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AGREEMENT ESTABLISHING
THE INTER-AMERICAN INVESTMENT CORPORAT ION
The countries on behalf of which this Agreement is signed agree to create

the Inter-American Investment Corporation, which shall be governed by the fol-
lowing provisions:

ARTICLE I

PURPOSE AND FUNCT IO NS

Section 1. Purpose

The purpose of the Corporation shall be to promote the economic develop-
ment of its regional developing member countries by encouraging the establish-
ment, expansion, and modernization of private enterprises, preferably those
that are small and medium-scale, in such a way as to supplement the activities
of the Inter-American Development Bank (hereinafter referred to as “"the Bank").

Enterprises with partial share participation by government or other public
entities, whose activities strengthen the private sector of the economy, are
eligible for financing by the Corporation.

Section 2. Functions

In order to accomplish its purpose, the Corporation shall undertake the
following functions in support of the enterprises referred to in Section 1:

(a) Assist, alone or in association with other lenders or investors, in
the financing of the establishment, expansion and modernization of
enterprises, utilizing such instruments and/or mechanisms as the Cor-
poration deems appropriate in each instance;

(b) Facilitate their access to private and public capital, domestic and
foreign, and to techaical and managerial know-how;
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(¢) Stimulate the development of investment opportunities conducive to
the flow of private and public capital, domestic and foreign, into
investments in the member countries;

(d) Take in each case the proper and necessary measures for their financ-—
ing, bearing in mind their needs and principles based oan prudent ad-
ministration of the resources of the Corporation; and

(e) Provide technical cooperation for the preparation, financing and ex-
ecution of projects, including the transfer of appropriate technology.

Section 3, Policies

The activities of the Corporation shall be conducted in accordance with
the operating, financial and investmeat policies set forth in detail in Regu-
lations approved by the Board of Executive Directors of the Corporation, which
Regulations may be amended by said Board.

ARTICLE II

MEMBERS AND CAPITAL

Section 1. Members

(a) The founding members of the Corporation shall be those member coun-
tries of the Bank that have signed this Agreement by the date specified in Ar-
ticle XI, Section 1(a) and made the initial payment required in Section 3(b)
of this Article.

(b) The other member countries of the Bank may accede to this Agreemeat
on such date and in accordance with such conditions as the Board of Governors
of the Corporation may determine by a majority representing at least two-thirds
of the votes of the members, which shall include two-thirds of the Govermors.

(¢) The word "members' as used in this Agreement shall refer only to mem-
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ber countries of the Bank which are members of the Corporatiocn.

Section 2. Resources

(a) The initial authorized capital stock of the Corporation shall be two
hundred million dollars of the United States of America (US$200,000,000).

(b) The authorized capital stock shall be divided into twenty thousand
(20,000) shares having a par value of ten thousand dollars of the United States
of America (US410,000) each. Any shares not initially swscribed by the found-
ing members in accordance with Section 3(a) of this Article shall be available
for subsequent swscription in accordance with Section 3(d) hereoE.

(c) The Board of Governors may increase the authorized capital stock as
follows:

(i) by two-thirds of the votes of the members, when such increase
is necessary for the purpose of issuing shares, at the time of
initial subscription, to members of the Bank other than found~
ing members, provided that the aggregate of any increases
authorized pursuant to this subparagraph does not exceed 2,000
shares;

(ii) ia any other case, by a ma jority representing at least
three-fourths of the votes of the members, which shall include
two-thirds of the Governors.

(d) In addition to the authorized capital referred to above, the Board of
Governors may, after the date in which the initial authorized capital has been
fully paid in, authorize the issue of callable capital and establish the terms
and coaditions for the subscription thereof, as follows:

(i) Such decision shall be approved by a majority representing at
least three-fourths of the votes of the members which shall

n+
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include two-thirds of the Governors; and

(ii) the callable capital shall be divided into shares with a par
value of ten thousand dollars of the United States of America
(US$10,000) each.

