordance with general quiding
principles (see Section ill below). For IBRD funds, however, the pro-
posal is for a regional allocation; Regional 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 iey to
propose. They were made to estimate the probable redistribution effect
of introducing the Third Window.

ii. :mlications of the Proposed Allocation

. The proposed Bank Group allocations with and without TW funds
(Co is. C.1-C.4 compared to Cols. B..-B.3 in Annex I) have imp icatios
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 Sank Group Assistance among countries in
Different Income Groups

5. The implications of adding W lending are summarized in Annex Ill

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
48% ($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 BRD lending is transferred from low
income and high risk countries to those in the mid-
dle income group ($375-$800 o.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 vould go to countries wth per
capita incomes of iess than $200; $60 million of IDA
funds are reallocated from countries in the $201-$375
p.c. income group to the latter group.
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- As a result of these reallocations, all incrae groups below
$800 p.c. benefit from the introduction of the TW. Total
Bank Group assistance increases by 9.0%, 0.2% and 4.9% for
countries with per capita incomes of less than $200, $200-
$375 and $376-$800 respectively (Annex ;i).

The grant equivalent of total ass istance 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 iV).

S. Distribution by Region of Bank Group Assistance

6. The implications of adding TW lending is shown in Annex V. ThisAnnex shows that:

- Total assistance increases in all Regions by 5%-l0%, 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 TV!
funds partly offset by a decline in IDA funds since IDA
recipients in that Region are mostly in the $200-$375 income
group.

- In summary, the lORD, TW and IDA totals are shown in Table I,
with and without TW lending. For easy reference, the cur-
rent totals of country lending programs are also shown.
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Table I

IBRD Riona Lenlir Programs and T /IDA Rgional
Totals wih and wiihout ThiOd .idow

Currcnt Pr'ogrm Proposed Progar iith No TW Propose:d Pror

.9,.7 3.5 249.9 16.6 250 4.8 257 15.0 200 3.8 67 13-4 266.6 5.6

4108.1 25.7 109.0 7.3 1360 26.2 -118.1 6.9 1360 26.2 50 10.0 . oJh i.7

1902 36. 26.0 1.7 1700 32.7 26.2 1.5 1850 35.6 32 6.4 20.5 1.2

1>22 25.9 12.0 0.8 1350 26.o 12.0 0.7 1380 26.5 75 15.0 12.0 0.7

110 2.1 9h2.0 62.7 160 2.7 1119.1 65.6 60 1.2 175 35.0 11_ 5. 67

2CJAL 687. c0.1 150i. 100.0 5200 100.1 1711.8 100.0 5200 100.0 0 10.0 >6.5 100.0

5 a-rd -ablo V of l7/75, updated for recent Xanagorent decision.

P B
7/.25/75

. I ...- ~



M. Methodology underlying the Proposed
Allocations

A. Bank Group Allocations with no Third Window

7. For IBRD, the aggregate of country lending programs for FY76 is
$5487.1 million1/ compared to a World Bank lending program of $4.7 billion.
For DA, however, the aggregate of country lending programs is $150i.4
millnl/ 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 procram, to allow for some unavoidabie
country and related project losses.] Total available IDA funds for FY76
were fixed at $1700 million -- or $65 mil Kn- above the World Bank lending

8. IBRD Regional Lending Proqrams (no W)_ The proposed IBRD Regional
lending programs were derived by adjusting the "ideal" Regional shares of
tota! available IDRD 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.l for FY76
and Standard Table IV, 7/7/75, for FY77). The principal adjustments made
in the "ideal" shares, were to:

(a) reduce the EAF Region's share, since IRD 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.

l/ These figures differ from those shown in my memo "Planning and Controi of
MDD, IDA and Xl Commitment Amounts" since they incorporate decisions made

by Managcment after Standard Table IV of 7/7/75 was issued. In particular,
the !BRD allocation to India has been reduced from $240 million shown in
the Standard Tables'to $60 million.

/ s .'rprogramming of IBRD funds is more than suQgsted by our experQ:i
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.9. IDA Count rv Allocat ions T
is A e A r The proposed DA country allocations
is derived in some deta i in Annex I 1 and shown in Vol. 8.2 of Annex iThis allocation was prepared on the basis of the contry sharesd
ined in connection with the preparation of the DA lendi g p-ro-ramfor the Fourth Replenishment in May, 1714 These shares were adjusted
ee Col. 2, Annex 1i) since several countries wi no longer receiveIDA assistance, at least during the Fourth Replenishnent (Vietnam,dol ivi, [otswana and Morocco). nhe adjusted shares were then usedto determine the FY76 allocation after compensating for count ry over-runs or underruns in IDA commitments in FY7Y.!i Kere were only a fewminor exceptions to this general rule. These were countries (the CA.R

