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MULTILATERAL INVESTMENT GUARANTEE AGENCY
Balance Sheet

June 30, 1996 and June 30, 1995

52

INVESTMENTS - Notes A and B

Obligations of governments and other official entities ..................

Time deposits and other obligations of banks and

financial INSHEULIONS ....ooveeivveieieeeiivererrierceresenreesieessaessreessaees

NONNEGOTIABLE, NONINTEREST-BEARING

DEMAND OBLIGATIONS — Note C.......ocoooiiiiiiiiinnreiecenens

OTHER ASSETS ...ttt
TOTAL ASSETS ..ot css s sesassss s

Liabilities, Capital, and Retained Earnings
LIABILITIES

Accounts payable and accrued expenses ...
Unearned premiums and commitment fees = Note A ...................
Reserve for claims .........ceovevevierieeerncreercerenreeseeeenesssiesenesssssenes

Total liabilities ..........coeceeerereecreeeerirniiiiie e eennerenees

CAPITAL AND RETAINED EARNINGS
Capital stock ~ Note C

Authorized capital (100,000 shares - June 30, 1996 and

June 30, 1995)

Subscribed capital (97,869 shares - June 30, 1996; 96,382
shares - June 30, 1995) .....cccocermminienninemeereecnmeeiaesseens

Less uncalled portion of subscriptions ..........coceecveieiiieinirennne.
Less amounts due on called subscriptions .......c.cccecceeeuvnnnnncn.

Payments on account of pending subscriptions ..........ccccocevernnnc

Retained Eamings

Accumulated net incOmMe ........ccceevvireiiiennniiii e
Cumulative translation adjustments ..........ccccovceevnenvinrinniinnns
Total capital and retained earnings ...........cocooevvieeiencieveniininnae
CONTINGENT LIABILITIES ~ Note D .ccccevvnvvniiiiiiirinenceiestenennes
TOTAL LIABILITIES, CAPITAL, AND RETAINED EARNINGS

See Notes to Financial Statements
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1996

1995

(thousands of U.S. dollars)

$ 7,767 $ 5529
56,423 61,231
107,458 82,503
163,881 143,734
100,395 102,114
5,075 754
$ 277,118 $ 252,131
$ 3,490 $ 2,275
13,378 8,960
33,523 16,664
50,391 27,899
1,058,943 1,042,853
847,155 834,283
731 731
211,057 207,839
485 430
211,542 208,269
17,010 13,448
(1,825) 2,515
15,185 15,963
226,727 224,232

$ 277,118 $ 252,131




MULTILATERAL INVESTMENT GUARANTEE AGENCY
Statement of Income

For the fiscal years ended June 30, 1996
and June 30, 1995

INCOME

Premium and commitment fee income — Note A ........c.ccoeveeen..
Premium ceded ...
Net premium and commitment fee earned .................coovvninnnnne.
Income from investments - Notes A and B ..........ccoevvveeevonerennnn,
Miscellaneous iNCOME ..........cueeeviuieiiiieieieeeee et eree e

Total iNCOME ... e eee et rens

EXPENSES

Statement of Capital and Retained Earnings
For the fiscal years ended June 30, 1996
and June 30, 1995

CAPITAL

Balance at beginning of fiscal year................ccocoveveeveeeseernnn.
New SUBSCHPHONS ......c.ovevriiecreierii e e
Payments on account of pending subscriptions ..............ccooou.........

TOTAL CAPITAL ..ottt e aer s

RETAINED EARNINGS
Accumulated net income

Balance at beginning of fiscal year .............ccccocvovvevrvreeerennnn.
Net income for the fiscal year ............c..coooeiievviericeeieeeennn.

Cumulative translation adjustments

Balance at beginning of fiscal year .................ccoooevevevreenrnnnn..
Translation adjustments for the fiscal year-............cc..ouen........

