THE WORLD BANK GROUP ARCHIVES

PUBLIC DISCLOSURE AUTHORIZED

Folder Title: Bretton Woods Documents - Federal Reserve Report on the IMF - Report
Folder ID: 1849659

Series: Bretton Woods collection

Dates: 03/01/1945-03/01/1945

Sub-Fonds: Leonard B. Rist files

Fonds: Records of Individual Staff Members

ISAD Reference Code: \WB IBRD/IDA STAFF-09-02

Digitized: 6/24/2020

To cite materials from this archival folder, please follow the following format:
[Descriptive name of item], [Folder Title], Folder ID [Folder ID], ISAD(G) Reference Code [Reference Code], [Each Level
Label as applicable], World Bank Group Archives, Washington, D.C., United States.

The records in this folder were created or received by The World Bank in the course of its business.
The records that were created by the staff of The World Bank are subject to the Bank’s copyright.

Please refer to http://www.worldbank.org/terms-of-use-earchives for full copyright terms of use and disclaimers.

THE WORLD BANK

Washington, D.C.

© International Bank for Reconstruction and Development / International Development Association or
The World Bank

1818 H Street NW

Washington DC 20433

Telephone: 202-473-1000

Internet: www.worldbank.org

PUBLIC DISCLOSURE AUTHORIZED



1849659
Nt A19881-0808 Other#: 1
Bretton Woods Documents: Federal Reserve Report on the IMF - Report







rd of Governors of the Federal Reserve System
Division of Research snd Statistic




II1.

III.

VI.

VII.

(1)

INTERNATIONAL iONETARY 1UND

Table of Contents

Purposcs Qf the E"Jnd (AR R A A R R R R R R R N R R R N NN R R R N R NN

Setting up the Fund

8o HRETY THSO TOPR0 cavusnssssssinapnnisnrbnswnssnnemenesssn
b. AROUERTation 8F BhE TUNE .o avsnssnrnnsinanssasissainaven
o, Initizl Determination of Par VElUEE .cesescerevrcoscsnsaes
d, Beginning of Exchonge Transaction8 cevecececessoscsccses

aemhersgip and Subseriptions

T ﬁﬂ:lhershi'r) R T T T T
b. Subacription QUORED sonsssassasastasnsssussonssdpsnassse
¢. Form und Time of Pzyment oi Subscriptions cceececesssces
d. Depositories L B B O B B B BN BN BB R R A A N A A B R B N B BN BB RN N RN N WY
8, Guarantec of the und's Assets .evesscsacssncsssscsscanes

Neture of Transactions with the Fund

ae T':lrough Governmental et B e Tl e e
b. on Initiati?e Of ﬁGMer S E B E BB RSP B BRI N EEEERE NN O
s Purchzase of Foreign Currencies with Oun Curredcy seceeee
2, Purchuse of Foreig’n Currencies b o Y 175 7 1 PO

Conditions Coverning Use of the Fund

s To licke Payments for Curront Transactions eseeescecescses
b. In Accordance writh the Purposes of the Fund .esevescsess
¢. DMNot for Relief ang ReoonstrRetion cccssssnassrsssocssnss
di QuantitatiVe LimitS'ooo..a-oioooo.oooooouta--.-oo.co.-oo
B. saarce Curreﬂcy Limitation 'loliﬁﬁiU..O.'O_CI.OIO...0.0.0
fi Chﬂrges Le?ied On Use Of'FuDd L R I R I A A A I T A I Y
£« Repurchase ODLIGRBIONE ,.ssuvvennassiassswasinsrenonnisns

Bearce CUPTOROLEE s.c s issricisvabulaaonnssissriasvnsavsties

Bxchange Rates (Par Values)

a. Initial Determination of Par YBILEH .. .i.iwssinenvsaaesnn
b. Obligation to Maintain Established Par ValueS ...ccevees
€. Ohangos in Faxr Naluos ...;veeimnanisssscsresnissssnnssss
d,; Uniform Changes 1n Par Valuesd S scisivesrcsiasanssnanin
6. Multliple BExchangs RELEA ....ssvensnrsndsprsssnesessingny

Page
b 8

3 A

10
14
15

16
16
16
18

19
21
22
23
24
25
28

34

o8
41
43
46
47



vIII .

XII,

XIII.

(11)

Exchange Restrictions

a. General Obligation to Avoid Restrictions ....eceesesssssce
b. Special Coﬂfertibility ObligatiOﬂ R T
¢, Restrictions on Capiltal TransSlers ciesssesssecsasssssnusss
d5 Transitional Arrangem&nts S e P B AS BB FROIERRPOOTENDAREREEEEE S
€, Scﬂrce CurrGDCieS R N N I I O I R A A W ]
T. Trengactions with Non-Members ..sasissriessesssnssssnnseosn
g. Consultation on Existing Agreements ..ceevecesvsssssesssass

Trﬂnsitionﬁl ﬁl‘rﬂnge'm.entﬂ L B B B BN B BN RN O BN B B A BB BN B B AR BN RE BN RE R N L

Organization and Management-
{5 0 BOﬁrd Df GOVernOrﬂ R R N N
b. Ixeoutive DIrecloTE fiiinvacsnnntnivinisnwsnsovessisveness
c. Mﬁnﬁgiﬂg Director aﬂd Staff sEbshs st B sEs s RsIETRENS
dc votine Powar R R R I T S N S A S N B T U T T S I S N NN B N N O N RN SR )
e. Decisions Requiring other than Simple Majority of

voting Power LR I B S S B O B BT R A I A B B R N N BB RN R ERE BN RN RN OB RE AON N

Miscellaneous

399 Distribution Of Incomﬂ G E P IS I N EBEBEPSER OB BEEERERBBNTY
ba Commnnication of Views S0 00 F N PRI RRL AL ISR LEPPETRDERELRERS
G. PUblication of Reports ST SIS SR IIERT RS RAESRPERERIRIBEREES
d: Imberpretation of AEYeement .eiiibasisrscssesensnessninnanss
8: Amapndment 'of ACPRGIETIE o uiv e s s s on s il v mim ey etisas s
f. Relations with Other International Organizations ...eseess

Additional Obligetions of Members

a; FurniShing of Inform&tioﬁ A N N
b Belobtions with Nop-Mambers .iasisnsvesssnssnstnepssnneness
0- Imnunities and Privileges LI IR I B Y B B R B B BRI R BN R BN R TR TR BN NN N N

Withdrawal, Suspension and Liguidation

a, VOlunt&ry Withdrawsl e IR AP ATIERPIPIEERBBIREBEEERRSERREDEBES
b: Compulsory WItHRYAWEL .ssscisensnsnssnvseninriesessranness
¢, Settlement of Accounts with Member Withdrawing ..cceeecess
d., Temporary Suspension and LiquidatioD sesescssssssssssnnnes

48
49
52
53
55
56
57

58

61
62
66
67

70

74
74
75
75
76
77

78
9
80

82
82
83
86



CHAPTER I, PURPOSES

Ezglanation

In general the statement of purposes makes it clear that the

Fund aims to secure & revival and expansion of world trade, reasonable

balance in the international transactions of all member countries, reason=-

able stability of exchange rates, and elimination of exchange controls,

The Fund's resources are intended to help countries to meet temporary de-

ficits and to give them time to take measures to correct unbalanced

situations,

(1)

(i1)

(iii)
(iv)

(v)

(vi)

Provisions

Article I, The purposes of the Internstional Monetary Fund are:

To promote international monetery eooperation through & permanent
institution which provides the machinery for consultation and
collaboration on international monetary problems.

To facilitate the expansion and balanced growth of international
trade, and to contribute thereby to the promotion and maintenance
of high levels of employment end real income and to the develop=-
ment of the produective resources of all members a&s primary objec=-
tives of economic policy.

To promote exchange stability, to maintain orderly exchange arrange=-
ments among members, and to avoid competitive exchange dopreciation.
To assist in the establishment of & multilateral system of payments
in respect of current transactions between members and in the elimi-
nation of foreign exchange restrictions which hamper the growth of
world trade, ¢

To give confidence to members by making the Fund's resources avail-
able to them under adequate safeguards, thus providing them with
opportunity to correct maladjustments in their balance of payments
without resorting to measures destructive of national or inter-
national prosperity,

In accordance with the above, to shorten the duratlon and lessen
the degree of disequilibrium in the international balances of pay-
ments of members,

The Fund shall be guided in all its decisions by the purposes set
forth in this Artiocle,
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CHAPTER II., SETTING UP THE FUND

a, Entry into Force

Efglhnation
No part of the Agreement will enter into foree or be binding on

any country until governments having 65 per cent of the total assigned quotes,
that is countries having aggregate quotas of almost 6 billion dollars, have
agreed to acoept the obligations of membership, and in no event before May
1, 1945, Governments accept membership by signing the agreement and de-
positing an instrument stating that it has accepted the Agreement and taken
the steps necesaary to carry out its obligations under the Agreement. There
is a speciel provision that countries which have been under enemy occupetion
may sign the Agraeﬁent and become originel members, but may postpone actual
acceptance of the obligations of membership until six months after their
territories have been liberated from the enemy, No government actually
becomes & member until the Agreement enters into force,

When governments sign the Agreement they must make & very small
payment in gold to help meet the administrative expenses of the Fund, This
payment will be returned to the government if the Agreement does not enter
into forece before December 31, 1945,

Only governments which were represented at Bretton Woods can accept
membership before December 31, 1945. It is stipulated that the Agreement must
come into force before December 31, 1945, or not at all,

Provisions

Article XX, Section 14 Entry into foree, = This Agreement shall
enter into force when it has beoen signed on behalf e¢f governments having
sixty-five percent of the total of the gquotas set forth in Schedule A and
when the instruments referred to in Section 2 (a) of this Article have been

deposited on their behalf, but in no event shall this Agreement enter into
farce before May 1, 1945,
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Article XX. See. 2., Sipnature - (a) Each government on whose behalf this Agree-
ment is signed shalr‘%'sﬁ with the Government of the United States of
America an instrument setting forth that it has accepted this Agreement in
accordance with its law and has teken all steps necessary to enable it to
carry out all of its obligations under this Agreement,

(b) Each government shall become & member of the Fund as from the dete
of the deposit on its behalf of the instrument referred to in (&) above, ex-
cept that no government shall become a member before this Agreement enters
into foroe under Section 1 of this Article, _

(¢) The Government of the United States of America shall inform the
governments of all countries whose names are set forth in Schedule 4, and
all governments whose membership is appreoved in eccordence with Article II,
Section 2, of all signatures of this Agreement and ef the deposit of all in-
struments referred to in (a) above,

(d) At the time this Agreement is signed on its behalf, each govern-
ment shall transmit to the Government of the United States of Amerioca one
one-hundredth of one per-cent of its total subscription in gold or United
States dollars for the purpose of meeting administrative expenses of the
Fund, The Government of the United States of Americe shall hold such funds
in a special deposit account and shall transmit them to the Board of Governors
of the Fund when the initial meeting has been called under Section 3 of this
Article, If this Agreement has not come into forece by December 31, 1945, the
Government of the United States of America shall return such funds to the
governments that transmitted them,

(e) This Agreement shall remain open for signature at Washington on
behalf of the governments of the countries whose names are set forth in
Schedule A until December 31, 19L45.

(£) After December 31, 1945, this Agreement shall be open for signature
on behalf of the government of any country whose membership has been approved
in eccordance with Article II, Section 2,

(g) By their signature of this Agreement, all governments aceept it both
on their own behalf and in respect of all their colonies, overseas territories,
all territories under their protesction, suzerainty, or authority and all
territories in respect of which they exercise a mandate.

(h) In the case of governments whose metropolitan territories heve been
under enemy occupation, the deposit of the instrument referred to in (a)
above may be delayed until one hundred eighty days after the date on which
these torritories have been liberated. If, however, it is not deposited by
any such government before the expiration of this period the signature affixed
on behalf of that government shall become void and the pertion of its sub-
seription paid under (d) above shall be returned to it,

(1) Paregraphs (d) and (h) shell come into force with regard to each
signatory government as from the date of its signature,

b. Inauguration of the Fund

Explanation
When countries having 65 per cent of the total quotas have accepted
the obligations of membership and the Agreement comes into force, the United

States, having the largest quota, will call a meeting of the Directors
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appointed by the members, The Board of Directors will arrange for the
selection of provisional executive directors to serve until a regular eleckion
of Executive Directors can be held as soon as is practicable after January
1, 1946,

Provision

Article XX, Secs 3., Inauguration of the Fund., - (a) As soon as this Agree-~
ment enters into force under Section 1 of this Article, each member shall
appoint a governor and the member having the largest quota shall call the
first meeting of the Board of Governors,

(b) At the first meeting of the Board of Governors, arrangements shall
be made for the selection of provisional executive directors, The govern-
ments of the five countries for which the largest quotas are set forth in
Schedule A shall appoint provisional executive directors. If one or more
of such governments have not become members, the executive directorships
they would be entitled to fill shall remain vecant until they become members,
or until January 1, 1946, whichever is the earliesr. Seven provisional execu=-
tive directors shall be elected in accordance with the provisions of Schedule
C and shall remain in office until the date of the first regular election of
executive directors which shall be held eas soon as practicable after January
1, 19L6.

(e) The Board of Governors mey delegate to the provisional executive
directors any powers except those which may not be delegated to the Executive
Directors,

¢, Initial Determination of Par Values

Explanation
The first task of the Fund will be to arrange for the fixing of

the initial par values and for the commencement of exchange operations in
member currencies. When the Fund decides that it will shortly be in a po-
sition to begin exchange transactions it will undertake to establish initial
per valuegs, It will ask each member country to communicate the par value of
its currency based on the rates of exchange prevailing 60 days before the
Agreement entered into force, The date will therefore be sometime between
March 1, 1945, and October 31, 1945, If either the Fund or the member is of
the opinion that this par velue is unsatisfactory, it must say so within 90

days. The Fund ocan object to this par value if it appears that it can not
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be maintained without leading to undue use of the resources of the Fund either
by that member or by other members., The Fund and the member must agree on
an initial par value within a reasonable period, and if no agreement is
reached the member will be deemed to have withdrawm,

Special provisions for countries which have been occupied by the
enemy allow these countries to postpone communicating the par value of their
currencies until major hostilities have ceased in their territories, or until
such later time as the Fund may determine, and also allow these countries
and the Fund more than 90 days in which to register objections to the communi-
cated par value. Such countries may also use the Fund before their initial
par values have finally been established, in amounts and under conditions
prescribed by the Fund, and may in the meanwhile alter their communicated
rates by agreement with the Fund without prejudice to their ability to alter
their rates after initial par values have finally been established,

Provisions

Article XX, Sec. L., Initial determination of par values, - (a) When the Fund
is of the opinion that 1t will shortly be in & position to begin exchange
transactions, it shall so notify the members and shall request each member

to communicate within thirty days the par value of its currency based on the
rates of exchange prevailing on the sixtieth day before the entry into force
of this Agrecement. No member whose metropolitan territory has been occupied
by the enemy shall be required to make such a communication while that terri-
tory is a theater of major hostilities or for such period thereafter as the
Fund may determine, When such a member communicates the par value of its
currency the provisions of (d) below shall apply,

(b) The par value communicated by a member whose metropolitan territory
has not been occupied by the enemy shall be the par value of that member's
currency for the purposes of this Agreement unless, within ninety days after
the request referred to in (a) above has been received, (1) the member notifies
the Fund that it regards the par value as unsatisfactory, or (ii) the Fund
notifies the member that in its opinion the par velue cennot be maintained
without causing recourse to the Fund on the part of that member or others on
& scale prejudicial to the Fund and to members. When notification is given
under (i) or (ii) above, the Fund and the member shall, within & period
determined by the Fund in the light of all relevant circumstances, agree
upon & suitable par wvalue for that currency. If the Fund and the member do
not agree within the period so determined, the membor shall be deemed to have
withdrawn from the Fund on the date when the period expires.
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(¢) When the par value of a member's currency has been established
under (b) above, either by the expiration of ninety days without notification,
or by agreement after notificetion, the member shall be eligible to buy from
the Fund the currencies of other members to the full extent permitted in this
Agreement, provided that the Fund has begun exchange transactions,

(d) In the case of a member whose metropolitan territory has been
peccupied by the enemy, the provisions of (b) above shall apply, subject to
the following modifications:

(i) The period of ninety days shall be extended so as to end on a date
to be fixed by agreement between the Fund and the member.

(i1) Within the extended poriod the member may, if the Fund has begun
cxchange transactions, buy from the Fund with its currency the
currencies of other mcmbers, but only under such conditions and
in such amounts as mey be prescribed by the Fund,

(1i1) At any time before the date fixed under (i) above, changes may be
made by agroement with the Fund in the par value communicated under
(a) above,

(e) If a momber whose metropolitan territory has been occupied by the
enemy adopts & new monetary unit before the date to be fixed under (d) (i)
above, the par value fixed by that member for the new unit shall be communi-
cated to the Fund and the provisions of (d) above shall apply,

(£) Changos in par values agreed with the Fund under this Bection shall
not be taken into account in determining whether a proposed change falls
within (i), (ii), or (iii) of Article IV, Section 5 (o).

(g) A member communicating to the Fund a par value for the currency of
its metropolitan territory shall simulteneously communicate & value, in terms
of that currency, for each separate currency, where such exists, in the
torritories in respect of which it has accepted this Agreement under Section
2 (g) of this Article, but no member shall be required to make a communi-
cation for the separate currency of a territory which has been ocoupied by
the enemy while that territory is a theater of major hostilities or for such
period thereafter as the Fund may determine. On the basis of the par value
so communicated, the Fund shall compute the par wvalue of each separate
currency. A communication or notification to the Fund under (a), (b) or (4d)
above regarding the par value of a currency, shall also be deemed, unless the
contrary is stated, to be a communication or notification regarding the par
value of all the separate currencies referred to above, Any member may,
however, make a communication or notification relating to the metropelitan
or any of the separate ocurrencies alone., If the member does so, the provisions
of the preceding paragraphs (including (d) above, if a territory where a
separate currency exists has been ocoupied by the enemy) shall apply to each
of these currencies separately,

(J) The par velues of the currencies of governments which indicate their
desire to become members after December 31, 1945, shall be determined in
accordance with the provisions of Article II, Section 2,
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d. Beginning of Exchenge Transactions

Explanation

Once the initial par values of their currencies have been established,
countries become eligible to use the resources of the Fund in accordance with
the general provisions of the Agreement; and, as has been noted, occupied
countries will become eligible to use the Fund on a limited basis whenever
the Fund grents such privileges. The Fund can not begin transactions in ex-
change until members having 65 per cent of the total quotas have become
eliéible to draw upon it and until major hostilities in Europe have ceased,
Even then the Fund need not atart exchange opserations if world conditions
appear unfavoreble to its proper functioning. It has full discretion to wait
untll the -situation has cleared.

There is a provision which gives special power to the Fund to post-
pone exchange transactions with any particular member, even if that member
has become eligible ta use the Fund and the Fund has decided to begin exchange
transactions, This is when the circumstances of the member are such that, in
the opinion of the Fund, exchange transactions with it would lead to use of
the resources of the Fund in & manner contrary to the purposes of the Agree-
ment. Under this provision the Fund can proteot itself and other members by
.refusing to deal with & country in an unstable sconomic or political condition,
Provisions :

Article XX, Sec. 4, (c) When the par value of & member's currency
has been established under (b) ebove, either by the expiration of ninety
days without notification, or by agreement after notification, the member
shall be eligible to buy from the Fund the currencies of other members to
the full extent permitted in this Agreement, provided that the Fund has
begun exchange transactions, :

(h) The Fund shall begin exchange transactions at such date as it may

determine after members having sixty-five percent of the total of the guotas
set forth in Schedule A have become eligible, in accordance with the pre-

ceding paragraphs of this Section, to purchase the currencies of other mem-
bers, but in ne event until after major hostilities in Europe have ceased,
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(1) The Fund may postpone ecxchange transactions with any member if its
circumstances are such that, in the opinion of the Fund, they would lead to
use of the resources of the Fund in & manner contrary to the purposes of this

Agreement or prejudiecial to the Fund or the members.
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CHAPTER 1I1. MEMBERSHIP AND SUBSCRIPTIONS

a. Membership

Explanation

The governments represented at Bretton Woods which accept member-
ship before December 31, 1945, will constitute the original members of the
Fund. After that time membership will be open to any country on such terms
a8 m&y be prescribed by the Fund.
Provisions

Artiele II, Section 1, Original members, - The original members
of the Fund shall be thoss of the countries represented at the United Nations
Monetary and Finencial Conference whose governments accept membership before
the date spesified in Article XX, Section 2 (e).

