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The United Nations Monetary and Financial Conference
met 2t Bretton Woods, New Hampshire, from July 1 to July
22, 1944 at the invitation of President Roosevelt. Forty-
four nations participated in the work of the Conference
under the leadership of Secretary Morgenthau,

The Conference was called by President Roosevelt to formu-
late definite proposals for an International Monetary Fund
and an International Bank for Reconstruction and Develop-
ment. Preliminary proposals for a Fund and Bank had been
prepared in 1943 by the technical staff of the Treasury in
cooperation with the technical staffs of the State Department,
the Federal Reserve System, and other Departments of this
Government. These proposals were sent by Secretary Mor-
genthau to the Finance Ministers of the United and Associ-
ated Nations for study by their experts. Informal discus-
sions held with nearly thirty countries revealed broad tech-
nical agreement on the steps that should be taken through
international cooperation to assure stable and orderly ex-
change rates and adequate long-term credit. for productive
purposes.

The Final Act of the Conference includes instruments for
the establishment of an International Monetary Fund and
an Infernational Bank for Reconstruction and Development.
The articles of agreement for the Fund and the Bank have
been submitted by the Conference for consideration by the
participating governments. No government will be bound
by these articles of agreement until its legislature has ap-
proved them and until they have been signed officially on
its behalf, '

Federal Reserve Bank of St. Louis



CLOSING ADDRESS TO THE CONFERENCE

By Henry MorGENTHAT, JT., Secrettrey of the Treasury,
President of ﬂw' Conference

I am gratified to announce that the Conference at Bretton W, oods
has completed successfully the task before:ib.. . = ‘

It was, as we knew when we began, a dxﬁicult task, mvolvmg om-
plicated technical problems. We came liere to work out metheds
which would do away with the economic:evils—the competittsdtur-
rency devaluation and destructive impediments to trade—-whith: pre-
ceded the present war, We have succeeded in that effort. - -
. The actual details of a financial and monetary agreement m¥y sdem
mysterious to the general public. Yet at the heart of it lie tit rivost -
elementary bread and butter tealities of daily life. What we have
done here in Bretton Woods is to devise machinery by which men and
women everywhere can exchange freely, on a fair and stable basis,
the goods which they. produce thrangh their labor. And we have
taken the initial step through which the nations of the world will
be able to help one another in economic development to their mutual
advantage and for the enrichment of all,

The representatives of the forty-four nations faced differences of
opinion {rankiyyand reached an agreement which is rooted in genunine
understanding. -None of the nations represented here has had alto-
gether its own way. We have had te yield to one another not in

" respect to principles or essentials but in respect to methods and pro-
cedural details... The fact that we have done so, and that we have-
done it in a spirit of good-will and "mutual trust, is, I believe, one of
the hopeful: snd heartening portents of our time. Here is ' sign
blazoned upon' the horizon, written large upon the threshold of the
future—a sign for men in battle, for men at work in mines, and mills,"
and in the fields, and a sign for women whose hearts have been bur-
dened and anxious lest the cancer of war assail yet another geners-
tion—a sigm that the peoples of the earth are learning how to join
hands and work in unity.

There is a curtous notion that the protection of national interest
and the development of international cooperation are conflicting
philosophies—that somehow or other men of different nations cannot

III
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1y CLOSING .ADDRESS TG CONFERENCE

work together without sacrificing the interests of their particular na-
tion. There has been talk of-this sort—and from people who onght
to know better—concerning the international cooperative nature of
the undertaking just completed at Bretton Woods. I am perfectly
certain that no delegation to this Conference has lost sight for a
moment of the particular national interest it was sent here to repre-
sent. The American delaga,tmn which I have‘the honor of leading,
has been, at all times, conscious of its primary obligation—the protec-
tion of Amemca.n interests. And the other representatives here have
been np, less loyal or devoted to the welfare of their own people.

Yet, none of us has found any mcompat;blhty between devotion to
our own country and ]Olnt action. Indeed, we have found on the con-
trary.that the only genuine safeguard for our national interests lies in
international cooperation,, We have come to recognize that the wisest

_and, ,most effective way to protect our national interests is'through
international cooperation—that is to say, through united effort for
the attainment of common goals. This has been the great lesson taught
by the war, and.is, I think, the great lesson of contemporary life—
that the peoples of the earth are inseparably linked to one another by
a deep, underlying community of purpose. This community of pur-
pose is no less real and vital in peace than in war, and ceoperation is
no less essential to its fulfillment.

To seek the achievement of our aims separately through the plan
less, senseless rivalry that divided us in the past, or through the ont-
right economic aggression which turned neighbors into enemies would
be to invite ruin again upon us all. Worse, it would-be once more to
start our steps irretraceably down the steep, disastrous road to war,
That sort of extreme nationalism belongs to an era that is dead. To-
day the only enlightend form of national self-interest lies-in inter-
national accord. At Bretton Woods we have taken practical steps
toward putting this lesson into practice in monetary a“nd economie
fields. ot

I take it as an axiom that after this war is ended no people—a.nd
therefore no government of the people—will again tolerate prolonged
or wide-spread unemployment. A revival of international trade is
indispensable if full employment is to be achieved in a peaceful world
and with standards of living which will permit the realization of
man’s reasonable hopes.

What are the fundamental conditions under which the commerce
among the nations can once meore flourish
- First, there must be a reasonably stable standard of international
exchange to which all countries can adhere without sacrificing the
freedom of action necessary to meet their internal economic problems,

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



CLOSING ADDRESS.TO -CONFERENCE v

This is the alternative to the desperatd tactics of the past—competi-
tive currency depreciation, excessive tariff barriers, uneconomic barter
deals, multiple currency practices, and unnecessary exchange restric-

-tions—by which governments vainly sought to maintain employment
and uphold living standards In the final analysis, these tactics only
sicceeded in contributing to wérld-wide depresswn and even war. The
International Monetary Fund sgreed upon 4t ‘Bretton Woods will help

_ remedy this situation. ' :

Second, long-term finkricidl sud must be m'ade available at reasona.hle
rates to those couritties' ‘whose industry and -agriculture have been
destroyed by the ruthless torch of an’ mva&er or by the hermc scoi*ohed

. earth policy of their defenders,” : '

Long-termy funds must be made avatjl;;b}e also to promote smmd
industry and increase industrial and agricultural production in nations
whose economic potentialities have not yet bden developed Tt 1§ essen-
tial to us all that these nations play their full part in the exchange of
goods throughout the world.

They must be enabled to produce and to sell if they are to be ‘able
to purchase and consume. The International Bank for Reconstrue-
tion and Development is designed to meet this need.

Objections to this Bank have been raised by some bankers and S
few economists. The institution proposed by the Bretton Woods Con-
ference would indeed limit the control -which certain private bankers
have in the past exercised over internatienal finance. It would by no
means restrict the investment sphere in which bankers could erngage.
On the contrary, it would expand greatly this sphere by enlarging the
volume of international investment and would act as an enermously
effective stabilizer and guarantor of loans which they might make.
The chief purpose of the International Bank for Reconstruction and
Development is to guarantee private loans made through the usual
investment channels. It would make loans only when these could not
be floated through the normal channels at reasonable rates. The effect
would be to provide capital for those who need it at lower interest
rates than in the past, and te drive only the usurious money lenders
from the temple of international finance. For my own part, I cannot
look upon the outcome with any sense of dismay. Capital, like any
other commodity, should be free from monopoly control, and available
upon reasonable terms to those who would put it to use for the general
welfare.

The delegates and technical staff at Bretton Woods have completed .
their portion of the job. They have sat down together and talked as
friends, and have perfected plans to cope with the international
monetary and financial problems which all their countries face in
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YI CLOSING ADDRESS TO CONFERENCE

common; These proposals now must be submitted to the legislatures
and the peoples of the participating nations. They wiil pass upon
what has been accomplished here.

The results will be of vital importance to everyone in every country.
In the last analysis, it will help determine whether or not people will
have jobs and the amount of money they are to find in their weekly pay-
envelope. More important still, it concerns the kind of world in which
our children are to grow to maturity. It concerns the opportunities
which will await millions of young men when at last they can take off
their uniforms and can come home torcivilian-jobs.

This monetary agreement is but one step, of course, in the brogd
program of international action necessary for the shaping of & free
future. But it is an indispensable step in the vital test of our inten-
tions. We are at & crossroad, and we must go one way or the other.
The Conference at Bretton Woods has erected a signpost—a signpost
pointing down & highway broad enough for all men to walk in step
and side by side. If they will set out together, there is nothing on earth
that need stop them.

BrerroNy Woops, N. HL, July 22, 1944
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ARTICLES OF AGREEMENT

INTERNATIONAL MONETARY FUND

The Governments on whose behalf the present Agree-
ment is signed agree as follows:

Intreductory Article

'The Tnternational Monetary Fund is established and
ghall operate in a¢cordance with the following provisions:

Article I. Purposes

The purposes of the International Monetary Fund are:

1

(ii)

(iii)

(iv)

()

To promote international monetary cooperation
through a permanent institution which provides
the machinery for consultation and eollaboration
on international monetary problems. _
To facilitate the expansion and balanced growth of
international trade, and to eontribute thereby to
the promotion and maintenance of high levels of
employment and real income and to the develop-
ment of the productive resources of all members as
primary objectives of economic poliey. '

To promote exchange stability, to maintain orderly
exchange arrangements among members, and to
avoid competitive exchange depreciation.

To assist in the establishment of a multilateral sys-
tem of payments in respect of current transactions
between members and in the elimination of foreign
exchange restrictions which hamper the growth of
world trade.

To give confidence to members by making the
Fund’s resources available to them under adequate

. safeguards, thus providing them with opportunity
631268°—45——8 1
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2 INTERNATIONAL MONETARY FUND

to correct maladjustments in their balance of pay- .
ments without rescrting to measures destructive of
national or international prosperity.

(vi) In aeccordance with the above, to shorten the dura-
tion and lessen the degree of disequilibrium in the
international balances of payments of members.

The Fund shall be guided in all its decisions by the pur-
poses set forth in this Article.

Article T Membership

.. 8porion 1. Original members.—The original members
of the Fund shall be those of the countries represented at
the United Nations Monetary and Financial Conference
whose governments accept membership before the date
specified in Article XX, Section 2 (e).

Src. 2. Other members—Membership shall be open to
the governments of other countries at such times and in
accordance with such terms as may be prescribed by the

Fund. .
. Article IIT. Quotas and Subscriptions

SectioN 1. Quotas.—HEach member shall be assigned a
quota. The quotas of the members represented at the
United Nations Monetary and Financial Conference which
aceept membership before the date specified in Article
XX, Section 2 (e), shall be those set forth in Schedule
A, The quotas of othér members shall be determmed by
the Fund.

Suc. 2. Adjusiment of quotas.—The Fund ghall at in-
tervals of five years review, and if it deems it appropriate
propose an adjustment of, the quotas of the members.
It may also, if it thinks fit, consider at any other time
the adjustment of any partieular quota at the request of
the member concerned. A four-fifths majority of the
total voting power shall be required for any change in
quotas and no quota shall be changed without the consent
of the member concerned.
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III. QUOTAS AND SUBSCRIPTIONS 3

"SEc. 3. Subscriptions: Time, place, and form of pay-
ment~—(a) The subscription of each member shall be
equal to its quota and shall be paid. in full to the Fund at
the appropriate depository on or before the date when
the member becomes eligible under Article XX Section 4
(¢) or (&), to buy currencies from the Fund.

(b) Each member shall pay in- geld as a minimum, the
smaller of .
(i) twenty-five percent of its quota; or
(ii) ten percent of its net official holdings of gold and .
Unitéed States dollars as at ‘the date when the Fund
notifies members under Article XX, Section 4 (a)

that 1t will shortly be in a position to begin exchange
transactions.

Each member shall furnish to the Fund the data neees-'
sary to determine its net official holdings of gold and
United States dollars.