(e) The callable capital shares shall be subject to call only when requir-
ed to meet the obligations of the Corporation created under Article [I1, Sec-
tion 7(a). 1In the event of such a call, paymeat may be made at the option of
the member in United States dollars, or in the currency required to discharge
the obligations of the Corporation for the purpose for which the call is made.
Calls on the shares shall be uniform and proportionate for all shares, bli-
gations of the members to make psyments on any such calls are independent of
each other and failure of one or more members to make payments on any such
calls shall not excuse any other member from its obligation to make payment.
Successive calls may be made if necessary to meet the ocbligations of the
Corpor ation.,

(£) The other resources of the Corporation shall consist of:

(i) amounts accruing by way of dividends, commissions, interest,
and other funds derived from the investments of the Corpora-
tion;

(ii) amounts received upon the sale of investments or the repayment
of loans;

(iii) amounts raised by the Corporation by means of borrowings; and
(iv) other contributions and funds entrusted to its adminiscration.
Section 3. Subscriptions

(a) Each founding member shall subscribe the number of shares specified
in Annex A.
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(b) The payment for capital stock, set forth in Annex A, by each founding
menber shall be made in four annual, equal and consecutive installments each
of twenty-five percent of such amount. The first installment shall be paid by
each member in full within three months after the date on which the Corpora-
tion begins operation pursuant to Article XI, Section 3 below, or the date on
which such founding member accedes to this Agreement, or by such date or dates
thereafter as the Board of Executive Directors of the Corporation specifies.
The remaining three installments shall be paid on such dates as are determined
by the Board of Executive Directors of the Corporation but not earlier than
December 31, 1985, December 31, 1986, and December 31, 1987, respectively.
The payment of each of the last three installments of capital subscribed by
each of the member countries shall be subject to fulfillment of such legal re-
quirements as may be appropriate in the respective countries. Payment shall
be made in United States dollars. The Corporation shall specify the place or
places of payment.

(c) Shares initially subscribed by the founding members shall be issued
at par.

(d) The conditions governing the subscription of shares to be issued af-
ter the initial share subscription by the founding wembers which shall not
have been subscribed under Article II, Section 2(b), as well as the dates of
payment thereof, shall be determined by the Board of Executive Directors of
the Corporation.

Section 4. Restriction on transfers and pledge of shares

Shares of the Corporation may not be pledged, encumbered or transferred in
any manner whatever except to the Corporation, unless the Board of Governors
of the Corporation approves a transfer between members by a majority of the
Governors representing four-fifths of the votes of the members.

NIEAEN
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Section 5. Preferential subscription right

In case of an increase in capital, in accordance with Section 2(c) and (d)
of this Article, each member shall be entitled, subject to such terms as may
be established by the Corporation, to a percentage of the increased shares
equivalent to the proportion which its shares heretofore subscribed bears to
the total capital of the Corporation. However, no member shall be obligated
to subscribe to any part of the increased capital.

Section 6. Limitation on liabilit

The liability of members on the shares subscribed by them shall be limited
to the unpaid portion of their price at issuance. No mesber shall be liable,
by reason of its membership, for obligations of the Corporation.

ARTICLE III
QPERAT IONS

Saction 1. Operatin o ce dur es

In order to accomplish its purposes, the Corporation is authorized to:

(a) Identify and promote projects which meet criteria of economic feasib-
ility and efficiency, with preference given to projects that have one
or more of the following characteristics:

(i) they promote the development and use of material and human re~

sources in the developing countries which are members of the
Corporation;

(ii) cthey provide incentives for the creation of jobs;
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(iv)

V) V)

(iii) they encourage savings and the use of capital in productive
investments;

(iv) they contribute to the generation and/or savings of foreign
exchange;

(v) they foster management capability and technology transfer; and

(vi) they promote broader public ownership of enterprises through
the participation of as many investors as possible in the
capital stock of such enterprises;

Make direct investments, through the granting of loans, and prefec-
ably through the subscription and purchase of shares or convertible
debt instruments, in enterprises in which a majority of the voting
power is held by investors with Latin American citizenship, and make
indirect investments in such enterprises through other financial im
stitutions;

Promote the participation of other sources of financing and/or ex—
pertise through appropriate means, including the organization of loan
syndicates, the underwriting of securities and participations, joint
ventures, and other fomms of association such as licensing arrange-
ments, marketing or management contracts;

Conduct cofinancing operations and assist domestic financial iasti-
tucions, international institutions and bilateral investment insti-
tutions;