Seotion 2, Othor members, - Membership shall be open to the govern-

ments of other countries at such times and in accordance with such terms as
may be prescribed by the Fund.

Artiele XX, Section 2, (e) This Agroement shall remain open for
signature at Washington on behalf of the governments of the countries whose
names are set forth in Schedule A until Decembor 31, 1945,

(f£) After December 31, 1945, this Agreemont shall be open for signature
on behalf of the government of any country whose membership has been approved
in eccoordence with Article II, Section 2,

(g) By their signature of this Agréement, all governments accept it
both on their own behalf and in respect of all their colonies, overseas
territories, all territories under their protection, suzerainty, or authority
and ell territories in respect of which they exercise & mandate,

b, Bubsoription Quotas

Explanation

The quotas to be assigned to those countries represented at
Bretton Woods were agreed on at the Conference. The quotas of other members
will be determined by egreement between the Fund and the members at the time
they are¢ admitted.

The United States has a veto power over & change in the quota of
any member because a L/5 vote is required for any chenge in quotes, This

is important because if foreign quotas wore increased too much the pressure
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CHAPTER III., MEMBERSHIP AND SUBSCRIPTIONS

8, Membership

Explanation

The governments represented at Bretton Woods which accept member-
ship before December 31, 1945, will constitute the original members of the
Fund. After that time membership will be open to any counﬁry on such terms
&s may be prescribed by the Fund,
Provisions

Article II, Section 1, Original members. - The original members
of the Fund shall be those of the countries represented at the United Nations
Monetary and Finencial Conference whose governments accept membership before
the date spcoified in Article XX, Section 2 (e),

Section 2, Other members. - Membership shell be open to the govern-

ments of other countriecs at such times and jn accordance with such terms as
may be prescribed by the Fund,

Article XX, Section 2, (e) This Agreement shall remain open for
signature at Washington on behalf of the governments of the countries whose
namus are set forth in Schedule A until December 31, 1945,

(£) After December 31, 1945, this Agreement shall be open for signature
on behalf of the govermment of ony country whose membership has been approved
in accordance with Article II, Seotion 2,

(g) By their signature of this Agreement, all govarnmﬂnts accept it
both on their own behalf and in respect of all their colonies, overseas
territories, all territories under their proteection, suzerainty, or authority
and all territories in respect of which they exercise a mandate, (

b, Bubsoription Quotas

Efglanation

The quotas to be assigned to those countries represented at
Bretton Woods were agreed on at the Conference. The quotas of other members
will be determined by agreement between the Fund and the members at the time
they are admitted.

The United States has a veto power over a change in the quota of
any membor because & /5 vote is required for.any change in quotas. This

is important beucause if foreign quotas wore inercased too much the pressure
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dollars, the emount of the required United States gold contribution, and a
rough estimate of the required gold contributions of the other countries.

TABLE 1

International Monetary Fund Quotas and
Estimated Gold Subscriptions of Members
Represented at the United Nations Monetary
and Financial Conference
(In millions of United States dollars)

Quotas

AUBUralia. s snsilhossneans Pissnsnnsssssysssessn SO0
Belgium..-oo-.q-gncuou;c-og-cloapc-o-.-o-.,--o 225
Boliviaocioolanooa...oiouqlo!ooo.-!tol.oneo..n 10
BraZidl s . voma s taces 2an s s o m s whd alenitinnasesie:sans 100
Canadlysacescssssossossapanarsssssanyassasanss 300
ChilEssescessroscrevansssongansnnssonnsgsanapygs 90
CHARB g ya s npna b smias oo s oo snohudn@s e wes 5o i oniy Sk
Colombialouqc*q.ooon.oql‘ln-.cooooatnuaitqooqo 50
Cogtt RicReiensmasarss snesdininvsesssissyeasmem 5
BUDE v i et s B & bt A AT ROy 3 b A o I
CRachROBLOVBERBE L v0 2 s con fsnr s v hablalasid sisas e s il 20T
BRI o« v w e b i v 3 ¥ ¢ 4 s AR AR EE s s wp Rt
Poninicen Republis .. sssinensnsnporsiosgossing O
BoURAor s s dsnnascs s iriahsaeiuss s ova i 5
BEVDOE s o6 anb Vol v s s60 5o s T iR A Vs Sh S kD
El Salmdor.l.l...ll...‘...‘ll'llt‘.ll.lt..‘.. 2.5
Ethicpia.,....,..,............................
France.............-....-..p---.- sesessnssaay hso
=T RO e R e e e T ;
Gua‘bem&lll.-.......................ua.........
HBIEL cocnipnvaoanoamonesyasaippms wioasyeessyany
Hondurasc.-................................... 2.5
1061 8Nde §i v i oulins ey hin ol visie s wiais'y e va i

India..!‘.l}‘.ll.loltl.0..0...’..!!...!0‘.0... hDo

wan 6

=

Irﬂno-.--....o--.-,.a,-...o..-T.---oo»-----... 25
Iraq.!.I"’.Cl!.t!IO.Q.9...0.!!'!"0!0’.'0.'.. 8
Libaria...l..ll!lull!'.l.li..!d..l.l,l..'."!' y ,5

LuxembouUrge«sssosssgssessssasssssngssnsspscass 10
02 s o e S SR S T I e e R R e
Hethorl 8Bnds ¢ v siviaismns vl senss's o's's s s o sbne BT
New Zealand.-.-...q...,......,.........-,..... 50
NiCOrBgUB.cesesvecacassvssnccsnnssssrsysnrisey 2
Norw&y...c.................................... 50
PRNBIME o 4 0% s s i n e hiw & 0a & Buea s n y IR SOTacs 2 s aiginiinih v
P&raguay...,..........-...,...q.....~......... 2
PePWis cooessonsssvisosotsspgosagdresioyisnsvsrge &5

Philippina Commonwe&lth......r-.,..--.v....... 15
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Polend s i i b vhe s s s d s iinen i ey ianeiaiah ve vas 125
Union of Gonth Africh: ..ciivisensiecnsidassiss 100
Union of Soviet Sceialist RepubliesS...j;see.s.. 1,200
United Kingdom.........................,...:.. 1,300
United SHELAREN O« v sauo ol Pty de g5 wn v Lo ¥ B ED0

Ul'uguay...........'.-.u-....-..-....,...-.... 15
Vbnezuela........q..--...--..-....--..o-opi-.. 15
Yugoalaviﬁ.q........q...............---..---o..- 60

Total...ICQ.l.ll.ll...l"l...l’."!.'ll.’ 8’800

Bstimated Gold Subscriptions

Unitad States‘.........."I.lll'..!...‘.....l. 87.5
Others..........--.-........n--..-.------o.-.- 2 955.5

Total.-........q.qo......”.......,.”... 1;@3

.5/ The quota of Denmark shall be determined by the Fund after the Danish
Government has declared its readiness to sign this Agreement but before sig-
nature takes place.

g/ Figure based on gross official gold and dellar holdings at the end of
March 194}, In cases where gold reserves are not reported officially the
figures have been estimated and are subject to revision. In general, gold
confiscated in invaded countries is attributed to those countries since their
claims will presumably be honored after the war, To the extent that there have
been net transfers of such gold to other accounts there is double counting.

There are rather complicated provisions governing payments by
or to countries whose quotas are increascd or decrcased, These provisions
aim at sceing that a member eventually makes 25 per cent of its total sub-
soription in gold if its reserves are not less than its quota,

Under the terms of the Agreement & member can substitute non-
interest bearing demend obligations of the government for eny part of its
currency which the Fund does not oonéidor-it necessary to hold as an
op;rating or working balence, For purposes of the Agrcement the Fund's
holdings of the currenocy of a member include its holdings of such domend
obligations,

Provisions

Article IIl., Section 3,, Subscriptions: Time, place, and form
of payment, = (&) The subscription ol cach member shall be equal to Its
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quota and shall be paid in full to the Fund at the eppropriate depository
on or before the date when the member becomss eligible under Article XX,
Section 4 (¢) or (d), to buy currencics from the Fund.

(b) Each member shall pay in gold, as & minimum, thc smaller of

(1) twenty-five percent of its quota; or
(i1) ten percent of its not official holdings of gold and United States
dollars as at the date whon the Fund notifics members under Article
XX, Section L (a) that it will shortly be in a position to begin
exchange transactions.

Each member shall furnish to the Fund the date necessary to dstermine its
net official holdings of gold and United States dollsars,

(c) Each member shall pay the balance of its quota in its own currency.

(d) If the net official holdings of gold and United States dollars of
any member as &t the date referred to in (b) (ii) above are not ascertainable
because its territories have been occupied by the enemy, the Fund shall fix
an appropricte alternative date for determining such holdings. If such date
is later than that on which the country becomes eligible under Article XX,
Section L4 (¢) or (d), to buy currencies from the Fund, the Fund and the mem-
ber shall agree on a provisional gold payment to be made under (b) above,
and the balance of the member's subscription shell be paid in the member's
currency, subject to appropriate adjustment between the member and the Fund
when the net official holdings have been ascertained.

Section 4,, Payments when quotas are changed, - (&) Each member
which consents to an increase in its quotae shall, within thirty days after
the date of its consent, pay to the Fund twenty-five percent of the increase
in gold and the balance in its own currenecy. If, however, on the date when
the member consents to an increase, its monetary rcserves are less than its
new quota, the Fund may reduce the proportion of the incrcase to be paid
in gold,

(b) If & member consents to & reduction in its quota, the Fund shall,
within thirty days after the dats of the consent, pay to the member an
amount equal to the roduection. The payment shell be made in the member's
currency and in such amourt of gold as may be necessary to prevent reducing
the Fund's holdings of the currency below seventy-five percent of the new
quota,

Section 5., Substitution of securitlies for currency, - The Fund
shall accept from any member in plece of &ny part of the member's currency
which in the judgment of the Fund is not needed for its operations, notes
or similar obligations issued by the member or the depository designated by
the member under Article XIII, Section 2, which shall be non-negotiable,
non~interest beearing and payable at their par value on demand by crediting
the account of the Fund in the designated depository, This Section shall
apply not only to currency subscribed by members but also to eny currency
otherwise due to, or acquired by, the Fund,

Article XIX, (h) For the purpose of caleulating gold subseriptions
under Artiele III, Section 3, & member's net official holdings of gold and
United States dollars shall consist of its officiel holdings of gold and
United States currency after deducting central holdings of its eurrency by
other countriss and holdings of its ourrency by other official institutions
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and other banks if these holdings ocarry specified rights of conversion into
gold or United States currency,

(f) The Fund's holdings of the currency of a member shall inoclude any
gecurities accepted by the Fund under Article III, Section 5.

d. Depositories

Efglanation
The Fund's gold will be held in the central banks or other de=-

signated depositories of member countries. At the outset, one-half of the
Fund's gold will be held in the Federal Reserve System and LO per cent in the
central banks aof the United Kingdom, the Union of Soviet Socialist Republics,
China, and France,

The currency subscription of a member country, and any subsequent
acquisitions by the Fund of the currency of a member country, will be held
by the Fund in that member country's central bank or designated depository.
Presumably in mos% countries the Fund will have a deposit account at the
Central Bank.

Provisions

Article XIII., Section 2, Depositories. » (&) Each member country
shall designate its central bank as & depository for all the Fund's holdings
of its currency, or if it has no central bank it shall designate such other
institution as may be acceptable to the Fund,

(b) The Fund may hold other assets, including gold, in the depositories
designated by the five members having the ‘largest quotas and in such other
designated depositories as the Fund may seleoct. Initially, at least one-
half of the holdings of the Fund shall be held in the depository designated
by the member in whose territories the Fund has its principal office and et
least forty percent shall be held in the depositories designated by the re-
maining four members referred to above., However, all transfers of gold by
the Fund shall be made with due rogeard to the costs of transport end antici-
pated requirements of the Fund. In an emergency the Executive Directors may
transfer all or any part of the Fund's gold holdings to any place where they
can be adequately protected.

Section 3,, Guarantee of the Fund's assets., - Each member guarantces
all assots of the Fund agaimst loss resulting from failure or default on the
part of the depository designated by it,
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e. Guarantee of Fund's Assets

Explanation

The gold value of the Fund's assets will be maintained irrespective
of changes in the par or foreign exchange value of a member's currency, Each
member is obligated to compensate the Fund for any fall in the gold value of
its currency held by the Fund. The Fund, in turn, must reimburse the member
for any rise in the gold value of its currency held by the Fund. The Fund
may waive this obligation if & uniform proportionate change is made in the
par values of all currencies.
Provisions

Article IV., Section 8., Maintenance of gold value of the Fund's
assets. - (a) The gold value of the Fund's essets shall De maintained not=-
withstanding changes in the par or foreign exchange value of the currency
of eny member.

(b) Whenever (i) the par value of a member's currency is reduced, or
(1i) the foreign exchange value of & member's currency has, in the opinion
of the Fund, depreciated to & significant extent within that member's
territories, the member shall pay to the Fund within a reasonable time an
amount of its own currency equal to the reduotion in the gold value of its
currcncy held by the Fund.

(e) Whenever the par value of & member's currency is increased, the Fund
shall return to such member within a reasonable time an amount in its
currency equal to the inecrease in the gold value of its currency held by
the Fund. e

(d) The provisions of this Section shall epply to a uniform proportionate
change in the par values of the currencies of all members, unless at the
time when such a chenge is proposed the Fund decides otherwise.

Article XIII,, Section 3., Guarantee of the Fund's assets, = Each
member guarantees all assets of the Fund Ggainst loss resulting from failure
or default on the part of the depository designated by it.
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CHAPTER IV, NATURE OF TRANSACTIONS WITH THE FUND

a, Through Governmental Agencies

Efglanation

Dealings between the Fund and member countries ean take place only"
through the treasuries, central banks, stabilization funds, or similar fiscal
egencies of member countries. Ordinary transaetions in exchange by nationals
of member countries will continue to be effected through the usual channels,
Only when a shortage of foreign currencies develops will the market come to
the central authorities, which in turn will apply to the Fund,

Provisions

Article V,, Section 1,, Agencies dealing with the Fund, - Each mem-
ber shall deal with the Fund only Through its Ireasury, central bank, stabili-
zation fund, or other similar fiscal agency and the Fund shall deal only with
er through the same agencies. '

b, On Initiative of Member

Ezglanation

Except for certain special transactions provided for in the Agree=-
ment the Fund will never initiate transactions. The Fund deals in ourrencies
only when a member comes to the Fund to purchase currencies,

Provisions ‘

Article V., Section 2,, Limitation on the Fund's operations. =
Except as otherwise provided in this Agrecment, operations on the aocount of
the Fund shall be limited to transactions for the purpose of supplying & mem-
ber, on the initlative of such member with the currency of another member in
exchange for gold or for the currency of the momber desiring to makc the
purchese,

¢ Purchasc Foreign Currencies With Qwn Currenay

Explanation
The essential feature of the Fund arrangement is that member countries

are entitled to obtain ocurrencies of other member countries from the Fund in
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exchange for their own currencies. In the Fund, a country's currency is an
obligation of that country, a claim on its resources, It is impartant to an
understanding of the Fund's operations to recognize that a country's curreney,
as such, is good only in the issuing country, and that when it acquires foreign
currencies from the Fund and pays for them in its own currency, it, in effect,
borrows these foreign currencies and gives the Fund, in exchange, demend
obligations which constitute a claim on its goods and services. Currencies
are obtained from the Fund only for immediate use in meking payments in
other countries, whereas ocurrencies paid into the Fund in exchange are claims
held by the Fund for use when and if & demand for them develops, The trens-
action has elements of a loan by the Fund to the country which purchases ex-
change from it, notwithstanding the fact that the currenoy paid into the
Fund for the foreign exchenge is money in its own country, This is the ex-
planation of the fact that throughout the Fund Agreement a country's use of
the Fund's resources at a given time is measured by the amount of its currency

in the Fund's possession in excess of its original contribution.

It is also essential to an understanding of the Fund's operations
to realize that the Fund is intended to be a revolving fund, The Fund's
holdings of the currencies of individual member countries will vary from
time to time, In general the Fund will endeavor to maintain a reasonable
balance in its holdings so that it will be in a position to meet the needs
of member countries, It is for this reason, particularly, that measures
are provided in the Agreement to cncourage replacement in the Fund of cur-
rencies purchased from it.

visions

-Article V., Section 3., Conditions povernine use of the Fund's
resources. - (a) A member shall be entitled to buy the currency of another

member from the Fund in exchange for its own currency subject to the fol-
lowing conditions:
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(1) The member desiring to purchase thc currency represents that it is
presently needed for making in that currency payments which are con-
sistent with the provisions of this Agreement;

(i1) The Fund has not given notice under Article VII, Section 3, that its
holdings of the ocurrency desired have becoms scarce;

(iii) The proposed purchase would not cause the Fund's holdings of the pur-
chasing member's currency to increase by more than twenty-five per-
cent of its quota during the period of twelve months ending on the
date of the purchase nor to exceed two hundred percent of its quota,
but the twenty-five percent limitation shall apply only to the ex-
tont that the Fund's holdings of the member's currency have been
brought above sewventy-five percent of its quota if they had been
bolow that amount;

(iv) The Fund has not previously declared under Section 5 of this Article, .
Article IV, Section 6, Article VI, Section 1, or Article XV, Section
2 (a), that the member desiring to purchase is ineligible to use the
resources of the Fund,

(b) A member shall not be entitled without the permission of the Fund to

use the Fund's resources to acquire currency to hold against forward exchénge
transactions.

d. Purchase of Foreign Currencies with Gold

Explanation
Members may also buy foreign currencies frem the Fund with gold.

Such purchases would not constitute a drain on the Fund, Any member wishing
to buy the currency of another member with gold is expected, if it can do so
with equal advantage, to acquire the foreign currency through the sale of
gold to the Fund. In this way the Fund's holdings of gold, with which it
can buy any member's currency, will be steadily replenished, The repurchase
provisions described later also tend to replenish the Fund's supply of gold
or of currencies in demand.

Provisions

Article V., Section 6., Purchases of currencieg from the Fund for
gold. - (a) Any member desiring to obtain, directly or indirectly, the
currency of another member for gold shall, provided that it can do so with
equal advantage, acquire it by the sale of gold to the Fund,

(b) Nothing in this Section shall be deemed to preclude any member from
selling in any market gold newly produced from mines located within its
territories,
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CHAPTER V. CONDITIONS GOVERNING USE OF THE FUND

e, To Meke Payments for Current Transactions

Explenetion

Member countries cen use the resources of the Fund, in gencoral,
only to finence current transactions with other member countries. This is
brought out in the statement on the purposes of the Fund which says that
the Fund is to assist in the eosteblishment of a multilgteral system of
payments in respect of current trensactions. It is also brought out in
the section of the Agreement which stetes thet members may not meke net
use of the Fund's resources to meet lerge or sustained outflows of capital,
end that the Fund mey request e member to exercise controls to prevent
such use of the resources of the Fund and dgclarc a member ineligible to
use the Fund if it does not excreclise mappropriate controls. There is a
special provision allowing a member to buy foreign currencies from the
Fund to makc ocmpitel trensfers when the Fund's holdings of its curroncy
are below 75 per cent of its quota. This would not-entail a net use of
the Fund's resources for capital trenssctions.

Payments for current transactlons are defined to include payments
for goods and services, normel short-term banking transactions, payments
of interest and net income from investments,moderate amortization payments,
and moderate remittances for family living expenses,

Provisions

krticle I (Purposes) (iv) To assist in the establishment of a multilateral
system of peyments in respect of current transactions between members
and in the elimination of foreign exchange restrictions which hemper
the growth of world trade.

Lrtiole V, Sec. 3. Conditions governing use of the Fund's resources.-
(a) A member shall be entitled to buy the currency of another member
from the Fund in exchange for its own currency subjeoct to the
following conditionss
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(1) The member desiring to purchase the currency represents thet it
is presently needed for meking in that currency puyments which
are consistent with the provisions of this Agreement.