Chad and Ethiopia) whose FY76 operations program were too weak to ab-sorb all of their FY76 allocation. The IDA al'ocu;os for FY76 arc,
(rl p:"wry s nce vudon rne oasis or considrations of equity.(Annex 11, p.1 also includes the p.c.p.a. IDA allocation for each country.)
hey may need to be reviewed in the ight of special country considerationsafter comparing further the preliminary proposals with the current FY76

country programs (see Annex i1, p.2),

B. Bank Group Allocations with TW Lencingc

. Uird Windco- Al location. The allocation by country of $500 milloof nird Window funds is shown in Col. C.2 of Annex .I based ontne DPS proposals of March, 1975/ Countries with a per capita income o
$375-$500 have not been allocated any Third Window funds; it is recoonizedecat they would receive Third Wincow assistance, after Third Window fundsexceed $500 mi1lion. 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:

(a) The E.A.C. and Madagascar receive no Third Window
funds, since it is unlikely that such funds can becommitted in these countries in FY76.

(b) India's high original allocation has been sligntlyreduced (from $150 million to $125 miilion).

J/ Specifically, a'two-year country allocation for FY75'and FY76 wasderived from the country shares. The FY75 commitments were thensubtracted from the two-year total to derive the proposed commi mentfor 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. Haq's memo of March 15, 1975 to Mr. McNamara.
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The $60 million that is released, as a result of (a.) and (b) is then

redistributed to other 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.

(bb) The allocation to all other countries is increased
proportionately and rounded.

11. Projects suitable for Third Window financing have not been
mentifica. in proposing projects for Third Window financi'ng, it wou U

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- DA countries they should preferably be in tradi-

tional sectors.

(b) Projects with a high probability of being approved by
the Board in FY76 should be given prioritt for Third

Window financing.

(c) iBRD/TW and TW/IDA blend projects should be kept to a
minimum.

2. IDA Country Allocation. The'proposed IDA allocation by country
with Third Window funds is shown in Col. 0.3 of Annex 10. The reallocailon

1/ The proposed IDA program in FY76 for several countries is smaller than

the program currently shown in Standard Table IV because of an over;un

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 proposed reduction from the current

DA 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 II, 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 miilion that is added
to the lowest income group results from reducing the DA alocation to
Egypt, which holds a large snare of IDA funds in the $200-$375 income group;
countries in this income group are starred in Annex 1l.)

13. ISAD Reional Lendina Programs (with TV). The proposed BRD Regional
;ending program with TW funds is shown in Col. 9 of Table 1. The EAF, WAF
and SA Regional shares are smailer than those that vould have beeA proposed
before the availability of TW funds (Col. 5, Table 1), since these Regions
receive a relatively high proportion of TV funds (and also some additional
;DA funds for the FA nrI ca panienq\ -rn L Ar o- - ,onr ,1 .
increases substantially, since many countries with per capita incomes of
$375-$800 are in this Region.

Reco-mmenda t ions

.4. The proposals presented for decision in this memorandum are to:

() approve the allocation of Third Window funds by country
as shown in Col. C.2 of Annex i ; and ask thc Regional
Vice Presidents to propose projects for Third Window
financing in accordance with the guidelines in paragraph
li;

(2) approve the preliminary allocation of IDA funds by country
as shown in Col. C.3 of Annex I (Col.(6) of Annex !I) 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 Lending Programs are over-
programmed; actual commitments to the Regions in FY76 should
be about 10% less on average than the foli owing figures-

Proposed lBRD

Regional Lending
Programs (sm.)

Eastcrn Africa 200.0
Western Africa 350.0
Europe, Middle 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

. FY76 iBRD, Tl and IDA Prooosed Allocations wih no Trd
Window and with $500 million of Third Window Funds.

. Proposed DA FY76 All oca t ion by Country and Compa r i son
with Current IDA Program.

i Effect of TW on Bank Group Assistance to Countries in
Different per capita income Groups.

riA:. . i-rreased 06n iqouvalu.. emu"; CoKiS
in Different income Groups.

V, W Effect on Regiona SharS of IBRD, 7W and lbA Funds.

Attachments

cc; Mr. Cargill
Mr. Goodman

GZaidan:jes
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S. Propoed Prcyram C. Proposcd Prorm with J!

A. Current P:ror th t Funds (40.5b.)
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P.~roose Progra C. Prop'sed re thL 4
A. Cr Poth0. WI

Ltn Arerica
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Current Proposed Incre.se 71

Pr ogran Progra (Decrease) increase.
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Mr. Goodman

Third Window: Pending Issues

Horst Schulmann asked me to send you the attached material

concerning Third Window issues which have yet to be resolved. The

"loose ends" fall into three headings:

(a) 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. Hattorn are handling this.)