(¢) Each member shall pay the balance of 1ts quota in
its own currency.-

(d) It the net official holdings of gold and United
States dollars of any member as at the date referred to
in (b) (il). above are not aseertainable because its terri-
tories have been occupied by the enemy, the Fund shall

- fix an appropriate alternative date for determining such
holdings. If such date is later than that on which the
country hecomes eligible under Article XX, Section 4
(¢) or (d), to buy currencies from the Fund, the Fund
and the member shall agree on a provisional gold pay-
ment to be made under (b) above, and the balance of the -
member’s subscription shall be paid in the member’s cur-
rency, subject to appropriate adjustment. between the
member and the Fund when the nef official holdings have
been ascertained.

SEC. 4. Payments when quotas are changed—(a) Each -
member which eonsents to an increase in its quota shall,
within thirty days after the date of its consent, pay to
the Fund twenty-five percent of the increase in gold and

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



4 INTERNATIONAL MONETARY FUND

the balance in its own c¢urrency. If, however, on the
date when the member consents to an inerease, its mon-
etary reserves are less than its new quota, the Fund may
reduce the proportion of the increase to be paid in gold.

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

Sec. 5. Substitution of securities for currency.—The
Fund shall accept from any member in place of any 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 desig-
nated by the member under Article XIXI, Section 2,
which shall be non-negotiable, non-interest bearing 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 subsecribed by
members but also to any euTrency otherwise due to, or
acquired by, the Fund. :

Article IV. Par Values of Currencies

SECTION 1. Expression of par values.—(a) The par value
of the eurrency of each member shall be exp,ressed in
terms of gold as a common denominator or in“terms of
the United States dollar of the weight and fineness in
effect on July 1, 1944, _

(b) All computations relating to currencies of mem-
bers for the purpose of applying the provisions of this
Agreement shall be on the basis of their par values,

Sec. 2. Gold purchases based on par values.—The Fund
shall prescribe a margin above and below par value for
transactions in gold by members, and no member shall
buy gold at a price above par value plus the prescribed
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" IV. PAR VALUES OF CURRENCIES 5

margin, or sell gold at a price below par value minus the
prescribed margin.

Sec. 3. Foreign exchange dealings based on parity.—
The maximum and the minimum rates for exchange
transactions between the eurrencies of members taking
place within their territories shall not differ from parity

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

(ii) in the case of other exchange transaetions, by a mar-
.gin which exceeds the margin for spot exchénge
transactions by more than the Fund considers reason-
able.

Sec. 4. Obligations regwrdmg exchange stabahtg—
(@) Each membet undertakes to collaborate with the Fund
to promote exchange stability, to maintain orderly ex-
change arrangements with other members, and to avoid
competitive exchange alterations.

(b) Each member undertakes, "through approprlate
measures consistent with this Agreement, to permit with-
in its territories exchange transactions between its cur-
rency and the currencies of other members only within.
the limits prescribed under Section 3 of this Article, A
member whose monetary authorities, for the settlement 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 fulﬁllmg this un-
dertaking.

SEc. 5. Changes in par values—(a) A member shall
not propose a change in the par value of its currency ex-
cept to eorrect a fundamental disequilibrium.

(b) A change in the par value of a member’s currency
may be made only on the proposal of the member and
only after consultation with the Fund.

(¢) When a change is proposed, the Fund shall first
take into account the changes, if any, which have already
taken place in the initial par value of the member’s cur-
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6 INTERNATIONAL MONETARY F'UND

rency as determined under Article XX, Sectlon 4. 1If
the proposed change, together with all previous cha.nges,
whether increases or deereases, '

(1) does not exceed %n percent of the,initial par value,
the Fund shall raise no objection; -

(ii) does not exeeed a. further ten percent of the initial
par.value, the Fund may either concur or object, but
shall declare its aj;tltude w1thm seventy-two hours if
-.the member so requests; -

(111) +is not within (i);or (ii) above, the Fund may either
egoneur or object, but shall be entitled to a longer
period in which to declare its attitude.

(@) Uniform changes in par values made under Section

- T of this Article shall not be taken into aceount in deter-

mining whether a proposed change falls within (i), (ii), or
(ii1) of (¢) above.

(e) A member may thange the par value of its currency
without the concurrence of the Fund if the echange does
not affect the international transactions of members of
the Fund.

(f) The Fund shall concur in a proposed change which
is within the terms of (¢) (il) or (¢) (iii) above if it is
satisfied that the change js necessary to correct a funda-
mental disequilibrium. In particular, provided it is so

satisfied, it shall not object to a proposed change because
of the domestic social or political policies of the member
propositg the change.

Sec. 6. Effect of unauthorized changes—I{f a member
changes the par value of its currency despite the objection
of the Fund, in cases where the Fund is entitled to ob-
ject, the member shall be ineligible to use the resources
of the Fund unless the Fund otherwise determines; and
if, after the expiration of a reasonable period, the differ-
ence between the member and the Fund continues, the mat-
ter shall be subject to the provisions of Artlcle XV, Sec-
tion 2 ().
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IV. PAR VALUES OF CURRENCIES - 7

Sec, 7. Uniform changes in par values.—Notwithstand-
ing the provisions of Section 5 (b) of this Article, the
Fund by a majority of the total votmg power may make
uniform proportionate changes in'the par values of the

~ currencies of all members, provided each sueh change is
approved by every member which has ten percent or more
of the total of the gquotds. The pa¥ value of a member’s
currency shall, howéver, not bé changed under this pro-
vision if, within seventy-two hotrs 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.

Sec. 8. Maintenance of gold value of the Fund’s as-
sets—(a) The gold value of the Fund’s assets shall be
maintained notwithstanding changes in the par or fore1gn
exchange value of the eurrency of any member.

(b) Whenever (i) the par value of a member’s cur-
rency is reduced, or (ii) the foreign exchange value of
a member’s currency has, in. the opinion of the Fund,
depreciated to a significant extent within that member’s
territories, the member shall pay to the Fund within a
reagsonable time an amount of its own currency equal to .
the reduction in the gold value of its eurrency held by
the Fund. :

(¢) Whenever the par value of a member’s currency
1s increased, the Fund shall return to such member
. within a reasonable time an amount in s currency equal
to the increase in the gold value of its currency held by
the Fund. _ _

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

BEC. 9. Separate currencies within a member’s terri-
tories—A member proposing a change in the par value
of its currency shall be deemed, unless it declares other-
wise, to be proposing a corresponding change in the par
value of the separate currencies of all ferritories in re-
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8 INTERNATIONAL MONETARY FUND

spect of which it has- accepted this Agreement under
Article. XX, Section 2 (g). It shall, however, be open to
a member to declare that its proposal relates either to
the metropolitan currency alone, or only to one or more
specified separate currencies, or to the metropolitan cur-
rency and one or more specified separate currencies.

Article V. Transactions with the Fund

SEcTION 1. Agencies dealing with the Fund.—Each mem-
ber shall deal with the Fund only through its Treasury,
central bank, stabilization fund, or other similar fiscal
agency and the Fund shall deal only with or through the
same agencies,

Sec. 2. Limstation on the Fund’s operations.—Except
as otherwise provided in this Agreement, ¢perations on
the account of the Fund shall be limited to transactions
for the purpose-of supplying a member, on the initiative
of such member, with the currency of another member in
exchange for gold or for the currency of the member de-
siring to make the purchase.

. SEc. 3. Conditions governing use of the Fumd’s re-
sources—(a) A member shall be entitled to buy the cur-
rency of another member from the Fund in exchange
for its own currency subject to the following conditions:

* (i) The member desiring to purchase the currency rep-
resents that it is presently needed for making in
that currency payments which are consistent with
the provisions of this Agreement; '

(ii) The Fund has not given notice under Article VII,
Seetion 3, that its boldings of the currency desired
have beecome scarce;

(iii) The propoesed purchase would not cause the Fund’s
holdings of the purchasing member’s eurreney to in-
crease by more than twenty-five percent of its quota
during the period of twelve months ending on the date
of the purchase nor to exceed two hundred pereent of
its quota, but the twenfy-five percent limitation shall
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V. TRANSACTIONS. WFTH THE FUND _ 9

apply only to the extent that the Fund’s heldings of
the member’s currency have been brought abova sev-
enty-five pereent of its quota if they had been below
that amount;

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

(b) A member shall not be eatitled witheut the: per-
misgion of the Fund to use the Fund’s resourecss. to ac-
quire currency to hold against. forward exchange trans-
actions. _ _ ,

Sec. 4. Waiver of conditions—The Fund may in its.
discreti'on, and on terms which safegua;'d its - interests,
waive any of the conditions preseribed in Section 3 (a)
of this Article, especially in the case of members with a
record -of avoiding large or continuous use of the Fund’s
resources. - In making a waiver it shall take into consid-
eration periodic or exXceptional reqmrements of the mem-
ber requesting the waiver. The Fund shall also take into
consideration a member’s willingmess to pledge as¢ eol~
lateral sequwity gold, silver, securitis, or other aceeptable.
assets having a value sufficient igris opinion.of the: Fund -
to protect its interests and mayweegrire a8 amun of
waiver the pledge of such collateraltseeurity:

Seo. 8 Membﬂzty to use the Fund's resoumcos.—
Whenewer-the Fund is of the opinion that. any miember
is using the.resources of the Fund in a manner contrary
to the purposes of the Fund, it shall present to tHé mem-
ber a report setting forth the views of the Fund and pre-
scribing a suitable time for reply. K After  presenting
guch.a report to & member, the Fund may limit the use
of its resources by the member. If no reply to the re-
port is received from the member within the prescribed
time, or if the reply received is unsatisfactory, the Fund
may continue to limit the member’s use of the Fund’s re-
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10 INTERNATIONAL MONETARY FUND

sources Or may, after giving reasonable notice to the
member; declare it ineligible to use the resources of the
Fund. :

8uc.' 6. Purchases of currencies 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 markef gold newly pro-
duced from mines located within its territories.

Sec. 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 exeess of its-quota.

" (b) Atthe end of each financial year of the Fund, a mem-
ber shall repurchase from the Fund with gold or convertible
currencies, as determined in accordance with Schedule B,

part of the Fund’s holdings of its eurrency under the fol-
lowing conditions:

(i) Each member shall use in repurchases of its own
currency from the Fund an amount of its monetary
reserves equal in value fo one-half of any increase
that has oceurred -during the year in the Fund’s
holdings of its -currency plus one-half of any in-
crease, or minus one-half of any decrease, that has
oecurred during the year in the member’s monetary
reserves, This rule shall not apply when-a.member’s
monetary reserves have decreased during the year
by more than the Fund’s holdjngs of its currency

. have increased.

(ii) If after the repurchase described in (i) above (f.
required) has been made, a member’s holdings of
another member’s currency (or of gold acquired
from that member) are found to have increased by
reason of transactions in terms of that currency
with otlter members or persons in their territories,
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V. TRANSACTIONS WITH THE FUND 11

_i the member whose holdings of such currency: (or
: gold) have thus increased shall use the increase {o
repurchase its own currency from the Fund. . .
(¢) None of the adjustments deseribed in (b) above
shall be carried to a point at which -
(1) .the member s monetary Teserves are below 1ts quota, :
or
(11) the Fund’s holdmgs of 1ts currency are below
. seventy-five percent of its quota, or :
-(111) the Fund’s holdings of any cufrency reqmred to be
used ave above seventy-five percent of the quota of
. the member concerned. v
SEO -8. Charges—(a) Any member buymg the eur-
rency of another member from the Fund in exchange for
its own currency shall pay a service charge uniform for
all members of three-fourths percent in addition fo the
parity price. The Fund in its discretion may. increase
this service charge to not more than one percent or reduce
it to not less than one-half percent..
(b) The Fund may levy a reasonable handling-charge
on any member buying gold from t,hga. Fund or selling gold
to the Fund.

(¢) The Fung shall levy charges umform for all mem-'
bers which shall be payable by any.member on the aver-
age daily balances of ity currency;held by the Fund in
excess of its quota. These charges.shall be at the follow-.
Ing rates: ..