Article V, Sec. 3 = (b) A member shall not be entitled without the permission
of the Fund to use the Fund's resources to aecquire currency to hold
egaingt forward exchange transactions,

Article VI, Section 1., Use of the Fund's resources for capital transfers.-
() A member may not meke net use of the Fund's resources to moet & large
or sustained outflow of capital, and the Fund may request a member to
exercise controls to prevent such use of the resources of the Fund., If,
after receiving such a request, a member fails to exercise appropriate
controls, the Fund mey declare the member ineligible to use the resources
of the Fund, (b) Nothing in this Section shall be deemed
(1) to prevent the use of the resources of the fund for capitael
trensactions of reasonable amount required for the expansion of
exports or in the ordineary course of trede, banking or other
business, or
(i1) to affect capitel movements which are met out of & member's own
resources of gold and foreign exchange, but members underteke
that such ocapital movements will be in accordance with the purposes
of the Fund.

S8ection 2, Special provisions for capital transfers. - If the Fund's
holdings of the currency of e member have remained below seventy-five per-
cent of its quota for an immediately preceding period of not less than

six months, such member, 1f it has not been declered ineligible to use

the resources of the Fund under Section 1 of this Article, Article IV,
Scction 6, Article V, Section 5, or Articlo XV, Scetion 2 (a), shall be
entitled, notwithstunding the provisions of Section 1 (a) of this Article,
to buy the currcney of enother member from the Fund with its own cur-
roncy for any purpose, including cepital transfers, Purchases for ocapital
transfoers under this Scetion shall not, however, bc permitted if they

heve the effect of reising tho Fund's holdings of the currcnecy of the
momber desiring to purchasc above seventy-five pergent of its quots, or

of reducing the Fund's holdings of the currency desired below seventy-five
percent of the quota of the member whose ocurrency is desired,

Artiole XIX, (i) Payments for ourrent transactions means payments which
are not for the purpose of transferring oapital, and includes, without
limitation:

(1) All peyments due in connection with foreign trade, other current
business, including services, and normel short-term banking
and credit facilities;

(2) Payments due &s interest on loans end as net income from other
investments;

(3) Peyments of moderate emount for amortization of loans or for
depreclation of direot investments;

(L4) Moderste remittances for family living expenses, :

The Fund may, after oonsultation with the members ooncerned, determine
whether certain specific transactions ere to be considered current
transactions or capital transactions,



be In Accordance with the Purposes of the Fund

Explenation

It is made clear that members are not intended to use the Fund
&s & source of permanent finencing. The Fund is to be & revolving fund
which mekes its resources aveileble to members over reasonably short periods
of time to help them meet temporary deficits and to provide them with en
opportunity to correct bulence of peyments meledjustments., This is
brought out in the third, fifth, and sixth purposes of the proposal as
stated in the opening urticle of the Agreement,

The Fund may limit a member's use of the resources of the Fund
if it is of the opinion that the member is using them in & menner contrary
to the Fund's purposes. Vhen the Fund so limits & member's use of the Fund
it must issue & report to the member, If the member does not meke &
satisfactory reply to the report, the Fund msy continue to limit the
member's use of the Fund or decolere it ineligible to use the Fund, It is
&lso clearly stated thet eny member which fails to live up to eny of its
obligations under the Fund Agreoment may be declared ineligible to use
the resources of the Fund. In cease of &n unauthorized chenge in par
values a member automatically becomes ineligible to use the Fund.
Provisiﬁns |
Article I (Purposes) (1ii) To promote exchange stsbility, to maintain

orderly exchenge arrangements among members, and to avoid competitive
exchunge depreciation,

(v) To give confidence to members by making the Fund's resources
aveileble to them under adequate safcguerds, thus providing them
with opportunity to correct maladjustments in their balance of pay-
ments without resorting to measuros destructive of noational or inter-
ne.tionel prosperity.

(vi) In accordance with the tbove, to shorten the duration and
lessen the degroe of disequilibrium in the internationel balances

of payments of members,

The Fund shtll be guided in all its decisions by the purposes set forth
in this Artiele,
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Article V, Section 3. Conditions governing use of the Fund's resources.-
(2) A member shall be entitled to buy the currency of another member from
the Fund in exchange for its own currency subject to the following conditions:
(1) The member desiring to purchase the currency represents
that it is presently needed for making in thet ourrency pay-
ments which are consistent with the provisions of this Agreement;
(iv) The Fund hes not previously declared under Section 5 of this
Article, Article IV, Section 6, Article VI, Section 1, or
Article XV, Section 2 (a), that the member desiring to purchase
is ineligible to use the resources of the Fund.

Article V, Section 5, Ineligibility to us¢ the Fund's resources,-

Vihenever the Fund is of the opinion thet any member is using the resources
of the Fund in a menner contrery to the purposes of the Fund, it shall
present to the member a report setting forth the views of the Fund and
prescribing a suitable time for reply, After presenting such a report

to a member, the Fund may limit the use of its resources by the member,

If no reply to the roport is received from the member within the prescribed
time, or if the reply received is unsatisfactory, the Fund may continue

to 1limit the member's use of the Fund's resources or may, after giving
reasonable notice to the membor, declare it inecligible to use the resources
of the Fund,

Article XV, Sectlon 2. Compulsory withdrewal.- (a) If a member fails to
fulfill eny of its obligations under this hLgreement, the Fund may declare
the member ineligible to use the resources of the Fund. Nothing in this
Section shall be deemed to limit the provisions of Article IV, Section 6,
Article V, Section 5, or Article VI, Section 1.

Article 1V, Section 6. Effect of unauthorized chenges,~ If & member changses
the par value of its currency despite the objection of the Fund, in cases
where the Fund is entitled to object, the member shall be ineligible to

use the resources of the Fund unless the Fund otherwise determines; and

if, after the expiretion of & reasonable period, the difference between

the member and the Fund continues, the matter shall be subjest to the
provisions of Article XV, Section 2 (b),

¢. Not for Relief and Reconstruction

Explanation

The Fund is not intended to enable member countries to meet all
deficits ﬁrising from current transactions, The lLgreement says that the
Fund is not intended to provide facilities for rellief or reconstruction or
to deal with international indebtedness arising out of the war,

This is in line with the gemeral purpose of the Fund to fineance

temporary deficits and provide an opportunity for corrective measures,
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not to finance chronic deficits or provide resources over a long period
of time., Obviously the Fund could not continue to function as intended
if its resources were either used up in providing relief or tied up in
long term finanocing of reconstruction needs,
Provisions
Article XIV, Section 1, Introduction,- The Fund is not intended to provide
facilities for relief or reconstruction or to desl with international

indebtedness arising out of the war,

d, Quantitative Limits

Explenation

A member may not increase the Fund's holdings of its own currency
by an amount larger than one~quarter of its quota in any l12-month period,
except by special permission, or when the Fund's holdings of its currency
haed previously fallen below 75 per cent of its quota., In the aggregate, it
cen not purchase foreign currencies with its own currency in an amount
that would bring the Fﬁnd' s holdings of its currency to more than 200 per
cent of 1ts quota, except by special permission, This means thet, if a
country's quote is 100 million dollers, of which 25 million is cont;ibuted
in gold and 75 million in currency, the country's net purchases of foreign
exchange from the Fund with its own currency could total 125 million,
this being the amount that would bring the Fund's holdings of the purchasing
member'!s currency to 200 million dollars or 200 per cent of its quota,
This general limit of 200 per cent of & member's quota is equivalent to
saying that e member's net purchases of foreign exchenge from the Fund
with its own currency mey not exceed the amount of its quota plus its
gold contribution,

These quantitative limits on & member's use of the Fund have been

carefully worked out with a view to the need of keeping the Fund in a



P Zlin
position to meet the demands which may be made on the Fund by other member
countries, The limits epply in general to all countries, but the Fund

can walve them, as well as the other conditions governing a member's
purchases of foreign currencies from the Fund. The Fund may decide to
waive these limlts in the case of member countries which have e record

of avoiding large or continuous use of the Fund, or have periodic or
exceptional needs for foreign currencies, or are willing to pledge accept-
eble collateral,

Provisions

Article V, Section 3. Conditions governing use of the Fund's resources.-
(a) A member shall be entitled to buy the currency of another member from
the Fund ipn exohenge for its own currency subject to the following oconditions:
(111) The proposed purchase would not csuse the Fund's holdings
of the purchasing member's currency to increase by more than
twenty~five perocent of its quota during the period of twelve
months ending on the date of the purchase nor to exceed two
hundred percent of its quota, but the twenty-five peroent
limitation shall apply only to the extent that the Fund's
holdings of the member's currency heve been brought above
seventy-five percent of its quota if thcy had besn below that
amount,
Scction L. Weiver of conditions.- The Fund mey in its discretion, end on
terms which safeguard its interests, waive eny of the conditions prescribed
in Section 3 (a) of this Article, ospeeially in the case of members with a
record of avoiding large or continuous use of the Fund's resources, In
meking a walver it shall teke inte conslideration periodic or exceptional
requiroments of the member requesting the walver. The Fund shell also
teke into consideration & member's willingness to pledge as colleteral
sedurity gold, silver, securities, or other acceptable sssots having a
value sufficient in the opinion of thc Fund to proteot its interests and
may require as a conditlon of waiver the pledge of such collateral security,

€, Source Currency Limitution

Explanation

A member may not be eble to obtuin & certein currency from the
Fund oven though the member's request satisfies all the conditions listed
above if the currency requested has been dealared scarce by the Fund,
when & currvncy hes been declercd scarce the Fund has the pight to ration
its existing and accruing supply among mcmbers, Sec Chapter VI on Scurce

Currencies,



Provisions

Artiole V, Section 3., Conditions governing use of the Fund'.s resources,-
(a) A member shall be entitled to buy the currency of another member
from the Fund in exchange for its own currency subjeet to the following
conditions:
(11) Te Fund has not given notice under Article VII, Section 3,
that its holdings of the currency desired heve become scarce,

Article VII, Section 3, Scarcity of the Fund's holdings.- (a) If it
becomes evident to the Fund that the demand for & member's currency
seriously threatens the Fund's ability to supply that currency, the Fund,
whether or not it has issued a report under Section 1 of this Article,
shall formally declare such currenocy scarce end shall thenceforth apportion
its existing and accruing supply of the scarce currency with due rogard

to the relative needs of members, the general international cconomie
situation, and eny other pertinent considerations, The Fund shall also
issue & report concerning its ection,

£ Cha:gca Levied on Use of Fund

Explanation

Members purchasing foreign exchange from the Fund with their own
currenaies areo required to pay on cach purchase a uniform service charge
of three-fourths of 1 per cent. This charge ﬁay be altered by majority
vote to not less thén one-half or not more then 1 per cent. If & member's
purchascs from the Fund raise the Fund's holdings of its currency above
ifs quota, additional cherges must be levied by the Fund on its holdings
in excess of tho quota, These charges &r¢ levied in proportion to the
Fund's holdings of the currency of & member because, as cxplained &bove,
this measures the extent of & country'!s usc of the resources of the Fund,
Unless & membor's monetary reserves arc less than half its quota all
charges are payable in gold,

The rates'churged on holdings in excess of the quota &rc.uniform
for all countries and vaery with the amount of the currency held and the
length of timo over which it is held by the Fund, Teble II gives the

rates charged for cach step in the upward scale, both gs to emount and as
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to time. It should be noted thet these are not average charges on the
entire amount or over the entire period but charges on each indicated
unit of volume and of duration,

The Agreement provides, as indicated in the table, that special
consul tations between the Fund end a member riust teke plece with a view
to decreasing the Fund's holdings of that member's currency when the rate
payeble by thet member on any emount or for eny period of time has
reached |, per cent, If the rate rises to 5 per cent, as indicated in the
table, and if the amount held or the period of time over %hich the curreney
is held continues to increuse, the Fund mey impose such charges ;s it
deems appropriate, The scale of charges just described may be altered
by a three-fourths vote,

It is oclear from the more substantial nature of these charges
and the fact that the retes charged become progressively higher as &
member uses more of the resources of the Fund or uses them over a longer
period of time that these charges, unlike the service end handling churges,
are intended to mot as serious deterrcnts to countries meking large or
prolonged use of the Fund's resources., This is consistent with one of
the ma jor purposes of the Fund which is to be in a position st all times
to help any member to moet a tcmporary deficit in its balances of payments
end give it time to correct meledjustments. The Fund's powur to help all
member countries would be seriously threatened if ﬁnduly large asmounts of
its total resources were used to meot the needs of any one country, or if
any substantial part of its resources were in use over long periods of
time, In such cases the Fund's holdings of currencies in demand by most
members would shrink and might bocome inadequate for further operagpions

while its holdings of ocurrencies not in demend eccumulated,



Charges Payable by a Country on Fund's Holdings of Its Currency in Excess of Its Quota

Table II

Amount of country's
currency held by
Fund in excess of
country's quota as

Per cent per annum payable on amounts in excess of guota

1 ek 2 nd 3 rd L th 5 th 6 th 7 th 8 th
peroiﬁgiieqzﬁt:oun Year Year Year Year Year Year Year Year
0-25 Y 3/ 1 -2 | 2 2l | 3 312 | 2/
25 - 50 1-1/2 2 2.1/2 3 3-1/2 | 2/, L-1/2
50 - 75 2-1/2 3 3-1/2 | 2/ b-1/2 | 3/5
75 - 100 3-1/2 | 2/h L-1/2 | 3/5 3/5

On additional amounts the Fund may set such terms and
conditions as it deems appropriate.

1/' No payment in first three months; 1/2 per cent in next nine.

-

E?’ At this point the Fund and the member shall consider ways and means by which the Fund's holdings of

the member's currency can be reduced.
2/' When the charge reaches 5 per cent the Fund and the member must agree on the charges to

If no agreement is reached the Fund may impose such charges as it deems appropriate.

Note:
scription.

No charge ‘is made on use of the Fund resources in an amount equivalent to a member's

be imposed.

gold sub-
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Provisions

Artiele V, Section 8., Charges.- (&) Any member buying the currency of
another member from the Fund in exchange for its own currency shall pay

& service charge uniform for all members of three-fourths percent in
addition to the parity price. The Fund in its discreéetion may increase this
service cherge to not more than one percent or reduce it to not less than
one-half percent,

(b) The Fund maey levy & reasonsble handling charge on any member
buying gold from the Fund or selling gold to the Fund,

(¢) The Fund shell levy charges uniform for all members which shall
be payable by any member on the average deily balances of its currency
held by the Fund in excess of its quota, These charges shell be at the
following retes:

(1) On emounts not more than twenty-five percent in excess of the
quotas no charge for the first three months; one~half percent
per annum for the next nine months; and thereufter an increese
in the charge of one-half peroent for each subsequent year,

(11) On amounts more than twenty~five percent and not more than fifty
percent in excess of tho quotas an additional one-half percent
for the first year; end an additional one-half percent for eech
subscequent ycar, . .

(1ii) On each ndditional brucket of twonty-five percent in excess
of the quote: an additionel one-half percent for the first yoar;
and en edditionel onc-hulf percent for each subsequent year,

(d) Vihenever the Fund's holdings of & member's currency are such that
the charge epplicable to any bracket for eny period has reached the rate
of four percent per annum, the Fund and the member shall consider means by
which the Fund's holdings of the currency cen be reduced, Thereafter, -
the cherges shall rise in accordance with the provisions of (c¢) above
until they reach five percent and falling egreement, the Fund meay then
impose such charges eas it deems appropriate,

(e) Te rates referred to in (c) and (d) ebove may be changed by a
three-fourths ma jority of the total voting power,

(f) All charges shall be pasid in gold. If, however, the member's
monetary reserves are less than one-half of its quots, it shall pey in
gold only that proportion of the charges due which such reserves bear to
one~half of its quota, and shall pay the balance in its own currency.

g+ Repurchase Obligations

Exglanation

There ere two provisions requiring & member in certain circumstances
to repurchase its currency from the Fund. The broad purposes of the first
of these provisions are to 1imit a country's use of the Fund when it hes
ample other means of meeting its internutional peyments and to meke it

share with the Fund such additions to its monetery reserves as may occur
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from time to time, provided it has been'using the resources of the Fund,

For these purposes a member whose reserves ere in excess of its
quota is required at the end of each financial year to examine changes in
its reserve position in relation te its use of the Fund's resources_and
to moke adjustment in scecordence with the following rules, If the member's
reserves have not'changed, it must use its reserves to the extent necessary
to reduce by one-half the year's increase in the Fund's holdings of its
currenocy. If its reserves have increased, then it must use its reserves
as in the previous cese und, in addition, must use half of the increase in
its reserves to reduce the Fund holdings of its ocurrency whenever aoquired,
If the country's reserves havé decreased but aure still in excess of its
quota, it must use enough of its reserves to make the decrease of its
reserves for the year equal to the year's increase in the Fund's holdings
of its currem‘:y. |

The second repurchase provision is intended to limit the use
of one currency, such as the doller for example, for finencing edverse
balances of payments between two other countries, This provision is that
if a member country, after having made the repurchases required under the
first provision, still shows &n incroaso in its holdings of another country's
currency (or of gold acquired from that country) end this increese ariscs
from transactions with & third country, then the member country must turn
thet inorecase over to the Fund in exchange for its own currency, This
provision is necessary to reduce the absorption of scarce currencies. inte
the fineneing of balances between other countries.

There are certain limits on the ropurchases which must take place
under these two provisions., First, no member is required under these

repurchese provisions to reduce its monetary reservos to below the amount
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of its quota. S§econd, no member is required by these repurchases to reduce
the Fund's holdings of its currency below 75 per cent of its quota, This
means that a member is required to make these repurchases only if it has
been meking net use of the resources of the Fund or if it originelly
contributed less then 25 per cent of its quota in gold, Third, no
repurchases shell raise the Fund's holdings of the currency of any country
ebove 75 per cent of thet country's quota, There are also other rules
concerning the currencies to be used in connection with the repurchase
provision, These rules ere framed with & view to protecting the Fund
from acquiring currencies under these repurchase provisions of which it
already has an &mpie supply and insuring that the Fund will acquire only
such currencies &s ere in demend,

A member's monetery reserves include a member's net official
holdings of gold mnd convertible currencies, convertible currencies being,
in general, currencies of members of the International Monetary Fund that
heve not teken advantage of the special transitional arrangements end
currencies of such nonmembers as the Fund may from time to time speecify,
There is a special exception by which occupied eountrics need not
inelude in their moneotary rescrves gold newly mined in the first five
years of the Agreement, The term currency includag coins, puper money,
bank belences, bank acoceptences, &nd government obligations issued with
o maturity not czcceding 12 months, A member's official holdings means
central holdings, i ties holdings of treasurics, central banks, stebilization
funds, end similer agencies and also such holdings of other official
institutions or other benks as erc substantially in excess of working
balances and are deemed official by the Fund after consultetion with the

member., Net holdings are ocalculeated by deducting from a member's
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official holdings its currency liabilities to official institutions or

banks in the territories of other members or nonmembers the holdings of
the currencies of which are included in the member's official holdings.
Provisions

Article V, Section 7, Repurchase by a member of its currency held by
the Fund,~ {a) A member may repurchase from the Fund and the Fund shall
sell for gold any part of the Fund's holdings of its currency in excess
of its quota,

(b) At the end of each finenciel year of the Fund, & member shall
repurchase from the Fund with gold or convertible currencies, as determined
in accordence with Schedule B, part of the Fund’s holdings of its currency
under the following conditions:

(1) Each member shall use in repurchases of its own currenay
from the Fund en amount of its monetary reserves equal in
velue to one-half of any increase that has occurred during
the year in the Fund's holdings of its currency plus one-half
of any increase, or minus one-half of any decrease, that has
ocourred during the year in the member's monetary reserves,
This rule shall not epply when & member's monetary reserves
have decreased during the year by more then the Fund!s holdings
of 1ts currency have inoreased,

(i1) If efter the repurchase described in (i) above (if required)
has been made, & member's holdings of another member's
currency (or of gold acquired from that membsr) are found
to have increused by reason of transections in terms of
that currency with other membors or persons in their
territories, the member whose holdings of such currency
(or gold) have thus incressed shull usc the incroase to
repurchase its own currency from the Fund,

(¢) None of the adjustments described in (b) above shall be carried
to a point at which

(1) the member's monetary rescrves are below its quota,
or

(ii) the Fund's holdings of its currency are below seventy-five
percent of its quota, or

(1i1) the Fund's holdings of sny currency required to be used are
above seventy-five percent of the quota of the momber concerned.