(b) Investment policy. Back-up note #8 (attached) gives

recommendations. I 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-IBRD) instruments. This requires

calculating what average yield we could expect to

obtain in market investments. I have given Treasurer's

an estimated cash flow to use in making such a

cal cul at ion.

(c) 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 I 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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Establishment of an Intermediate Financing Facility

Back-Up Note #8

Treatment of Risks (para. 12) and
Investment Policy of Subsidy Fund (para. 17)

consIder t: is ssuc. Those present wer, Nors

Hittmair, Nurick, Rotberg, Davies, Fontein and Wvood. inree types or

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
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
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.

(c) if the actual re-investment rate is different from that
projected and a deficit in subsidy fund resources results
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
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 variations 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 th.e 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 rle-
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
loans should not be eligible for Third Window terms. If
necessary, such loans should be handled by additional IBRD
-or IDA operations.

2. The alternative of having the Bank carry one or more of these

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 due to

differences in rates of disbursement from what is projected at the time of

commitment. The treatment proposed for the currency problem will eliminate

variations on account of exchange rate changes. If', as could well happen,

this approach provokes chargesrof '"bias"-or of -being--unnecessarily "doblar-

based", our response should emphasize the administrative advantages and say

that more elaborate arrangements cannot be justified for a relatively small

one-year operation.

3. There is a practical way of handling the-interest 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 gain t6 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-

planations to our underwriters and others,this "guarantee" approach is not

recommended.



FY76 IBRD, TVW and IDA Proposed Allocations with no Third Window

and with $500 million of Third Window Funds

ANNEX I
page 1 of 2

B. Proposed Program C. Proposed Program with TW

A. Current Program With No TW Funds ($0.5b.)

IBRD IDA TOTAL IjQQ. IDA TOTAL IBRD TW IDA COTAL

(A.) (A.2) (A.3) (8.1) (B.2) (B.3) (c.1) (C.2) (C.3) (C.4)