(1) On amounts nol miore.than twenty-five percent in
excess of the quota: no charge for the first three
months; one-half percent per arnum for the next
nine months, and thereafter an increase in the
charge of one-half percent for each subsequent year,

(ii) On amounts miore than twenty-five percent and not
“more than fifty percent in excess of the quota:
an additional one-half percent for the first year; .
‘and an additional one- hah‘:' pereent for each sub-
sequent year.
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12 INTERNATIONAL MONETARY ¥UND

(ili) .On. each. additional bracket of twenly-five percent
tn excess of the quota: an additional one-half per-
cent for the first year; and an additional one-half
percent for each subsequent year.

(d) Whenever the Fund’s holdings of a member’s
currency are such:that the charge applicable to any
bracket for any peripd has reached the rate of four per-
cent per annum, the Fund and the member shall consider
means by which the Fynd’s holdings of the currency can
be redunced.. . 'I‘herea.f’ter, the charges shall rise in accord-
ance with the provisions of (¢) above until they reach
five percent and failing agreement, the Fund may then
impose such charges as it deems appropriate.

(e) The rates referred to in (¢) and (d) above may
be changed by a three-fourths majority of the total voting
power.

(f) All charges shall be paid in gold. If, however, the
member’s monetary reserves are less than one-half of its
quota, it shall pay 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.

Artlcle VI Capital Transfers

Seciron- 1. Use of “the ‘Fund’s resources -for capital.
transfers—¢a) A ménber may not make net use of the
Fund’s resources to mieet a large or sustmned outflow
of capital, and the Fund may request a membeT to exer-
cise controls to prevent such use of the resources of the
Fund. If, after receiving such a request, & member fails
to exerdiseé appropriate controls, the Fund may declare
the member ineligible to use the resources of the Fund.

(b) Nothing in this Section shall be deemed

(i) to prevent the use of the resources of the Fund for
capital fransactions of reasonable amount required
for the expansion of exports or in the ordinary
course of trade, banking or other business, or
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VI. CAPITAL THANSFERS 13

(it) to ‘affect capital movéments ‘which are met out of a
member’s own resources of gold and foreign ex--
change, but members undertake that such ‘capital
movements will be in aceordance with the purposes
of the Fund.

Skc. 2. Special provisions foa' capital transfers.—If the
Fund’s holdings of the currency of a member have re-
mained below seventy-five' percent of its quota for an im-
mediately preceding period of not less than six months,
such member, if it has not been declared ineligible- to use
the resources of the Fund under Section 1 of this Article,
Article IV, Section 6, Article V, Section 5, or Article XV,
Section 2 (a), shall be entitled, notwithstanding the pro-.
visions of Section 1 (a) of this Article, to buy the cur-
rency of another member from-the Fund with its own cur-
rency for any purpose, including capital transfers. Pur-
chases for capital transfers under this Section shall nof,
however, be permitted if they have the effect of raising
the Fund’s holdings of the currency of the member desir-
ing to purchase above seventy-five percent of its quota,
or of reducing the Fund’s holdings of the currency desired
below seventy-five percent of the quota of the member
whose currency is desired. :

Sec. 3. Controls of capitel tramsfers-—Members- may
exercise such controls as are necessary-to regulate inter-
national eapital movements, but no member may exercige
these controls in a manner which will restrict payments
for current transactions dr which will unduly delay trans-
fers of funds in settlement of commitments, exeept as
provided in Article VII, Section 3 (b), and in Article
XIV, Section 2.

Article VII. Scarce Currencies

SecTION. 1. Generdl scarcity of currency.—If the Fund
finds that a general scarcity of a particular currency is
developing, the Fund may so inform members and may

- issue a report setting forth the causes of the scarcity and
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14 INTERNATIONAL MONETARY FUND

containing recommendations designed to bring it to an
‘end. - A representative of the member whose currency is
involved shall participate in the preparation of the report.

" Src. 2. Measures to replenish the Fund’s holdings of
scarce currencies—The Fund may, if it deems such action
appropriate to replenish its holdings of any member’s cur-
rency, take either or both of the following steps:

(i) Propose to the member that, on terms and eon-
ditions agreed between the Fund and the member,
thé latter lend its currency to the Fund or that,
with the approval of the member, the Fund borrow
such currency from some other source either within
or outside the territories of the member, but no
member shall be under any obligation to make such
loans to the Fund or to approve the borrowing of
its currency by the Fund from any other source.

(ii) Require the member to sell its currency to the Fund
for gold. )

Skc. 3. Scarcity of the Fund’s holdings—(a) If it be-
comes evident to the Fund that the demand for a mem- °
ber’s currency seriously threatens the ¥und’s ability to
‘supply that curtrency, thé Fund, whether or-not it has
issued a report under Section 1 of this Article, shall
formally declare such enrrency mearce and shall thence-
forth apportion its existing and accruing supply of the
gearce currency with due regard to the relative.needs of
members, the general international economic situation,
and any other pertinent eonsidérations. The Fund shalt
also issue a report concerning its action.

(b) A formal declaration under (a) above shall oper-

- ate as an authorization to any member, after consultation
with the Fund, temporarily to impose limitations on the
freedom of exchange operations in the scarce currency.
Subject to the provisions of Article IV, Sections 3 and 4,
the member shall have complete jurisdiction in deter-
mining the nature of such limitations, but they shall be
no more restrictive than is necessary to limit the demand
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VII, SCARCE CURRENCIES 15 -

{or the scarce currency to the supply held by, or aceruing
to, the member in question; and they shall be rela.xed and
removed as rapidly as conditions permit.

(¢) The authorization under (b) above ghall explre
whenever the Fund formally declares the currency in
question to be no longer searece.

Sec. 4. Admenistration of restricitons —Any ‘member
imposing restrictions in respect ,of the. currency of any
other member pursuant to the provisions of Section 3 (b)
of this Article shall give sympathetic consideration to
any representations by the other member regardmg the
administration of such restrictions.

~8ec. 5. Effect of other imternational agreeme'nts on
restrictions.—Members agree not to invoke the obliga-
tions of any engagements entered into with other mem-
bers prior -to this Agreement in such a manner as will
prevent the operation of the provisions of this Article.

Article VIII Gleneral Obligatlons of Members

Becrion 1. Imtroduotwn.——ln addition to the. obliga-
tions assumed under other articles of this Agreement
each member undertakes the obligations set out in this -
Article,

Skc. 2. Avoidance of restrictions on current payments.—
(@) Subjeet to-the provisions of Article :VII, Section
3 (b), and Article XTIV, Section 2, no member shall, with-
out the approval of the Fund, impose restrictions on the
making of payments and transfers for current mterna-
tional transactions.

(b) Exchange contracts which involve the currency of
any member and which are contrary to the exchange con-
trol regulations of that member mairitained or imposed
consmtently with this Agtreement shall be unenforceable
in the territories of any member. In addition, members
may, by mutual accord, co-operate in measures for the
purpose 6f making the exchange contrel regulations of
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16 INTERNATIONAL MONETARY- FUND

either meémber more éffective, provided that such meas-
ureés and regulations are consistent with this'Agreement.

Sec. 3. Avotdance of dzscmmmatory c%wrency prac-
tices—No member shall engage in, or permit any of its
fiscal agencws referred to in Article V, Section 1, to
engage in, any diseriminatory currency arrangements or
multiple currency prittices except as authorized under
this Agreement or approved by the Fund. If such
arrangements and practices are engaged in at the date
when this Agreement enters into foree the thember con-
cerned shall consilt with the Fund as to their progressive
removal unless they are maintained or imposed under
Artiele X1V, Section 2, in which case the provisiong of

. Section 4 of that Article.shall apply.

- Sec. 4. Conwertibility of foreign-held balances —{(a)
Each member shall buy balances of .its currency held by
another member if the latter, in requesting the purchase,
represents

(i) ‘that the balances to be bought have heen recently
acquired as a result of current transactions; or
(i) that their conversion is needed for makmg payments

for current transactions.

The buying member sHHll- have the option to pay either in

“the curi'ertcy of the merﬁber making the request or in

gold, 7 ¢ ‘
(&) The obhgatw]_ in (a) above shall not apply

@) ‘when the convertibility of the balanees -has been
_ restricted consistently with Section 2 of this Article,
or Article VI, Section 3; or _
(ii) when the balances have accumulated as a result of
transactions effected before the removal by a mem-

ber of restrictions mamtamed or imposed under
Article XTIV, Section 2; or

(iii) when the balances have been acquired contrary to
the exchange regulations of the member which is
asked to buy them; or
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VIII. GENERAL OBLIGATIONS OF MEMBERS 17

(iv) when the currency of the member requesting the
purchase has been declared scarce under Article
VII, Section 3 (a); or

(v) when the member requested to make the purchase
iy for any reason not entitled to buy currencies of
other members from the Fund for its own eurrency.

Sec. 5. Furnishing of information—(a) The Fund

' may require members to furnish it with such information
as it deems necessary for its operations, meludmg, as
the minimum necessary for the effective discharge of the

Fund’s duties, national data on the following matters:

(1) Official holdmgs at home and abroad, of (1) gold
(2) foreign exchange.

(ii) Holdings at home and abroad by banking and finan-
cial agencies, other than official agencies, of (1)
gold, (2) foreign exchange. '

(iii) Production of gold. :

" (iv) Gold exports and imports according to eountrles of

i destination .and origin.

(v) Total exports and imports of merchandise, in terms
of local currency valués, according to eountries of
destination and origin. '

(vi) International balance of payments, including (1)
trade in goods and services, (2) gold transactions,
(3) known ecapital transactions, and (4) other

. ifems,

(vii) International investment position, ¢. e., investments
within the territories of the member owned abroad
and investments abroad owned by persons in its
territories so far as it is possible to furnlsh 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 forelgn currencies.

- 63126H°—40-—— g
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18 INTERNATIONAL MONETARY FUND

(xi) HExchange. controls, 1. e., a comprehensive statement
' of exchange controls in effect at the time of assum-
ing membership in the Fund and details of sub-

- sequent changes as they occur.

(xii) Where official clearing arrangements exist, details

: of amounts awaiting clearanéee in respect of com-
"mercial and financial transactions, and of the length
of time during whlch such arrears have been out-
‘standing.

(5) 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 sueh defail that the affairs of
individuals or corporations are disclosed. Members un-
dertake, however, to furnish the desired information in as
detailed and aceurate a manner as is'practicable, and, so
far as possible, to avoid mere estimafes.

(¢) The Fund may arrange to obtain further informa-
tion by agreement with members. It shall act as a centre
for the collection and exchange of information on mone-
‘tary and financial problems, thus facilitating the prepa-
ration. of studies degigned to assist members.in develop-
ing policies which further the purposes of the Fund.

SEc. 6. Consultation between members regarding exist-
ing international agreements—Where under this Agree-
ment a member is authorized in the special or temporary
circumstances specified in the Agreement to maintain or
establish restrictions on exchange transactions, and there,
are other engagements between members entered into prior
to this Agreement which conflict with the application of
such restrictions, the parties to such engagements will con-
sult with one another with a view to making sueh mutually
acceptable adjustments as may.be necessary. The pro-
visions of this Article shall be without prejudice to the
operation of Article VII, Section 5.
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Article IX, Btatus, Immunities and Privileges

Srorion - 1. Purpose of Article—To enable the Fund

- to fulfill the funections with which it is entrusted, the

status, immunities and privileges set forth in this Article

shall be aceorded to the Fund in the territories of each
member.

Sec. 2. Status of the Fund.—The Fund shall poséess
full juridical personslity, and, in particular, the capacity
(i) to contract;

(11) to acquire and digpose of mﬁmovable and movable

property ;

(m) to institute legal proceedmgs

- 8z0. 3. Immunity from judicial process.—The Fund,
its property and its assets, wherever located and by whom—
goever 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 proceedlngs or
by the terms of any contract. -

" BEc. 4. Immunity from other action.'—hProperty and
agsets of the Fund, wherever locdtédd and by whomsoever
held, shall be immune from search, requisition, coiifisea-
tion, expropriation or any other form of seizure by ex-
ecutive or legislative action.