Schedule B,

1. In determining the extent to which repurchase of a member's
currency from the Fund under Article V, Section 7 (b), shell be made with
each type of monetary reserve, that is, Wwith gold and with each convertible
currency, the following rule, subject to 2 below, shall applys

(a) If the momber's monctary reserves huve not inecressed during

the yeur, the amount payable to the Fund shell be distributed among
all types of reserves in proportion to the member!'s holdings thereof
et the end of the year,
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(b) If the member's rionetary reserves have increased during the
yeor, a part of the amount payable to the Fund equal to one-half

of the increase shall be distributed emong those types of reserves
which have increased in proportion to the amount by which each

of them has increased., The remainder of the sum payable to the
Fund shall be distributed among all types of reserves in proportion
to the member's remaining holdings thereof.

(¢) If after all the repurchases required under Article V, Section 7 (b),
had been made, the result would exceed any of the limits specified
in Artiocle V, Section 7 (c¢), the Fund shall require such repur=-
cheses to be made by the members proportionately in such manner
that the limits will not be exceeded,

2+ The Fund shall not acquire the currency of any nonmember
under Article V, Section 7 (b) and (c).

3. In caloulaeting monotary reserves and the inerease in
monetary .reserves during eny year for the purpose of Article V, Section 7
(b) and (e), no mcoount shall be taken, unless deduotions have otherwise
been made by the member for such holdings, of &ny increasc in those
monetary reserves which is due to currency previously inoonvertible having
become convertible during the year; or to holdings which are the proceeds
of a long-term or mcdium-term loan contractod during the year; or to hold-
ings which have beon transferrcd or set aside for repayment of & loan
during the subsequent year,

L. In the case of members whose metropoliten territories have
been occupied by the enemy, gold newly produced during the five years
after the entry into force of this Agreement from mines located within
their metropolitan territories shall not be included in computations of
their monetary reserves or of increeses in their monetary reserves,

Article XIX. In interpreting the provisions of this Agreement the Fund

and its members shall be guided by the following:
(a) A member's monetary reserves means its net official holdings
of gold, of convertible currencies of other members, and of the
currencies of such non-members as the Fund may specify.
(b) The officiel holdings of & member means central holdings
(that is, the holdings of its Treasury, central bank, stabie
lization fund, or similar fisocal agency).
(c) T™e holdings of other official institutions or other banks
within its territories may, in eny particuler case, be deemed by
the Fund, after consultation with the member, to be official
holdings to the extent that they are substontially in excess
of working balances; provided that for the purpose of determining
whether, in & perticuler case, holdings are in excess of working
balances, there shall be deducted from such holdings amounts
of ocurrency due to official institutions end banks in the
territories of members or non-members specified under (d) below.
(d) A momber's holdings of convertible ocurrencies meens its
holdings of the currcncies of other members which ere not availing
themselves of the trensitionel errangements under Article X1V,
Section 2, togethor with its holdings of the currencies of such
non-members as the Fund may from time to time specify., The
term currency for this purpose includes without limitation coins,
paper money, bank balences, bank acceptances, and government
obligations issued with a maturity not exceeding twelvo months.
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(e) A member's monetary reserves shall be calculated by
deducting from its central holdings the ourrency liesbilities
to the Treasuries, central banks, stabilization funds, or
similar fiscal egencies of other members or non-members
specified under (d) above, together with similer liabilities
to other officiel institutions and other banks in the
territories of members, or non-members specified under (d)
above, To these net holdings shall be added the sums deemed
to be official holdings of other official institutions and
other banks under (c¢) above.

(f) The Fund's holdings of the currency of & member shall
include any seourities sccepted by the Fund under Article IIJ,
Section 5,

(g) Te Fund, after consultation with a member which is availing
itself of the trensitional errangements under Article XIV,
Section 2, mey deem holdings of the currency of that member
which carry speoified rights of conversion into another
currency or into gold to bo holdings of convertible currency
for the purpose of the celouk tion of monetary reserves,
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CHAPTER VI, SCARCE CURRENCIES

Explanation

If a country sells goods or services to the rest of the world in
larger amount than it buys abroad, then the rest of the world must either
be borrowing the difference or‘drawing upon its mbnetary reserves or the
Mund to pay for its purchases. The maladjustment in the sphere of trade,
services, and capitzl may be of so persistent a character as to force heavy
drzfts upon limited national reserves or resources in the Fund. In such
a case, there is danger that the incregsing difficulties of obtaining the
currency mey start a scramble tc obtuin it before it is too late, Rather
than let things develop to this criticel point, the Fund, long before the
situztion has become acute, may inform members thut 2 generzl scarcity of
the currency is developing und moy issue a report unalyzing the czuses of
the scarcity and recommending measures designed to bring it to «n end.

Should the Fund's holdings of the particular currency bccome
scarce, the fund may require the member concerncd to s¢ll its currency to
the Fund for gold and zll membors undertcke to buy gold offered to them
by the Fund if it is in need of their currencics. Or fhe Fund may mcke
an effort, with the zpproval of the membor concernesd, to borrow its cur-
rency. It will have th: choicc of borrowing from the mamber itseclf or
from other members which hapnen to huve & surply of the desired currency.
But wside from thc origindl subscription, no country is obliged to lend
its currcncy to the Fund, since thc total commitment of cach country is
limited to its originual subscription to the Fund,

If th2 demends on the Fund oroe so grewt that the Fund's sbility

to supply the source currency is sceriously threctened, the Fund must
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formally declare the currency to be scarce and apportion its supply among
member countries, In doing this the Fund must take into consideration
the relative needs of member countries, the general international eco-
nomie situation, and any other pertinent factors. It must also issue a

report concerning its action,

Onez & currency has formally becn daclered scarce, any moember mey
limit the freedom of exchange transactions in thit currency to the extent
ﬁecessary to reduce the demund for thut curroncy to the level of its supplys
Each member muy determine for itsclf the woy in which it limits trunsze-
tions in the scurce currency provided it do:s not violute its obligations
in regurd to exchunge rutes. Mombers .grec not to invoke the obligations
of prior agrocments in such & wey s to prevent o member from limiting
its trunsuctions in the se.rce currcney to the extent necesswery in the
circumstences just described; but cach member ulso igress to give sympeathe-
tic consideruation to tho representitions of other members with regerd to
its adninistrition of the restrictions,

One of the Fund's endeuvors will be to prevent the development
of « shortuge of any currency. But ¢ persistent demund for & country's
geods in excess of its purchuses of other countries' goods will inevit-
ably result, with or without the Fund, in & shortage of thut country's
currency. Other ecountrics may mcet the shortezge temporcrily by selling
gold to the country whos: currcncy is scurcg, or by borrowing from it.
But, in the gnd, such & scurcity can be elimihatod only by the re~estab-
lishnent of bcddunce betwe:n the country's exports and its imports.

1
¥
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Provisions

Article VII. Section 1. Generul scarcity of currency. — If
the Fund finds th.t @ gencral scuarcity of o purticular curren-
cy 1is developing, the #und muy so inform the members &nd may
issue & report sctting forth the causes of the scorcity «nd
containing recommendctions designed to bring it to :n end, A
representotive of the member whose currency is involved shall
participute in the preparution of the report.

Section 2. Measures to replunish the Fund's holdingsof scerce
currancies. - The Fund may, if it deems such action eppropri-
ate to replznish its holdings of any member's currency, teke
either or both of the following steps:

(1)Proposc to the member that, on terms and conditions cgreed
batween the Fund and the member, the latter lend its cur-
rency te the Fund or thot, with the upprovel of the mem-
ber, thoe Fund borrow such currency from some other source
cither within or cutside the territories of the menber,
but nc-nember shcll be under any obligation to mcke such
louns te the Fund or to «oprove tha borrowing of its cur-
rency by the Fund from any cther source,

(ii)Require the mamber to sell its currency tc the Fund for
gold,

Scetion 3. Scarcity of the Fund's holdings, - (o) If it beccmes
evident to the Fund th.t the denund for z menmber's currency seri-
cusly thrzatons the Fund's sbility te supply that currency, the
Fund, whether ¢r not it has issued & repert under Secticn 1 of
this Article, shall formully declire such currency scoercee and
shell thenceforth cpporticn its existing wund accruing supply of
thz scurce currency with duc regerd tc the relutive neads of
nembers, the generel internctiongd cconcnic situcticn, wnd any
cthor pertinent consideraticns. The Fund shell &lso issue o
report concerning its action,

(b) A fornel decliriticn undzr (&) above shull opercte as an
cuthcrization to any member, after censultuation with the Fund,
temporarily to Impcse linmitations on the freedom cf cxchunge
opercticns in the scurce curreney. Subject to the prcvisicns
of Article IV, Secticns 3 and 4, the nmember shazll have complete
Jurisdicticn in detormining the nature of such limitczticns, but
they shcll be ne mere restrictive thon is necessury to linit
the demend for the scurce currency te the supply held by, or
accruing to, the nenber in questicn; and they shill be relexod
wnd reomcved as rapidly as conditicns permit.



-37-

(¢) The authcrizaticn under (b) above shull expire whenever
the Fund formally decleres the currency in question to be no
longer scurce.

Sec. 4. Administrustion of restrictions. - Any member imposing
restrictions in respect of the currcncy of wny other member
pursucnt to the provisions of Section 3(b) of this Article

shall give symp.thetic considerstion to any representutions by

the other member regurding the sdministruation of suech rastrictions,

Sec. 5. Effect of other internationcl cgreements on restrictions,
Members wcgre: not to invoke the obligutions of wny engagaments
entered inte with othor members prior to this Agrecment in
such & munner as will provent the oparution of the provisions

of this Article.

Article V. Sec, 3. Conditicns governing use of the Fund's rc-
sources. =~ (u) A member shall be entitlcd te buy the eurrency
of cnether mamber from the Fund in exchange for its own cur-
rency subject to the following eenditions:

(11) The Fund hus not given notice under Article VII, Secction
3, thet its holdings of the currsney d:sired have become scarce,
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CHAPTER VII., EXCHANGE RATES (PR VALUES)

ae Initig) Detorination of Pur Values

Explungtion

The first task of the Fund will be to arrange for the fixing of
the initial par volues and for the commencement of exchunge operutions in
member currencies. When the Fund deeides that it will shortly be in &
position to begin exchunge trunsactions it will undertcke to estublish
initiel pur volues. Par values of member currencies must be expressed
in terms of gold or in terms of United Stutes dollurs of fixed gold con-
tent. The Fund will zsk each member country to communicute the pur value
of its currency based on the rutes of exchange prevailing 60 dcys before
the Agreement entered into force. The dute will therafore be sometime
between Mcrch 1, 1945, and October 31, 1945, If either the Fund or the
member is of the opinion thut this per value is unsuatisfactory, it must
sy so within 90 duys. The Fund cun objoet to this par vclue if it cppears
thet it cun not be maintained without leuding to undue use of the re-
sources of the Fund either by that member or by other members, The Fund
end the member must agree on wn initiul pur velue within & reusonable per-
iod, and if no zgreement is reuched the member will be deemed to have
withdrawn.

Specicl provisions for countries which hove bean oacupied by the
enemy w«llow these countries to postpone communiccting the pur vulue of
their currencies until mejor hostilitizs have ccased in their territories,
or until such later time as the Fund mey detormine, and elso allow these

countries and the fund nmore than 90 days to rcgister objections to the
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cormunicated par value, ©Such countries may also use the Fund before their
initial par values have finally been established, in amounts snd under con-
ditions prescribed by the Fund, and may in the meanwhile alter their com-
municated rates by sgreement with the Fund without prejudice to their ability

to alter their rates after initial par values have finally been established,

Provisions

Article IV, Section 1. Expression of par wvalues.- The par value
of the currency of each member shall be expressed in terms of gold
as a common denominator or in terms of the United States dollar

of the woight and finemess in effect on July 1, 1944,

(v) All computations relating to currencies of members for the
purpose of applying the provisions of this Agreement shall be on
the basis of their per values.

Article XX, Section 4, Initisl determination of par yclucs.-

() When the Fund is of the opinion that it will shortly be in a
position to begin exchange trensactions, it shall so notify the
members and shall request each member to communicate within thirty
days the par value of its currency bascd on the rates of exchange
preveiling on the sixtieth day before the entry into force of this
Agreement. No member whose metropolitan territory has been occu-
pied by the enemy shall be required to make such a communication
while that territory is a theater of major hostilities or for such
period thereafter as the Fund may determine. When such a member
communicates the par value of its currency the provisiouns of (d)
below shall apply.

(b) The par value cormunicated by a member whose metropolitan
territory has not been occupied by the cnemy shall be the par
value of that member's currency for the purposes of this Agree-
ment unless, within ninety days after the request referred to in
(a) above has been received, (i) the member notifies the Fund
that it regards the par vnlue as unsatisfactory, or (ii) the Fund
notifies the member that in its opinion the par wvalue can not

be meintained without causing recourse to the Fund on the part
of that member or others on a scale prejudicial to the Fund and
to membera, When notification is given under (i) or (ii) above,
the Fund and the member shall, within a period predetermined

by the Fund in the light of all relevent circumstances,
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agree upon & suitable pur value fer thet currency. If the

Fund ¢nd the menber de not ogree within th: peried sc determ-
ined, the nember shall be deened to have withdrawm from the Fund
on the dute when the period expires.

(¢) When the par vilue of a member's ecurrency has been estab-
lished under (b) above, either by the expiration of ninety days
without notification, or by sgreement after notification, the
member shzll be eligible to buy from the Fund the currencies of
other members to the full extent permitteéd in this figreement,
provided that the Fund has begun exchange transactions.

(d) In the case of a member whose metropolitan territory has
been occupizd by the enemy, the provisions of (b) above shall
apply, subject to the following modifications:

(1) The period of ninety days shcll be extended so as to end
on & date to be fixed by agreement between the Fund and the
member.

(i1) Within the cxtended period the member may, if the Fund has
begun exchunge trunsactions, buy from the Fund with its cur-
rency the ‘currencies of othor members, but only under such
conditions and in such zmounts &s may be prescribed by the
Fund,

(iii) it any time before the dute fixed under (i) ubove, chunges
may be mide by agrecment with the Fund in the per value
communicszted under (a) wbove,

(e) If a momber whose metropoliten territory has been occupied
by the cnemy adopts 4 new monctary unit before the dote to be
fixed under (d) (i) above, the pecr vilue fixed by thut member
for the new unit shall be communiccted to the Fund :nd the pro-
visions of (d) wbove shell cpply.

(£) Chunges in par valuss zgreed with the Fund under this Seo-
tion shell not be tuken into account in determining whether a
proposed chunge fzlls within (1), (ii), or (iii) of article 1V,
Section 5(c),

(g) & member communicuting to the Fund &« pur value for the
currency of its metropolitun territory shall simultzncously com—
municate & velue, in terms of that currency, for each separate
currency, whare such exists, in the territorics in roespect of
which it has accopted this sgreament under Section 2(g) of this
sarticle, but no member sh.ll be required to make a communication
for the sceparate currency of a territory which has been occupied
by the encmy while that torritory is a theator of major hostilie
%ios or for such period theroafter as tho Fund msy determine, On the
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busis of the pur velue so cormunicuted, the Fund shell compute
the por vilue of each separste currency, & communicution or no-
tification to the Fund under (&), (b) or (d) cbove regw.rding the
per value of a currency, shall slso be deemed, unless the con-
trary is steted, to be & communication or notificztion regarding
the per velue of «ll the seporute currencies referred to cbove.
iny member mcy, however, mcke & cormunicgtion or notification
reluting to the metropolitan or any of the separate currencies
alone., If the member does so, the provisions of the preceding
purugraphs (including (d) wbove, if a territory where & separ-
ate currency :xists has been occupicd by the enemy) shall

apply to each of these currencics separctely.

(h) ™e fand shall begin exchenge transsstions at such date

as it myy determine aftar menbers huving sixty-five percent of
the totzl of the quotas g2t forth in Schedule A have beocome
eligible, in accordunce with the preceding paragraphs of this
Section, tc purchusc the currencies of other members, but in no
ocvent until after mejor hostilities in Europe have ceased.

(1) The Fund nuy postpone exchange trinsactions with .ny member

if its circunstunces are such that, in the opinion of the Fund,

they would lead to use of the resources of the Fund in a menner

contrary to the purposcs of this ,greement or prejudicial to the
Fund or the members,

(j) ™e par volues of the currencies of governments which indi-
cate their desire to bacome members after December 31, 1945,
shgll be determined in zcecordunce with the provisions of iArticle
IT, Secction 2,

b. Obligation to Maintain Established Par Velues

Explanztion

Exchunge rotes end members' obligaticns in respect to them wre
& central feature of the Fund agrecment. ,fter the pur vilue cf a mem-
ber's currency hus be:n established, in cccordcnece with zn agreed proced-
ure, the Fund will prescribe & margin zbove und belew par vilue for trans-
actions in gcld by that menber and the nember is net allcwed to buy geld
at &« price zbove pir value by more thun thut margin or sell it &t a price

below par vclue by more than thut murgin., Members underteke to permit
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exchange transactions between their currencies and other member currencies
only at rates within a prescribed range., This range in the case of spot
exchange transactions is one per cent above and below par. A member whose
monetary authorities freely buy and scll gold for the scttlement of inter-
national transactions within the prescribed margin of parity for such
tronsactions is considercd to be fulfilling the undertaking not to permit
exchange transcctions outside the prescribed ronge. In substence, then,
a member undertakes to maintain, if necessary by freely buying or selling
gold, the established rate of oxchange between its currency and foreign
currencies, except as methods for orderly and nccessary changes are pro-

vided by the Agreement.

Provisions
Article iV, Section 2, Gold purchases based on par values.- The

Fund shall preseribe a margin above and below par value for trans-
actions in gold by members, and no member shall buy gold at a
price above par value plus the prescribed margin, or sell gold at
a price below par value minus the prescribed margin,

Section 3. Foreign exchange dealings based on parity.- The maximum
and the minimum rates for oxchange transactions between the cur-
rencies of members taking place within their territorics shall not
differ from parity

(i) in the case of spot exchange trunsactions, by more than one
percent; and

(ii) in the case of other exchange transactions, by a margin which
exceeds the morgin for spot exchange transactions by more than
the Tund considers reasonable.

Section 4. Obligations . exchange stabi .- (a) each
member undertakes to collaborate with the Fund to promote exchange
stability, to maintain orderly exchange arrangements with other
members, and to avoid competitive exchange alterations.

(b) Each member undertakes, through appropriate measures consis-
tent with this Agreement, to permit within its territories ex-
change transactions between its currency snd the currencies of
other members only within the limits prescribed under Section 3

of this Article. A member whose monetary authorities, for the
scttlement of international transactions, in fact freely buy and
sell gold within the limits prescribed by the ¥Fund under Section

2 of this Article shall be deemed to be fulfilling this undertaking.
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c; Chs n Pa
Explonation

The Fund's purpose is to promote exchange stability as an impor-
tant means for the restoration of world trade, but it recognizes that cer-
tain changes in rates may become necessary, Nc change in a member's rate
can be made except on its own proposal and members agree mot to propose a
change except to correct a fundumental disequilibrium. Membér countries
are given the right, after consultation with the Fund but without obtaining
its concurrence, to alter the par value of their currencies by 10 per cent
from that initially established, For any proposed changes beyond 10 per
cent the Fund has a right to concur or object, but on changes which do not
exceed a fﬁrther 10 per cent the Fund must either concur or object within
72 hours if the member so requests. There is a special proviso that o mem-
ber may change the per vulﬁe of its currcncy without the concurrence of the
Fund if the change does not affect the intermational transactions of mem-
bers of the Fund., It is difficult to eonceive of such a situation;

In order to proteot member countries from deflationary pressures
resulting from inability to adjust exchﬁnge rates to world conditions, it
ie provided that the Fund must concur in a proposed chenge if it is satis-
fied that the change is necessary to correct a fundamental disequilibrium.
Also it must not reject such a change on account of the domestic socizl or
political policies of the proposing member., It is for the Fund to deter-
mine whether or not & change is necessary to correct a fundamental dis-
equilibrium, This places on the Fund the responsibility for acting impar-
tislly and rationally on such proposed ¢hanges as may come before it;

It is recognized thot the postwar transition period will be one
of change and adjustment and that during this period the Fund must give

members the benefit of any reasonable doubt in deciding cn their requests.
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It is certain that during the immediazte postwar period more then ordinary
flexibility in exchange rates will be required; It would be impossible for
the Fund to act immediately after the war with such wisdom as to provide
rates of exchonge that would in all cases continue to be appropricte as the
process of reconstruction proceeds.