Provide technical cooperation, financial and general management as—
Sistance, and act as financial agent of enterprises;

Help to establish, expand, improve and finance development finance
companies in the private sector and other institutions to assist ia
the development of said sector;

=1
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(g) Promote the underwriting of shares and securities issues, and extend
such underwriting provided the appropriate conditions are met, either
individually or jointly with other financial entities;

(h) Administer funds of other private, public or semi-public institu-
tions; for this purpose, the Corporation may sign management and
trustee contracts;

(i) Conduct currency transactions essential to the activities of the
Corporation; and

(j) 1ssue bonds, certificates of indebtedness and participation certif-
icates, and enter into credit agreements.

Section 2. Other forms of investments

The Corporation may make iavestments of its funds in such form or forms ae
it may deem appropriate in the circumstances, in accordance with Section 7(b)
below.

Section 3.

The operations of the Corporation shall be governed by the following
principles:

(a) It shall not establish as a condition that the proceeds of its
financing be used to procure goods and services originating in a
predetermined country;

(b) It shall not assume responsibility for managing any enterprise in
which it has invested and shall not exercise its voting rights for
such purpose or for any other purpose which, in its opinion, is
properly within the scope of managerial coatrol;

(c) 1t shall provide financing on terms and conditions which it considers
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appropriate taking into account the requirements of the enterprises,
the risks assumed by the Corporation and the terms and conditions
normally obtained by private investors for similar financings;

(d) It shall seek to revolve its Eunds by selling its investments, provid-
ed such sale can be made in an appropriate form and under satisfac-
tory conditions, to the extent possible in accordance with Section
1(a) (vi) above;

(e) It shall seek to maintain a reasonable diversification in its invest-
ments;

(£) It shall apply financial, technical, economic, legal and institu-
tional feasibility criteria to justify investments and the adequacy
of the guarantees offered; and

(g) It shall not undertake any financing for which, in its opinion, suf-
ficient capital could be obtained on adequate terms.

Section 4. Limitations

(a) With the exceprion of the investment of liquid assets of the Corpora-
tion referred to in Section 7(b) of this Article, investments of the Corpora-
tion shall be made only in enterprises located in developing regional member
countries; such investments shall be made following sound rules of financial
management.

(b) The Corporation shall not provide financing or undertake other
investments in an enterprise in the territory of a member country if its
goverment objects to such financing or investment.

Section 5. Protection of interests
srotection of interests

=
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Nothing in this Agreement shall prevent the Corporation from takiag such
action and exercising such rights as it may deem necessary for the protection
of its interests in the event of default on any of its investmeats, actual or
threatened insolvency of enterprises in which such investments have been made,
or other situations which, in the opinion of the Corporation, threaten to
jeopardize such investments.

Section 6. Applicability of certain foreign exchange restrictions

Funds received by or payable to the Corporation in respect of an invest-
ment of the Corporation made in any member's territories shall not be free,
solely by reason of any provision of this Agreement, from generally applicable
foreign exchange restrictions, regulations and controls in force in the ter-
ritories of that member.

Section 7. Other powers
The Corporation shall also have the power to:

(a) Borrow funds and for that purpose furnish such collateral or other
security as the Corporation shall determine, provided that the total
amount outstanding on borrowing incurred or guarantees given by the
Corporation, regardless of source, shall not exceed an amount equal
to the sum of its subscribed capital, plus its earned surplus and
reserves;

(b) Invest funds not immediately needed in its financial operations, as
well as funds held by it for other purposes, in such marketable obli-
gations and securities as the Corporation may determine;

(c) Cuarantee securities in which it has invested in order to facilitate
their sale;
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(d) Buy and/or sell securities it has issued or guaranteed or in which it
has invested;

(e) Handle, on such terms as the Corporation may determine, any specific
matters incidental to its business as may be entrusted to the Corpo-
ration by its shareholders or third parties, and discharge the duties
of trustee in respect of trusts; and

(f) Exercise all other powers inherent and which may be necessary or
useful for the accomplishment of its purposes, including the signing
of contracts and conducting of necessary legal actions.

