MEMORANDUM OF UNDERSTANDING ON

ECO. REINSURANCE COMPANY


After discussions during the Special Meeting of the ECO Council of Ministers, the Foreign Ministers of the Islamic Republic of Iran, Islamic Repub1ic of Pakistan and the State Minister for Economy of the Republic of Turkey have agreed as follows:- 

1.  The Headquarters of the ECO Reinsurance Pool shall be transferred to  Karachi on 1.1.1996. 


2. The Pool shall be converted into ECO Reinsurance Company. The Company shall be incorporated in Pakistan with its head office in Karachi. 


3. The Reinsurance Company shall be established through equity participation of the three founding members of ECO through the ECO Bank. The Company shall have its own Board of Governors with three members each from the founder members and will have full autonomy for its operation. 


4.   Article-4.3-a and Article-7 of the Bank’s Articles of Agreement should be modified so that the Bank be authorized to allocate US$30 million for the establishment of the ECO-Re by increasing the initial payment of capital subscription from EU 60 million to EU 90 million by the three member states. 


5.   The shares shall be transferable to Member State’s Public and private insurance and re-insurance companies. 


6.   Bearing in mind that ECO Organization will enhance the climate for the private activities, the ECO Reinsurance Company will be encouraged to attract the private sector also. Within this understanding, in the short to medium term the gradual transfer of some of the shares to private sector depending on market conditions will be encouraged. 


7.
The draft Constitution of the ECO Re (annexed to the Memorandum) shall be amended in such a way that the insurance and re-insurance companies of the Member States can participate in the ECO Reinsurance Company from the beginning. 

. 


8.
The Company shall operate totally under free market condition and seek profitable business with appropriate means without government intervention. 


9.
No compulsory cession to be imposed on the domestic insurance or reinsurance companies of the three member countries in view of the generally accepted principles of free market economy. 

. 


10.  All formalities connected with the setting up of the Reinsurance Company shall be completed between the dates of signing of the Articles of Agreement on establishment of the Bank and the entry into force of the Agreement as stipulated in the Article 44 of the Bank’s Articles of Agreement. These will include the revision of the draft Constitution of the ECO Reinsurance Company. The Bank and the Reinsurance Company will thus become operational together. 

11. The draft Constitution of the ECO Reinsurance Company and the   Articles of Agreement of the Trade and Development Bank will be read in conjunction with this Memorandum and will be modified accordingly. In case of conflict the provisions of this Memorandum shall prevail. 

For the Islamic Republic of Iran

H.E. Dr. Ali Akbar Velayati,

Minister for Foreign Affairs.



--------
----------------

For the Islamic Republic of Pakistan

H.E. Sardar Assef  Ahmad  Ali,

Foreign Minister





 ------------------------

For the Republic of Turkey

H.E. Mr. Aykon Dogan,

State Minister for Economy.



------------------------
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