Sgc. 5. Immunity of archives—The archives of the
Fund shall be inviolable. :

‘Src. 6. Freedom of assets from 'restrictioias.——fl‘o the
extent necessary to carry out the operations provided for
in this Agreement, all property and assets of the Fund
shall be free from restrictions, regulations, controls and
moratoria. of any nature. .

8Ec. 7. Privilege for communications—The official
communications of the Fund shall be accorded by mem-
bers the same treatment as the oﬁelal communications of
other members,
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20 INTERNATIONAL MONETARY FUND

Sec. 8. Immunities and privileges of officers and em-
plogees—All governors, executive directors, alternates,
officérs and employees of the Fund

" (i) shall be immune from legal process with respect to
acts performed by them in their official eapacity
except when the Fund waives this immunity;

(ii) not being local nafionals, shall be granted the same
immunities from Immigration restrictions, alien
registration requirements and national service obli-
gations and the same facilities as regards exchange
restrictions as are: accorded by members to the rep-
resentatives, officials, and employees of compalable
rank of other members;

(iii) shall be granted the same treatment in respect of
traveling facilities as is accorded by members to
representatives, officials and employees of compa—
rable rank of other members. .

Skc. 9. Immunities from tazation.—(a) The Fund, its
assets, property, income and its operations and transac-
tions authorized by this Agreement, shall be immune
from "all taxation and from all customs duties, The
Fund shall also be immune from liability for ‘the collee-
tion or payment of any$ax or duty.

(b) No tax shall beilevied on or in respect of salaries
and emoluments paid by the Fund to executive directors,
alternates, officers. or employees of the Fund whe are not
local citizens, local subjects, or other local nationals,

(¢) No taxation of any kind shall be levied ‘on any ob-
ligation or security issucd by the Fund, including any
dividend or interest thereon, by whomsoever held .

(1) which diseriminates against such obligation or se-
curity solely because of its origin; or

(ii) if the sole jurisdictional basis for such taxation is
the place or currency in which it is issued, madé
payable or paid, or the location of any office or place
of business maintained by the Fund.
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IX. 8TATUS, IMMUNITIES AND PRIVILEGES 21

Src. 10. Application of Article—Each member shall
take such action as is necessary in its own territories for
the purpose of making effective in terms of its own law
the prineiples set forth in-this Article and shall inform
the Fund of the detailed action which it has taken.

Article X. Relations with Other International Organizations

The Fund shall cooperate within the terms of this
Agreement with any general international organization
and with publiec infernational organizations baving spe-
cialized responsibilities in related fields. Any arrange-
ments for such cooperation which would involve a modi-
fication of any provision of this Agreement may be
effected only after amendment to this Agreement under
Article XVII.

Article XI. Relations with Non-member Countries

SrcrioN 1. Undertakings regarding relations with non-

member countries—Each mémber undertakes:

(i) Not to engage in, nor to permit any of its fiscal
agencies referred to in Article V, Section 1, to.en-
gage in, any ftransactions with a non-member or
with persons in a mon-member’s territories which
would be contrary to the provisions of this Agree-
ment or the purposes of the Fund;

(i) Not to cooperate with a non—member or with per-
gons in a non-member’s territories in practices
which would be contrary to the provisions of this -
Agreement or the-purposes of the Fund; and

(iii) To cooperate with the Fund with a view to the ap-
plication in its territories of appropriate measures
to prevent transactions with non-members or with

" persons in their territories which would be contrary
to the provisions of this Agreement or the purposes
of the Fund.

Sgc. 2. Restrictions on transactions with non-member
couniries.—Nothing in this Agreement shall affect the
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right of any member to impose restrictions on exchange
transactiong 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 :

Art1cle XTT, O:ganization and Management

SectioN ‘L. Structute of the Fund—The Fund shall
have a Board of Governors,. Executive Directors, a Man-
aging Dlrector and a staff.

Bec. 2. Board of Govemors —(a) All powers of the
Fund shall be vested in the Board of Governors, eon-
sisting of one governor and one alternate appointed by
. each member in such manner as it may determine. Each
governor .and each alternate shall serve for five years,
subject to the pleasure of the member appointing -him,
and may be reappointed. No alternate may vote except
in the absence of his principal. The Board shall select
one of the governors as chairman.

(b) The Board of Governors may delegate to the
Executive Directors authority to exercise a:ny powers of
the Board, except the power to:

(i) Admit new members and determine ﬁle conditions
of their admission.

(ii) Approve a revision of quotas.

(iii) Approve a uniform change in the par value of the
currencies of all members. :

(iv) Make arrangements to cooperate -with other inter-
national organizations (other than informal ar-
rangements of a temporary or admlmstratlve char-
acter).

(v) Determine the distribution of the net income of the
Fund.

(vi) Require a member to withdraw.

(vii) Decide to liquidate the Fund.
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(viid) Declde appeals from interpretations of this ‘agree-
ment given by the Executive Directors.

(¢) The Board of Governors shall hold an annual meet-
ing and such other meetings as may be provided for by
the Board or called by the Executive Directors. Meet-

.ings of the Board shall be called -by-the Directors when-
ever requested by five members or by members having
one—quarter of the total voting power. _

'(d) A quorum for any meeting of the Board of G'rov-
ernors shall be a majority of the governors exercising
not less than two-thirds of the total voting power. ~

(e) Each governor shall be entitled to cast the number
of votes allotted under Section 5 of this Article to the
member ‘appointing him.

(H The Board of Governors may by regulatmn estab—

lish a procedure whereby the Executive Directors, whén
they deem such action to be in the best interests of the
Fund, may obtain a vote of the governors on a specific
questmh without calling a meeting of the Beard.
" {g) The Board of Governors, and the Executive Direc-
tors to the extent authorized, may adopt such rules and
regulations as may be necessary or appropriate to con-
duct the business of the Fund. -

(k) Governors and alternates sha.ll serve as such with-
out ecompensation from the Fund, but the Fund shall pay
them reasonable expenses mcurre_d in attending meetings.

(¢) The Board of Governors shall determine the remu-
neration to be paid to the Exeeutive Directors and the
saIary and terms of the contract of service of the Manag-
ing Director.

Sec. 3. Ezxecutive Directors—{(a) The Executwe Diree-
torg shall be responsible for the conduct of the general
operations of the Fund, and for this purpose shall exer-
cise all the powers delegated to them by the Board of Gov-
€rnors.

(b) There shall be not less than twelve dlrectors who
need not be govérnors, and of whom
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(i) five ghall be appointed by the five members having
the largest quotas;

(i1) not more than two shall be appointed when the pro-
visions of (¢) below apply}

(iii) five shall be elected by the members not entitled to
appoint directors, other than the American Repub-
lics; and

(iv) two shall be elected by the Amerman Repubhes not
entitled to appoint directors.

For the purposes of this paragraph, members means gov-
ernments of countries whose names are set forth in Sched-
ule A, whether they become members in accordance with
Article XX or in accordance with Article IT, Section 2.
‘When governments:of other countries become members,
the Board of Governors may, by a four-fifths majority of
the total voting power, increase the number of directors to
be elected.

(¢) I, at the second regular election of directors and
thereafter, the’ members entitled to appoint directors un-
der (&) (1) above do not include the two members, the
holdings of whose eurrencies by the Fund have been, on
the average over the preceding two years, reduced below
their quotas by the largest absolute amounts in terms of
gold as a common denominator, either one or both of
such members, as the case may be, shall be entitled to ap-
point a director., :

- (d) Subject to Article XX, Section 3 (b) elections of
elective directors shall be eonducted at intervals of two
years in aecordanee with the provisions of Schedule C,
supplemented by such regulations as the Fund deems
appropriate. Whenever the Board of Governors increases
the number of direetors to be elécted under (&) above, it
shall issue regulations making appropriate changes in the
proportion of votes required to elect directors under the
provisions of Schedule C.

(e) Each director shall appoint an alternate with full
power to act for him when he is not present. When the
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directors appointing them are present, alternates may
participate in meetings but may not vote. »

(f) Directors shall continue in office until their suec-
cessors are appointed or elected. If the office of an
elected director becomes vacant more than ninety days
before the end of his term, another director shall be
elected for the remainder of the term by the members
who elected the former director. 'A majority of the votes
east shall be required for election. While the office
remains vacant, the alternate of the former direetor shall
exercise his powers, except that of appointing an
alternate. ,

(g) The Executive Directors shall funetion.in eontinu-
ous session at the principal office of the Fund and shalil
meet as often as the business of the Fund may require,

(%) A quorum for any meeting of the Fxecutive Direc-
tors shall be a majority of the directors representing not
less than one-half of the voting power.

(¢) Each appointed director shall be entitled to caqt
the number of votes allotted under Section 5 of this
. Article to the member appointing him. Kach elected
director shall be entitled to cast the number of votes
which counted towards his election. "When the provisions
of Section 5 (b) of this Article are applicable, the votes
which a director would otherwise be entitled to cast shall
be increased or decreased correspondingly. All the votes
which a director is entitled to cast shall be ecast as a unit.

(4) The Board of Governors shall adopt regulations
under which a member not entitled to appoint a director
under (b) above may send a representative to attend any
meeting of the Executive Directors when a request made
by, or a matter particularly affecting, that member is
under consideration.

(k) The Executive Directors may appoint such com-
mittees as they deem advisable. Membership of com-

mittees need not be limited to governors or direetors or
their alternates.
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Sec. 4. Managing Director and staff —{a) The Execu-
‘tive Directors shall seleet a Managing Director who shall
not be a governor or an executive director. The Manag-
ing Director shall be chairman of the Executive Diree-
tors, but shall have no vote except a deciding vote in case
of an equal division. . He may participate in meetings
of the Board of Governors, but shall not vote at such
meetings. The Managing Director shall cease to hold
office when the Executive Directers so decide.

(b) The Managing Director shall be chief of the oper-
ating staff of the Fund and shall conduct, under the
direction of the Executive Directors, the ordinary busi-
ness of the Fund. Subject to the general control of the
Executive Directors, he shall be responsible for the organ-
ization, appomtment and dismissal of the staff of the
Fund.

(¢) The Managing Direetor and the staff of the Fund,
in the discharge of their functions, shall owe their duty
entirely to the Fund and to no other authority. Each
member of the Fund shali respect the international char-
acter of this duty and shall refrain from all attempts to
influence any of the staff in the discharge of his funetions.

(d) In appointing the staff the Managing Director
shall, subject to the paramount importance of securing
the highest standards of efficiency and of technieal com-
petence, pay due regard to the importance of recruiting

_personnel on as wide a geographical basis as possible.

Seo. 5. Voting—(a) Each member shall have two hun-
dred fifty votes plus one additional vote for each part of
its quota equivalent to one hundred thousand United °

" States dollars.

(b) Whenever voting is required under Article V,
Section 4 or 5, each member shall have the number of
votes to whieh it is entitled under (a) above, adjusted

(i) by the addition of one vote for the equivalent of each
four hundred thousand Unifed States dollars of net
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gales of its currency up to the date when the vote is
taken, or -

(ii) by the subtraction of one vote for the equivalent of
each four hundred thousand United States dollars
of its net purchases of the currencies of other mem-
bers up to the date when the vote is taken;

provided, that neither net purchases nor net sales shall
be deemed at any time to exceed an amount equal to. the
quota of the member involved.

(¢) For the purpose of all computatlons under this
Section, United States dollars shall be deemed to be of
the weight and fineness in effect on July 1, 1944, adjusted
for any uniform change under Article IV Sectlon 7, if
a waiver is made under Section 8 (d) of that Article.

(d) Except as otherwise specifically provided, all de-
cisions of the Fund shall be made by a maJorlty of the
votes cast.