TOTAL RETAINED EARNINGS ......cocooovimrmnrnicceeieeeeee e

See Notes to Financial Statements

1996 1995

(thousands of U.S. dollars)
v $ 22612 § 14,392
(722) (15)
21,890 14,377
9,391 7,391
26 2
31,307 21,770
17,111 10,251
10,634 8,924
27,745 19,175
. $ 3562 $ 2,59

1996 1995

(thousands of U.S. dollars)

.. $208269 $ 206,178
3,218 3,103
55 (1,012)

e $211,542 $ 208,269

.. $ 13448 $ 10853
3,562 2,595

17,010 13,448
2,515 (1,516)
(4,340) 4,031

(1,825) 2,515
.. $ 15185 $ 15963
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MULTILATERAL INVESTMENT GUARANTEE AGENCY
Statement of Cash Flows
For the fiscal years ended June 30, 1996
and June 30, 1995

1996 1995

(thousands of U.S. doflars)

CASH FLOWS FROM OPERATING ACTIVITIES
INEL ATICOMIE <o eeereeeeerieeeeeseserseeseeseessasaesseasanenseseeseteasensenssssissorees $ 3,562 % 2,595
Adjustments to reconcile net income to net cash provided by
operating activities:

Provision fOr Claimis .......c.oveviivieeiierr et 17,111 10,251
Accretion of diSCOUNtS, NEL ......coemeermeiiriiiieiririeieenissieeenae 74 94)
Increase in Other aSSets .........cccevereerreriicriiieeieseeersereseesseenne (4,324) (196)
Increase in unearned premiums and commitment fees................ 4,535 2,473
Increase (decrease) in accounts payable ..o 1,221 (1,115)
Net cash provided by operating activities ............cconeernmemersescncnnnn 22,031 13,914

CASH FLOWS FROM INVESTING ACTIVITIES

Maturities of INVEStMENTS ......vccieiiiierireerrieiieenien e 9,354,472 16,778,687

Purchases Of iNVEStIMENTS .......c.ccoeveereerreerimreenrieriineeeitesterinsseasnesnens (9,375,980) (16,794,441)

Net cash used in investing activities .........ccccoovuiiiieimnnieieiiseei e (21,508) (15,754)
CASH FLOWS FROM FINANCING ACTIVITIES

Capital subscription Payments ...........coooemmiieiiieneninscsesensnnes 2,306 645
EFFECT OF EXCHANGE RATE CHANGES ON CASH .................. (591) 161

Net increase (decrease) in cash ... 2,238 (1,034)

Cash at beginning of fiscal year 5,529 6,563
CASH AT END OF FISCAL YEAR .....coocoiiiiiiiiriitii e $ 7,767 $ 5,529

See Notes to Financial Statements
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MULTILATERAL INVESTMENT GUARANTEE AGENCY
Statement of Subscriptions to Capital Stock
and Voting Power

June 30, 1996
Subscriptions (Note C)
(thousands of U.S. dollars) Voting Power
Amount  Number %

Total Amount  Amount  Subject of of
Member Shares  Subscribed Paid In Due to Call Votes Total
58 $ 628 $ 126 $ - $ 502 235 0.19
649 7,022 1,403 - 5,619 826 0.68
e 187 2,023 404 - 1,619 364 0.30
Argenting......coceereueeeeininiennirnenne 1,254 13,568 2,714 - 10,854 1,431 1.18
Armenia .....cveeevevvernerreeerieceiennins 80 866 173 - 693 257 0.21
Azerbaijan ........cococevervieniieenenns 115 1,244 249 - 995 292 0.24
Bahamas, The .......ccccccuevererenneee. 100 1,082 216 - 866 277 0.23
Bahrain ......cccovereveencrennnnnne 77 833 167 - 666 254 0.21
Bangladesh 340 3,679 736 - 2,943 517 0.43
Barbados ... 736 147 - 589 245 0.20
2,521 504 - 2,017 410 0.34
21,965 4,393 - 17,572 2,207 182
541 108 - 433 227 0.19
660 132 - 528 238 020
1,353 271 - 1,082 302 0.25
541 108 - 433 227 019
16,003 3,201 - 12,802 1,656 1.36
3,949 790 - 3,159 542 045
660 132 - 528 238 020
1,158 232 - 926 284 023
Canada ......occceeevvierreeneeee 2,965 32,081 6,416 - 25,665 3,142 2.58
541 108 - 433 227  0.19
5,248 1,050 - 4,198 662  0.54
33,953 6,791 - 27,162 3,315 273
4,728 946 - 3,782 614  0.50
703 141 - 562 242 020
1,266 253 - 1,013 294  0.24
1,904 381 - 1,523 353  0.29
2,023 405 - 1,618 364 030
1,125 225 - 900 281 0.23
4,815 963 - 3,852 622 051
7,769 1,554 - 6,215 895 0.74
541 108 - 433 227  0.19
1,969 394 - 1,575 359 0.30
4,966 993 - 3,973 636  0.52
1,320 264 - 1,056 299 025
541 108 - 433 227 0.19
703 141 - 562 242 0.20
757 152 - 605 247 0.20
768 154 - 614 248 020
6,492 1,299 - 5,193 777 0.64
52,585 10,518 - 42,067 5037 4.14
541 108 - 433 227 0.19
1,201 239 - 962 288  0.24
54,868 10,973 - 43,895 5,248 432
2,651 530 - 2,121 422 0.35
3,030 606 - 2,424 457  0.38
541 108 - 433 227 0.19
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MULTILATERAL INVESTMENT GUARANTEE AGENCY
Statement of Subscriptions to Capital Stock
and Voting Power