The question may be raised whether these provisions would go &
long way toward diminishing the hoped-for stahility of exchange rates.
Their purpose is to accomplish the opposite. Stability does not mean rig-
idity and rigidity in the past has resulted in extreme instability. A
country which finds that its domestic economy is suffering greatly from in-
ability to balance its internationasl trznsuctions at its existing exchange
rate and which finds it impossible to correct the situation by other adjust-
ments without seriously harmful consegquences, has no alternative but to
change its rate; Porsistence in attempts to maintain the existing rate is
likely to have important disturbing effects both at home and abroad and to
result in the necessity of larger end more frequent changes in rates when
the changes are eventually made than would have been necessary had the coun-
try acted promptly., The provision for orderly changes in rates at such
times, in consultation with the Fund and with its ccnecurrence, is therefore,
expected to result in the long run in more rather than less stability of
exchange rates. Stability, however, is viewed not as an end in itself but
os a neans of promoting trade, and, through trade, a high level of employ-
ment and income. Insistence on stable rates, irrespective of the effects
of those rates on employment and income, might have meant losing sight of
this objective.

If a country changes its rate by more than 10 per cent from the
initial rate in spite of the objection of the Fund, the gountry automati-

cally becomes ineligible to use the Fund's resources, In such cases,
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if the Fund and the member do not comc to sn agrecment on the rate
within & rezsonuble pariod, the FPund can require the country to withdraw
from membership in the Fund.

Provisions

art. IV, Sec. 5. Chunges in par values.—- (a) 4 member shall not
propose & chuange in the par value of its currency exccpt to cor—
rect a fundamentsl disequilibrium.

(b) & change in the per vzlue of a member's currency mcy be made
only on the proposcl of the mamber and only after consultation
with the Fund.

(¢) When a change is proposed, the fund shall first toke into
account the changes, if any, which have already tuken place in
the initial per value of the member's currcncy us determined
under sriiole XX, Seoticn 4, If the proposed chunge, together
with all previous chunges, whether increuses or decreases,

(1) does not excewd ten percent of the initi:l per value, the
Fund shall raise no objection;

(11) does not excecd & further ten percent of the initial par
velue, the Fund mey either concur or object, but shall declare
its attitude within seventy-two hours if the member so raquests;
(iii) is not within (i) or (ii) zbove, the Fund mzy either concur
or objecy, but shzll be entitled to a longer period in which to
declure its attitude,

(d) Uniform chenges in par valuszs made under Scetion 7 of this
article shall not be taken into aceount in determining whether
a proposed chunge fulls within (i), (ii), or (iii) of (c) above.

(e) i member may chunge the pur value of its currency without the
concurrcnee of the Fund if the change does not affect the interna—
tiongl transactions of members of the Fund.

(f) The Fund shall concur in & proposed chunge which is within
the terms of (e) (i1) or (e) (iii) cbove if it is sutisfied that
the change is necessury to corrcet & fundumentil ddsequilibrium,
In particulur, provided it is so s.tisficd, it shall not object
to o proposed chwunge beccuse of the domestic sociel or political
policies of the member proposing tho chunge.

Sce, 6, Effect of unauthorized chunge

: « = If & m:mber changes the
pur valde of its currency despite the duj

on of the Fund, in
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cases wher: the Fund is cntitled to object, the member shall be
ineligible to use the resources of the Fund unless the Fund other-
wise determines; end if, after the expirction of a rewsonable per-
iod, the differance betweecn the member and the Fund continucs,

th? ?atter shall ba subject to the provisions of irticle XV, Sec.
2 b L

Sece 9. Separate currencies within a member's territories. -
i member proposing & chunge in the pur vslue of its currency
shall be deemed, unl:ss it declares otherwise, to be proposing
a corresponding change in the par valuc of the separate curren-
cies of £11 torritories in raspect cf which it hes wecepted
this igreement under /rticle XX, Section 2(g). It shell, how-
ever, bc open to & member to declure thut its prepesal relates
¢ither t¢ the metropclitan currency alcne, cr only tc cn2 cr
mere specified sepurcte currencies, or tc the metropolitan cur-
rency ¢nd onz2 cr mor¢ specified separsate currencies,

hrticle XIV. Secticn 5. Nuture cf trensiticnul pericd, — In its
relaticns with members, the Fund shull reccgnize that the post—
war transiticnel periocd will be cne of change and adjustment and
in meking decisions on requests vecasicned thersby which arce pre-
sented by any member it sh.dl give the member the bencfit of any
reasonable doubt.

d) Unifcrm Chengos in Par Values

Explenation

Theres is u specicl arrangement whereby the Fund mey decide te
make & unifcrm proportionate chunge in the pzr vilues cf sll member cure
reneies. The decision tc make such o uniferm change requires the approval
cf a mejority cf the totel votes plus the approvel cf each ecuntry having
10 per cent or mcre cf the quotss, i.e,, the Unlted Stutes, United Kingdcm,
and the Unicn cf Seviet Socialist Republics, iny ccuntry, however, may re-
fusé to acccpt such a change in respéct to 1ts cwn currency provided it
notifies the Fund within 72 hours. Such a uniform change in par velues
wculd result in nc change in the werld puttern cf exchunge rates, Values
of currencies in gcld would chunge, but vilues in terms of other currencies

would remain the sanme,
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Provisions

hrt, IV, Sec. 7. Unifcrm changes in par vilues. — Notwithstunding
the prcvisicns of Seeticn 5(b) cf this article, the Fund by &
majority of the totil veting pewer may meke unifcrm preporticnete
changes in the par velues ¢f the currencies of ¢ll members, pro—
vided each such chunge is apprcvoed by every member which has ten
percent cr more of the total cf the quctas, The pur velue of @
member's currency shall, however, nct be changed under this proe
visicn if, within scventy-twe hcurs cf the Fund's action, the
member inferms the Funi that it dcz2s net wish the par velue cf its
currency tc¢ be chonged by such acticn.

e) Multiple Exchange Rates

Explanaticn

Nc¢ ecuntry shell enguge in any multiple currency practices without
the approval of the Fund., This meuns thet a member cunnct have one ex-
change rate for scme transactions und wnether exchenge rote for other
transactions.
Provisions

ort. VIII, Sec, 3. gvcidunce of discriminutory currency practices,
No member shell engage in, or pemit wuny cf its fiscal cgencies
referred to in Lrticle V, Secticn 1, to enguge in, any discrim-
inatory currency arrangements or multiple currency prectices ex—
cept «s authorized under this igreement or apprcvel by the Fund,
If such arrungements wnd pruotices wre engaged in ¢t the dute
when this Lgreement enters into foree the member concarned shall
consult with the Fund as to their pregressive remevel unless they
are maintained or imposed under Article XIV, Secticn 2, in vhich
case the provisions of Secticn 4 of that irticle shell apply,
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CHAPTER VIII. EXCHANGE RESTRICTIONS

8. General Obligation to Avoid Restrictions

Explanation

lember countries undertake the obligation not to impose restrictions
on the making of payments and transfers for current intermational transactions
without the approval of the Fund. Payments for current transactions are de-
fined in the Agreement as including payments due in conhection with trade,
service, and normal short-term banking and credit activities, payments of
interest on loans and of net income from other investments, payments in
moderatc amount. for emortization of loans or for depreciation of direct in-
vestments, and moderate remittances for family living expenses. In particular!
current transactions do not include payments for the purpose of transferring I
capitael. The Fund is empowered to determine whether specific #ransactiona
are current or ecapital transactions.

Besides the general-obligation to avoid restrictions on current
transections, members are obliged not to engage in any discriminatory cur-
rency arrangements or multiple currency prectices without the approval of
the Fund. If a member is engaged in such prectices when the Fund Agreement
comes into force, it must consult with the Fund as to their progressive
removal. The most dangerous form of discriminatory curraﬁﬁy arrangements
which are ruled out is the bilateral clearing agreement by which a country
allows those countries from whom it buys to use the monéy received in pay-
ment only to purchase goods in that country.

" Provisions
Article VIII,, Section l,, Introduction. - In addition to the

obligations assumed under other articles of this hgreement, each member under-
takes the obligations set out in this Article.
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Section 2., Avoidance of restrictions on current payments. -
(a) Subject to the provisions of Article V1il, Section 3 (b), end Article
X1V, Section 2, no member shall, without the approval of the Fund, impose
restrictions on the making of payments and transfers for current interna-
tional transactions,

(b) Exchange contracts which involve the currency of eny member and which
are contrary to the exchange control regulations of that member maintained or
imposed consistently with this Agreement shall be unenforceable in the terri-
tories of any member. In addition, members may, by mutual accord, co-operate
in measures for the purpose of making the exchange control regulations of
either member more effective, provided that such measures and regulations
are consistent with this Agreement.

Section 3., Avoidance of discriminatory currency prectices. - No
member shall engage in, or permit any of its fiscel agencies referred to in
Article V, Section 1, to engage in, any discriminatory currency arrangements
or multiple currcney practices except as authorized under this Agreement or
approved by the Fund., If such arrangements and practices are csngaged in at
the date wihen this Agreement enters into force the member concurned shall con-
sult with the Fund as to their progressive removal unlass they are muaintained
or imposed under Article XIV, Section 2, in which case the provisions of
Section L4 of that Article shall apply,

Article XIX., (1) Payments for current transactions means pay-
ments which are not for the purpose of transferring capital, and includes,
without limitaticn:

(1) All pavments due in connection with foreign trade, other current
business, including services, and normel short-term banking and
eredit facilities;

(2) Payments due as interest on loans and as net income from other in-
vestments;

(3) Payments of moderate amount for amortization of loans or for
depreciation of direct investments;

(L4) lModerate remittances for family living expenses.

The Fund mayy after consultetion with the members concerned, determine whether
certain specific trensactions are to be considered current trensactions or
capital trensuctions,

b. Special Convertibility Obligation
Explanation
In eddition to the obligations to avoid restrictions on current
transactions and discriminatory currency practices just described there is a
special convertibility provision. Subject to specified exceptions this pro-
vision assures & member (i.e., & government and its agencies as distinut.
-from the general public) that it can bring home the balences it holds in

another member country (1) if the balances have been recently acquired as a
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result of current transactions or (2) if their conversion is needed for
making peyments for current tranaactionsl The first part of this pro-
vision assures a member that the proceeds of merchandise exports and other
current transactions can be brought home at the parity rate -- an assurance
that is implicitly given to the general public as well elsewhere in the
Agreement: If, for instance, the French authorities have recently acquired
sterling balances os a result of current transactions, Frenee con require
Englend to convert the bnlonces into francs (or, at Englend's option, into
gold. which is readily convertible into francs);

The second part of thec provision applices to bolinces acquired
at an carlier period or from other than current account transactions; The
principle adopted is that these balances, too, which are part of the mon-
etary reserves of the countries concerned, should be convertible for moking
poyments for current transactions; Since each member is free, however, to
regulate internationcl capital movements, it is free to restrict the use
of bclances of this character; and hence if can at its ovm discretion re-
lieve itself at any time of this second obligation;

There are other limitations to both obligations; In the example
given, England will not be obliged to purchese the sterling balonces if at
that time Englend is, for any reason, not entitled to purchase foreign cur-
rencies from the FUnd; The obligations in this special form apply only
when Englond is in o position to fulfill them through purchese of the re-
quired currency from the Fund; The obligations lapse, clso, if the currency
needed for making the purchase, in this case franes, has becen declared
scarce; England may be able to obtain a certain amount of francs from the
Fund but she is authorized to restrict frane transactions as she sees fit

and therefore cen not be forced to convert sterling balances into franes.
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Similarly, the obligations do not apply if England has obtained the ap-
proval of the Fund to restrict payments due on current transactions or
if the balances have been acquired contrary to England's exchange regu-
lations; Finclly, the obligations do not apply to sterling balances ac-
cumulated during the transitional period if England has cvailed herself
of thc special tronsitional arrangemEnts;

Although the special convertibility obligations are tied up
to the Fun? mechanism anl lapse when a member is for any reason no longer
entitled to purchase foreign currencies from the Fund, the genersl obli-
gation not to impose restrictions on the making of payments and transfers
for current international transactions without permission of the Fund is
binding on all member countries, irrespective of whether or not they are

entitled at any particular time to draw on the resources of the Fund.

rovision

- Article VIII., Section 4. Convertibility of foreign-held
belances.- (2) Each member shall buy balonces of its currency held by
another member if the latter, in requesting the purchase, represents

(1) that the bolances to be bought have been recently acquired
a5 a result of current transactions; or
(ii) that their conversiom is needed for mcking payments for
current transacticns.
The buying member shall hove the option to pay elther in the currency of
the member mcking the request or in gold.
(b) The obligation in (a) above sh2ll not apply
(i) when the convertibility of the bnlances has been restricted
consistently with Section 2 of this Article, or Article VI,
Section 3; or
(ii) when the brlances have accumulated as a result of transac-
tions effected before the removol by a member of restric-
tions maintained or imposed under Article XIV, Section 2; or
(iii) when the bslances have been acquired contrary to the ex-
change regulations of the member vwhich is asked to buy
them; or
(iv) when the currcncy of the member requesting the purchase has
been declared scarce under Article VII, Section 3 (2); or
(v) when the member requested to moke the purchase is for any
reason not entitled to buy currencies of other members from
the Fund for its own currency.
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¢. Restrictions on Capital Transfers

Explanation

Each member has o right to contrel international capital move-
ments provides it does so in 2 manner which does not restrict payments
for current trensactions or unduly delay transfers of funds in settlement
of commitments;

The Fund has power to determine whether specific transactions
are current or capital tranaactions:

temhers may not make net use of the Fund's resources to meet
large nr sustained outflows of capitzl ond the Fund may request a member
to exercise controls to prevent such use of the resources of the Fund
and declare a member ineligible to use the Fund if it does not exercise
approﬁriate controls;
Provisions

-Article VI;, Section l; Use of the Fund's resources for capital
tronsfers.~ (a) A member may not mcke net use of the Fund's resources to
meet o large or sustained outflow of capital, and the Fund may request =
member to exercise controls to prevent such use of the resources of the
Fund. If, after receiving such a request, a member fnils to exercise ap-

propriaste controls, the Fund may declare the member ineligible to use the'
resources of the Fund.

(b) Nothing in this Section shzll be deemed

(1) to prevent the use of the resources of the Fund for capitael
tronsactions of reasonable amount required for the expansion
of expoerts or in the ordinary course of trade, banking or
other business, or

(i3) to affect eapital movements which are met out of a member's
owvn resources of gold and foreign exchange, but members under-
take thet such capitzl movements will be in accordance with
the purposes of the Fund.

Section 3. Contrecls of capital transfers,- Members may exercise
such controls as are necessary to regulate internmational eapital movements,
but no member may exercise these controls in a mepner which will restrict
payments for current transactions or which will unduly delay transfers of
funds in settlement of commitments, except as provided in Article VII,
Section 3 (b), and in Article XIV, Section 2.
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d; Trensitional Arrangements
Explenation I

There are provisions by which members may avail themselves of
special arrangcments made for the postwar transitional period; Members
intending to avail themselves of thesSe arrangements must notify the Fund;
Under these special arrangements members may meintain and adapt-to
changing circumstonces restrictions on payments ond transfers for current
international transactions; However, members which maintain restrictions
in accordance with this arrangement must take all possible measures to
facilitate international payments and nust withdraw such restrictions as
soon as they believe that they will be able, without the restrictions,
to settle their bolances of payments without being forced to draw too
heavily on the resources of the Fund; Starting three years after thé
Fund begine operations the Fund must issue an annual report on the re-
strictions still in force under thesc transitional arrangements; Af'ter
the fifth year, any member still imposing such restrictions must consult
with the Fund; The Fund moy indicate to a member that it is in a favor-
able position to withdraw any or all of its restrictions and, after a
suitable time, may require a member to withdraw from the Fund if it con-
tinues to meintein those restrictiona;

The reason for these exemptions 1s that it would be impossible
to require all member countries immediately to remove all restrictions on
current transactiona; If that were done, some members would be forced to
rely heavily on the Fund with the consequence that the Fund's resources
would be used increasingly in financing deficits in international pay-
ments incurred by countries which arc as yet in no position to take

advoentage of the Fund's temporary assistance to balance their trade with
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the rest of the world without such restrictions; On the other hand, all
member countries are committed gradually to abandon restrictions, and the
Fund has the power to refuse the use of its resources to, or require the
withdrawal of, a member which is not eliminating its restrictions as repidly

as the Fund believes this should be done.

Provisions

Article XIV., Section 1. Introduction.- The Fund is not intended
to provide facilities for relief or reconstruction or to deal with inter-
national indebtedness arising out of the war,

Section 2. Exchenge restrictions.- In the post-war transitional
period members may, notwithstanding the provisions c¢f any other articles
of this Agreement, mnintain and adapt to changing circumstances (and, in
the case of members whose territories have been occupied by the enemy,
introduce where necessary) restrictions on payments and transfers for cur-
rent international transactions. Members shall, however, have continuous
regard in their foreign exchange policies to the purposes of the Fund;
and, as soon as conditions permit, they shall take ull possible measures
to develop such commercial and financial arrangements with other members as
will facilitate international peyments and the maintenance of exchange
stability. In particular, members shall withdraw restrictions maintained
or imposed under this Section as soon as they are satisfied that they will
be able, in the absence of such restrictions, to settle their balance of
payments in & mammer which will not unduly encumber their aceess to the
resources of the Fund,

Section 5. Notification to the Fund.- Each mecmber shall notify
the Fund before it becomes eligible under Article XX, Section 4 (c) or (d),
to buy currency from the Fund, whether it intends to avail itself of the
transitionzl arrangements in Section 2 of this Article, or whether it is .
prepared to acecept the obligations of Article VIII, Secticns 2, 3, and 4.
A member aveiling itself of the transitional arrangements shall notify the
Fund as soon thereafter as it is prepared to accept the above-mentioned
obligations.

Section 4. Action of the Fund reloting to restrictions.~ Not

later than three years after the date on which the Fund begins operations
and in each year thereafter, the Fund shall report on the restrictions

still in force under Section 2 of this Article, Five years after the date
on which the Fund begins operations, and in each year thereafter, any member
still retaining any restrictions inconsistent with Article VIII, -Sections

2, 3, or 4, sholl consult the Fund as to their further retention. The Fund
may, if it deems such action necessary in exceptional circumstances, make
representations to any member that conditions are favorable for the with-
drawal of any particular restriction, or for the general abandonment of
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restrictions, inconsistent with the provisions of ony other article of
this Agreement. The member shall be given a suitable time to reply to
such representations. If the Fund finds that the member persists in
maintaining restrictions which are inconsistent with the purposes of the
Fund, the member shall be subject to Article XV, Section 2 (2).

Section 5. Nature of transitional period.- In its relations
with members, the Fund shall recognize that the post-war transitional period

will be one of change and adjustment ond in meking decisions on requests
occasioned thereby which are presented by any member it shall give the
member the benefit of any reasonable doubt.
e;éar_gs_q_m;r.s;nﬂsa
Explonation
Exception to the geﬁeral rule not to impose restrictions on pay-
ments for current transactions is made in respect to scarce eurrencies;
Once a currcncy has formally been declared scarce, any member moy limit the
freedom of exchonge tronsactions in that currency to the extent necessary
to reduce the demand for thet currency to the level of its supply; Each
member may determine for itself the way in which it limits transactions
in the scarce currency provided it does not violate its obligations in re~
gard to exchange ratcs; Members agree not to invoke the obligations of
prior agreements in such a way as to prevent a member from limiting its
transactions in the scarce currency to the extent necessary in the circum-
stances just described; but each member also agrees to give sympathetic
consideration to the representations of other members with regard to its
administration of the restriction;
See also the Chapter on Scarce Gurrencies;

Provisions

- Article VII;, Section 5; Scarcity of the Fund's gpldiggg;m (a)
If it becomes evident to the Fund that the demand for a member's currency
seriously threatens the Fund®s ability to supply that currency, the Fund,
whether or not it has issued a report under Section 1 of this Article, shall

formelly declare such currency scarce and shall thenceforth apportion its
existing and aceruing supply of the scarce currency with due regard to the




-56-

relative needs of members, the general:international economic situation,
and any other pertinent comsiderations. The Fund shcll also issue a re-
port concerning its action.

(b) A formal declarztion under (a) above shall operate as an
authorization to any member, after consultetion with the Fund, temporarily
to impose limitations on the freedom of exchange operations in the scarce
currecncy. Subject to the provisions of Article IV., Sections 3 and 4,
the member shell have complete jurisdiction in determining the nature of
such limitations, but they shall be no more restrictive than is necessary
to 1limit the demand for the scarce currcncy to the supply held by, or
aceruing to, the member in question; and they shall be relaxed and removed
es rapidly as conditions permit.