Sec. 6. Distribution of nét mcome.——(a) The Board
of Governors shall determine annually what part of the
Fund’s net income shall be placed to reserve and what
part, if any, shall be distributed. -

(b) If any distributicn is made, there shall first be
distributed a two percent non-cumulative payment to
.each member on the amount by which seventy-five per-
cent of its quota exceeded the Fund’s average holdings
of its currency during that year. The balance shall be
paid to all members in proportion to their quotas. Pay-
ments to each member shall be made in its own currency.

Sec. 7. Publication of reporis.—(a) The Fund shall
publish an annual report containing an audited state-
ment of its accounts, and shall issue, at intervals of ‘three
months or less,”a summary statement of its transactions
and its holdings of gold and currencies of members,

(b) The Fund may publish such other reports as it
deems desirable for carrying out its purposes,
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See. 8. Communication of views to wmembers.—The
Fund shall at all times have the right to ecommunicate its
views informally to any member on any matier arising
under this Agreement. The Fund may, by a two-thirds
majority of the total voting power, deeide to publish a re-
port made to a member regarding its monetary or eco-
nomic conditions and developments which directly tend
to produce a serious disequilibrium in the international
balance of payments of members. If the member is not
entitled to appoint an executive director, it shall be en-
titled to representation in accordance with Section 3 (4)
of this Article. The Fund shall not publish .a report in-
volving changes in the fundamental structure of the eco-
nomie organization of members.

Article XTIT. Offices and Depositories

-BectioN 1. Loeation of vffices—The principal office of
the Fund shall be located in the territory of the member
having the largest quota, and agencies or branch offices
may be established in the territories of other members.

Skc. 2. Depositories.—(a) Each member country shall
designate its central bank as a depository for all the
Fund’s holdings of its eurrency, or if it has no ecentral
bank it shall designate such other institution as may be
aceeptable 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 deposi-
tories as the Fund may select. Initially, at least one-
half of the holdings of the Fund shall be held in the
depository designated by the member in whose terri-
tories the Fund has its principal office and at least forty
percent shall be held in the depositories designated by
the remaining four members referred to above. How-
ever, all transiers of gold by the Fund shall be made with
due regard to the costs of transport and anticipated re-
quirements of the Fund. In an emergency the Executive
Directors may transfer all or any part of the Fund’s gold
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holdings to any place where they can be adequately pTO-
tected.

Skc. 3. Guarantee of the Fund’s assets.—Each member
guarantees all assets of the Fund against loss resulting
from failure or default on the part of the depomtory
designated by it.

Article XIV, Transitional Period

SecrioN 1. Introduction—The Fund is not intended to
provide facilities for relief or reconstruction or to deal with
international indebtedness arising out of the war.

Sec. 2. Exchange restrictions.—In the post-war transi-
tional period members may, notwithstanding the pro-
visions of any other articles of this Agreement, maintain
and adapt to changing circumstances (and, in thé case
of members whose territories have been occupied by the
enemy, introduce where necessary) restrictions on pay-
ments and transfers for corrent international {ransac-
tions. 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
‘all possible measures to develop such commercial and
financial arrangements with other members as will facil-
itate international payments and the maintenance of
exchange stability. In particular, members shall with-
draw restrictions maintained or imposed under this Sec-
tion as soon as they are satisfied that they will be able,
in the absence of such restrictions, to settle their balance
of payments in a manner which will not unduly encumber
their access to the resources of the Fund.

Sec. 3. Notification to the Fund—Each member shall
notify the Fund before it becomes eligible under Article
XX, Section 4 (¢} or (d), to buy currency from the
Fund, whether it intends to avail itself of the transitional
arrangements in Section 2 of this Article, or whether it is
prepared to accept the obligations of Article VIII, Sec-
tions 2, 3, and 4. A member availing itself of the transi-
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tional arrangements shall notify the Fund as soon there-
after ag it is prepared tomaccept the above-mentioned
obligations.

Sec. 4. Action of the Fund relating to restrictions.—
Not later than three years after the date on which the
Furid 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, shall consult the
Fund as to their further retention. The Fund may, if it
deems such action necessary in exceptional eircumstances,
make representations to any member that conditions are
favorable for the withdrawal of any particular restriction,
or for the general abandonment of restrictions, incon-
sistent 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 restrictions which
are inconsistent with the purposes of the Fund, the
member shall be subject to Article XV, Section 2 (a).

Sec. 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 adjust-
ment and in making decisions on requests occasioned
thereby which are presented by any member it shall give
the member the benefit of any reasonable doubt.

Article XV, Withdrawal from Membership

SrcTION 1. Right of members to withdraw.~—Any member
may withdraw from the Fund at any time by trans-
mitting a notice in writing to the Fund at its principal
office. Withdrawal shall become effective on the date
such notice is received.

SEc. 2. Compulsory withdrawal.—(a) If a member fails
to fulfill any of its obligations under this Agreement, the
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Fund may declare the member ineligible to use the re-

_gources 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.

(b) If, after the expiration of a reasonable perlod the
member persists in its failure fo fulfill any of its obliga-
tions under this Agreement, or a difference between a
member and the Fund under Article IV, Section 6, con-
tinues, that member may be required to withdraw from
membership in the Fund by a decision of the Board of
Governors carried by a majority of the governors repre-
senting a majority of the total voting power. -

(¢) Regulations shall be adopted to ensure that before
action is taken against any member under (a) or (&) -
above, the member shall be informed in reasonable time of
the complaint against it and given an adequate oppor-
tunity for stating its case, both orally and in writing.

Skc. 3. Settlement of accounts with members withdraw-
ing.—When a member withdraws from the Fund, normal
transactions of the Fund in its currency shall cease and
settlement of all accounts between it and the Fund shall
be made with reasonable despatch by agreement between
it and the Fund. If agreement is not reached promptly,
the provisions of Schedule D shall apply to the settlement
of aceounts

Article XVI. Emergency Provisions

SectioN 1. Temporary suspension.—(a) In the event of
an emergency or the development of unforeseen circura-
stances threatening the operations of the Fund, the Exec-
utive Directors by unanimous vote may suspend for a
period of not more than one hundred twenty days the
operation of any of the following provisions:

- (i) Article IV, Sections 3 and 4 (d).

(ii) Article V, Sections 2, 3, 7, 8 (&) and (f).
(iii) Article VI, Section 2.
(iv) Article XTI, Seection 1.
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(b) Simultaneously with any decision to suspend the
operation of any of the foregoing provisions, the Exeeu-
tive Directors shall call a meeting of the Board of Gov-
ernors for the earliest practicable date.

(¢) The Executive Directors may not extend any sus-
pension beyond one hundred twenty days. Such suspen-
sion may be extended, however, for an additional period
of not more than two hundred forty days, if the Board of
Governors by a four-fifths majerity of the total voting
power so decides, but it may not be further extended
except by amendment of this Agreement pursuant to
Article XVIL.

(d) The Executive Directors may, by a majofity of the
total voting power, terminate such suspension at any
time. .

Sec. 2. Inquidation of the Fund.—(a) The Fund may
not be liguidated except by decision of the Board of
Governors. In an emergeney, if the Executive Directors
decide that liquidation of the Fund may be necessary,
they may temporarily suspend all transactions, pending
decision by the Board. '

(b) 1If the Board of .Governors decides to liguidate
the Fund, the Fund shall forthwith cease to engage in
any activities except those incidental to the orderly eol-
leetion and liquidation of its assets and the settlement
of its liabilities, and~all obligations of members under
this Agreement shall cease except those set out in this
Article, in Article XVIII, paragraph (¢), in Schedule D,
paragraph 7, and in Schedule E.

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

Article XVII, Amendments

(a) Any proposal to introduce modifications in this
Agreement, whether emanating from a member, a gover-
nor or the Executive Directors, shall be communicated
to the chairman of the Board of Governors who shall
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bring the proposal before the Board. If the proposed
amendment is approved by the Board the Fund shall, by
eircular letter or telegram, ask all members whether they
aceept the proposed amendment. When fhree-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 communieation addressed to
all members,

(b) Notwithstanding '(a) above, acceptance by all
members is required in the case of any amendment modi-
fying

(1) the right to withdraw from the Fund (Article XV,
Section 1) ;

(ii) the provision that no change in a member’s quota
shall be made without its consent (Article IIT,
Section 2);

(iii) the provision that no change may be made in the
par value of a member’s currency except on the
proposal of that member (Artlcle IV, Section’
5 (8)).

(¢) Amendments shall enter into foree for all mem-
bers three months after the date of the formal commu-
nication unless a shorter period is speclﬁed in the circular
letter or telegram.

Article XVITI, Interpretation

(a) Any question of inferpretation of the provisions of
‘this Agreement arising between any member and. the
Fund or between any members of the Fund shall be sub-
mitted to.the Executive Directors for their decision. If
the question particularly affects any member not en-
titled to appoint an executive director it shall be entitled
to representation in accordance with Article XII, See-
tion 3 (J).

(b) In any case where the Kxecutive Directors have
given a decision under (a) above, any member may
require that the question be referrved to the Board of
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Governors, whose deeision shall be final. Pending the
result of the reference to the Board the Fund may, so
far as it deems necessary, act on the basis of the decision
of the Executive Directors.

(¢) Whenever a disagreement arises between the Fund-
and a member which has withdrawn, or between the Fund
and any member during liguidation of the Fund, such
disagreement shall be submitted to arbitration by a
tribunal of three arbitrafors, ofie appointed by the Fund,
another by the member or withdrawing member and an
umpire who, unless the parties otherwise agree, shall be
appointed by the President of the Permanent Court of
International Justice or such other authority as may
have been prescribed by regulation adopted by the Fund.
The umpire shall have full power to settle all questions
of procedure in any case where the parties are in dis-
agreement with respect thereto. “

Article XITX, Explanation of Terms

In inferpreting the provisions of this Agreement the
Fund and its members shall be guided by the following:

(@) A member’s monetary reserves means its net of-
ficial holdings of gold, of convertible currencies of other
members, and of the currencies of such non-members as
the Fund may specify.

(b) The official holdings of a member means central
holdings (that is, the holdings of its Treasury, central
bank, stabilization fund, or similar fiseal agency).

(¢) The holdings of other official institutions or other
banks within its territories may, in any particular case,
be deemed by the Fund, after consultation with the mem-
ber, to be official holdings to the extent that they are
substantially in excess of working balances; provided that
for the purpose of determining whether, in a particular
case, holdings are in excess of working balances, there
shall be deducted from such holdings amounts of cur-
rency due fo official institutions and banks in the terri-
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tories of members or non-members speclﬁed under (d)
below

(d) A member’s holdings of convertible currencies
means its holdings of. the currencies of other members
which are not availing themselves of the transitional
arrangements under Article XTV, Section 2, together
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
coing, paper money, bank balances, bank acceptances,
and government obligations issued with a maturity not
exceeding twelve months. '

(¢) A nmiember’s monetary reserves shall be calculated
by deducting from its eentral holdings the ecurrency lia-
bilities to the Treasuries, central banks, stabilization.
funds, or similar fiscal agencies of other members or non-
members specified under (d) above, together with sim-
ilar liabilities to other official institutions and other
banks in the ferrifories 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 instifutions and other banks under (¢) above.

(f) The Fund’s holdings of the currency of a member
shall include any securities aceepted by the Fund under
Artiele ITI, Section 5.

(g) The Fund, after consultafion with a member which
is availing itself of the transitional arrangements under -
Article XTIV, Seetion 2, may deem holdings of the cur-
rency of that member which ecarry specified rights of
conversion into another currency or into gold to be hold-
ings of convertible currency for the purpose of the
calenlation of monetary reserves.

(k) For the purpose of caleulating gold subscriptions
under Article II1, Section 3, a member’s net official hold-
ings of gold and United States dollars shall eonsist of its
official holdings of gold and United States currency after
deducting central holdings of its currency by other eoun-
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tries and holdings of its currency by other official insti-
tutions and other banks if these holdings carry specified
rights of conversion into gold or United States currency.

