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PLEDGES AND PAYMENT OF SUBSCR]PTIOI. IS ON ADT II I

Negot ia t ions  fo r  ADF I I I  rep len ishment  to  cover  the  1982-1984 lend ing

pnogramme wene concluded in Paris in Februany 1982. The l-evel of the

replenishment agreed on was FUA 1!003.26 ni l l ion as compared to Manage-

mer f t rs  p roposa]  o f  be tween FUA r ,600 mi l l ion  -  FUA 1 ,800 (a  shont - fa r l

o f  sorne  31eo) .  A  p ledge o f  FUA 4 .76  mi l t ion  expec ted  f rom the  un i ted

A:rab Emirates has since not mater ial ised. This paper analyses the f inal-

outcome of the pledges and payments on ADF II I .

Duning the Par:is meeting it was agneed by state participants that the

replenishment be lef t  open fon addit ional contr ibut ions by exist ing or

new pant ic ipants. Management had expected that an addit ional-  amount of

FUA 200 mil l ion would be made through this channel and thus bninging

total  contr ibut ions to anound FUA 11200 mir l ion. on this basis,  the

lending prognamme fon the r982-lg84 peniod was to be inplemente<l as

fol l -ows: -

L982 L 9  8 q Total-

3 5 0 400 450 I , 2 0 0

3.0 Fot lowing the Panis meeting addit ional subscript ions total l ing

FUA 95-23 mi l - l ion  have been nece ived f ro rn  I ta ty  ( r 'ua  a2 .64  n i ] t ion) .

Fr:ance (FUA 47.59 mit l ion) and portugal (FUA 10 mirr ion) and thus
na is ing  the  leve l -  o f  ADF I I I  rep len ishment  to  FUA I ,098.49  rn i l l i on

as shown in Annex I .  This level fal ls shorrt  of  the targeted FUA 1,200
mi l l ion  by  FUA 101.51  mi l - t ion  (  i .  e .  by  8 .Seo) .  The obv ious  i rnp l i ca t ion

of this short- fal l -  is that,  unless addit iànal resources are obtainecl,  the
'  

Fund should cut i ts tenci ing programme. Consideni-ng that in lgg2, the Fund

lent a total  of  FUA 349 mil l ion, the lending tanget for 1gB3 and IgB4 had
to be scaled dor,m to FUA 386 ni l l ion and FUA 415 mil-Lion respect i , rely to
confonm with the neduced levels of nesounces. The revised lending target
means that the annual-  lending gr"owth unrler ADF I I I  replenishmen.t  would
average 12.8e" as e.ompared to 239o under AIIF I I  replenishment.  This

annual gnowth i .s not only 10eo below that of  ADF I I  replenishment but also
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r : i  . ' l r rs  at t  ins igni f ieant  growth in  real  terms.  I t  shoulc l  br , .  noùer l  that  even the

i : f ' ob t t h  ra te  o f  l 2 .8eo  unde r  ADF I I I  assumes  tha t  FUA 51  m i  l l i on  o r r t  o f  t he  l 9B4

I  r - I rHet  of  FUA 4I5 mi l - l ion would be made avai lable,  for  conrrn i t rnent  pur .poses,  f rom

the Fundrs Accumufated Net  Income. I f ,  however,  th is  amount  j .s  not  made avai lable,

rhe 1984 lending target  would have to be scaled down by the sanre amount- ,  nesu-Lt ing

in  a  g row th  na te  o f  8 .6% wh ich  i n ,  r ea l  t enms ,  wou l c l  be  a  nega t i ve  g row th  na te .

l+.r .1 Implementat ion of subscript ions on ADF ff f  are gorrer.ner l  by Boarr l  of  Govegtorrs

Reso l -u t ion  09-82 (Ref  :  ADf  lBGl Ix /  I0  o f  9 th  June 1982 ) .  Ar t i c le  r l  o f  tha t

Resolut ion provides fon the effect iveness of the r .epJ-enishment,  Olr  l2th Novemben

I9B2' the replenishment bec.ame effect ive fol l -owing t tre receip' t  of  instnuments

o f  subscn ip t ions  fo r  a  to ta l .  amount  o f  FUA t i59 .05  mi l t ion  represent ing  45 .Boz  o f

the  amour r t  p ledged in i t ia l l y .  As  r : , I ' c la te ,  an<1 shown in  Annex I ,  subscr ip t ions

to ta l l ing  I 'UA 11035.85  mi l l ion  have been ra t i f ied  l -eav ing  a  ba l -anee o f  FUA 62.64

mil f ion to be rat i f ied by the fol lor^r inp. part ic ipants:-

F U A  ( M i l l i o n s )

1)  Angent ina

2\  Be lg ium

3) Netherlands

4)  Spa in

7 . 6 2

I 7 .  0 0

2 2 . L 6

1 5 . 8 6

Total 6 2 .  6 4

Since the Resolut ion does not seem to set a deadl ine { 'or the nat i f icat ion of

pledges, i t  r^rould appean that part ic ipants have up to the end of the neplenishment

pen iod  ( i .e .  3L / I2 / I984)  to  : ra t i f y  the i r  p ledges .  I t  shor r ld  be  cons idered to

set a deadl ine for" nat i f icat ion anrl  thus ensure, ear: ly enougho that the Fund

has adequate resources to implement i ts lendjng progranme.