(c) The authorization under (b) above shall expire whenever the
Fund formally declares the currency in question to be no longer scarce.

Section 4. Administration of restrictions.~ Any member im-
posing restrictions in respect of the currency of any other member pur-
sicnt to the provisions of Section 3 (b) of this Article shell give sym-
pathetic consideration to any representations by the other member re-
garding the administration of such restrictions.

Section 5. Effect of other internationsl agreements on re-
strictions.- Memberg agree not to invoke the obligations of any engage-

ments entered into with other members prior to this Agreement in such a
mamner as will prevent the operation of the provisions of this Article,

f. Transactions with Non-members
Explanstion - '

All of the obligations of members to avoid restrietions on cur-~
rent transactions apply to transactions with other members; Transactions
with non-members may be restricted umless the Fund decides that such re-
strictions prejudice the interests of members ﬁnd are contrary to the pur-

poses of the Fund.

Provision

Article XI., Section 2. Restrictions on Transactions with non-
member countries.- Nothing in this Agrecment shall affect the . right

of any mcmber to impose restrictions on exchange transactions with non-
members or with persons in their territories unless the Fund finds thet
such restrictions prejudice the interests of members and are contrary to
the purposes of the Fund,
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g. Consultation on Existing Agreements
Explanation

No explanation necessary.
Provision

Article VIII., Section 6, - Consultation between members regard-
ing existine international apgreements.- Where under this Agreement a
member 1s authorized in the specinl or temporary circumstances specified
in the Agreement to maintain or establish restrictions on exchange trans-
actions, end there are other engugements between members entered into
prior to this Agrecment which conflict with the application of such re-
strictions, the parties to such sngagements will consult with one aznother
with a view to mcking such mutually accepteble adjustments as may be
necessary. The provisions of this Artiele shall be without prejudice to
the operation of Article VII, Section 5.
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CHAPTER IX. TRANSITIONAL ARRINGELENTS
Explenation

The Fund Agreement recognizes that the immediate postwar period
will be a very difficult one and therefore makes special arrangements for
that period.

First of all it expressly states that the Fund is not intended
to finance relief, reconstruction, or settlement of war debts. It is
necessary to emphasize that even in the immediate post-war period when
needs are so great the Fund is not intended for permenent financings It
is essential that the currencies in demand be lent only for short periods
in order to ensure that they will be available when needed.

Secondly the Fund allows members to take advantage of a special
arrangement whereby they are allowed to maintain restrictions on payments
for current transactions. Countries which have suffered devastation as
a result of the war will have such great demands for foreign goods and
thelr ability to export will be so small thet they will need to relax
controls gradually. Furthérmore maladjustments and instabilities result~
ing from the war may make it necessary to maintain controls for some time.,
Under these crrangements however, members promise to relax controls as
quickly as possible and the Fund's resourccs will be available to help
membors as they relax controls. I£ ig specifically provided that a
member maintaining controls for more than three years must rcport to the
Fund, ond aftcr five years it must consult with the Fund as to their
further rotcention.

At any time the Fund may requirc a mcmber to relax controls if

it is not living up to its promisc to relax controls. The Fund must first
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cxplain its position howover and give tho membor a chancc to reply. Such
ection by the Fund is to be taken only in exeeptional circumstances. This
prosumably is intcnded to indicate that it is oxpoeted that members will

live up to thoir promisec.

One general clause says that the Fund will recognize that the
immedieate post=-war period is a difficult one and will give the members the
benefit of cny reasonable doubt when deciding on the reply to eny member's
roquests This clause rofers primarily to requcsts for changes in exchange
ratess It is rccognized that the initial rotos set can hardly be cxpeeted
to be cquilibrium rates which can be maintained indefinitely. It would
be a mistake to maintein rates too long by means of oxchange controlé or
loons from the Fund ond changes will cortainly hove to be permitted, The
clouse may aprly also to requests to allow ccrtain controls to be maintaincd.
Provisions

Artieclc XIV. Secction ls Introduction. = The Fund is not in-

tended to provide facilitics for rolief or roconstrustion or
to decl with intornutional indebtodness arlsing out of tho war.

Section 2. Exchange rostrictionse = In thc post-wor transi-
tional period members may, notwithstanding the provisions of
any othor articles of this Agrccmont, maintoin and adept to
changing ciroumstances (and, in the casc of members whose
territorics have been occupicd by thc cnemy, introduce where
noccssory) restrictions on payments and transfers for current
international transoctions. DMembers shall, however, have con-
tinuous regard in their foreign exchange policies to the pur=~
poses of the Fund; and, as soon as conditions permit, they
shall toke all possible measures to develop such commercinl
and finoncial oarrongements with other members as will focil-
itate international payments and the manintenance of exchange
stabilitys In porticular, members shall withdrow restrictions
meintcined or imposed under this Section as soon as they ore
satisfied that they will be able, in the absence of such re-
strictions, to settle their balance of poyments in a manner
which will not unduly encumber their cccess to the resources
of the Fund.
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Section 3« Notification to the Fund. - Each member shall
notify the Fund bofore it becomos eligible under Article
XX, Section 4 (e) or (d), to buy currency from the Fund,
whether it intonds to aveil itself of the transitional
arrangemonts in Section 2 of this .rticle, or whether it
it is prepared to accept the obligations of Article VIII,
Sections 2, 3, and 4. A member availing itsclf of the
transitional arrangements shall notify the Fund as soon
theroaftor as it is preparcd to accept tho above-montionod
obligations.

Soction 4. Action of the Fund rclating to restrictions. -
Not later then threc yoars after the date on which the
Fund begins operations end in ecech year thercafter, tho
Fund shell report on thc restrictions still in forec under
Scetion 2 of this Article. Five ycars after the date on
which the Fund bogins oporations, and in cach ycar thero-
after, eny merber still rctaining any rostrictions incon-
sistont with Article VIII, Soctions 2, 3, or 4, shall
consult the Fund as to their furthor rctontion. Tho Fund
may, if it docms such actions nccessary in exceptional
circumstenccs, make roproscntations to any momber that
conditions are favorable for the withdrawel of any par=-
ticular restriction, or for the gemeral abandonment of
restrictions, inconsistent with the provisions of any other
article of this Agreement. The member shall be given a
-suitable time to reply to such representations. If the
Fund finds that the member persists in maintaining re-
striotions which are inconsistent with the purposes of

the Fund, the member shall be subjecet to Article XV,
Section 2 (a).

Section 5. Nature of transitional period. - In its rela-
tions with members, the Fund shall recognize that the
post=war transitional period will be one of change and
adjustment and in meking decisions on requests occasioned
thereby which are presented by any member it shall give
the member the benefit of any reasonable doubt.
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CHAPTER X. ORGANIZATION +ND MANAGEMENT

&, Board of Govoernors

Explanation

The Board of Governors, in which all the powers of the Fund
will be vested, will conslist of one Governor appointed by each member
countrys. Each country shall also appoint an alternate who can vote
only in the absence of the Govermor. Governors and alternates serve
for five years subject to the pleasure ofl the government appointing
them. Governors and al ternates receive no compensation from the fund,
except for reasonable expenses incurrod to attend meetings. The Board
may delegate its powers to the Exccutlve Direotors, except for the
power to decide on certain issues of major economic or political signi-
ficances The Board will meot annually, and may meet more often if ro=-
quested by fhe Exocutivo Dirootors or agreed upon by the Board, The
Board moy sot up a procodurc for voting without an actual meeting.
Provisions

Artiole XII. Scction 1. Structuro of the Fund. = Tho Fund shall

have a Board of Governors, Excoutive Directors, & Managing Director, and
e staff. '

Socy 24 Board of Governors. = (a) All powers of the Fund shall
¥e vestod in tho Board of Governors, consisting of one governor and ono
alternate appointod by ecach member in such mannor os it may detormine,
Bach govornor and ecch alternato shall sorve for five yoars, subjocet to
the pleoasure of the mombor cppointing him, and moy be roappointeds No
alternnte may vote except in the absonce of his prineipal. Tho Board shall
seloct one of the governors os chairmon,

(b) The Board of Governors may delogate to the Executive Dircctors
authority to exercisc ony powers of the Board, except the power to:

(1) Admit now members ond dotermine tho conditions of their
odmission.
(11) Approvo a rovision of quotas.
(ii1) Approve o uniform change in the par valuc of the currencies of
all membors.
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(iv) Moke arrongements to cooperate with other intornational
organigations (other than informal arrangements of o
tomporary or administrative character),

(v) Determino the distribution of tho net incomo of the Fund,

(vi) Roquirc o member to withdraw,

(vii) Decide to liquidate the Fund,
(viii) Decide appeals from interpretations of this agreement given
by the Executive Directors.

(e¢) The Board of Governors shall hold an annual meeting and such
other meetings as may be provided for by the Board or called by the
Executive Directors. Meetings of the Board shall be called by the
Directors whenever requested by five members or by members having one=
quarter of tho total voting powecr.

(d) A quorum for any meoting of the Board of Governors shall be o
majority of tho govornors oxercising not less than two=-thirds of the
total voting power,

(e) Each governor shall he ontitled to cast the number of votes
allotted under Scoction 5 of this Article to tho member appointing him.

(£) The Board of Govornors may by rogulation establish a procedure
whereby the Excoutive Directors, when they deum such action to be in the
best intorosts of the Fund, may obtain a vote of the govornors on o spo=
cifio question without calling a moaeting of the Board,

(g) The Boerd of Governors, end tho Executive Directors to the ex-
tont authorizod, may adopt such rules and regulations os may be necessary
or appropriote to conduct the business of the Fund.

(h) Governors and alternates shall serve as such without compensa-
tion from the Fund, but tho Fund shcll pay them reasonoble expenses in-
curred in attonding meotings.

(1) The Board of Governors shall determine the remumoration to be
peid to the Executive Dirootors end the salary and terms of the contract
of sorvice of the Monaging Dircector,

be Exccutive Directors

Explanation
The Executive Directors will conduct the generanl oporations of

the Fund, Thore will bo at least twelve Executive Directors, five eppointed
by the five members having the largest quotas, which if all countries ropre-
sented at Bretton Woods become membors will bo the United States, the United
Kingdon, the Union of Soviet Socialist Républics, China, ond Franco, :two
olooted by tho Amorican Republies othor thun the United States, and five

electod by the othor members. The procedur¢ by which the elected Executive
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Directors are to be chosen is designed to see that each member will have
an appropriate voice in the election of at least one of the Directors.
The Governors appointed by member countries vote in the election of
Executive Dircctors. Two additional Exeoutive Directors may be appointed
to ropresent the two countries the curroncies of which are being uscd by
the Fund in the largest absolute amounts, if theso countries are not in-
oluded in thoso already ontitled to appoint Dirocetors. As new countries
become mombers of the Fund the number of Exccutive Directors may be ine
creascd,

Executive Diroctors aro to bo olected every two years, Exccutive
Directors appoint thoir own altornates. An altornote may attond mootings
but may not vote unloss the Executive Director appointing him is absent.
Exocutivo Diroctors are to funetion "in continuous session". Tho meaning
of this phrose is not ebsolutely clear. It seems apparcent however that the
job of Exccutive Director 1s a full time joby The snlaries of Exooutive
Direotors arc dotermined by the Board of Governors, alternotes to Exocu=
tive Diroctors evidently will receive no salary.
Provisions

Article XII. Soc, 3. Execoutive Dircctors. = (a) The Exocutive
Directors shall be responsiblc for tho conduct of tho goneral operations
of the Fund, and for this purpose shall excreise all the powers delegated
to them by tho Board of Gevernors.
(b) Thore shall be not less than twelve direotors who need not be
governcrs ond of whom
(i) five shall be appointed by the five membors having the largest
quotos;
(11) not more than two shall be appointed whon the provisions of (o)
below apply;
(4ii) five shall bo olectod by the mombers not entitled to appoint
diiectors, other than the American Republics; and
(iv) +two shall to eloctod by the Amorican Republics not ontitled
to appcint directors.
For tho purpcscs of this paragroph, nembers meons governnents of countries
whoso nomes oare set forth in Schedule A, whother thoy beccme members in
neccordonce with Artiecle XX or in accordance with Article II, Sccotion 2.
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Whon governments of other countries become members, the Board of Governors
may, by & four-fifths majority of the total voting power, increase the
number of directors to be elected,

(c) If, at the second regular election of directors and thereafter,
the members entitled to appoint directors under (b) (i) aboye do not in-
clude the two mombers, the holdings of whose currencies by tho Fund have
boon, on the average over the precoding two years, reduced below their
quotas by the largest absolutc emounts in torms of gold as a comuon de=
noninetor, either ono or both of such membors, as tho case may be, shall
be ontitled to appoint a director,

(d) Subject to Article XX, Scetion 3 (b) elections of elective
dircotors shall be conducted at.intervals of two years in accordanco with
tho provisions of Schodule C, supplemented by such regulations as the Fund
dooms appropricte. Vihenever the Board of Governors increases the numbor
of diroctors to bo elected wnder (b) sbove, it shall issuo roguletions
moking appropriate changoes in the proportion of votos required to eloot
dircctors undor the provisions of Schedule C,

(e) Bach director shall appoint an alterncte with full power to act
for hin wheon he is not presents When the directors cppointing thenm are
presont, elternates nmeay partioipato in meetings but nay not vote.

(£) Diroctors shell continue in office until their successors are
appointed or elocteds If theo office of an elected director becomes wvocant
nore thuan ninety doys before the ond of his term, another director shall
be elecotod for tho remainder of the term by the nmembors who elocted the
formor director. A nmejority of tho votes eost shall be required for
olectione While the office renains vanecont, the alternate of the former
dircetor shall oxercise his powers, excopt that of appeinting an alternate.

(g) The Exccutive Directors shall function in ccntinuous session at
thoe principal offico of the Fund and shall neet as often as the business
of tho Fund moy require,

(h) A quorum for any meoting of the Exocutive Directors shnll be a
majority of the directors representing not less than one~half of the vot=
ing powver.

(1) Each appointed director shall bo entitled to cast the numbor of
votes cllotted under Scction 5 of this Artiecle to the momber appointing him.
Boch eleocted directer shall be entitled to cast the number of votes which
countod towards his election. Vhen the provisions of Section 5 (b) of
this Article are applicable, the votos which o director would ctherwise
be cntitled to cast shall be increased or decreased ccrrespondingly. All
the votes which a director is entitled to cast shnll be cest as o unit,

(3) The Board of Governors shall adopt rogulations undor which o
member not cntitled to appoint a director under (b) ebove may send o
ropresentative to attond ony meeting of the Exeocutive Directors when a
requost nade by, or a matter particularly affccting, that momber is under
considorations.

(k) Tho Executive Directors may appoint such cormitteos os they deem
edvisables. Membership of cormittees need not be limited to governors or
directors or their alternates,
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Schedule C. 1. The election of the elective executive directors
shall be by ballot of the governors eligible to vote under Article XII,
Section 3 (b) (iii) and (iv).

2. In balloting for the five directors to be elected under Article
XII, Section 3 (b) (1ii), each of the governors eligible to vote shall
cast for one person eall of the votes to which he is entitled under Article
XII, Section 5 (a). The five persons receiving the greatest number of votes
shall be directors, provided that no person who received less then nineteon
porcent of the total number of votes that can be cast (eligible votos) shall
be considored olected,

34 When fiveo porsons are not elected on the first ballot, & second
ballot shall be held in which tho person who received the lowcst number of
votes shall be inoligible for cleotion and in which thero shall vote only
(2) thosc governors who woted in the first ballot for a person not clocted,
and (b) those governors whose votos for 2 porson elocted arc deemod under
L below to have raiscd the votes cast for that person above twoenty percont
of tho eoligible votes.

Le In determining whother the votes cast by & governor are to be
doemed to have raised the total of any person above twonty percent of the
eligible votes the twenty poroent shall be dosmod to includo, first, the
votes of the governor casting the largest number of votes for such person,
then the votes of tho governor casting tho next largost number, and so on
until twenty percont is reached.

5 Any governor part of whoso votes must be counted in ordor to raise
the total of any person ahove nineteen percent shall be considored as cast=-
ing all of his votes for such person even if tho total wvotos for such porson
thereby oxoceed twonty percent.

6. If, after the scoond ballot, five persons have not been olected,
further ballots shall bec held on the same principles until five persons
have boen elected, provided that aftor four persons aro clected, the fifth
moy be elocted by a simple majority of the remnining votes and shall be
deemed to have been electod by the American Republics under Article XII,
Seetion 3 (b) (iv) shall bo electod as follows:

(a) Bach of the diroctors shall be clected separatoly.

(b) In the eleotion of the first director, each governor repre=
senting an Americon Republio eligible to participate in the election
shall oast for one porson all the votes to which hc is entitled. The
person rocoiving the largest number of votes shall be elected provided
that he has received not less than forty-five percent of tho total votes.

(¢) If no perscn is olected on the first ballot, further ballots
shall be hold, in eaoch of which the person roocciving the lowest number
of votes shall be eliminated, until one perscn roceives a number of
votes sufficiont for election under (b) abovo,

(d) Governors whose votes ocntributed to the election of the first
dirootor shall toko no part in the election of the second directors

(e) Persons who did not succeed in the first election shall not
bo ineligible for election as the second director.

(f) A mjority of the votes which can be cast shall be required
for election of the socond dircotor. If ot the first ballot no per=-
son receives a majority, further ballots shall be held in each of
which the person receiving the lowest number of votes shall be elimi=
natod, until some perscn cbtains o majcrity,
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(g) Tho second director shnll be decmed to have been electod
by oll the votes which could have beon cust In the ballot seccuring
his elootion,

cs Monoging Dirocctor and Staff

Explenation
Tho Exeoutive Directors will appoint a Monoging Director who

will be in charge of the operating staff of tho Fund and will conduct
the ordinary business of the Fund, The Managing Dircctcr con not be a
Governor cr Executive Director., The Managing Director:is .chairman of the
Exocutive Directors and has no vote excopt to cast a deelding vote in
cases of an equel division of wotes on some question., Managing Direotors
may participate in meetings of the Booard of Governors but may not vcte,
The prinéipal office of the Fund will bo in the United States, since
this country will have the largest quota.

Prcvisions

Article XII. Sec. L, Manoging Directcr ond staff = (a) The
Executive Dircetors shall select a Managing Directcr who shall not be o
governor or on executive director. The Moncging Director shall be chairman
of the Executive Direotors, but shall have no vote except a deciding vote
in case c¢f an oquel division. Ho may portieipate in meotings of the Beard
of Governors, but shall not wte at such moetings., The Managing Dircctor
shall coase to hold uffice whon the Executive Directors so decide.

(b) The Managing Dircctor shall be chief of the operating staff of
the Fund and shall conduct, under tho direction of the Exccutive Directors,
the ordinary business of the Fund, Subject tc tho general contrcl of the
Exocutive Dircotors, he shall be responsiblo for the orgonizntion, appoint=-
ment and dismissal of the staff «f the Fund.

(¢) The Managing Director and the staff of the Fund, in the discharge
of their functions, shall owe their duty entirely to the Fund and to nc other
outhority. Each member of tho Fund shell rospoot tho international character
of this duty and shall refrain from all attempts to .influence any of the
staff in the discharge of his functions.,

(d) In appointing the staff the Monaging Dirocter shall, subject to
the paramount importunce of securing the highest stendards of efficiency
and of technical competonce, pay duo regord to the importance of recruit-
ing perscnneol on as wide o gocgraphical baosis as possible,
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Article XIII., Section 1, Location of offices. = The principal -
office of the Fund shall be located In the territory of the member having
the largest quote, and agencies or branch offices may be established in
the territories of other members.

d. Votinjg_Poww

Exglanation

The voting power of membor countries is determined by giving each
member country 250 votes plus one additional vote for each $100,000 of its
quota. The voting power of the countries represented at the United Nations
Monetary and Financial Conference is indicated in Taeble III.