Section 8. Political activity prohibited

The Corporation and its officers shall not interfere in the political af-
fairs of any member; nor shall they be influenced in their decisions by the
political character of the member or members concerned. Only economic consid-
erations shall be relevant to decisions of the Corporation, and these consid-
erations shall be weighed impartislly in order to achieve the purposes stated
in this Agreement.

ARTICLE IV

ORGANTZATION AND MANAGEMENT

Section 1. Structure of the Corporation

The Corporation shall have a Board of Governons, a Board of Executive
Directors, a (hairman of the Board of Executive Directors, a General Manager
and such other officers and staff as may be determined by the Board of
Executive Directors of the Corporation.

Section 2. Board of Governors

<K
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(a) All the powers of the Corporation shall be vested in the Board of
Governors.

(b) Each Governor and Alternate Governor of the Inter-American Develop-
ment Bank appointed by a member country of the Bank which is also a member of
the Corporation shall, unless the respective country indicates to the
contrary, be a Governor or Alternate Governor ex—officio, respectively, of the
Corporation. No Alternate Governor may vote except in the absence of his
principal. The Board of Covernors shall select one of the Governors as
Chairman of the Board of Governors. A Governor and Alternate Governor shall
cease to hold office if the member by which they were appointed ceases to be a
member of the Corporation.

(c) The Board of Governors may delegate all its powers to the Board of
Executive Directors, except the power CO:

(i) admit new members and determine the conditions of cheir admis-

sion;

(ii) increase or decrease the capital stock;
(iii) suspend a member;
(iv) consider and decide appeals on interpretations of this Agree-

ment made by the Board of Executive Directors;

(v) approve, after receipt of the auditors' report, the general
balance sheets and the statements of profit and loss of the
institution;

(vi) rule on reserves and the distribution of net income, and de
clare dividends;

(vii) engage the services of external auditors to examine the gene-
ral balance sheets and the statements of profit and loss of
the institution;

(viii) amend this Agreement; and
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(ix) decide to suspend permanently the operations of the Corpora-
tion and to distribute its assets.

(d) The Board of Covernors shall hold an annual meeting, which shall be
held in conjunction with the annual meeting of the Board of Governors of the
Inter-American Development Bank. It may meet on other occasions by call of
the Board of Executive Directors.

(e) A quorum for any meeting of the Board of Governors shall be a majori-
ty of the Covernors representing at least two-thirds of the votes of the mewm-
bers. The Board of Governors may establish a procedure whereby the Board of
Executive Directors, if it deems appropriate, may submit a specific question
to a vote of the Governors without calling 2 meeting of the Board of Governors.

(£) The Board of Governors and the Board of Executive Directors, to the
extent the latter is authorized, may issue such rules and regulations as may
be necessary or appropriate to conduct the business of the Corporation.

(g) Governors and Alternate Governors shall serve as such without compen-
sation from the Corporation.
Section 3. Vocting

(a) Each member shall have one vote for each fully paid share held by it
and for each callable share subscribed.

(b) Except as otherwise provided, all matters before the Board of Gover-
nors or the Board of Executive Directors shall be decided by a majority of the
votes of the members.

Section 4. Board of Executive Directors
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(a) The Board of Executive Directors shall be responsible for the conduct
of the operations of the Corporation and for this purpose shall excercise all
the powers given it by this Agreement or delegated to it by the Board of Go-
vernors.

(b) The Executive Directors and Alternates shall be elected or appointed
among the Executive Directors and Alternates of the Bank except when:

(i) a member country or a group of member countries of the Corpo-
ration is represented in the Board of Executive Directors of
the Bank by an Executive Director and an Alternate which are
citizens of countries which are not members of the Corporation;
and

(1i) given the different structure of participation and compositionm,

the member countries referred to in (c)(iii) below, as per the

rotation arrangement agreed upon among said member countries,
designate their own representatives for the positions corve-
sponding to cthem in the Board of Executive Directors of the

Corporation, whenever they could not be adequately represented

by Directors or Alternates of the Bank.

(c) The Board of Executive Directors of the Corporation shall be composed
as follows:

(i) one Executive Director. shall be appointed by the member
country having the largest number of shares in the Corporation;

(ii)

nine Executive Directors shall be elected by the Governors for
the regional developing member countries;

(iii) two Executive Directors shall be elected by the Governors for
the remaining member countries.