Eastern Africa
Botswana 57 - 57 6.0 - 6.0 6.0 - 1. 6.0

Burundi - 9.5 9.5 17.7 17.7 - 18.8 18.8

E.A.C. - - - -

Ethiopia - 70.0 70.0 - 60.0 60.0 - 60.0 60.0

Kenya 128.0 12.0 140.0 -128.0 9.8 137.8 103.0 25-0 0.4 138.4

Lesotho - 5.0 5.0 - 6.5 6.5 - 6.9 6.9

Madagascar - 16.4 16.4 18.9 18.9 - - 2.0 20.0

Malawi - 10.0 10.0 - 14.2 14.2 - .0 15.1 21.1

Mauritius 13.0 3.0 16.0 13.0 3.7 16.7 6.0 6.0 3.7 15.7

Rwanda - 16.0 16.0 - 16.5 16.5 - - 17.5 17.5

Swada - 16.0 16.0 9.7 9.7 - - 10.3 10.3

Sudan - 16.0 120 27.8 27.8 - 12.0 29.4 41.4

Swaziland - 1 -
-

Tanzania 30.0 35- 69.Z 48.0 32.6 80.6 30.0 18.0 34.6 82.6

Zaire - 40.0 40.0 39.6 39.6 - - 41.9 41.9

Zambia - 4 15.0 ; - 3 55.0 - - 55.0

Total 191.7 2+9.1 440.8 250.0 257.0 507.0 200.0 67.0 268.6 . 535.6

Western Africa
Cameroon Z5.0 IT0 42.0 25.0 14.7 39.7 15.0 21.0 7.9 43.9

C.A.R. - 1.0 1.0 - 1.0 1.0 - - 1.0 1.0

Chad - 23.0 23.0 - 15.0 15.0 - 15.0 15.0

Congo 25.0 - 25.0 17.7 - 17.7 12.7 5.0 - 17.7

Dahomey - 14.0 14.0 - 13.7 13.7 - - 14.51 14.5

Eq. Guinea -
-

Gabon -
Gambia - T.0 T.0 - 7.2 7.2 - 5.0' 7.6 12.6

Ghana 45.0 10.0 55.0 45.0 10.9 55.9 45.0 18.0 5.9 68.9

Gan8a 4 0.0 8. - 10.7 10.7 - - 11.3 11.3

Ivory Coast 63.0 8 63.0 63.0 - 63.0 48,0 15.0 - 63.0

Liberia 29.3 6.0 35.3 29.3 10.5 39.8 29.3 5.0 10.5 44.8

Mali - 25.0 25.0 - 11.1 11.1 - - 11.g 11.8

Mauritania - 8.0 8.0 7.5 7.5 - - 7.9 7.9

Niger - 18.0 18.0 - 32.7 32.7 - - 34..7 34.7

Nigeria 139.0 - 139.0 100.0 - 100.0 100.0 - - 100.0

Senegal -0.0 2.0 62.0 60.0 5.1 65.1 45.0 18.0 2.8 65.8

Sierra Leone - 7.0 6.3 - 9.1 9.1 - 9.0 9.6 18.6

Togo 60.0 7.n 6-3 7.0 60.0 8.1 68.1 55.0 5.0 8.6 68.5

Upper Volta - 10.0 10.0 - 22. 1 22.1 - - 23.4 23.4

Total 44 3 163.3 609-6 400.0 179.4 59.4 35_.0 101 .0 172.5 623.5

Europe, Mid. East
& N. Africa8
Afghanistan - 30.0 30.0 - 23.8 23.8 - 25.2 25.2

Algeria 140.0 140.0 120.0 - 120.0 120.0 - - 120.0

Bahrain 10.0 10.0 10.0 - 10.0 10.0 - - 10.0

Cyprus 15.0 - 15.0 15.0 - 15.0 15.0 - 15.0

Egypt 150.0 65.0 215.0 150.0 86.1 236.1 150.0 50.0 46.5 246.5

Finland - 7 - - - 7

Greece 70.0' - 70.0 70.0 - 70.0 70.0 - - 70.0

Iran 87.5 087.5 60.0 - 6p.0 60.0 - - 60.0

Ireland 20.0 - 20.0 20.0 - 20.0 20.0 - - 20.0

Israel - - 2 0 - -
Jordan 20.0 - 20.0 20.0 - 20.0 20.0 - - 20.0

Lebanon 15.0 - 15.0 15.0 - 15.0 15.0 - - 15.0

Morocco 75.0 15.0 75.0 - 75.0 75.0 - 75.0

Oman - - 0 0 5 - - 5
Portugal 50.0 50.0 50.0 - 50.0 50.0 - - 50.0

Romania 160.0 - 160.0 160.0 - 160.0 160.0 - - 162.0

Spain 25.0 - 25.0 25.0 - 25.0 25.0 - - 25.0

Syria 40.0 - 40.0 40.0 - 610.0 40.0 - - 40.0

Tunisia 60.6 - 60.6 60.0 - 60.0 60.0 - - 60.0

Turkey 230.0 230.0 230.0 - 230.0 230.0 - - 230.0

Yemen, A.R. - 8.0 .0 - 8.2 8.2 - 8.7 8.7

Yemen, P.D.R. - 6.0 6.0 204.

Yugoslavia 2400 _. Q 24 00 2-0 8 10.4

Totl 108.1 JQI V0 0 -- 1

P
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Boli ia 47.0 - 47.0 47.0 - 4/0 41.0 6.0 - 47.0
Braz i i 575.0 - 575.0 500.0 - 500.0 525.0 - - 525.0
CABEl - - - - - - - -
Carib.Region 20.0 - 20.0 20.0 - 20.0 25.0 - - 25.0
Chile 70.0 - 70.0 70.0 - 70.0 70.0 - - 70-.0
Coloc)ia 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 20.0 - 20.0 22.0 - 22.0
Ecuador 50.0 - 50.0 50.0 - 50.0 50.0 - - 50.0
El Salvador 14.0 - 14.0 14.0 4.5 18.5 8.0 5.0 4.5 1-.5
Guate-ala 15.0 - 15.0 15.0 - 15.0 15.0 - - 15.0
Guyars 10.0 - 10.0 10.0 - 10.0 10.0 - - 10.0
Haiti - 15.0 15.0 .1 8.1 - - 8.6 8.6
Honde -as 3.0 7.0 10.0 3.0 10.5 13.5 8.0 15.0 5.7 28.7
Jamiaica 3.0 - 3.0 3.0 - 3.0 3.0 - - 3.0
Mexico 360.0 - 360.0 360.0 - 360.0 360.0 - - 360.0
Nicaragua 4.0 - 4.0 5.0 - 5 ., 15.0 - - 15.0
Panar& 40.0 - 40.0 40.0 - 40.0 40.0 - - 40.0
Paragua. - 4.0 4.0 - 3.1 3.1 - 0.0 1.7 7.7
Peru 135.0 - 135.0 135.0 - 135.0 !40.0 - - 40.0
Trin. . o:. 18.0 - 13.0 18.0 - 18.0 - - .0
Urugcs. 35.0 - 35.0 35.0 - 35.0 40.0 - - 4.0
Venez..ela 30.0 - 30.0 30.0 - 30.0 30.0 - - _ .0