For voting onlcertain matters indicated bélow, the distribution
of voting power shown in the table will be modified. When the Fund is vot-
ing on the guestion of whether or not to waive any of tho conditions goverm=
ing & member's uso of the rosourcos of the Fund, or on the gquestion of do=
clering a member inoligible to use the resourccs of the Fund boocause it is
using them in & menner contrary to the purposcs of the Fund, the wotos of
member countrios will be alterod &s follows: the voting powor of a member
country will be increased by onc woto for oach $400,000 of not sales of its
currency by the Fund and deorcased by one vote for each $L00,000 of its not
purchascs of the curroncies of othor mombers, providoed net purchasos or net
sales do not oxcecd the quota of tho membor involved. By way of oxamplc,
if the Fund's net sales of dollars csquel ono~half of the Unitod States quote
(that is, if foreign countries will have drawn on the Fund for 1,375 million
dollars) the porcontage of total voting powor of the United States will boe
31.5 por cont rother thon 28 por cont. The theory of this provision is
thet on thosc problems involving the use of the Fund's resources the vot=

ing powor of countries which have mado substantial use of thom should be
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docreased and thot of countrios of whoso subscriptions other countries
have modo substantial use should be incroaseds These changes in voting
power, however, are relotively small,

In voting by the Board of Governors, tho Governor appointed
by cach momber has the voting power allotted to that member, The
Exocutive Diroctors ocst the number of votes cither of the country
by whioch they arc appointod, or, in the cese of the elooted Executive
Diroectors, of the countries which have clected thetre An Executive
Director must cast all the votes of which ho has control as a unit.

He is not permitted to cast some of his votos in onc way ond some in
another. The countries whoso votes counted toward his election are
precluded from ﬁrging him to east the numbor of votes vhich thoy indi-
vidually aro entitled to in ccocordance with their particulayr wishecs.

Most décisions of the Fund arc by o majority of the wotes cast
in accordance with the distribution of voting power, but cortein speci-
fiod decisions roquire morc than a simple majority of votos or the
approvel of o statod proportion of member sountries.

Table III
VOTING POWER IN THE INTERNATINAL MQONETARY

FUND OF MEMBERS REFRESENTED AT THE UN ITED
NATIONS M@®IETARY AND FINANCIAL CONFERENCE

. Percontuge

Country of totol
of votes tand
kustr&lia....;.........o..-.....--..-..... 2’250 2.3
Belgium.-.......-....--................... 2,500 2.5
Bolivia...........IC.I..II-..l....l......’ 350 .3
BraZilcol--.-o.o--.-oolllooloon.'oo-'oonln 1.750 1.8
DR o sinine s siein:eninis's e henle s ks alnls iis sasinns 3,250 3.3
Chile-..'....'........III.I...'......'.... 750 .8
Chinaloo.o.ouo~-ocotnuto-oo.n.--lcoo-oouo. 5'750 508
GOTOTE TR s ann 60 aim b gt s a el ST T s it il il 750 .8
Coste Ricatt.ono-o.oo-.-nqqol.o009000.‘0.! 300 03




-69-

bl Percentage
Country Number of total
of votes votos

GUbﬁloa-o-o-oo-noo--gaotctolocouucoooooo.
CZQOhOSIOVRkiQQQ-qoulaao-qauot.ooo--ocoat
Dennnrk...-.o.....-..-.-...........,.,.-.
Doninican Rnpublio..-.o..................
Ecu&dor.-qoooo-.........o....---........,
Egypt...qo-o.oooa.ioc.coo-c-;ocoo-otaco.o
El sc&lmdor.........'.............."....
Ethiopi&-.noooooooo.oqu.uoooooconcvooo-oc
France............-..............-.o.....
GrGOGOOQI......Q.'!O...I..C'.Olo..l.’..ly
GUALONA L0 qaane o aines eaibngriesnnsens ks ssss
Hodtdlossesssoussessnnassssasesnnsnssnsces
Hondurns...-....o--.-......-.....-u.o-..o
IaelﬂndQQQtatﬁu-.-'!o-nuov.cl!onoor'ltolo
Ihdiﬂ.lto-G--lvucn.0|oono'noqcool.n.!.pco
Irun'...'..'...l........'.l.l'...........
Iraq......--................;............
E1HOT AN g0 cavyentinsonnens i hne ssnnnsseyerhas
Luxemhourg....-......o..................-
MQXiCO-coooncno!gooqnqoo-olqcoo---n*o-tq.
NUtherundB.qol-‘-oacoccquQuncnu.o.oc..l
Now Zeolondesessvesosassesssocossesccascs
Nio&ragun..........................-.o...
Norwny..-.o-o-...........--..............
Ihn&mn......r..............o.......-....o
Pﬂraguay.........-.....-.....-.-...-.-..o
Peru..-......-.....................-.....
Philippina Commonwoulth...-...-.....-....
POl&ndo-ooocoaoq.oooocntoao-ouoo'--oo--o'
Union of South AfricQescceccsceesscasecces
Union of Sovict Sociaolist RepublicBessess
United KiIlngI.Loconqo--ocouc-o-ooo.n.vg-'o
United States.......-.-.g...,.........(..
Uruguay.................-...;.....--oo..o
VOnozuelQ.......-............-..o.....-..
Yugusluviu....-ll'li!ll.o'.ll..‘....t....
Total

3,000
750
270
750
255
270
500
Lioo

1,500

1,250

12,250
13,250
27,750
L,00
Loo
850
g;!ﬁﬁa

8
1.5
(2)

3

3

o7
3
L1.8
6
23
3
v3
3
L.3
5
3
-
'3
1,2
340
8
o3
.8
2
o3
+5
ol
1.5
lp3
12.0
13,4
28.0
oL

+8
3008

¥Tho porcentoge of total wotes is caleculated on the assunption that
only those nations ropresented ot tho Conforonce will join tho Fund.
As othor countries join the Fund, oach individual country's share of
the total votes will deecline.

2To bo determined when tho Danish Govornment has declarcd its
readinoss to sign the Agreemcnt,

Note.~0f the total numbor of votes, the British Enpire ccontrols
25.3 por cent, Continontal Burope, excluding the U,S.S.R., 16,0 por
cent, ond Latin Anerioca 9.7 por cent.



=70

Provisions
Articlo XII. Soc. 5.Voting. = (a) Each membor shall have two hun=-
dred fifty votes plus one addi%IEﬁE% vote for oach part of its quota equi-
valent to onc hundred thousand United States dollars.
(b) Vhonevor voting is roquirod undor Article V, Seetion L or 5, each
mombor shall have the number of votes to which it is ontitled under (a)
above, adjustod

(1) by the addition of one woto for the equivalent of each four hundrod
thousand United States dollars of net snles of its currenecy up to the
dato whon thowote is taken, or

(i1) by tho subtraction of one voto for the oquivalont of oach four hundred
thousand United Stotes dollars of its net purchasos of the currencies
of othor membors up to the date when the wvoto is takon;

providod, that neithor net purchasos nor not sales shall boe deomod at ony
time to oxcoocd an amount equal to tho quota of the member involved,

(c) For the purposo of all computations undor this Section, United
Btatas dollars shall bo deomed to be of the woight and fineness in effoot
on July 1, 19LL, adjusted for any uniform change under Article IV, Soction
¥, if o waiver is nnde under Section 8 (d) of that Article,

(d) Except as othorwise spocifiocnlly provided, nll decisions of the
Fund shall be made by a majority of the wvotes oast.

Article XII, Secs 2, = (d) A quorun for any meeting of the Board
of Governors shall be a majority of the governors exercising not less than
two=-thirds of the total voting power,

(e) Bach governor shall bo ontitled to cast the number of votes allottod
under Section 5 of this Article to the member appointing him,

(f) The Board of Governors may by rogulation establish a procedure
whoreby the Executive Directors, when thoy deem such action to be in the
best intarests of tho Fund, may obtoin o vote of the governors on a spe=-
cific quostion without calling a neeting of tho Board,

Article XII. Sace 3. = (h) A quorun for ony neeting of the Ex-
eoutive Diroctors shall be a majority of the directcrs repreosenting not
loss thon oneo-half of the woting powor.

(i) Bach appointed dircotor shall be ontitlod to cast tho nurbor of
votos allottod undor Bection 5 of this Article to thc momber appointing
hin, Each clocted dircctor shall be entitled to cost the number of votes
which countod tcwords his olection. Whon the provisions of Section 5 (b)
of this Article are applicable, the wotos which a director would othorwise
be ontitlod tc cbost shell be inoreoased or deoorcased correspondingly. All
the votes which o diroetor is entitlod to cast shull be cast cs o unit,

0+ Docisions Roquiring othor than Single Majority of Voting Powor

Explanation
There arc very few decisiocns requiring other than o single majori~

ty of tho voting power.
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A L/5 majority of the total voting power is roquired for ony
change in quotas or for any increase in the number of executive directors,

A 2/3 majority of the voting power is necessary to decide to pub-
lish a report regarding the conditions in a member which are directly
tending to cause internationel disequillibrium.

The appro§a1 of 3/5 of the members having /5 of the voting
power is required to accept any amendment end acceptance by all members
is required to alter the right of withdrawal and the provisioné which
say no change in the quota of a member shall be made without its con-
sent and no chonge in the par value of its currency except on its pro=
pasal,

A majority of total voting power plus approval of every member
having 10 per cent or more of the quotas is roquired to decide on a
uniform change in par wolues,.

. A majority of the governors having a majority of the total

voting powor is necessary to require & member to withdraw for failure
to live up to any of its obligations.

A uncnimous rate of the Board of Directors is necessary for
temporary suspension of the operations of the Fund. A L4/5 vote of the
Governors moy oxtend the suspension.

Provisions

Article III, Sec, 2. = A four-fifths majority of the total
voting power shall be roquired for any change in quotis and no quota shall
be changod without the oonsent of tho member conccrned,

Articleo IV. Scc. 7+ Uniform changes in par valuos. = Notwith=
standing the provisions of Section 5 (b) of this Article, the Fund by a
majority of the total voting power moy moke uniform proportionate changoes
in the par wvelues of the curroncies of all membors, provided each such
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change is approved by every member which has ten percent or more of the
total of the quotas. The par velue of a member's currency shall, however,
not be changed under this provision if, within seventy=two hours of the
Fund's action, the member informs the Fund that it does not wish the par
value of its currency to be changed by such action,

Article XII. Secs 3+ = When governments of other countries be~
come members, the Board of Governors may, by a four-fifths majority of
the total voting power, increase the number of directors to be elected,

Article XII. Sec. 8. ~ The Fund may, by a two=-thirds majority
of the total voting power, decide to publish a report made to & member
~ regarding its monetary or economic conditions and developments which
directly tend to produce & serious disequilibrium in the international
balance of puyments of members.

Articlo XV. Sec. 2, = (b) If, efter the expiration of & reason-
able period the member persists in its failure to fulfill any of its obli-
getions under this Agreement, or a difference between a& member and tho
Fund under Article IV, Section 6, continues, thet member may be required
to withdraw from memborship in the Fund by & decision of the Board of
Governors corried by o nejority of the govornors ropresenting o majority
of the total voting power.

Article XVI. Section l. Temporary suspension. = (8) In the evont
of on omergeney or the dovclopment of uﬂ?3¥;33n1circﬁﬁstanoos threctoning
the operations of the Fund, the Exoccutive Directors by unenimous vote may
suspend for o period of not more than one hundred twenty days the cpora-
tion of any of the following provisions:

(1) Article IV, Sootions 3 and 4 (b),

(ii) 4rticlo V, Soctions 2, 3, 7, 8 (o) and (£).
(iii) Article VI, Section 2.

(iv) Article XI, Seotion 1.

(b) Simultancously with any dodision to suspend the operation of any
of the foregoing provisions, the Exscutive Directors shall ecll a nooting
of the Board of Governors for the earliest practicablo date.

(c) Tho Executive Directors may not oxtend any suspension beyond one
hundred twonty days, Such suspension may be oxtended, however, for an
additionel period of not mero then two hundred forty days, if the Board of
Governors by o four-fifths mnjority of the tatel wrting power so decides,
but it may not be further extonded except by amemdnent of this iAgreement
pursuant to Artiele XVII.

(d) The Executive Dircetors may, by & majority cf the tetal voting
power, terminuato such suspension at cny tine.

Article XVII., - (a)iny proposal to introduce rwdifications in this
Agroerent, whethor ocmanating fron o nember, a governor or the Executive
Dircctors, shall be cormunicated to the chairman of tho Board of Govermors
who shall bring the proposal beforc the Board. If the proposed omondment
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is approved by the Board the Fund shall, by circular letter or telegram,
ask all members whether they accept the proposed amendment. Vihen three-.
fifths of the members, having four-fifths of the total voting power, have
accepted the proposed amendment, the Fund shall certify the fact by a
formal communication addressed to all members,

(b) Notwithstanding (a) above, acceptance by all members is required
in the case of any amendment modifying

(i) the right to withdraw from the Fund (Article XV, Section 1);
(i1) +the provision that no chenge in a member's quota shall be
mado without its consent (Article III, Section 2);
(iii) the provision that no chenge may be made in the par value of a
member's currency except on the proposal of that member (Article

IV, Section 5 (b).

(¢) Amendments shall enter into foreo for all members three nonths
after tho date of the formal cormunication unless & shorter period is
specificd in the circular letter or telogran,
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CHAPTER XIo MISCELLANEOUB

8. Distribution of Net Income

Exglanation

Decision as to what part of the Fund's net income should be
distributed to members will rest with the Board of Governors and can not
be delegated to the Executive Directors. There are certain rules, how=-
ever. If income is distributed at all, 2 per cent must be paid to coun=
tries on the amount of their currency subseription that has been used by
the Fund to meet the needs of other countries. This preferred 2 per cent
is noncumulatives Any further amounts distributed must be paid to all
members in proportion to their quotas. All payments of income to members
shall be paid in thoir own currency.

Provisions

Artiecle XII. Section 6. Distribution of net incomo. = (a) The
Board of Governors shall determine annually what paert of thc Fund's not
income shall bo placed to roserve and what part, if any, shall be dis=
tributed.

(b) If any distribution is made, there shall first be distributed a
two porcent non=cumulative payment to each membor on the amount by which
seventy=five percont of its quota oxceoded the Fund's average holdings
of its currency during that year. The balance shall be paid to all mem=-

bers in proportion to their quotas. Paymonts to each mombor shall be
made in its own ocurrcney.

be Communication of Views

Eleunation

The management of the Fund has the right to make rocommondea=-
tions to any mcmber, whether that member 1s using the Fund or not. The
Fund may communicate its views informally or may, by & two-thirds vote,
docide to publish a report rogarding o member!'s monetary or oeconomie
condition or developments which are directly tending to produee a serious

diaequilibrium in the intermational balenco of paymonts of mombers.



This provision is designed to make it clear that the Fund can
communicate reoom;andatiors to any country which is disturbing inter-
national relationships even though that country is not using the Fund.
The United States 1s the country most likely to be in that position.
Provisions

Article XII. Section 8. Communication of views to members, =
The Fund shall at all times have the right to communicate its views
informally to any member on any matter arising under this Agreement.
The Fund may, by a two=thirds majority of the total voting power, de=
cide to publish a report made to & member regarding its monetary or
economic conditions and dovelopments which directly tend to produce a
serious disequilibrium in the international balance of payments of
members. If the momber 1s not entitled to eppoint an eXxecutive direc=-
tor, it shall bo entitled to ropresentation in sccordenco with Section
3 (j) of this Article. The Fund shall not publish a. report involving
changes in the fundamental structure of the economic érganizetion of
members e

¢, Publication of Reports

Efglanation

No explanation nocessary.
Provisions

Article XII. Section 7. Publication of reports. = (a) The Fund
ghall publish an annual report confaining on auditod statement of its
acoounts, and shall issue, at intorvals of three months or less, a summary
statement of its transactlcns and its holdings of gold and eurrencies of
membors.

(b) The Fund may publish such other reports as it deems desirablo

for carrying out its purposes,

de Intorprotation of Agreement

Explanation

Quostions of interprotation of the Agreemont are to be sube
mitted to the Bxecutive Directors, and may be submitted on appeal by a
member country to the Board of Governors. In sgecial cases involving

withdrawal or liquidation a special arbitration tribunal may bo appointed.
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Provisions

Article XVIII. = (&) Any question of interpretation of the
provisions of this Agreement arising between any member and the Fund or
betweon any mombers of the Fund shall be submitted to the Exccutive Direo=
tors for their doeision. If the question particulaerly affocts any mombor
not cntitled to appoint an oxecutive director it shall bo ontitled to
represontation in accordance with Article XII, Seoction 3 (j).

(b) In any caso whore tho Executivo Directors havo given a docision
under (a) above, any membor may require that the quostion bo roforred to
tho Board of Govornors, whoso decision shall bo final. Ponding the result
of tho reforence to tho Board the Fund may, so far as it dooms necossary,
act on tho basis of the decision of the Executive Directors.

(e¢) Whonevor a disagreemont arises betwoon tho Fund and a momber
which has withdrawn, or betwoon the Fund and any mombor during liquidation
of tho Fund, such-disagrooment shall bo submitted to arbitration by a
tribunal of throo arbitrators, one appointod by tho Fund, anothor by tho
mombor or withdrawing member and an umpire who, unless the parties others
wisc agree, shall bo appointcd by the Prosidont of tho Pormanent Court of
Intornational Justice or such othor authority as may have boen proscribed
by regulation adopted by the Fund. Tho umpire shall have full powor to
sottlo all guestions of proceduro in any case whore tho parties are in
disagrooment with rospcct theroto,

6+« Amendment of hgroemont

Explanation

Most of tho Articlos of the Agreement may bc amendod if tho
amendment is approved first by tho Boord of Govornors and then by throc=
fifths of the membor countries having four-fifths of tho total votos.
Howovor, threo of the provisions of the Agreoement con bo mmended only
_with the ncceptance of all mombor countries. Thoy refer to a membor!s
right of withdrawal, a mombcr's right to wvoto a change in its quota, and
tho prohibition against a chango in the par valuc of o member's currency
boing mado othorwise tham in rosponso to its own proposalg
Provisions

Article XVII. = (a) Any proposcl to introduce modifications in
this Agreemont, whether omancting from o member, a governor or the Execu=-
tive Directors, shall bec cormmuniocatod to tho cdheirmen of the Board of
Governors who shall bring the proposal beforo the Board. If tho proposcod

amendment is approved by tho Board the Fund shall, by circular lotter or
telogram, ask all membors whether thoy accopt the proposed cmendment,
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When three=fif'ths of the members, having four-fifths of the total voting
power, have accepted the proposed amendment, the Fund shall certify the
fact by a formal communication addressed to all members.
(b) Notwithstanding (a) above, acceptance by all members is required
in the case of any amendment modifying
(1) the right to withdraw from the Fund (Artiele XV, Section 1);
(i1) tho provision that no change in a momber's quota shall be made
without its consent (Article III, Section 2);
(1ii) tho provision that no changs may be made in the par valuo of
o membor'!s currency except on the proposal of that momber
(Article IV, Sootion 5 (b) ).
(¢) Amondmonte shall ontor into force for all members three months
aftor tho dato of tho formal communication unloss a shortoer period is
specificd in tho circular letter or telegram,

f. Rolations with Othor Intornational Organizations

Explanation
No oxplanation nocossary oxcept that this roquiros the Fund to

cooporate with the Bank.

Provisions

Article X« = The Fund shall ocooperato within the torms of this
Agreemont with any gonorel intornational organizetion and with public
international orgnnizetions hoving specializod rosponsibilitios in related
fields. Any arrangocmonts for such cooporation which would involve a modie
fication of any provision of this Agroemont may be offoctod only after
amendment to this Agrooment under Articlo XVIT.
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CHAPTER XII. ADDITIONAL OBLIGATIONS OF MEMBERS

a, Furnishing of Information

Explanation

The information & member is required to furnish the Fund will
give the Fund as complete a ploture as possible of the international position
of the member, The required information on demestic conditions is limited
to prices and national income, The Fund must have all the information re-
quired in order to meke decisions on exchange rates, exchange controls, and
use of the Fund's resources.

Provisions

Article VIII., Section 5,, Furnishing of information, - (a) The Fund
may require members to furnish it with such informatlon &8s it deems necessary
for its operations, including, as the minimum necessary for the effective dis-
charge of the Fund's duties, national data on the following matters;

(i) Offieial holdings at home and abroad, of (1) gold, (2) foreign ex~

cha.ng;e .

(ii) Holdings at home and abroad by banking and financial agencies, other
then official agencies, of (1) gold, (2) foreign exchange.