The procedure for the election of Executive Directors shall be set forth
in the Regulations to be adopted by the Board of Governors by a majority of at
least two-thirds of the votes of the members.

One additional Executive Director may be elected by the Governors for the
member countries mentioned in (iii) above under such conditions and within
the term to be established under said Regulations and, in the event that such
conditions were not met, by the Governors for the regional developing member
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countries, in conformity with the provisions of said Regulations.

Each Executive Director may designate an Alternate Director who shall have
full power to act for him when he is not present.

(d) No Executive Director may simultaneously serve as a Governoc of the
Corporation.

(e) Elected Executive Directors shall be elected for terms of three years
and may be reelected for successive temms.

(f) Each Director shall be entitled to cast the aumber of votes which the
member or members of cthe Corporation whose votes counted towards his nomina-
tion or election are entitled to cast.

(g) All the votes which a Director is entitled to cast shall be.cast as a
unit,

(h) In the event of the temporary absence of an Executive Director and
his Alternate, the Executive Director or, in his absence the Alternate Direc-
tor may appoint a person to vrepresent him.

(i) A Director shall cease to hold office if all the members whose votes
counted towards his nomination or election cease to be members of the Corpora-
tion.

(i) The Board of Executive Directors shall operate at the headquarters
of the Corporation, or exceptionally at such other location as shall be de-
:wnnnnn by said Board, and shall meet as frequently as the business of the
institution requires.

(k) A quorum for any meeting of the Board of Executive Directors shall be
a majority of the Directors representing not less than two-thirds of the votes
of the members.
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(i)

(ii)

RO

(1) Every member of the Corporation may send a representative to attend
every meeting of the Board of Bxecutive Directors when a matter especially
affecting that member is under consideration. Such right of representation
shall be regulated by the Board of Governors.

Section 5. Basic organization

The Board of Executive Directors shall determine the basic organization of
the Corporation, including the number and general responsibilities of the
principal administrative and professional positions, and shall adopt the
budget of the institution.

Section 6. Executive Committee of the Board of Executive Directors

(a) The Executive Committee of the Board of Executive Directors shall be
composed as follows:

(i) one person who is the Director or alternate appointed by the
member country having the largest number of shares in the Cor-
poration;

(ii) two persons from among the Directors representing the regional
developing member countries of the Corporation; and

(iii) one person from the Directors representing the other member
countries.

The election of members of the Executive Committee and their alternates in
categories (ii) and (iii) above shall be made by the members of each respective
group pursuant to procedures to be worked out within each group.

(b) The Chairman of the Board of Executive Directors shall preside ove:.
meetings of said Committee. In his absence, a member of the Committee choser
by a process of rotation shall preside over meetings.

(c) The Committee shall consider all loans and investments by the Corpo
ration in enterprises in the member countries.
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(d) ALl loans and iavestments shall require the vote of a majority of the
Committee for approval. A quorum for any meeting of the Committee shall be
three. An absence or abstention shall be considered a negative vote.

(e) A report with respect to each operation approved by the Committee
shall be submitted to the Board of Executive Directors. At the request of any
Director, such operation shall be presented to the Board for a vote. In the
absence of such request within the period established by the Board, an opera-
tion shall be deemed approved by the Board.

(£) 1In the event that there is a tie vote tregarding a proposed operation,
such proposal shall be returned to Management for further review and analysis;
if upon reconsideration in the Committee, a tie vote shall again occur, the
Chairman of the Board of Executive Directors shall have the tight to cast the
deciding vote in the Committee.

(g) In the event that the Committee shall reject an operation, the Board
of Executive Directors, upon the request of any Director, may require that
Management's report on such operation, together with a summary of the Commit-
tee's review, be submitted to the Board for discussion and possible recommen-
dation with regard to the technical and policy issues related to the operation
and to comparable operations in the future.

Section 7. Chairman, Ceneral Manager and officers

(a) The President of the Bank shall be ex-officio Chairman of the, Board
of Executive Directors of the Corporation. He shall preside over meetings of
the Board of Executive Directors but without the right to vote except in the
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