5-O Delays in the nat i f icat ion of subscript ions pledgecl unden ADF II : l  has led to

delays in the implernentat ion of projects appnoved. Despite the fact that

Management adopted a procedure of submitting to the Board projects for approval.

even though resources were not avai lable, the nelevant l -oan agreernents could not

be signed and as a nesult  disbursenrents coul<l  not commence. Such r lelays coulcl
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lead to cost over-runs since t tre or iginal  cost est imates on which the pr:ojects

were apprajsed nay no longer be val id.  In the f i rst  year of the neplenishment

(1982) ,  l , r ,o jec ts  approved cou ld  on ly  be  s igned a f te r  12  November  l9B2 when

ADF II I  became effect ive. In the second yean, the si tuat ion became even more

cnit ical .  The f i rst  problem encountered was that the second tranche of

rat i f ied subscript ions cou-ld not be committecl  s ince subscript ions fel l  shont

of the level of  80% prescr ibed in the resolut ion. Thrrs the Board cont inued

approving loans which coul-d not be signed. Even rvhen the 80eo l-evel was real ised,

i t  become apparent that unLess the subscript ion of a part icular pant ic ipant

was included in this f igune, the second tranche corr ld not be eomnit ted.

Although Art ic le 6 provides that any par. t ic ipant could authorise the use of

i ts second and third tranches for commitments on a rnore favourable schedufe

than prov ided in  the  Reso lu t ion ,  no  par t i c ipant ,  in  fac t ,  made such an  o f fen .

The morlal i ty of  payment of subscript ions on ADF I l I  is pnovided in Art ic le

5  o f  Reso lu t ion  09-82.  In  accordance w i th  tha t  Reso lu t ion ,  the  f ins t

instalment of subscnipt ions due wene paid on schedule except for a total  of

FUA 35.85 mil l ion due fr .om 2 State Part ic ipants r .rhich were not sett led as

a t  31s t  December  1982.  As  o f  da te ,  the  second ins ta lment  o f  subscn ip t ions

ra t i f ied  in  1982 have fa l len  due br - ing ing  the  to ta l  amounts  due on  ADf ' f t t

to FUA 532.85 ni l l ion. AI1 payments due on the second instalment haye beeri

received. The amounts unpaid cannot,  stniet l ] . ,  be .onsider '"d as anrears

since the reso. lut ion provides that they could be sett led by 31st Decenber

l-984 or at a laten date deterrnined bv the Boar.d.

Par/ments of subscnipt ions could be made in cash or by deposit  of  non-negoriabi ,-

non-interest beaning notes. Experience has shcwn that apart  f rom 5 part ic ip,a111l-r ,

who have made payments on ADF II I  total l ing fUA 71.09 mil l ion in cash, the

majonity of the part ic ipants prefer to pay their ,subscript ions by the deposit

of  notes. Fo-l- lowing Boar"d approval of  a poJicy on encashment of notes,

part ic ipants have beerr given an indicat ive scheclule rr f  the draw-down of

subscnipt ions on ADF II I .  I t  would seem that such subscnir ; t  ions would bc.,

drawn-down c)ven the 1985-1987 period.

In conc-l-usion, i t  is useful  t -o recapitulate the r :xperiences; r>n ADF I lT to

detenmine i t .s relevance fon the ADF IV exencise:-

A shor ' t - fa f f  o f  resources as cornF)ar 'ed to the - lending tanget

l -eads to a cut-back in  the lendi -ng pnogramme- I f  the re-

duction in the lending programme is not effected ear:ly enough
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then  imp lemen ta t i r , n  ô f  pno  j ec t s  ahea r l y  j . l r  I l r r :  p i po l ' i r r . , :  t t r ay

b e  r . l e l . a y 4 r l  .  i i  ï l a . y !  t f i e r e f r : r ' e ,  ] : e  r t s c f u l  t , r  r l t ' ,  I , , , ' l l l )  ; l  1 r ' n r l  i n {

ppo f l r amme on  ne i l l i . s t  j . c  ox l rec ta t i ons  o f  r ' ,  i ' ' r r r ' , r ( 1  i  r va t l .  l , a l . , i  l i .  l y .

i . i )  De lays  j n  t he  e f f ee t i veness  o f  subsc r i p r t j ons  l i ave  l ed  t o  de lays

i r r  loan s i ignatur , ' :  anql  thus < le lays in  l -oan i t r rp l  e l ler t ta t ion-  The

provis ionr  of  !he l lesolut i<. rn s l rou1d be r . . . r -ex. ln ined in orr ler  to

m in  i r n i s r ,  su^ i r  de lays .

i i i )  The  p r .6 -1 - ' a ta  po l i cy  on  e l cas t rmen t  o f  no tes  w i t l r  p l ov i l i ons  f t p

adequa te  . l - i qu id i t y  l eve tsn  has  f -ac i l i t a te r1  t he  p i ' epa ra 'E ion  o f  t he

encashment schedule.  
' lh i r :  sche<lu" le seems to hav-e been usefu- l  to

s ta te  Pa r t  i e i pan ts  i n  t he  j . r '  bu r l ge t  and  cash  f  1 -o r ' i  P lann ing  '
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