June 30, 1996
Subscriptions (Note C}
(thousands of U.S. dollars) Voting Power
Amount  Number %
Total Amount  Amount  Subject of of

Member Shares  Subscribed Paid In Due to Call Yotes Total
GUINEA ..o e 91 $ 985 $ 197 $ - $ 788 268 0.22
Guyana ... 84 909 182 - 727 261 0.21
Honduras ... .. 101 1,093 219 - 874 278 0.23
HUDZATY .ooveeeeeeeeercnrciisianinene 564 6,102 1,220 - 4,882 741 0.61
India ...ooovoeireniienrcineecncne, 3,048 32,979 6,596 - 26,383 3,225 2.65
INdONESIA ...vvvevvrieeenrrrensecrncnenas 1,049 11,350 2,270 - 9,080 1,226 1.01
Ireland 3,993 798 - 3,195 546 045
Israel 5,129 1,025 - 4,104 651 0.54
Italy 30,512 6,102 - 24,410 2,997 2.46
Jamaica 1,958 391 - 1,567 358 0.29
Japan .. 55,128 11,026 - 44,102 5,272 434
Jordan ......coevevierinieerieeceeneeeans 1,050 210 - 840 274 0.23
Kazakstan .......ocococcrervuccccnnenas 209 2,261 452 - 1,809 38 032
Kenya .....ocovvemnene w172 1,861 372 - 1,489 349 0.29
Korea, Republic of ... .. 449 4,858 971 - 3,887 626  0.51
Kuwait .....c.ooeneeee .. 930 10,063 2,013 - 8,050 1,107 0.91
Kyrgyz Republic ...... 77 833 167 - 666 254 0.21
Lebanon ...oooocreecniiicciciciiens 142 1,536 307 - 1,229 319 0.26
Lesotho ....ccecvevrieeenrnerecnneneenns 50 541 108 - 433 227 0.19
Libya .ovceeeericrcrenrseereeeneniennies 549 5,940 1,188 - 4,752 726  0.60
Lithuania .........cccorereerereereereernunne 106 1,147 229 - 918 283 0.23
Luxembourg .......ooeeveeecrereemeaisines 116 1,255 251 - 1,004 293 0.24

Macedonia, former
Yugoslav Republic of ................ 50 541 108 - 433 227 0.19
Madagascar .........ocoecervreciiinnnnnes 100 1,082 216 - 866 277 0.23
MalaWi....cococereiiririeeeiecrenneseenes 77 833 167 - 666 254 0.21
Malaysia .... 579 6,265 1,253 - 5,012 756  0.62
Mali ....... 81 876 175 - 701 258 0.21
Malta ..... 75 811 161 - 650 252 0.21
Mauritania . 63 682 136 - 546 240 0.20
Mauritius .....ovveeennerencennes rerrane 87 941 188 - 753 264 0.22
Micronesia, Fed. States of ............ 50 541 108 - 433 227 0.19
Moldova ..c.ccvrrermvereesenine 96 1,039 208 - 831 273 0.22
Morocco ....... .. 348 3,765 753 - 3,012 525 0.43
Mozambique 97 1,050 210 - 840 274 0.23
Namibia......... 107 1,158 232 - 926 284 0.23
747 149 - 598 246 020
23,469 4,694 - 18,775 2,346 1.93
1,104 221 - 883 279 0.23
9,132 1,826 - 7,306 1,021 0.84
7,563 1,513 - 6,050 876 0.72
1,018 204 - 814 271 0.22
7,141 1,428 - 5,713 837 0.69
1,039 208 - 831 273 0.22
866 173 - 693 257 0.21
4,036 807 - 3,229 550 0.45
5,237 1,047 - 4,190 661 0.54
8,266 1,653 - 6,613 941 0.77
4,133 827 - 3,306 559 0.46
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MULTILATERAL INVESTMENT GUARANTEE AGENCY
Statement of Subscriptions to Capital Stock
and Voting Power