To-al 1309.0 26.0 1935.0 1700.0 26.2 1726.2 5F50.0 32.0 20.5 5

East Asia 4
Pacific

Fij i 15.0 - 15.0 15.0 - 15.0 15.0 - 15.0
indores;a 400.0 - 400.0 400.0 - 400.0 400.0 - - 400.0
Korea 325.0 - 325.b 275.0 - 275.0 300.0 25.0 - 325.0
Malaysia 145.0 - 145.0 145.0 - 145.0 165.0 - - 165.0
Papua N.C. 30.0 12.0 42.0 30.0 12.0 42.0 30.0 - 12.0 42.0
Philippines 277.0 - 277.0 275.0 - 275.0 260.0 25.0 - 285.0
Singapore - - - - -
Thailand 230.0 - 230.0 210.0 - 210.0 210.0 25.0 235.0
Weste-n Sa--oa - - - - - -

Total 1422.0 12.0 1434.0 1350.0 L260l4362.0 138c.0 75.0 2.0 fT47.6

South Asia
Bang d I - 150.0 150.0 - 194.7 194.7 - - 206.3 206.3
Burma - 40.0 40.0 - 46.6 46.6 ,- - 49.5 49.4
India 60.0 600.0 660.0 90.0 677.0 767., 6-0.0 125.0 677.( 862.0
Nepal - 36.0 36.0 - 42.2 42.2 - - 44.7 44.7
Paki s 50.0 81.0 131.0 50.0 106.3 156.3 - 50.o 112.7 162.7
Sri L j -- 35.0 34.0 - 52.3 52.3 - - 55 4.

To: 110.0 542.0 1052.0 140.0 111a. I0.0 1 7.O 1

GRAND TOT'L 5487.1 1501.4 6988.5 5200.0 1711.8 51. 52-u0.0 500.0 1u 73n9.

7/24/75
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7/25/75

Establishment of an Intermediate Financing Facility

Back-Up Note #8

Treatment of Risks (para. 12)

1. 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, Davies, 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 s-lower) 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
bonds and not in Bank obligations; thelselection of

maturities would be made in such a way that interest
and amortization would together closely approximate
the projected payment obligati'ons of the fund.

(b) the commitment authority for Third Window loans would

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.

(c) if the actual re-investment 4rate is different from that
projected and a deficit in subsidy fund resources results,
the borrow 0 s' final interest payments under the' loan would
be (cduced pn a pro rata basis. If there is a surplus,
it would tcchnical ly 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 bc adjusted
in each of the first few years, as interest earnings are
re-i nvs ted. When disburscmeniats are complte, I o the subsidy
fund investr.nts will be adjusted to mat tch the (then firn)
time p!rofile of fund payment obligations. Any gain (or
loss) due to these transactions would be handhled as in (c)
a boV.
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(e) the possibility of shortfalls in subsidy resources due to
exchange rate variations 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
would be adjusted pro rata to fit the resources available.
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 loans should not be eligible for Third Window
terms. If necessary, such loans should be handled by
additional IBRD or IDA operations.

2. The alternative of having the Bank carry one or more of these

th ree risks was considered. There does not appear to be any practical

way to transfer to the Bank the risk of a shortfall in s.ubsidy funds due

to differences in rates of disbursement from what is projected at the

time of commitment. The treatment proposed for tfhe currency problem

will eliminate variations on account of pxchange rate changes. If, as

could well happen, this approach provokes charges of "blas" or of being

unnecessarily "dollar-based," our response should emphasize the administrative

advantages and say that more elaborate arrangements cannot be justified

for a relatively small one-year operation.

3. There is a practical way of handling the interest rate risk:

the Bank could agree to "guarantee" a fixed rate of interest (say 8.25%

on the re-inves tment of subsidy fund earnings in the early years of the

scheme. The risk to the Bank would be small. But, correspondingly, the.

gain to the fund would be smal.l both in absolute terms and in relation

to the uncvoidable disbursement risk. For this reason, and in order to

avoid compli cated expla nat ions to our underwriters and others, this

' guarantee"approach is not recommnded
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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 1974. 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 it

Netherlands 20 .t
Norway 4 i
Qatar 5
Saudi Arabia 25 "
United Kingdom 10 "
Venezuela 10

Total $llh "
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Contributions in this amount would be sufficient to finance an estimated $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

,in 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. In his memo Mr. McNamara
examines the impact of the extra lending on IBRD's borrowing pm gram 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 outlined in the
memo. The Interest Subsidy Fund, consisting of contributions made by donor coun-
tries, would be used to 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.



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. Each 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 would 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 FY77
and FY78.
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THE WORLD BANK
Washington, D.C. 20433

U.S.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

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 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 issues which were not examined in
depth in the earlier discussions because financing 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
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several still subject to legislative approval, now appear to be
sufficient to warrant our proceeding with the steps necessary to

implement a facility 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 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 11: Additionality of Third Window Operations

4. 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. I 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
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. 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 which
do not obtain Third Window loans would benefit from the reallocation
of these funds. Some Thir Window loans may also take the form of
joint financing with IBRD r 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.
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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 this 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. I 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 4000 4300 4650 5050 21750
Third Window - +200 +300 +200 +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 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 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.
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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 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 III: 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 4 million
Qatar 5 million
Saudi Arabia 25 million
United Kingdom 10 million
Venezuela 10 million

Total 114 million-a

/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 Italy 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.
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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 is 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 reason]/ 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.
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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 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 (Iii) 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.

