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AGREEMENT
BETWEEN THE EUROPEAN ECONOMIC COMMUNITY (EEC)
AND BELGIUM, DENMARK, THE FEDERAL REPUBLIC OF
GERMANY, FRANCE, IRELAND, ITALY, LUXEMBOURG,

THE NETHERLANDS , THE UNITED KINGDOM,
MEMBER STATES OF THAT COMMUNITY (MEMBER STATES),

ON THE ONE HAND,
AND THE INTERNATIONAL DEVELOPMENT ASSOCIATION

ON THE OTHER HAND

Whereas :

(a) The EEC has decided to contribute to the Special Action Programme
decided at the Conference on International Economic Co-operation
in order to help meet the immediate needs of individual low-income
countries facing general problems of transfer of resources hampering
their development;

(b) In order to implement the above-mentioned decision the EEC has
requested the Association to administer for them a special account
(Special Action Account) in the aggregate amount of the equivalent of
385 million dollars, to be kept separate and apart from all other
accounts and assets of the Association and to be used for credits
(Special Action Credits) in amounts which will be additional, in respect
of both programme and project lending, to the amount of the Associa-
tion's planned programme for the period of commitment of the Special
Action Account for each country eligible to receive them and otherwise
on the basis set forth below;

(c) It is the objective of the EEC and the Member States, and the
Association shall use its best efforts to assure, that the entire amount
to be contributed by the Member States be committed within six
months from the effective date of the Agreement and disbursed on
credits as far as possible within two years from the effective date;

(d) The EEC and the Association have consulted regarding the proposed
implementation and administration of this Agreement and the commit-
ment of funds to assure a broad and balanced geographical distribution
thereunder. To that end the Association has furnished the EEC with
a table showing the manner in which it would propose to apply the
criteria set forth in this Agreement;

Now therefore, the Parties hereby agree as follows :

ARTICLE I

Establishment and Administration of the Special Action Account

SECTION 1

There is hereby established by the Association a special account entitled
" Special Action Account " constituted by the monies which the Member
States shall contribute to the Special Action Account in accordance with the
provisions of this Agreement which shall be held in trust and used by the
Association, acting as Administrator (the Association acting in that capacity
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is hereinafter referred to as the Administrator) only for the purpose of, and
in accordance with, the provisions of this Agreement. The Special Action
Account shall be kept separate and apart from all other accounts and assets
of the Association.

SECTION 2

Each Member State shall make a contribution to the Special Action
Account in an amount in its own currency equivalent as of the date of
signature of this Agreement to the United States dollar amount specified
below opposite its name.

Member States Amount
(US$ million)

Belgium 15.90
Denmark ... ... ... ... ... ... 11.28
Federal Republic of Germany ... ... ... 11908
France ... ... ... ... ... ... ... 56.48
Ireland ... ... 1.04
Italy ... ... ... ... ... ... ... 34.92
Luxembourg ... ... ... ... ... ... 0.50
Netherlands ... ... 30.80
United Kingdom ... ... ... ... ... 115.00

385.00

SECTION 3

Payment of each contribution shall be made as follows:

(a) Payment shall be made in the form of cash or non- interest bearing
notes of the Member State payable on demand in its currency and
to the order of the Association , as Administrator of the Special Action
Account , and deposited in the depository of the Association in the
country concerned.

(b) Payment shall be made in two instalments :

(i) the first , consisting of at least 45% of each contribution , shall be
made within 30 days after the effective date of this Agreement,
or such other date as may be agreed between the EEC and the
Administrator;

(ii) the second , consisting of the balance of the contribution , shall be
made by January 1, 1979 or such other date as may be agreed
between the EEC and the Administrator taking account of the
time necessary for parliamentary approval of the annual budgets.

(c) Any Member State which so wishes may make its payments more
rapidly than as indicated above.

SECTION 4

The Administrator shall draw on the cash or notes on an approximately
pro rata basis in accordance with the Association 's normal procedures in
order to meet disbursements of Special Action Credits and to maintain a
reasonable working balance in the Special Action Account.
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ARTICLE II

Utilization of Special Action Account

SECTION I

All amounts credited to the Special Action Account shall, in accordance
with the EEC's requirements, be used by the Administrator exclusively for
the purpose of making Special Action Credits to low income member
countries of the Association with immediate needs, in particular among the
least developed(') and the most seriously affected(') of the developing
countries, whose prospects for development have been seriously curtailed by
external factors and which are faced with general problems connected with
the transfer of resources and which may, as a result thereof, be faced with
debt service difficulties. In making such credits, the Administrator shall,
in accordance with the EEC's requirements, be guided by the following
factors:

(i) the relative poverty of the developing country concerned and its long-
term growth potential;

(ii) the extent to which the country concerned depends on official
development assistance for its external capital resources;

(iii) the extent to which international economic factors contributed to the
current and prospective economic problems of the country;

(iv) developments in and prospects for the country's export earnings;

(v) the capacity of the country to import goods essential to the
development process;

(vi) the composition and the trend of the debt service obligations of the
country and its capacity for any further borrowing upon non-
concessional terms; and

(vii) the extent to which the problems of the countries concerned are
likely to be met by contributions from other sources.