June 30, 1996
Subscriptions (Note C)
(thousands of U.S. dollars) Voting Power
Amount  Number %
Total Amount  Amount  Subject of of

Member Shares Subscribed Paid In Due to Call Votes Total
Romania ...c..ccceoovemieriviiierieenn. 555 $ 6,005 $ 1,201 $ - $ 4,804 732 0.60
Russian Federation .. 3,137 33,942 6,788 - 27,154 3,314 2.73
St. LUcia coveeeeeieeeee e 50 541 108 - 433 227 0.19
St. Vincent and the Grenadines ... 50 541 108 - 433 227 0.19
Saudi Arabia ..........eceveviiirnnn. 3,137 33,942 6,788 - 27,154 3,314 2.73
Senegal ......ccoovveveeieieiee 145 1,569 314 - 1,255 322 0.26
Seychelles ..........c..coooevrierererinnnne. 50 541 108 - 433 227 0.19
Sierra Leone .........cocoevvvevveenriinnnn, 75 812 162 - 650 252 0.21
Slovak Republic . 222 2,402 480 - 1,922 399 0.33
Slovenia.............. . 102 1,104 221 - 883 279 0.23
South Africa .. . 943 10,203 2,041 - 8,162 1,120 0.92
SPain ..o, 1,285 13,904 2,781 - 11,123 1,462 1.20
SriLanka oo 271 2,932 586 - 2,346 448 0.37
Sudan ..... 206 2,229 446 - 1,783 383 0.32
Swaziland . 58 628 126 - 502 235 0.19
Sweden........ .. 1,049 11,350 2,270 - 9,080 1,226 1.01
Switzerland ...........cooooiiii, 1,500 16,230 3,246 - 12,984 1,677 1.38
Tanzania ........ccoceeevvereevecenreeenensn. 141 1,526 305 - 1,221 318 0.26
TOBO vt 77 833 167 - 666 254 0.21
Trinidad and Tobago .................... 203 2,196 439 - 1,757 380 031
Tunisia ...oocovevveecnieeeccce, 156 1,688 338 - 1,350 333 0.27
Turkey ........ 462 4,999 1,000 - 3,999 639 0.53
Turkmenistan . . 66 714 143 - 571 243 0.20
Uganda ....coovveerieerece 132 1,428 286 - 1,142 309 0.25
Ukraine .........coovveveeienicceeecenn, 764 8,266 1,653 - 6,613 941 0.77
United Arab Emirates . 372 4,025 805 - 3,220 549 0.45
United Kingdom ...........ccccoonn. 4,860 52,585 10,517 - 42,068 5,037 4.14
United States ...........c.cccocoovenennee. 20,519 222,016 44,404 - 177,612 20,696 17.02
2,186 438 - 1,748 379 0.31
1,894 380 - 1,514 352 0.29
541 108 - 433 227 0.19
15,440 3,088 - 12,352 1,604 1.32
2,380 476 - 1,904 397 0.33
541 108 - 433 227 0.19
1,677 335 - 1,342 332 0.27
3,658 - 731 2,927 515 0.42
3,441 688 - 2,753 495 0.41
2,553 511 - 2,042 413 0.34
Total-June 30, 1996° ................. 97,869 $1,058,943 $211,057 $731 $847,155 121,587 100.00

Total-June 30, 1995 ..................... 96,382  $1,042,853 $207,839 $731 $834,283 119,038

a. Amounts aggregating the equivalent of $485,000 have been received from (i) member country on account of
its initial subscription that is in process of completion: Zaire, $1,000; (ii) countries that have signed and/or ratified
the Convention and are in the process of completing their membership requirements: Eritrea, $40,000; Guate-
mala, $113,000; and Latvia, $79,000; and (iii) countries in the process of succession to membership: Republic of
Bosnia and Herzegovina, $65,000, and Federal Republic of Yugoslavia (Serbia and Montenegro), $187,000.

b. May differ from the sum of individual figures shown because of rounding.