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)).
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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, I 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

22.. I 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.

Attachment



INTERNATIONAL 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 Chairman 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.
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(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
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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
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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 payments 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.
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(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

Admi n i st rator.

(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

affai rs.

(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, income, costs and expenses

pertaining to the Fund as a financial unit independent of the other
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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.
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(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
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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
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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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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: DR. HANNES ANDROSCH DATE: JULY 18, 1975

MINISTER OF FINANCE CLASS OF
SERVICE: TELEX 11688 A

VIENNA

COUNTRY: AUSTRIA

TEXT:
Cable No.:

I MUCH APPRECIATE YOUR CABLE OF JULY ELEVENTH IN WHICH YOU EXPRESSED

YOUR RENEWED SUPPORT FOR IBRD LOANS ON INTERMEDIATE TERMS STOP I 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 I 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

(continued)

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME

DEPT.

SIGNATURE
(SIGNATURE OF IN IVIDUAL AUTHORIZED To APPROVE)

REFERENCE: For Use By Communications Section

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:



Form NIo. 27
(3-70)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: DR. HANNES ANDROSCH DATE: JULY 18, 1975

MINISTER OF FINANCE CLASS OF
SERVICE: TELEX 11688

VIENNA\

COUNTRY: AUSTRIA

TEXT:
Cable No.: PAGE TWO

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

FORMALIZING ARRANGEMENTS FOR THE THIRD WINDOW NOW BEFORE THE BANK'S

EXECUTIVE DIRECTORS ALLOWS FOR NOTIFICATIONS OF CONTRIBUTIONS UNTIL

DECEMBER 31, 1975 STOP I TRUST THIS WILL GIVE YOUR GOVERNMENT AMPLE

TIME TO TAKE AFFIRMATIVE ACTION ON A GENEROUS THIRD WINDOW CONTRIBUTION

STOP BEST REGARDS

ROBERT S. MCNAMARA

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

Cleared with & cc: Mr. Gabriel
NAME John H. Adler, Director

DEPT. o m B I( 1- cc: Messrs. Cargill o.r.
DEPT. PrOgrammin! & B dge gHatr

SIGNATURE
(SIGNATURE OF I DIVIDUAL AUTHORIZED TO APPROVE)

REFERENCE: JHAdler/ e s For Use By Communications Section

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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ASSOCIATION I RECONSTRUCTION AND DEVELOPMENT - ORPORATION

fOFF CE MEMORANDUM Cc
TO: P & B Files DATE: July 17, 1975 KA-,.

FROM: John H. Adler, Director

SUBJECT: Third Window Paper - Reaction of Dr. Rota

At Mr. Damry's request, I 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.

"Italy and Spain are ready to. contribute
to subsidize the interest burden provided,
of course, that other potential donors
contribute their share."

I 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 I 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. I
then said that I assumed Dr. Carli knew that the US. was not likely to
contribute. Dr. Rota then said I thought that Dr. Carli had contributions
from other major EEC countries in mind. When Dr. Rota commented that the
specific reference to Italy in the paper could lead to a misinterpretation,
I assured him that there was no intention of misrepresenting Italy's
position. He did not pursue the matter further.

I am writing this note because Dr. Rota may stress the condi-
tionality of the contributions 'of Italy and Spain at the Board meeting.

JHAdler:cbm

cc: Mr. McNamara
Mr. Ca rg ill (o.r.)
Mr. Shoaib
Mr. Damry
Mr. Nurick
Mr. Stern
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: HIS EXCELLENCY DATE: JULY 16, 1975
SHEIKH ABDUL AZIZ AL-THANI
MINISTER OF FINANCE AND PETROLEUM CLASS OF
DOHA SERVICE: (X 5077)

COUNTRY: QATAR

TEXT:
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

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: SElFishawy/rh For Use By Communicat ns Section

July 15, 1975
ORIGINAL (File Copy)

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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MEMORANDUM FOR THE RECORD

Second Meeting to Discuss Third Window Paper, July 15, 1975

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 their investment.

Mr. McNamara also asked Mr. Adler to show examples of different payment

methods for donor contributions and the influence on Bank income.

cc: Mr. Goodman o/r

SB
July 16, 1975
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r. {oboert j. .cNaimara

Peresident.

International Banik for Reconstriction & Development

vashin-ton, D. C. U. S. A.

Dear dr. President:

We refer to the establishmient of the Third Window facility at world

Bank group, and request on this occasion the study granting of loan under

this faciliLty for finncin' the execution of the development projects stated

below for tie Syrian Airab Iepublic in veiw of the pressin; need for the

acconlishment of these Projects.