(¢) Payments for current transactioﬁs means pay-
ments which are not for the purpose of transferring
capital, and includes, without limitations: '

(1) All payments due in connection with foreign trade,
other current business, ineluding services, and nor-
mal short-term banking and credit faeilities;

(2) Payments due as interest on loans and as net in-
come from pther investments;

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

(4) Moderate remittances for family living expenses.

The Fund may, after consuliation with the members
concerned, determine whether cerfain specific transac-
tions are to be considered current transacfions or capital
transactions.

Article XX. Final Provisions

SectioN 1. Entryinto force—This Agreement shall enter
into force when it has been signed on behalf of govern-
ments having sixty-five percent of the total of the quotas
set forth in Schedule A and when the instruments re-
ferred to in Section 2 (a) of this Article have been de-
posited on their behalf, but in no event shall this Agree-
ment enter into force before May 1, 1945.

Sec. 2. Signature—(a) Kach government on whose
behalf this Agreement is signed shall deposit with the
Government of the United States of Amerieca an instron-
ment setting forth that it has accepted this Agreement
in aeccordance with its law and has taken all steps neces-
sary to enable it to carry out all of its obligations under
this Agreement.

(b) Each government shall become a2 member of the
Hund as from the date of the deposit on its behalf of the
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instrument referred to in (a¢) above, except that no gov-
ernment shall become a member before this Agreement
enters into force under Section 1 of this Article.

(¢) The Government of the United States of Amer-
ica shall inform the governments of all eountries whose
names are set forth in Schedule A, and all governments
whose membership is approved in accordance with Article
11, Section 2, of all signatures of this Agreement and of
the deposit of all instruments referred to in (a) above.

(d) At the time thig Agreement is signed on its behalf,
each government shall transmit to the Government of the
United States of America one one-hundredth of one per-
cent of its fotal subseription in gold or United States
dollars for the purpose of meeting administrative ex-
penses of the Fund. The Government of the United
States of Ameriea shall hold such funds in a special de-
posit 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 Agree-
ment has not come into force 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 coun-
tries whose names are set forth in Schedule A until De-
cember 31, 1945. :

(f) After December 31, 1945, this Agreement shall be
open for signatGre on behalf- of the government of any
country whose membership has been-approved in aceord-
ance with Article IT, Section 2.

(¢) By their signature of this Agreement, all govern-
ments accept it both on their own behalf and in respect
of all their colonies, overseas territories, all terrifories
under their protectmn, suzerainty, or authorlty and all
territories in respect of which they exercise a mandate.

(k) In the case of govérnments whose metropolitan
territories have been under enemy occupation, the deposit

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



38 INTERNATIONAL MONETARY FUND

of the instrument referred to in (a) above may be delayed
until one hundred eighty days after the date on which
these territories have been liberated. If, however, it is
not deposited by any such government before the expira-
tion of this period the signature affixed on behalf of that
government shall become void and the portion of its sub-
scription paid under (d) above shall be returned to it.

(i) Paragraphs (d) and (k) shall come into force
with regard to each signatory government as from the
date of its signature.

Src, 3. Inauguration of the Fund.—(a) As soon as this
Agreement 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 meet-
ing of the Board of Governors. _

(d) At the first meeting of the Board of Governors,
arrangements shall be made for the selection of pro-
visional executive directors. The governments of the five
countries for which the largest quotas are set forth in
Schedule A shall appoint provisional executive direetors.
If one or more of sueh governments have not become
members, the executive directorships they would be en-
{itled fo fill shall remain vacant until they become mem-
bers, or until January.l, 1946, whichever is the earlier.
Seven provisional executive 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 as soon as
practicable after January 1, 1946,

(¢) The Board of Governors may delegate to the pro-
vigional executive directors any powers except those
which may not be delegated to the Executive Directors.

SEc. 4. Initial determination of por values.—(a) When
the Fund is of the opinion that it will shortly be in a
position to begin exchange transactions, it shall so notify
the members and shail requést each member to commmuni-
cate within thirty days the par value of its eurrency based
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on the rates of exchange prevailing on the sixtieth day
" before the entry into force of this Agreement. No mem-
ber whose metropolitan territory has been occupied by
the enemy shall be requlred to make such a communica-
tion 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 provisions of (d) below shall apply.

() 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, (i) the member notifies the Fund that it regards
the par value as ungatisfactory, or (ii) the Fund notifies
the member that in its opinion the par value cannot be
maintained without causing recourse to the Fund on the
part of that member or others on a scale prejudicial to
the Fund and to members. ~When notification is given
under (i) or (11} above, the Fund and the member shall,
within a period determined by the Fund in the light of all
relevant circumstances, agree upon a suitable par value
for that currency. If the Fund and the member do not
agree within the period so determined, the member shall
be deemed to have withdrawn from the Fund on the date
when the period expires.

(¢) When the par value of a member’s currency hasg
been established under (d) above, 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.

(d) In the case of a member whose metropolitan ter-
ritory has been occupied by the enemy, the provisions of
(b) above shall apply, subject to the following modifica-
tions:
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(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.

(i) Within the extended period the member may, if the
Fund has begun exchange transactiong, buy from the
Fund with its currency the currencies of other

" members, but only under such conditions and in
such amounts as may be prescribed by the Fund.
(iii) At any time before the date fixed under (i) above,
changes may be made by agreement with the Fund
in the par value communicated under (a) above.

(¢) I a member whose metropolitan territory has
been occupied by the enemy adopts a new monetary unit
before the date to be fixed under (d) (i) above, the par
value fixed by that member for the new unit sghall be
communicated to the Fund and the provisigns of (d)
sbove shall apply. .

() Changes in par values agreed with the Fund under
this Section shall not be taken into account in determin-
ing whether a proposed change falls within (i), (i}, or
(iii) of Article IV, Section 6 (¢).

(g) A member communicating to the Fund a par value
for the currency of its metropolitan territory shall simul-
taneously communieate a value, in terms of that currency,
for each separate currency, where such exists, in the
territories in respect of which it has accepted this Agree-
ment under Section 2 (¢) of this Article, but no mem-
ber shall be required fo make a ecommunication for the
separate currency of a territory which has been occupied
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 communi-
cated, the Fund shall compute the par value of each sep-
arate currency. A communication or notification to the
Fund under (a¢), () or (d) above-regarding the par
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value of a currency, shall also be deemed, unless the con-
trary is stated, to be a communieation or notification re-
‘garding the par value of all the separate currencies re-
ferred to above. Any member may, however, make a
communieation or notification relating to the metropoli-
tan or any of the separate currencies alone. If the mem-
ber does so, the provisions of the preceding paragraphs
(including (d) above, if a territory where a separate
currency exigts has been occupied by the enemy) shall
apply to each of these currencies separately.

(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 quotas set forth in
Sehedule A have become eligible, in accordance with the
preceding paragraphs of this Section, to purchase the cur-
reneies of other memhers, but in no event until after
major hostilities in Europe have ceased. '

(¢) The Fund may postpone exchange transactions
with any member if its ¢ircumstances are such that, in
the opinion of the Fund, they would lead to use of the
resources of the Fund in a manner contrary to the pur-
poses of this Agreement or prejudicial to the Fund or
the members.

() The par values of the currencies of governments
which indicate their desire to become members after De-
cember 31, 1945, shall be determined in accordance with
the provisions of Article 11, Section 2.

Done at Washington, in a single copy which shall re-
main deposited in the archives of the Government of the
United States of America, which shall transimit certified
copies to all governments whose names are set forth in
Schedule A and to all governments whose membership is
approved in accordance with Article 11, Section 2.
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Schedule A. Quotas
: [In milHone of Unlted States dollars]
Australia 200 Iran —- 25

Belgium 295  Irag . 8
Bolivia_ 10  Liberia .5
Brazil —- - 150 Luxembourg ______.____. 10 -
Canada. ommecm e 8300 Mexicoo oo R ) I
Chile. - - 50  Netherlands . _.._____ 275
China, _— __. b50 New Zezaland oo 50
Colombia - 50  Nicaragua e o o, ]
Costa Rica_____ e 5 Norway 50
Cuba e __ 50 Panama___ _____.____, .5
Czechoslovakia_______.. 125 Paraguay_ . __.___ 2
Denmark ______________ () Peru—e .. 25
Dominican Republic_.__ 5  Philippine Common-
Yeuader_______________. 5 wealth ______________ 15
Beypto o __ 45 Poland ___. . ___.. 125
El Salvador__ oo __.. 2,5 Union of South Afrieca_. 10,
Ethiopia_ o—ceaeoe_ 6 - Union of Soviet Secialist

France . __.__. 450 Republics ..o ___._ 1,200
Gree{:é _________________ 40 United Klngdom ________ 1, 300
Guatemala_ oo e - - 5 - United States__________ 2, 750
Haiti_ e memeee 5 - Uruguay - 15
Honduras. - ————————___ -9 § .Venezuela 13
Teeland o oo .1 Yugoslavia..__...___. 60
India.. . 400 Total oceeeeee e 8,800

- "The quot-a of Denmark shall be determdned by the Fund after the Danish
Government has deeclared its readiness to sign this Agreement but before signa-
ture takes place, .

Schedule B. Provisions with Respect to Repurchase by a
Member of Its Currency Held by the Fund

1. In determining the extent to which repurchase of a

member’s currency from the Fund under Article V,

Section 7 (b), shall be made with each type of monetary

reserve, that is, with gold and with each convertible cur-

rency, the following rule, subjeet to 2 below, shall apply:

(a¢) If the member’s monetary reserves have not
increased during the year, the amount payable to
the Fund shall be distributed among all types of
reserves in proportion to the member’s holdings
thereof at the end of the year.
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(b) If the member’s monetary reserves have in-
creased during the year, a part of the amount pay-
able to the Fund equal to one-half of the increase
shall be distributed among those types of reserves
which have increased in proportion to the amount
by which each of them has increéased. 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.

(e) If after all the repurchases required under
Article V, Section 7 (b), had been made, the result
would exceed any of the limits spemﬁed in Article V,
Section T (¢), the Fund shall require such repur-
chases 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 non-
member under Article V, Section 7 (b) and (¢).

3. In ealculating monetary reserves and the increase
in monetary reserves during any year for the purpose of
Article V, Section 7 () and (¢), no aceount shall be
taken, unless deductions have otherwise been made by the
member for such holdings, of any increase in those mone-
tary reserves which is due to currency previously incon-
vertible having become convertible during the year; or to
holdings which are the proceeds of a long-term or
medium-term loan eonfracted during the year; or to hold-
ings which have been transferred or set aside for repay-
ment of a loan during the subsequent year.

4. In the case of menibers whose metropolitan terri-
tories have been oceupied by the enemy, gold newly pro-
duced during the five years affer the entry into foree of.
this Agreement from mines located within their metro-
politan territories shall not be included in computations
of their monetary reserves or of increases in their mone-
tary reserves.
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Schedule C, Election of Executive Directors

1. The election of the elective executive directors shall
be by ballot of the governors eligible to vote under Ar-
tiele XTI, Section 3 (b) (iii) and (iv).

2. In balloting for the five directors to be elected under
Article XTT, Section 3 (b) (iii), each of the governors
eligible to vote shall cast for one person all 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 than nineteen percent of the total number of votes
that ean be cast (ehglble votes) shall be considered
elacted.

3. When five persons are not elected on the first ballot,
a second ballot shall be held in which the person who
received the lowest number of votes shall be ineligible
for election and in which there shall vote only (@) those
governors who voted in the first ballot for a person not
elected, and (b) those governors whose votes for a person
elected are deemed under 4 below to have raised the
votes cast for that person above twenty percent of the
eligible votes.

4. In determining whether the votes cast by a gover-
nor are to be deemed to have raised the total of any per-
son above twenty percent of the eligible votes the twenty
percent shall be deemed to inelude, first, the votes of the
governor casting the largest number of votes for such
person, then the votes of the governor casting the next
largest number, and so on until twenty percent is reached.

5. Any governor part of whose votes must be counted
in order to raise the total of any person above nineteen
percent shall be considered as easting all of his votes for
such person even if the total votes for such person
thereby exceed twenty percent.