See Notes to Financial Statements
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MULTILATERAL INVESTMENT GUARANTEE AGENCY
Notes to Financial Statements

58

STATEMENT OF AGENCY PURPOSE

The Multilateral Investment Guarantee Agency (MIGA), established on April 12, 1988, is a
member of the World Bank Group. The Agency is designed to help developing countries
attract productive foreign investment by both private investors and commercially operated
public sector companies. Its facilities include guarantees or insurance against noncommer-
cial risks and a program of consultative and advisory services to promote improvements in
member countries’ environments for foreign investment.

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING
AND RELATED POLICIES

MIGA’s financial statements have been prepared in conformity with International Account-
ing Standards. In the absence of such standards, then, subject to relevant legal requirements,
the policy adopted is that considered most appropriate to the circumstances of MIGA hav-
ing regard to the accounting principles used in the United States and the practices of other
international insurance entities. The accounting policies followed are consistent in all mate-
rial respects with generally accepted accounting principles in the United States.

The preparation of financial statements in conformity with International Accounting Stan-
dards and generally accepted accounting principles requires management to make estimates
and assumptions that affect the amounts reported in the financial statements. Actual results
could differ from those estimates. The following summary of policies adopted by MIGA is
provided to assist readers in the interpretation of these financial statements.

Translation of Currencies

MIGA'’s financial statements are expressed in terms of United States dollars solely for the
purpose of summarizing MIGA’s financial position and the results of its operations for the
convenience of its members and other interested parties.

MIGA is an international organization that may conduct its operations in the currencies of
all its members. MIGA’s resources are derived from its capital and retained earnings in its
members’ currencies. MIGA strives to minimize exchange rate risks in a multicurrency envi-
ronment. As such, MIGA attempts to match its contingent obligations in any one currency
with assets in the same currency on a pro-rata basis.

Accordingly, MIGA may periodically undertake currency conversions on a pro-rata basis to
match the currencies underlying its reserves with those of the outstanding contingencies.
The purpose of these conversions will be to minimize currency exposure that may occur
through operations. Otherwise, MIGA will not convert one currency into another except for
small amounts required to meet certain operational needs.

Assets and liabilities are translated at market rates of exchange at the end of the period.
Capital subscriptions are stated in accordance with the procedures described below. Income
and expenses are generally translated at an average of the market rates of exchange in effect
during each month. Translation adjustments are charged or credited to retained earnings.

Valuation of Capital Stock

Under the MIGA Convention, all payments from members subscribing to the capital stock
of MIGA shall be settled on the basis of the average value of the Special Drawing Right
(SDR) in terms of United States dollars for the period January 1, 1981 to June 30, 1985,
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MULTILATERAL INVESTMENT GUARANTEE AGENCY
Notes to Financial Statements

such value being equal to $1.082 for one SDR. The Convention further states that ten per-
cent of the members’ shares be paid in cash, in freely convertible currencies, except that
developing member countries may pay up to a quarter of the ten percent in their own cur-
rencies. In addition, another ten percent of the members’ shares shall be paid in the form of
nonnegotiable, noninterest-bearing promissory notes. The notes are denominated in freely
convertible currencies and are due on demand to meet the Agency’s obligations. The policies
relating to translation of currencies as described above also apply to the cash and the prom-
issory notes paid in.

Investments

Management has both the ability and intent to hold all investments to maturity. Accordingly,
MIGA's investment holdings are carried at cost or amortized cost.

Revenue Recognition

Revenue from premium payments for direct insurance and reinsurance contracts assumed
and ceded is recognized on a pro-rata basis over the contract period. Revenue from commit-
ment fees, which are fees paid by investors to reserve for a limited period of time guarantee
capacity for future use, is recognized on a pro-rata basis over the commitment period.

Reserve for Claims

The reserve for claims provides for losses inherent in guarantee operations based upon claim
submissions, consideration of loss experiences by insurers engaged in similar underwritings,
and other factors including changes in the composition and volume of the insurance and
outstanding guarantees and worldwide economic and political conditions. This reserve is
available to absorb losses related to insurance amounts outstanding, which are off-balance
sheet commitments. The reserve is increased by provisions charged to expense and decreased
for claims settlements.