Project A!mount of loan requested

M_illion Dollars

1- Low Eumnirates Basin Right Terrain

on an area abo ut 50,000 Hectares 220

2- Half of part 3 of Balikh on an

area of 13,000 Hectares 50

3- Financing Third sta-eof Ieherdeh

projiect 120

4- Nain tunnel of Fijeh spring'r and
40

connections

Itoping to be informed of the steps taken in this reg-ards, e remain,

Sincerely Yours,

Moiaiirrad Alcharif

)insiter of Finace
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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
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THE WORLD BANK
Washington, D.C. 20433

U.S.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

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 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 issues which were not examined in
depth in the earlier discussions because financing 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
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several still subject to legislative approval, now appear to be

sufficient to warrant our proceeding with the steps necessary to

implement a facility 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 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 I[: Additionality of Third Window Operations

4. 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. I 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
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. 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 1BRD 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 this 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. I 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 4000 4300 4650 5050 21750
Third Window - +200 +300 +200 +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 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 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

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 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 III: 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 4 million
Qatar 5 million
Saudi Arabia 25 million
United Kingdom 10 million
Venezuela 10 million

Total 114 millionma

/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 Italy 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.
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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 is 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.
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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 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 (iii) 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.

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)).
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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, I 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

22. I 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.

Attachment



INTERNATIONAL 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 Chairman 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.
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(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
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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 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 payments 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.
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(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.
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(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, Income, costs and expenses

pertaining to the Fund as a financial unit independent of the other
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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.
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(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
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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
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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 e

Meeting to Discuss the Third Window Paper, July 14, 1975

Present: Messrs. McNamara,. Knapp, Broches, Shoaib, Nurick, Adler

Mr. Knapp said that Third Window loans should be considered 4-1/2% loans

rather than 8-1/2% loans with the 4% subsidy. Mr. McNamara agreed and 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.

cc: Mr. Goodman o/r

SB
July 15, 1975
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Mr. I.P.M. Car-ill July 11, 1475

Masaya 11attorI /

Third Vindow Sweden

Mr. Aase told me that !e hed received a request fro- >wedeT to
keep then fully informed of the pro-:ress in the nepotiations for T"ird
Window Interest Subsidy und contributitors. "e thin-s that this is a 7i-n
that the Swedes may reconsider tetir position. The 'or.weians and panes
are going to continue their efforts to persuade the "wee to jobi. I
ave "r. Aase a run-do-m of the necotiations.

iattori/rf



Mr. Tarao M"Ieda Ju -, 175

Masaya Niattori

Third Window 'legotiat iorns

1. I am replying, to your telex ? 268 on the subject matter. on

instructions of Mr. Cargill who is leaving today on a mission.

2. The present position of ne.otiations for contributions to the

subsidy fund of the Third N4indow is attached. You will be kept informed

of developments.

3. As you see from the table comitments now amount to AlJ "tllion:

all indications are that the Third "indow will be establishekd very shortly.

4. On the Guestion of negotiations with the Japanese Government for

their participation, 4r. Cargill thinks that the tirmie is inopport-ne to

initiate any contacts with the Japanese -overnment on the subject. There-

fore you should not take any initiative on this 4atter at this time.

Mr. Cargill feels that negotiations should be resumed with the

Jat an se Goverrnrent only after the 7rench rd German Governments start

considerin participating in the iterest subsidy fund. When that hapners
or when he judges it appropriate in consi4eration of other factors he A11

personally initiate the resumption of negtiations with the Japanene overn-

ment through the Japanese Fxecutive !irector which he considers the anpro-

priate channel for substantive cormnunication with the Japanese Covernment.
You will be fully inforne of these developments and be called upon to

facilitate the negotiation as ay e necessary.

Attachment

iTattori/rf



Third Window Contributions
Status as of July 11, 1975

Recapitulation

(million US$s)

Country Confirmed Subject to Definite Total Remarks

Parliamentary Approval Commitment (Availability)

Canada 20 20 Requires
Ministerial
Decision

Kuwait 20 20 End July

Netherlands 20 20

Norway 4 4 After September

Saudi Arabia 25 25 As soon as Fund
established

UK 10 10 End July

Venezuela 10 10 September

Qatar .1

44 70 114

In addition:

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 billion

Third Window lending.

2. Switzerland 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 Government decision on participation.



Progress on Third Window Contributions as of July 11, 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 that contribution of $20 million has

support at official level but requires Ministerial

decision.

Denmark: Awaiting contributions by more big countries.

Finland: Contribution possible but unlikely.

France: Awaiting resolution of other issues on monetary 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: RSM to cable Fukuda with specific proposal as soon as

present' pledges jonfirmed.

Kuwait: El Fishawy reports provision has been made in budget for

a contribution of $20 million.