6. 1f, after the second ballot, five persons havé not
been elected, further ballots shall be held on the same
principles until five persons have been elected, provided
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that after four persons are elected, the fifth may be
elected by a simple majority of the remaining votes and
shall be deemed to have been elected by all such votes.

7. The directors to be elected by the American Re-
publics under Article XII, Section 3 (b) (iv) shall be
elected as follows:

{a) Each of the directors shall be elected separately.

(b) In the election of the first director, each gov-
ernor representing an American Republic eligible
to participate in the election shall cast for one per-
son all the votes to which he ig entitled. The person
receiving the largest number of votes shall be elected
provided that he has received not less than forty-
five pereent of the total votes.

{¢) If no person is elected on the first ballot, fur-
ther hallots ghall be held, in each of which the person
receiving the lowest number of vofes shall be elim-
inated, until one person receives a number of votes
sufficient for election under (b) above.

{d) Governors whose votes contributed to the elec-
tion of the first direetor shall take no part in the
election of the second director.

(¢) Persons who did not suceeed in the first elec-
tion shall not be ineligible for election as the second
director,

(f) A majority of the votes which ean be cast shall
be required for election of the second director. If
at the first ballot no person receives a majority, fur-
ther ballots shall be held in each of which the person
receiving the lowest number of votes shall be elimi-
nated, until some person obtains a majority.

(g) The second director shall be deemed to have
been elected by all the votes which could have been
cast in the ballot securing his election.
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-Schedule D, Settlement of Accounts with Members
Withdrawing

1. The Fund shall be obligated to pay to a member
withdrawing an amount equal to its quota, plus any other
~amounts due to it from the Fund, less any amounts due
‘to the Fund, including charges accruing after the date
of its withdrawal; but no payment shall be made until
six. months after the date of withdrawal. Payments shall
be made in the currency of the withdrawing member.

2. If the Fund’s holdings of the currency of the with-
drawmg member are not sufficient to pay the net amount
due from the Fund, the balance shall be paid in gold, or
in such other manner as may be agreed. If the Fund
and the withdrawing member do not reach agreement
within six months of the date of withdrawal, the currency
in question held by the Fund shall be paid forthwith to
the withdrawing member. Any balance due shall be paid
in ten half-yearly installments during the ensuing five
years. Rach such installment shall be paid, at the option
of the Fund, either in the currency of the withdrawing
member acquired after its withdrawal or by the dehvery
of gold.

3. If the Fund fails to meet any installment which is
due in accordance with the preceding paragraphs, the
withdrawing member shall he entitled to require the
Fund to pay the installment in any currency held by the
Fund with the exception of any eurrency which has been
declared secarce under Article VII, Section 3.

4, Tf the Fund’s holdings of the eurrency of a with-
drawing member exceed the amount due to it, and if
agrecment 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 excess
currency in gold or, at its option, in the currencies of
members which at the time of redemption are convertible.
Redemption shall be made at the parity existing at the
time of withdrawal from  the Fund. The withdrawing
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member shall complete redemption within five years of
the date of withdrawal, or within such longer period as
may be fixed by the Fund, but shall not be required to
redeem in any half-yearly period more than one-tenth
of the Fund’s excess holdings of its eurrency at the date
of withdrawal plus further aequisitions of the currency
during such half-yearly period. If the withdrawing
member does not fulfill this obligation, the Fund may in

' an orderly manner liguidate in any market the amount
of ecurrency which should have been redeemed.

5. Any member desiring to obtain the currency of a
member which has withdrawn shall aequire it by pur-
chase from the Fund, to the extent that such member
has access to the resources of the Fund and that such
currency is available under 4 above.

6. The withdrawing member guarantees the unre-
stricted use at all times of the currency disposed of under’
4 and 5 above for the purchase of goods or for payment
of sums due to it or to persous within its territories. It
shall compensate the Fund for any loss resulting from
the difference between the par value of its currency on
the date of withdrawal and the value realized by the
Fund on disposal under 4 and 5 above.

7. In the event of the Fund going into liquidation
under Article X VI, Section 2, within six months of the
date on which the member withdraws, the aecount be-
tween the Fund and that government shall be settled in
accordance with Article XVI, Section 2, and Schedule E.

Schedule E. Administration of Liquidation

1. In the event of liquidation the liabilities of the Fund
other than the repayment of subscriptions shall have
priority in the distribution of the assefs of the Fund.
In meeting each such liahility the Fund shall use its
assets in the following order:

(a) the currency in which the liability is payable;
(b) gold;
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{c) -all other currencies in proportion, so far as
may be practicable, to the quotas of the members.

2, After the discharge of the Fund’s liabilities in ac- .
cordance with 1 above, the balance of the Fund’s assets
shall be distributed and apportioned as follows:

(&) The Fund shall distribute its holdings of gold
among the members whose currencies are held by the
Fund in amounts less than their quotas. These mem-
bers shall share the gold so distributed in the propor-
tions of the amounts by which their quotas exceed the
Fund’s holdings of their currencies.

(b) The Fund shall distribute to each member one-
half the Fund’s holdings of its eurrency but such
distribution shall not exceed fifty percent of its
quota. :

(¢) The Fund shall apportion the remainder of its
holdings of each currency among all the members in
proportion to the amounts due to each member after
the distributions under (a) and (b) above.

3. Bach member shall redeem the holdings of its cur-
rency apportioned to other members under 2 (¢). above,
and shall agree with- the Fund within three months after
a decision to liquidate upon an orderly procedure for
such redemption.

4. If a member has not reached agreement with the
Fund within the three-month period referred to in 3
ahove, the Fund shall use the currencies of other mem-
bers apportioned to that member under 2 (¢) above to
redeem the currency of that member apportioned to other
members. Each eurrency apportioned to a member which
has not reached agreement shall be used, so far as pos-
sible, to.redeem its currency apportioned .to the members
which have made agreements with the Fund under 3
above. ' N
- 5. If a member has reached agreement with the Fund
in aceordance with 3 above, the Fund shall use the cur-
rencies of -other members apportioned to that member
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under 2 (¢) above to redeem the currency of that mem-
ber apportioned to other members which have made agree-
ments with the Fund under -3 above. Each amount so
redeemed shall be redeemed in the currency of the mem-
ber to which it was apportioned.

6. After carrying out the preceding paragraphs, the
Fund shall pay to ecach member the remaining currencies
held for its account. )

7. Each member whose currency has been distributed
to other members under 6 above shall redeem such cur-
rency in gold or, at its option, in the currenéy of the
member requesting redemption, or in such other manner
as may be agreed between them. If the members in-
volved do not otherwise agree, the member obligated to
redeem shall complete redemption within five years of
the date of distribution, but shall not be required to
redeem in any half-yearly peried more than one-tenth of
the amount distributed to each other member. If the
member does not fulfill this obligation, the amount of
currepcy which should have been redeemed may be liqui-
dated in an orderly manner in any market.

8. Each member whose currency has been distributed
to other members under 6 above guarantees the unre-
stricted use of such currency at all times for the pur-
chase of goods or for payment of sums due to it or to
persons in its territories. Each member so obligated
agrees to compensate other members for any loss result-
ing from the difference between the par value of its cur-
rency on the date of the.decision to liquidate the Fund
and the value realized by such members on disposal of its
currency.
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" ARTICLES OF AGREEMENT

INTERNATIONAL BANK
FOR

RECONSTRUCTION AND DEVELOPMENT

The Governments on whose behalf the present Agree-
ment is signed agree as follows:

Introductory Article

" The International Bank for Reconstruction and De-
velopment is established and shall operate in accordance
with the following provisions:

Article I.” Purposes

The purposes of the Bank are:

®

(iii)

To assist in the reconstruction and, development
of territories of members by facilitating the invest-
ment of eapital for productive purposes, including
the restoration of economies destroyed or disrupted
by war, the' feconversion of productive facilities to
peacetime needs and the encouragement of the de-
velopment of productive facilities and resources in
less developed countries.

To promote private foreign investment by means
of guarantees or participations in loans and other
investments made by private investors; and when
private capital is not available on reasonable terms,
to supplement private investment by providing, on
suitable conditions, finance for productive purposes
out of its own cap1tal funds raised by it and its
other resources.

To promote the long-range balanced growth of
international trade and the maintenance of equilib-

51
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- rium in balances of payments by encouraging inter-
national investment for the development of the pro-
ductive resources of members, thereby assisting in
raising productivity, the standard of living and con-
ditions of labor in their territories.

(iv) To arrange the loans made or guaranteed by it in
relation to international loans through other channels
so that the more useful and urgent projects, large
and small alike, will be dealt with first.

(v) To eonduet its operations with due regard to the
effect of international investment on business con-
ditions in the territories of members and, in the im-
mediate post-war years, to assist in bringing about
a smooth transition from a wartime to a peacetime
economy. :

The Bank shall be gulded in all its decisions by the pur-
poses set forth above.

Article II, Membership in and Capital of the Bank

Secrion 1. Membership.—(a) The original members of
the Bank shall be those members of the International
Monetary Fund which accept membership in the Bank
before the date specified in Article XTI, Section 2 (¢).

{b) Membership shall be open fa other members of the
Fund, at such times and in accordance with sueh terms
as may be prescribed by the Bank.

8Ec. 2. Authorized capital—(a) The authorized eapital
stock of the Bank shall be $10,000,000,000, in terms of
United States dollars of the weight and fineness in effect
on July 1, 1944. The capital stock shall be divided into
100,000 shares having a par value of $100,000 each, which
shall be available for subscription only by members. '

(b) The capital stock may be increased when the Bank
deems it advisible by a three-fourths majority of the
total voting power.

SEec. 3. Subscription of shares—(a) Each member shall
subscribe shares of the capital stock of the Bank. The
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minimum number of shares to be subseribed by the origi-
nal members shall be those set forth in Schedule A. The
minimum number of shares to be subseribed by other
members shall be determined by the Bank, which shall
reserve a sufficient portion of its capital stock for sub-
scription by sueh members.

(b) The Bank shall preseribe rules laying down the
conditions under which members may subscribe shares
of the authorized ecapital stock of the Bank in addition
to their minimum subseriptions.

(¢) If the authorized eapital steck of the Bank is in-
creased, each member shall have a reasonable oppor-
tunity to subscribe, under such conditions as the Bank
shall decide, a proportion of the inerease of stock equiva-
lent to the proportion which ifs stock theretofore sub-
seribed bears to the total capital stock of the Bank, but
‘no member shall be obligated to subscribe* any pa.rt of the
increased capital.

Sec. 4. Issue price of sha,res —Shares ineluded in the
minimum subscriptions of original members shall be
issued at par. Other shares shall be issued at par unless
the Bank by a majority of the total voting power decides
in special circumstances to issue them on other terms.

Sec. 5. Division and calls of subscribed capital.—The
stitbhscription of each member shall be divided into two
parts as follows:

(1) twenty pereént shall be paid or subject to call under
Section 7 (i) of this Article as needed by the Bank
for its operations;

(ii) the remaining eighty percent shall be subject to call
by the Bank only when required to meet obligations
of the Bank created under Artlcle IV, Sections 1 (a)
(ii) and (111)

Calls on unpaid subscriptions shall be uniform on all
shares,
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. SEc. 6. Limitation on  lability —Liability on shares
shall be limited to the unpaid portlon of the issue price of
the shares.