SECTION 2

Each Special Action Credit shall be made for the purpose of financing a
clearly identifiable, quick-disbursing development programme or project
(including a sector project) which, whether or not it is included in the
Association's own lending programme, shall be appraised, approved and
administered in accordance with the procedures and practices applicable to
development credits made out of the Association's regular resources, taking
account of the objective of additionality referred to in paragraph (b) of the
Preamble to this Agreement. The resources of the Special Action Account
shall not be used in substitution for regular resources of the International
Bank for Reconstruction and Development (the Bank) or of the Association
committed under a loan or credit for a programme or project which, at the
effective date of this Agreement, shall have been approved by the Executive
Directors of the Bank or the Association.

(1) As those terms are defined from time to time by or pursuant to Resolutions of
the United Nations General Assembly.
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SECTION 3

Except as provided in Section 4, the terms of repayment of each Special
Action Credit shall be the same.as those generally applicable to development
credits made by the Association, that is to say, it shall be repayable over
50 years and with a ten years' grace period. Special Action Credits shall
not bear interest.

SECTION 4

Special Action Credits shall be made in one or more currencies of the
Member States and shall be repayable in those currencies.

SECTION 5

Consistent with the normal procedures of the Association, the
Administrator is authorized to require each borrower under a Special
Action Credit to pay to the Association a service charge at the rate of
three-fourths of one per cent (3 /4 of 1%) per annum, payable in any currency
acceptable to the Association, on the principal amount of the Credit with-
drawn and outstanding from time to time to compensate it for the services
rendered hereunder. Amounts paid for this charge shall be paid directly to
and retained by the Association.

SECTION 6

Each Special Action Credit shall be evidenced by a separate credit
agreement between the borrowing country and the Administrator, indicating
in particular the origin of the resources.

SECTION 7

The proceeds of each Special Action Credit may be used for expenditures
in the currency of the borrowing country or for goods produced in, or services
supplied from, (i) any of the Member States; (ii) developing countries which
are members of the Association and which could be recipients of a Special
Action Credit, as determined by the Administrator at the time of the
agreement of the credit.

SECTION 8

The principal repayments of Special Action Credits shall be made
payable to the Special Action Account and the amount of the currency of
a Member State so repaid shall as soon as practicable thereafter be returned
by the Administrator to such Member State. The Association shall not be
liable for any shortfall in the repayment of Special Action Credits.
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ARTICLE III

Reports, Consultation

SECTION 1

Until all Special Action Credits shall have been committed, the Admini-
strator shall keep the EEC informed of projects and programmes being
prepared for consideration by the Executive Directors and those which have
been approved by the Executive Directors. During the period of disburse-
ment of Special Action Credits the Administrator shall inform the EEC
quarterly of the progress of the Special Action Credits and of the
disbursements made thereunder. The Administrator shall, as soon as
practicable after the end of each fiscal year of the Association, furnish to the
EEC a detailed statement of the Special Action Account, together with an
opinion of the Association's own external auditors of such statement. After
the Special Action Credits shall have been fully disbursed, the Administrator
shall as soon as practicable furnish to the EEC a detailed report on the
projects and programmes financed from the Special Action Account.

SECTION 2

The Administrator shall establish and maintain appropriate records and
accounts to identify the contributions to the Special Action Account, the
commitments to be financed out of the Account , and the receipts and
disbursements of funds in the Account and repayments to the Member States.

SECTION 3

The EEC and the Administrator shall fully co-operate with each other to
achieve the purposes of these arrangements . To that end , until the Special
Action Account is fully disbursed, the EEC (acting through the Commission
of the European Communities) and the Administrator shall, from time to
time, exchange views on the status and condition of the Special Action
Account, on the progress of the programmes or projects financed out of
the Special Action Credits , and on all other matters relating to these
arrangements.

ARTICLE IV

Termination , Distribution

SECTION 1

If this Agreement shall not have become effective by December 31, 1978,
or such later date as may be agreed between the EEC and the Association,
this Agreement, and all obligations of the parties thereunder shall forthwith
terminate.

SECTION 2

If and when the entire principal amount of all Special Action Credits
withdrawn by borrowers thereunder shall have been repaid and returned to
the Member States in accordance with Article II, Section 8 of this Agreement,
this Agreement and all obligations of the parties thereunder shall forthwith
terminate.
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ARTICLE V

Final Provisions

SECTION 1

This Agreement shall be approved by each Member State and the EEC
in accordance with the procedural requirements of each party.

SECTION 2

The Government of each Member State shall notify the General
Secretariat of the Council of the European Communities when such pro-
cedural requirements applicable to it have been completed. The General
Secretariat shall forward such notifications, together with a notification that
the EEC has duly approved this Agreement, to the Association.

SECTION 3

This Agreement shall become effective and enter into force on the first
day of the month following receipt by the Association of such notifications(').

SECTION 4

This Agreement is drawn up in duplicate, in the Danish, Dutch, English,
French, German and Italian languages, all these texts being equally
authentic(').

Done at Brussels on the second day of May in the year one thousand
nine hundred and seventy-eight.
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