(iii) Production of gold,

(iv) Gold exports and imports according to countries of destination and
origin,

(v) Total exports and imports of merchandise, in terms of local currency
values, according to countries of destination and origin,

(vi) International belaence of payments, inecluding (1) trade in goods end

- services, (2) gold transactions, (3) known capitel transactions, end

(4) other items.,

(vii) International investment position, i,s., investments within the
territorles of the member owned abroad and investments abroad owned
by persons in its territories so far as it is possible to furnish
this information.

(viii) National income.

(ix) Price indices, i.e., indices of commodity prices in wholesale and

retail markets and of export and import prices,
(x) Buying and selling rates for foreign currencies,

(xi) Exchange controls, i,e., & comprehensive statement of exchange cone
trols in effeot at the time of assuming membership in the Fund and
details of subsequent changes as they occur,

(xii) Where official clearing arrangements exist, details of amounts
awaiting clearance in respect of commercial and financial trans-
actions, and of the length of time during which such arrears have
been outstanding,
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(b) In requesting information the Fund shall take into consideration
the varying ability of members to furnish the data requested. Members shall
be under no obligation to furnish information in such detail that the affeairs
of individuals or corporations are disclosed. Members undertake, howsver, to
furnish the desired information in as detailed and accurate a manner as is
practicable, and, so far as possible, to avoid mere estimates,

(¢) The Fund may arrange to obtain further information by agreement with
members, It shall act as a centre for the collection and exchange of infor-
mation on monetary and financial problems, thus facilitating the preparation
of studies designed to assist members in developing policies which further
the purposes of the Fund.,

b. Relations with Non-Members
Explanation

This provision was included primarily to make it clear that members
can not avoid their obligations and fall to live up to their commitments by
carrying on transactions in non-member countries which fhey are not allowed
to carry on in member ocountries,

Some critics have objected to this whole article on relationsSwith
non-members on the ground that it provides for an economic boyeott of non-
members. This was not intended, The principal effect on non-members will be
that members do not promise not to restriet transactions with non-members,
However they will probably be interested in treding with non-members and the -
Fund can require them not to restrict transections with non-members if such
restrictions are disturbing.

Provisions

Article XI., Section l., Undertakings regarding relations with
non-member countries. - Each member undertakes:

(1) Not to engage in, nor to permit any of its fiscal agencies referred
to in Article V, Section 1, to engage in, any transactions with a
non-member or with persons in a non-member's territories which would
be contrary to the provisions of this Agresment or the purposes of
the Fund;

(i1) Not to cooperate with a none~member or with persons in & non-member's

territories in practices which would be contrary to the provisions
of this Agreement or the purposes of the Fund; and
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(iii) To cooperate with the Fund with a view to the application in its
‘territories of appropriate measures to prevent transactions with
non-members or with persons in their territories which would be
aontrary to the provisions of this Agreement or the purposes of
the Fund.

Section 2., Restrictions on transactions with non-member countries. -
Nothing in this Agreement shall affect the right of any member to impose
restrictions on exchange transections with non-members or with persons in
their territories unless the Fund finds that such restrictions prejudice the
interests of members and are contrary to the purposes of the Fund.

c. Immunities and Privileges

Explanation

No ezplanation necessary,

Provisions

Article IX., Section 1, Purpose of Article, - 'To enable the Fund
to fulfill the functions with which 1t is entrusted, the status, immunities
and privileges set forth in this Article shall be accorded to the Fund in
the territories of each member, ;

Section 2., Status of the Fund. - The Fund shall possess full
juridical personality, end in particular, the capacity

(i) to contract;
(ii) to acquire and dispose of immovable and movable property;
(iii) to institute legal proceedings,

Seotion 3., Immunity from judicial process, - The Fund, its pro-
perty end 1lts assets, wherever located and by whomsoever held, shall enjoy
immunity from every form of judicial process except to the extent that it
expressly waives its immunity for the purpose of any proceedings or by the
terms of eny contract,

Section L., Immunity from other action, - Property and assets of
the Fund, wherever located and by whomsocever held, shall be immune from
search, requisition, confiscation, expropriation or any other form of
seizurc by executive or legislative action.

Section 5., Immunity of archives. - The archives of the Fund shall
be inviolable,

Section 6,, Freedom of assets from restrictions, - To the extent
necessary to carry out” the operations provided for in this Agreement, all
property and assets of the Fund shall bo free from restrictions, regulations,
controls and moratoria of any nature,

Section 7., Privilege for communications. - The official communi-
cations of the Fund shall be accorded by members the same treatment as the
officiel communications of other members.

Section 8., Immunities and privileges of officers and employces. =
All governors, executive directors, alternates, olficers end employees of
the Fund

(i) shall be immune from legel process with respect to acts performed
by them in their official capacity except when the Fund waives this
immunity;
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(ii) not being local nationals, sheall be granted the seme immunities
from immigration restrictions, alien registration requirements and
netional service obligations and the same fucilities as regards ex-
change restrictions as are accorded by members to the representatives,
officials, and employees of comparable rank of other members;

(11i) shall be granted the same treatment in respect of trawveling facili-
ties as is accorded by members to representatives, officials and
employees of comparable rank of other members,

Section 9., Immunities from taxation. - (a) The Fund, its assets,
property, income and 1ts operations and transactions authorized by this
Agreement, shall be immune from all taxation and from all customs duties.

The Fund shell also be immune from liability for the collection or payment
of any tax or duty,

(b) Wo tax shall be levied on or in respeect of salaries and emoluments
paid by the Fund to executive directors, alternates, officers or employees
of the Fund who erec not local citizens, local subjects, or other local
nationals.

(¢) No texation of any kind shall be levied on any obligation or security
issued by the Fund, including any dividend or interest thereon, by whomsocver
held

(i) which discriminates against such obligation or security solely

becausec of its origin; or

(ii) if the sole jurisdictional basis for such taxation is the place or

currency in which it is issued, made payable or paid, or the lecation

of any office or place of business maintuined by the Fund,

Sectien 10., Application of Article. - Each member shall take such
action as is necessary in 1ts own territories for the purpose of making
effective in terms of its own lew the principles set forth in this Article
and shall inform the Fund of the detailed action which it has taken.




CEAPTTR XIII. WITHDRAWAL, SUSFINSICN, AND LIQUIDATION

as Voluntary Withdrawal

EEEIanation

Any member has a right to withdraw from the Fund at any time
by giving notice in writing. This right of withdrawal is useful in con=-
vincing countries that they are not giving up their soveréign;y; A
country which has decided not to live up to its obligations would carry
out this decision vhether it had the right to withdraw or not. The
United States! position is not weakenmed by the fact that other countrics
have the right to withdrawe In fact, it is strengthoned by our own right
to withdraw end to obtain a fair settlomont of accounts if we do with~
drawe. Whon countries in debt %o the Fund withdraw they are obliged to
sottlc thoir accounts in gold or convertible currcnecics.

Provisions

Arbicla XV, Scction 1. %%gﬁ% of members ?o vithdraw. - A?y

ncember may withdraw from the Fund at any time by transmitting

a notice in writing to the Fund at its prinocipal officc.

Withdrawal shall become offective on the date such notioce
is reccivad.

be Compulsory Withdrawal

Ezglanation

If any mamber falls to fulfill any of its obligations under the
Fund Agrecment, it may first be declarecd ineligible to use the resources
of the and, and if 1t persists in its failurc, 1t may be roquired to with=
draw from ncmbership in tho Fund. Neithor of these steps will be taken
without first informing thc membor of the situation and giving thce momber
an opportunity to bc heard. Compulsory withdrawal of a membor roquires tho
approvel of the majority of the member countrics having a majority of the

voting power.
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It is clearly stated that this provision docs not limit the
Fund's power to declare a member ineligible to use the resources of the
Fund in a menner contrary to its purposes or to finance a large or sus=
tained outflow of capitals Neithor does it limit the fact that a member
may automatically becomes ineligible to use the Fund if it mekes an
uneuthorized change in the par value of its currency.
Provisions

Article XV. Section 2. Compulsory withdrawals - (a) If a

member falls to fulfill eny of its obligations under this

Agreoment, the Fund may declare the member ineligible to

use the resouroces of the Funde Nothing in this Section

shall be deemed to 1limit the provisions of Article IV,

Seotion, Section 6, Article V, Section 5, or Article VI,
Section 1.

(b) If, after the expiration of e reasonable period
the member persists in its failure to fulfill eny of its
obligations under this Agreement, or a difference between
a membor and the Fund under Article IV, Section 6, con-
tinues, that momber may be required to withdraw from mem=
bership in the Fund by a decision of the Board of Governors
carriod by a majority of the govermors reproesenting a
majority of the total voting powor.

(¢) Regulations shall bo adopted to ensurc that
beforc action is tauken against any member under (a) or
(b) ubove, the mamber shall be informed in reasonable
time of the complaint against it and given an adequate
opportunity for stating its casc, both orally and

cs« Settlement of Accounts

Eﬁglanntion

In casc a member withdrews cithor voluntarily or othcrwise, a
mombor's accounts with the Fund arc settled either by agrcoment with tho
Fund or acoording to a cerofully worked out formula. All obligations to

the withdrawing country shall be met in its currcncy.
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If the Fund's holdings of its currcncy do not suffice (which
will be the ecasc in general if the Fund's holdings of a country's currcnoy
is loss thun its quota) settlcmont must be made in gold or in such othor
moanner as may be agreed. If agreement cannot be reached in 6 months the
Fund shall pey the balance in 10 halfeyearly instellments either in the
member's currency or in golde If the Fund fails to meet the payments the
member c;n require payment in any currency the Fund holds which has not
been declared scarce.

If the Fund's holdings of a member's currency exceed the amounts
due that country (in generel if the Fund's holdings exceed its quota) and
the Fund and the member cannot agree on the method of settling the accounts
the membeor must rcdeem its currency in excoss of what is due to it in
gold or convertible currencies in ten half-yearly payments. The Fund mey
scll the currenoy in any market. The mcmber must guarantoe the use of
the currency in its territory.

Provisions

Article XV. Section 3. Settlement of accounts with members

withdrewings. - When a mcmbor withdraws from the Fund, normal

transactions of the Fund in its currcney shall cease and
settlement of all accounts betwcon it and the Fund shall be
made with reasonoble despateh by agreement betweon it and

the Funde If agrocment is not roached promptly, the pro-
visions of Schedule D shall apply to the settloment of accounts.

Schodulc Ds 1. Thoe Fund shall be obligated to pay to a
member withdrawing an amount equal to its quota, plus any
othor amounts duc to it from thc Fund, less any amounts duc
to the Fund, including charges accruing after the datec of
its withdrawal; but no paymont shall be made until six
months after the date of withdrawnl. Payments shall be
mado in the currcney of the withdrawing membor.
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2. If the Fund's holdings of the currency of the with=-
drowing member are not sufficient to pay the net anount due
from the Fund, the balonce shall be paid in gold, or in such
other monner as noy be agreeds If the Fund and the withe
holding menber do not reach agreement within six months of
the date of withdrawanl, the currency in question held by the
Fund shell be paid forthwith to the withdrowing membere. .ny
balonoe due shnll be paid in ten halfeyearly installments
during the ensuing five yecrss. FEach such instzllment shall
be pcid, at the opticn of the Fund, either in the currency of
the withdrowing member acquired after its withdrownl or by
the delivery of gold.

3¢ If the Fund fails to meet any installment which
is due in acecordonce with the preceding paragraphs, the
withdrawing membor shall be entitled to require the Fund
to poy the installment in any currency held by the Fund
with the exception of any currency which has been declared
scarce undor .rticle VII, Scction 3.

4. If the Fund's holdings of the currency of a with-
drawing member exceed the amount due to it, and if agree-
ment on the method of settling accounts is not reached
within six months of the date of withdrawal, the former
member shall be obligated to redeem such exeess currency
in gold or, at its option, in the currcncies of -members
which at the timc of redemption arc convertible. Redemp-
tion sholl be made at the parity existing at the time of
withdrawal from the Fund. The withdrawing member sholl
complete redemption within five years of the dote of with-
drawol, or vithin such longer perioed as mey be fixed by
the Fund, but sholl not be required to redeem in ony half-
yearly period more thon onc~tenth of the Fund's excess hold-
ings of its cwrrency during such half-yoearly period. If
the withdroving member does not fulfill this obligationm,
the Fund noy in an orderly mamner liquidate in any merket
the nmount of currency ihich should have been redecmed.

be Jiny nambor desiring to obtain tho currency of o
ncober which has withdrawn shall acquire it by purchasc
from the Fund, to the cxtent that such member has access
to the rosourcos of the Fund and that such currcncy is
aveilable under 4 abovos

6+ Tho withdrawing member guarantecs the unro-
strictcd uso at all timos of the currcncy disposcd of
under 4 ond § above for the pmrchasc of goods or for pay=-
ment of sums due to it or to porsons within its terri-
toricse It shell componsate tho Fund for ony loss
rcsulting from the diffcrence bebtween the pur wvaluc of
its currcncy on the dote of withdrawzl and the wvolue
roalized by the Fund on disposal under 4 and 5 cboves



- 86 =

T« In the event of the Fund going into liquidation
under Article XVI, Section 2, within six months of the
dote on which the member withdrows, the account between
the Fund and that government shall be settled in accord-
ance with Article XVI, Section 2, aid Schedule E,

de Temporary Suspension and Liquidetion

Ezglanation

The Exccutive Directors have power in an emergency by unanimous
vote to suspond all transactions of the Fund for & period of 4 months.
The Board of Governors may extend the period of susponsion for 8 months
by o 4/3 majority of the total voting powere A maojority of the voting
power moy termincte susponsion et any time.

The Fund may not be liquidcted except by decision of the Board
of Govornors. Once decision is made to liquidate the Fund 2ll trons=-
actions cxccpt for orderly settlement of accounts must cooses All obli=-
gotions of mombers ccose once it has been decided to liquidate the Fund
except obligotions in connoction with settlcment of accounts with a
withdrawing mombor, obligations with regard to the ndministration of
liguidation, and obligations with rcgord to scttloments of questions of
interpretation of the Fund Agreoment.

The procedure speceificd for liquidction is designed to sccure
fair trcatmont of all member countricse Liabilitios othor than ropayment
of subseriptions must bc mot first. Gold held by the Fund must be dis-
tributcd to members whose currencics are hold by the Fund in amounts less
than thoir quotas ond in proportion to thc deficlency in the Fund's hold-
ingse Onc=half of the Fund's holdings of a mcmber's currcney must be

returncd to thc member provided the amount so roturncd doecs not oxcoed
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one~hclf its quota. The rest of the Fund's holdings of each currency is
distributed to 2ll members in proportion to cmounts still due them.
Members promisec to reodeocm amounts of their currency distributed to other
members in o manner agreod up&n with the Fund.

In so far as possible the Fund will agree with each member to
take payment in its own currency and redeem emounts of its currency which
would otherwise be distributed to other countriess In so far as a mem=-
ber's currcncy is distributed to othor members the Fund will try to agroc
with that member to have it redeom its currency in gold or in thc currency
of the member requesting redemption and in 10 half=-ycarly instellments
unless thc mombers concerncd agreec otherwise.

If any ncmber falls to agrce on the manner of redemption the
Fund will usc currcncics of other members which wcre to be digtributed
to that member to redeom amounts of that mcmber's currency distributed to
othor momboerse i
Provisions .

Article XVI. Scetion ls Tcmporary suspension. - (a) In the

ovont of an emcrgeoncy or the dovelopment of unforescen circum-

stanccs threatoning the oporations of the Fund, the Exccutive

Dircetors by unanimous voto may suspond for a period of not

morc than onc hundred twonty days the opcration of any of
the following provisions:

(1) Article IV, Scctions 3 and 4 (b)s
((iig Articlo V, Scetions 2, 3, 7, 8 (a) and (f).
i1ii) Artiolo VI, Secction 2.

(iv) Artielc XI, Scction 1.

(b) Simultancously with any docision to suspend tho opore
ation of any of the forcgoing provisions, the Exccutive Direc-
tors shall call a meoting of thc Board of Governors for the
carlicst practiccble datcs
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(¢) Tho Exccutive Dircetors may not oxtend any sus-
pension beyond onc hundred twenty dayse Such suspension may
bo extonded, however, for an additional poriod of not more
than two hundred forty dayss if the Board of Governors by
a four-fifths majority of the total voting power so decidos,
but it may not be further extended except by amendment of
this Agreoment pursuant to Jrticle XVII.

(a) The Bxccutive Dircctors may, by a majority of the
total woting power, tcrminate such susponsion at any timc.

Scction 2. Liguidation of the Fund. - (a) Tho Fund may
_not bc liguicatec oxccpt by docision of the Board of
Governorse In an emeorgency, if the Executive Dircctors
doeido that liguidation of tho Funcd may be nccessery,
they moy tomporarily suspend cll transactions, ponding
doeision by the Board.

(b) If the Board of Governors decides to liquidate
the Fund, the Fund shall forthwith cease to engage in any
activities except those incidental to the orderly collection
and liquidetion of its assets and the settlement of its
liabilities, and all obligations of members under this
Agreement shell cease except those set out in this irticle,
in Article XVIII, paragraph (c¢), in Schedule D, paragraph
7, eand in Schedule E.

(¢) Liquidation shall be administered in accordance
with the provisions of Schedule E,

Schedule E« 1. In the event of liquidation the liabil-
itles of the Fund other than the repeyment of subscriptions
shall have priority in the distribution of the assets of
the Funde In meeting each such liability the Fund shall
use its assets In the following order:

b) gold; °
(c) all other currencies in proportion, so far as
may be practicable, to the guotas of the members.

gai the currency in which the liability is payable;

2o J\fter the discharge of the Fund's liabilities in ac-
cordance with 1 above, the balunce of the Fund's ngsets shall
be distributed and apportioned as follows:

(a) The Fund shall distribute its holdings of
gold among the members whosc currencios are held
by the Fund in amounts less than their quotase.
These mcmbers shall sharc the gold so distributed
in the proportions of the cmounts by which their
quotas execcd the Fund's holdings of their currcncicss



(b) The Fund shall distribute to cach momber
onc~half the Fund's holdings of its currcncy but
such distribution shall not cxcecd fifty per cent
of its guota.

(0) The Fund shall apportion the remainder of its
holdings of coch curroncy among all the members in’
proportion to the cmounts due to each member after
the distributions under (a) and (b) above.

3. Each member shall rcdeem the holdings of its cur-
reney opportioned to other members under 2 (e¢) above, end
shall agrec with the Fund within threc months aftor a deeci-
sion to liquidatc upon aon orderly proccdure for such
redemption.

4, If o membor has not rcached agrecoment with the
Fund within the threco=month period referred to in 3 above,
the Fund shall use the currcncies of other mcmbors appor-
tioncd to that mombor under 2 (c) above to redeem the
currcncy of that momber apportioned to other members,
Eaoch currcncy apportioncd to a member which has not reachod
agrecment shall be usod, so far as possible, teo redecm its
currency apportioncd to-the members which have made agreo-
ments with tho Fund under 3 abovce

.5« If o member has reoched agroement with tho Fund
in secordancce with 3 above, the Fund shall usc the cur=-
rencies of other mambers apportioned ‘to thet momber undoer
2 (c) above to redcom the currency of that momber appor=
tioncd to othor mcmbers which have made agrcements with
the Fund under 3 aboves Each amount seo rcdeomed shall be
redoomed in the currency of the member to which it was
apportioncd.

6« Aftor carrying out tho preccding paragraphs, the
Fund shall pay to cach momber the romaining currcncies
held for its cceount.

7+ Eneh membor whosc currcncy has bocn distributed
to othor members under 6 above shall redeem such currcncy
in gold.or, at its option, in tho currcncy of the member
requesting redemption, or in such other monner as may be
agreed betwecen theme If the nombers involved do not other=-
wiso agree, the momber obligated to rcdeem shall complcte
rcdemption within five ycors of the dute of distribution,
but shall not be required to redeen in any halfeycarly
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period more thon one-tenth of tho amount distributed
to cach othor membcre If the member does not fulfill
this obligation, thc amount of currcncy which should
have been redoemed may be liquicdated in on orderly
monner in any markot.

8¢ Each mcmber whosc curroncy has been distri-
butod to other mombers under 6 above guaranteos the
unrogtrictod uso of such currcncy at all times for
the purchoase of goods or for payment of sums duc to
it or to porsons in its torritoricse Eoch member so
obligatod augrces to compensate other mombers for any
loss resulting from the differonce between the par
value of its ourrcncy on the dato of the decision to
ligquicdeto the Fund and the value roalizod by such mon-
bers on disposcl of itis currcncy.