The periodic provision for claims is usually based on management’s evaluation of potential
claim payments (net of expected recoveries) that may result from (i) risks that are inherent,
but unidentifiable at the time of writing; (ii) unusually large concentrations of exposure in
individual risks, countries, or guarantee contracts; and (iii) an ongoing assessment of MIGA’s
expected recovery rates on its total portfolio. However, given the lack of historical claims
experience in MIGA, there is no actuarial or historical basis upon which to determine the
Agency’s expected claims experience. Accordingly, management, with the approval of the
Board, relies on a premium-based methodology for establishing the reserve for claims.

Recognizing the fact that during the early years of the Agency’s operations when its cash
reserves are small in relation to its obligations assumed under its insurance activities and
when there is limited history for estimation of losses, it is understood, in accordance with
the provisions of the Convention, that the promissory note portion of the subscribed capital
would be utilized to pay any claims in excess of the cash reserve. In this context, member
capital remains subject to direct risk. Considering the absence of historical claims experi-
ence, this risk is difficult to assess. However, it should be noted that under an extreme hypo-
thetical claims scenario, this risk could be considerable.

Acquisition Costs

Costs of acquiring investment insurance business are expensed in the year incurred, as such
amounts are not material.
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Reclassification

Certain amounts in the prior year have been reclassified to conform to the current year’s

presentation.

NOTE B: INVESTMENTS

The investment portfolio was denominated primarily in United States dollars with instru-
ments in nondollar currencies representing 16.5 percent (18.6 percent - 1995) of the portfo-
lio. Held-to-maturity securities at June 30, 1996 and June 30, 1995 were as follows

(in thousands):

At June 30, 1996
Government Obligations
Time Deposits
Total

At June 30, 1995
Government Obligations
Time Deposits
Total

Gross Gross Estimated
Amortized Unredlized  Unrealized Fair
Cost Gains Losses Value
$ 56,423 $ 175 $ 126 $ 56,472
107,458 - - 107,458
$ 163,881 $ 175 $ 126 $ 163,930
$ 61,231 $ 409 $ 104 $ 61,536
82,503 - - 82,503
$ 143,734 $ 409 $ 104 $ 144,039

The expected maturities of investments at June 30, 1996 were as follows (in thousands):

Due in one year or less

Due after one year through two years

Total

NOTE C: CAPITAL STOCK

Estimated
Amortized Fair
Cost Value
$ 138,908 $139,071
24,973 24,859
$ 163,881 $ 163,930

At June 30, 1996, MIGA’s authorized capital stock comprised 100,000 shares, of which
97,869 (96,382 - June 30, 1995) shares had been subscribed. Each share has a par value of
SDR10,000, valued at the rate of $1.082 per SDR. Of the subscribed capital, $211,057,000
($207,839,000 - June 30, 1995) has been paid in; $731,000 ($731,000 - June 30, 1995) is
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MULTILATERAL INVESTMENT GUARANTEE AGENCY
Notes to Financial Statements

due, and the remaining $847,155,000 ($834,283,000 - June 30, 1995) is subject to call by
the Agency when required to meet its obligations. Of the amounts paid in, at June 30, 1996,
$100,395,000 ($102,114,000 - June 30, 1995) is in the form of nonnegotiable, noninterest-
bearing demand obligations (promissory notes).

NOTE D: GUARANTEE PROGRAM AND CONTINGENT
LIABILITIES

Guarantee Program. MIGA offers guarantees or insurance against loss caused by noncom-
mercial risks (political risk insurance) to eligible investors on qualified investments in devel-
oping member countries. MIGA insures investments for up to 20 years against four different
categories of risk: currency transfer, expropriation, war and civil disturbance, and breach of
contract. Currency transfer protects the investor from inconvertibility of local currency returns
and proceeds from the liquidation of the investment project into foreign exchange for transfer
outside the host country. Expropriation protects the investor against partial or total loss of
the insured investment as a result of acts by the host government which may reduce or
eliminate ownership of, control over, or rights to the insured investment. War and civil dis-
turbance protects the investor against losses from damage to, or the destruction or disap-
pearance of, tangible assets caused by politically motivated acts of war or civil disturbance in
the host country. Breach of contract protects the investor against the impossibility to obtain
or to enforce an arbitral or judicial decision recognizing the breach of an obligation by the
host government. Investors may insure projects for any combination of the four types of
coverage. MIGA guarantees, other than those issued as reinsurance, cannot be terminated
unilaterally by the guarantee holder within the first three years from the date of issuance.
Premium rates applicable to issued contracts are fixed for five years. Payments against all
claims under a guarantee may not exceed the maximum amount of coverage issued under
the guarantee.