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.
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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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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 108 AUSTRIA

HAS BEEN THE FIRST COUNTRY TO OPEN SUCH A THIRD WINDOW. THE

QUESTION OF OUR PARTICIPATION IN THE NEW FACILITY IS 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 I AM NOT IN A

POSITION TO INDICATE WHETHER AUSTRIA WILL CONTRIBUTE TO

THE INTEREST SUBSIDY FUND. I 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.

I COULD IMAGINE THAT PART OF THESE FUNDS COULD BE TRANSFERRED

TO THE ACCOUNT OF THE THIRD WINDOW.

REGARDS

DR. ANDROSCH

EO W
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Mr. A.K. Rawlinson July 7, 1975

I.P.M. Cargill

U.K. Contribution to Third Window

Thank you for your memoranduw of June 30. 1 note 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 attend the Development Comittee
meeting in Paris and was informed by some who did that the U.K. delegation
referred to an upper limit 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 fact Mr. King took precisely the position
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.K.
position will be clearly stated in any paper that is circulated to other
countries.

IPM-l-argill/ e
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COUNTRY: BELGIUM 
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TEXT: AT THE RECENT MEETING OF THE DEVELOPMENT COMMITTEE OF THE BANK AND THE FUND INCable No.:
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 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 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
OTHER

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: CLEARANCES AND COPY DISTRIBUTION:

NAME Robert S. McNamdta cc: Mr. de Groote

DEPT.

SIGNATUlRE
SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

REFEREN Goodman/rf For Use By Communications Section

ORIGINAL (File Copy)
I ORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: DR. D. HANNES ANDROSCH DATE: mmX(Em
FINANCE MINISTER Sff JULY , 1975
VIENNA ( Telex # 11688) CLASS OF

SERVICE: TELEX

COUNTRY: AUSTRIA

C TbEXNT: f'E
Cable o AT THE RECENT MEETING OF THE DEVELOPMENT COMMITTEE OF THE BANK AND THE ND 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 SUBSTANTIALLY 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

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Robert S. NcNama 4k

DEPT. cc: Mr. de Groote

SIGNATUlREF _____________________________

SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)
REFERENCE JFor Use By Communicati s Section

JGoodman /rf

ORIGINAL (File Copy)
PORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Mr. I.P.M. Cargill July 2, 1975

Saad S. El Fishawy

KUWATT: "Third Window" - Action by National Assembly

I called Mr. Al-Hamiad 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 Mfinisters 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. le 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.

StlFishawy/rh

cc: Messrs. YcNamara
Knapp
Goodman
Nurick

Kochman o/r
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INTBAFRAD PARIS -

JULY 1, 1975 ir0.

INT3AFRAD PARIS

1397 FOR GOODA FOR I_1 7IATE DELIVERY

REUR 1057

1. EYE SPOKE YLTERDAY TO FRENCH T2EASURY A0OUT PROCEDURE FOR

ESTARLISHMENT OF THE THIRD WINDOW I WAS TOLD THAT FRENCH

PREFERENCE FOR A DECISION SY OUARD OF GOVERNORS VERSUS OARD OF

XECUTIVE DIRECTORS HAD .7 INSPIRED BY POLITICAL RATHER THAN LEGAL

CONSIDERATIONS. THE FRENCH A'ITHORITIES, AT TIZE THIS PZ "CE

WA IXRESSED, HAD LINKED THE FINANCING OF THE.THIRD WINDO

TO A SATIFACTORY SOLUTION TO THE IMF GOLD ISSUE. SINCE THIS ISSUE

WAS OBVIOUSLY TO BE SETTLED CY MINISTERS, THE FRENCH THOUGHT THAT,

FOR REASON OF SYMMETRY, THE THIRD WINDOW DECISION HAD TO BE MADE

AT THE LEVEL OF I 2ISTcE, I.E. MY THE BOARD OF GOVERNORS.

?. IT sEEM NO AS THOUGk TEE FRENCH WOULD EVENTUALLY AGRE'

0N LOOSE&InG THE TECHNICAL LINK THEY HAD RECO ENDED E2TVEEN THE

I TITUTION OF I G -OLD TO MME COUNTRIES AND THE FINANCING OF

TIE THIRD 4INDOU. U THE CIRCUMSTANCES, THE A OVE R7AO NING

HAS LOST SOME OF ITS MERITUAND I WAS TOLD THAT IT WOULD E R EVIEED

ACCORD I PLY.

3. TOD Y, THE TRZASURY CALLED TO INFORM ME THAT FACE -AS 10,11'

PREPA0 ED T ACCEPT THAT THE DECISION FOR THE ESTABLIMET OF THE

THIRD WINDOW hE ADE BY 0U0 EXECUTIVE BOARD.

CAR.IERE
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