On July 28, 1995, the Board of Directors, pursuant to a resolution of the Council of Gover-
nors approved on February 8, 1994, accepted Management’s recommendation to increase
the maximum aggregate amount of contingent liabilities that may be assumed by the Agency
from an approved interim of 250 percent to 350 percent of the sum of the Agency’s unim-
paired subscribed capital and its reserves plus such portion of the insurance ceded by the
Agency through contracts of reinsurance as the Board of Directors may determine. Accord-
ingly, at June 30, 1996, the maximum level of guarantees outstanding may not exceed
$3,944,701,000.

Contingent Liability. The maximum amount of contingent liability of MIGA under guaran-
tees issued and outstanding at June 30, 1996 totaled $2,276,953,000 ($1,622,892,000 -
June 30, 1995). The maximum amount of contingent liability is MIGA’s maximum expo-
sure to insurance claims, which includes “standby” coverage for which MIGA is committed
but not currently at risk. At June 30, 1996, MIGA’s estimate of its actual exposure to insur-
ance claims exclusive of standby coverage is $1,547,221,000 ($1,150,156,000 - June 30, 1995).
At June 30, 1996, approximately 73 percent of the contingent liability represents guaran-
tees issued which will expire in or after fiscal year 2006.

The composition of the contingent liability including “current” and “standby” coverage un-
der guarantees issued and outstanding by host country and by guarantee currency is summa-
rized on the following page:
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Guarantee Currency (thousands of U.S. dollars)

us. Deutsche French  Japanese Pounds

Host Country Dollars Marks Francs Yen Sterling Total

Brazil $ 163,820 $ $ $ $ 163,820
Peru 157,362 157,362
Pakistan 99,190 27,889 1,154 9,198 137,431
Argentina 122,410 122,410
China 112,340 112,340
Russian Federation 109,240 109,240
Indonesia 101,458 101,458
Jamaica 100,223 100,223
Poland 86,825 8,995 95,820
Turkey 82,500 82,500
Papua New Guinea 76,600 76,600
Czech Republic 26,479 38,973 65,452
Tunisia 64,800 64,800
Philippines 60,000 60,000
Venezuela 60,000 60,000
Kyrgyz Republic 59,250 59,250
Bangladesh 19,800 34,503 54,303
Kuwait 50,000 50,000
Mali 50,000 50,000
Trinidad and Tobago 50,000 50,000
Uzbekistan 50,000 50,000
Guyana 49,878 49,878
Slovak Republic 19,786 27,832 47,618
Chile 47,300 47,300
Ecuador 44,000 44,000
Hungary 11,064 29,902 40,966
Nepal 32,827 32,827
Bulgaria 27,349 4,913 32,262
Costa Rica 31,419 31,419
Honduras 29,959 29,959
South Africa 20,800 20,800
Kazakstan 17,933 17,933
Uganda 15,048 15,048
Saudi Arabia 10,000 10,000
El Salvador 9,900 9,900
Morocco 9,900 9,900
Ghana 9,850 9,850
Madagascar 1,939 1,939
Vietnam 1,915 1,915
Tanzania 430 430
Total $2,091,655 $94,618 $1,939 $35,657 $53,084 $2,276,953
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Of the total contingent liability, $75,469,000 was ceded through contracts of reinsurance
($14,956,000 - June 30, 1995).

As of June 30, 1996, additional guarantee capacity amounting to $44,000,000 has been
committed ($210,000,000 - June 30, 1995).

Claim Activity. As of June 30, 1996, there have been no claims lodged with the Agency. Two
disputes were reported during the fiscal year between insured investors and their host gov-
ernments. One of the disputes was resolved. MIGA was informed of the second dispute in
June 1996. In principle, the risk that triggered the dispute is not covered under the Contract
of Guarantee. The two disputes that were reported to the Agency as of June 30, 1995, have
been amicably resolved with the assistance of MIGA.

NOTE E: OTHER MATTERS

Service and Suppori Fee. The International Bank for Reconstruction and Development (IBRD)
charges the Agency an annual Service and Support Fee, which for the fiscal year ending June
30, 1996 amounted to $719,000 ($700,000 - June 30, 1995).

Staff Retirement Plan. The IBRD has a defined benefit retirement plan (Plan) covering sub-
stantially all of the staff of the Agency, the IBRD, and the International Finance Corporation
(IFC). Under the Plan, benefits are based on years of service and average compensation, with
the staff contributing a fixed percentage of pensionable remuneration, and the Agency, the
IBRD, and IFC contributing the remainder of the actuarially determined cost of future Plan
benefits. The total contribution is based upon the aggregate funding method. All contribu-
tions to the Plan and all other assets and income held for the purposes of the Plan are held by
the IBRD separately from the other assets and income of the Agency, the IBRD, and IFC and
can be used only for the benefit of the participants in the Plan and their beneficiaries until all
liabilities to them have been paid or provided for. The total expense allocated to the Agency
for the fiscal year ended June 30, 1996 was $971,000 ($907,000 - June 30, 1995).

Other Post-Employment Benefits. The IBRD also provides certain life insurance and medical
benefits to substantially all retired staff of the Agency, the IBRD, and IFC and their spouses
through contributions to a Retired Staff Benefits Plan (RSBP). Commencing in 1990, the
Agency, the IBRD, and IFC began accruing and funding, on an actuarially determined basis,
the expected future cost of providing such benefits for future retirees. All contributions to
the RSBP and all other assets and income held for purposes of the RSBP are held separately
from the other assets and income of the Agency, the IBRD, and IFC and can be used only for
the benefit of the participants in the RSBP and their beneficiaries, until all liabilities to them
have been paid or provided for. The total expense allocated to the Agency for the fiscal year
ended June 30, 1996 was $263,000 ($208,000 - June 30, 1995).

NOTE F: ESTIMATED FAIR VALUES

The estimated fair values of the Agency’s cash and nonnegotiable, noninterest-bearing de-
mand obligations are assumed to approximate their carrying values. The estimated fair value
of the Agency’s investments shown in Note B, due to their short-term nature, is based on
market quotations. The estimated fair values are only indicative of individual financial in-
struments’ values and should not be considered an indication of the fair value of the Agency.
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Price Waterhouse The Hague New York
{International Firm) Beijing Tokyo
Hong Kong Washington
London

Price Waterhouse “

July 31, 1996

President and Board of Governors
Multilateral Investment Guarantee Agency

In our opinion, the financial statements appearing on pages 52 through 63 of this Report
present fairly, in all material respects, in terms of United States dollars, the financial
position of the Multilateral Investment Guarantee Agency (MIGA) at June 30, 1996 and
1995, and the results of its operations and its cash flows for the years then ended in
conformity with International Accounting Standards and with generally accepted ac-
counting principles in the United States. These financial statements are the responsibility
of management of MIGA,; our responsibility is to express an opinion on these financial
statements based on our audits. We conducted our audits of these statements in accor-
dance with generally accepted auditing standards, including International Standards on
Auditing, which require that we plan and perform the audit to obtain reasonable assur-
ance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant esti-
mates made by management, and evaluating the overall financial statement presenta-
tion. We believe that our audits provide a reasonable basis for the opinion expressed
above.

Note D discusses MIGA’s guarantee program and recent increases in the maximum aggre-
gate amount of resultant contingent liabilities that may be assumed by MIGA. As more
fully discussed in Note A under Reserve for Claims, given the lack of historical claims
experience, MIGA relies on a premium-based methodology for establishing the reserve
for claims and, in accordance with the MIGA Convention, the promissory demand note
portion of the subscribed capital would be utilized to pay any claims in excess of the cash
reserve (defined as reserve for claims plus retained earnings). This subjects member capi-
tal to direct risk which, under an extreme adverse claims scenario, could be considerable.

“Prer Witz howee
( Dattimmeordd )

64 MIGA ANNUAL REPORT 1996



























HOW TO CONTACT MIGA

Telephone/Facsimile:

Guarantees Department (202) 473-6167
(202) 522-2630 (fax)

Investment Marketing (202) 473-0687
Services Department (202) 522-2650 (fax)
Address:
For Mailing For Visits
MIGA MIGA
1818 H Street, N'W. 1800 G Street, N.W., Suite 1200
Washington, D.C. 20433 Washington, D.C. 20433

For information via the Internet:

MIGA Home Page: http://www.miga.org
IPAnet Home Page: http://www.ipanet.net
World Bank Home Page: http://www.worldbank.org
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