See. 7. Method of payment of subscriptions for
shares.—Payment of subseriptions for shares shall be
made in gold or United States dollars and in the curren-

. ecles of the members as-follows:

(i) under Section 5 (i) of this Article, two percent of the
price of each share shall be payable in gold or United
States dollars, and, when calls are made, the remain-

- ing eighteen percent shall be paid in the currency of
the member;

(ii) when a call is made under Section 5 (ii) of this
Article, payment may be made at the option of the
member either in gold, in United States dollars
or in the currency required to discharge the obliga- .
tions of the Bank for the purpose for which the call
is made ;

(iii) when a member makes payments in any currency
under (i) and (ii) above, such payments shall be

- made in amounts equal in value to the member’s

- liability under the call. This liability shall be a pro-
portionate part of the subscribed capital stock of
the Bank as authorized and defined in Section 2 of
this Article, -

Sec. 8. Time of pa,yment of subscrtptzons —(a) The
two percent payable on each share in gold or United States
dollars under Section 7 (i) of this Article, shall be paid
within sixty days of the date on which the Bank begins
operations, provided that '

(i) any original member of the Bank whose metropolitan
territory has suffered from enemy occupation or hos-
tilities during the present war shall be granted the
right to postpone payment of one-half percent until
five years after that date;

(ii) an original' member who cannot make such a pay-
ment because 1t has not recovered possession of its
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gold reserves which are still seized or immobilized
as a result of the war may postpone all payment until
such date as the Bank shall decide.

(b) The remainder of the price of each share payable
under Section 7 (i) of this Artiele shall be paid as and
when called by the Bank, provided that -

(1) the Bank ghall, within one year of its beginninhg oper-
ations, call not less than eight percent of the price
of the share in addition to the payment of two per-
cent referred to in (a) above;

(i1) not more than five percent of the price of the share
shall be called in any period of three months.

Sec. 9. Maintenance of value of certain currency hold-
tngs of the Bank.—(a) Whenever (i) the par value of
a member’s currency is reduced, or (ii) the foreign ex-
change value of a member’s currency has, in the opinion
of the Bank, depreciated to a significant extent within
that member’s territories, the member shall pay to the
Bank within a reasonable time an additional amount of its
own currency sufficient to maintain the value, as of the
time of initial subseription, of the amount of the currency

. of such member, which is held by the Bank and derived
from currency originally paid in to the Bank by the mem-
ber under Article II, Seetion 7 (i), frem currency re-
ferred to in Article IV, Section 2 (), or from any addi-
tional currency furnished under the provisions of the
present paragraph, and which has not been repurchased
by the member for gold or for the currency of any mem-
ber which is acceptable t¢ the Bank,

(b) Whenever the par value of a member’s eurrency is
increased, the Bank shall return to such member within
a reasonable time an amount of that member’s currency
equal to the increase in the value of the amount of such
currency described in (@) above.

(¢) The provisions of the preceding paragraphs may
be waived by the Bank when a uniform proportionate
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change in the par values of the currencies of all its mem-
bers is made by the International Monetary Fund.

8Bec, 10. Restriction on disposal of shares—Shares shall
not be pledged or encumbered in any manner whatever
and they shall be transferable only to the Bank.

Article ITT. General Provisions Relating to Loans and '
Guarantees

Seorion 1. Use of resources.—(a) The resourdes and
the facilities of the Bank shall be used exclusively for the
benefit of menibers with equitable consideration to proj-
ects for development and projects for reconstruction
alike.

(b) For the purpose of facilitating the restoration and
reconstruction of the economy of members whose metro-
politan territories have suffered great devastation from
enemy occupation or hostilities, the Bank, in determining
the conditions and terms of loans made to such members,
shall pay special regard to lightening the financial burden
and expediting the eompletion of such restoration and
reconstruction, -

SEc. 2. Dealings between members and the Bank.~—
Each member shall deal with the Bank only through its
Treasury, central hank, stabilization fund or other sim-
ilar fiscal agency, and the Bank shall deal with members
only by or through the sare agencies.

SEc. 3. Limitations on guaranlees and borrowings of
the Bank.—The total amount outstanding of guarantees,
participations in loang and direct Joans made by the Bank
shall not be increased at any time, if by such increase
the total would exceed one hundred percent of the un-
impaired subseribed eapital, reserves and surplus of the
Bank. '

SEc. 4. Conditions on which the Bank may guarantes
or make loans.—The Bank may guarantee, participate in,
or make loans to any member or any political subdivision
thereof and any business, industrial, and agricultural
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enterprise in the territories of a member, subject to the
following conditions:

(1) When the member in whose terrifories the project
is located is not itself the borrower, the member or
the central bank or some comparable agency of the
member which is acceptable to the Bank, fully
guarantees the repayment of the principal and the
payment of interest and other charges on the loan.
(ii) The Bank is satisfied.that in the prevailing market
conditions the borrower would be unable otherwise
to obtain the loan under eonditions which in the
opinion of the Bank are reasenable for the bor-
rower.

(iii) A competent committee, as provided for in Article
V, Section 7, has submitted a written report recom-
mending the project after a eareful study of the
merits of the proposal.

(iv) In the opinion of the Bank the rate of interest
and other charges are reasonable and such rate,
charges and the schedule. for repayment of prineipal
are appropriate to the project.

(v) In making or guaranteeing a loan, the Bank shall
pay due regard to the prospeets that the horrower,
and, if the borrower is not a member, that the
guarantor, will be in position to meet its obligations
under the loan; and the Bank shall act prudently in
the interests both of the particular member in whose
territories the project 1s located and of the members
as a whole, :

(vi) In guaranteeing a loan made by other investors, the
Bank receives suitable compensation for its risk, .

(vii) Loans made or guaranteed by the Bank shall, except
in special eircumstances, be for the purpose of spe-
cific projects of reconstruction or development.

Sec. 5. Use of loans guaranteed, participated im or
made by the Bank—(a) The Bank shall impose no con-
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ditions that the proceeds of a loan shall be spent in the
territories of any particular member or members.
(b) The Bank shall make arrangements to ensure that
the proceeds of any loan are used only for the purposes
_ for which the loan was granted, with due attention fo con-
- giderations of economy and efficiency and without regard
to poht1ca.1 or other non-economie mﬁuences or conmdera.—
tions.

(¢) In the case of loans made by the Bank, it shall open
an aceount in the name of the borrower and the amount
of the loan shall be credited to this account in the cur-
Tency or eurrencies in which the loan is made.  The bor-
rower shall be perrmtted by the Bank to.draw on this
account only to meet expenses in connection wrth the
pr0;|ect as they are aetually incurred.

Article IV'. Operations

SecrioN 1. Methods of making or facilitating loans.—
(@) The Bank may make or facilitate loans which satisfy
the general conditions of Article TIT in any of the follow-
ing ways:- e _ 1

(i) By making or participating in direct loans.but of its
own funds correspomding to its unimpaired paid-up
capital and surplus;and, subject to Sectmn 6 of this
Artiele, to its reserves.

(ii) By making or participating in direct loans ,out of
funds raised in the market of a member, or “other-
wise borrowed by the Bank.

(iii) By guaranteeing in whole or in part loans made by
' private investors through the usual investment chan-
" nels.

(6) The Bank may borrow funds under (a,) (ii) above
or guarantee loans under (a) (iii) above only with the
approval of the member in whose markets the funds are
raised and the member in whose currency the loan is
denomivated, and only if those members agree that the
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proceeds may be exchanged for the eurrency of any other
member without restrietion.

SEc. 2. Availability end transferability of currencies.—
(a) Currencies paid into the Bank under Article IT, Sec-
tion 7 (i), shall be loaned only with the approval in each
case of the member whose currency is involved ; provided,
however, that if necessary, after the Bank’s. subsenbed
capital has been entirely called, such currencies shall,
without restriction by the members whose currencies are
offered, be used or exchanged for the currencies required
to meet contractual payments of interest, other charges
or amortization on the Bank’s own borrowmgs, or to
meet the Bank’s liabilities with respect to such contrac-
tual payments on loans guaranteed by the Bank.

(b) Currencies received by the Bank from borrowers
or guarantors in payment on account of principal of
direct loans made with currencies referred to in (a)
above shall be exchianged for the currencies of other
members or reloaned only with the approval in each
case of the members whose currencies are involved;
provided, however, that if necessary, after the Bank’s
subscribed capifal has been entirely called, such curren-
cies shall, without restriction by the members whose
currencies are offered, be used or-exchanged for the cur-
rencies required to meet contractnal payments of interest,
other charges or amortization on the Bank's own borrow-
ings, or to meet the Bank’s liabilities with respect to such
contractual payments on loans guaranteed by the Bank.

() Currencies received by the Bank from borrowers
or guarantors in payment on account of prinecipal of
direct loans made by the Bank under Section 1 (a) (ii)
of this Article, shall be held and used, without restriction
by the members, to make amortization payments, or to

- anticipate payment of or repurchase part or all of the
Bank’s own obligations.

(d) All other currencies available to the Bank, includ-
ing those raised in the market or otherwise borrowed
under Section 1 (@) (ii) of this Article, those obtained
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by the sale of gold, those received as payments of interest
and other charges for direct loans made under Sections
1 (@) (1) and (ii), and those received as payments of
coimmissions and other charges under Section 1 (g) (iii),
shall be used or exchanged for other currencies or gold
requited ‘in the operations of the Bank without restrie-
tion by the members whose currencies are offered.

(e) Currencies raised in the markets of members by
borrowers on loans guaranteed by the Bank under Sec-
tion 1 (@) (iii) of this Artlcle, shall also be used or
exehanged for other currencles without restriction by
such members.

SEc. 3. Proviston of currencies for direct loans.—The
following provisions shall apply to direct loans under
Sections 1 (@) (1) and (ii) of this Article.

(a) The Bank shall furnish the borrower with such cur-
rencies of members, other than the member in whose terri-
tories the project is located, as are needed by the borrower
for expenditures to be made in the territories of such other
members to carry out the purposes of the loan.

() The Bank may, in exceptional eircumstances when
loeal currency required for the purposes of the loan cannot

~ be raised by the borrower on reasonable terms, provide the
borrower as part of the Ioa.n with an appropriaté amount
of that eurrency.

(¢) The Bank, if the project gives rise indirectly to an
increased need for foreign exchange by the member in whose
territories the project is located, may in exceptional cireum-
stances provide the borrower as part of the loan with an
appropriate amount of gold or foreign exchange not in-
excess of the borrower’s local expenditure in connection
with the purposes of the loan.

(d) The Bank may, in exceptional elrcumstances, at the
request of a member in whoseé territories a portion of the

- Joan is spent, repurchase with gold or foreign exchange a
part of that member’s currency thus spent but in no ease
shall the part so repurchased exceed the amount by which
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the expenditure of the loan in those temtones gives rise to
the inereased need for foreign exchange.

SEc. 4. Payment provisions for direct loans—Loan con-
tracts under Section 1 (&) (i) or (ii) of this Article shall be
made in accordance with the following payment provisions:

(&) The terms and conditions ©f.interest and-amortiza-
tion payments, maturity and dateg-of payment of each loan
shall be determined by the Bank. - The Bank shall alse de-
termine the rate and any other terms and- conditions of
comihitssion to be charged in connection with sueh loan. -

In the case of loans made under Section 1 (a) (ii) of thls
Article during the first ten years of the Bank’s operations,
this rate of commission shall be not less than one percent
per annum and not greater than one and one-half percent
per annum, and shall be charged on the outstanding por-
tion of any such loan. At the end of this period of ten
years, the rate of commission may be reduced by the Bank
with Tespect both to the outstanding portions of loans
already made and to future loans, if the reserve accumu-
lated by the Bank under Section 6 of this Article and out
of other earnings are considered by it sufficient to justify a
reduction.” In the case of future loans the Bank shall alse
have discretion to increase the rafe of eommission beyond
the above limit, if experience mdmaf.es that an 1ncrease i8
advisable.

(b) All loan contracts shall st1pula.te the curreney or
eurrencies in which payments under the contract, shall be
made to'the Bank. At the option of the borrower, however,
such payments may be made in gold, or subjeet to the agree-
ment of the Bank, in the currency of a member other than
that prescribed in the contract.

(i) In the case of loans made under Section 1 (a) (i) of
this Article, the loan contracts shall provide that
payments to the Bank of interest, other charges and
amortization shall be made in the currency loaned,
unless the member whose currency is loaned agrees
that such payments shall be made in some other
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specified currency or eurrencies. These payments,
subject to the provisions of Article IT, Section 9 (¢),
shall be equivalent to the value of such eontractural
payments at the time the loans were made, in terms
of a currency specified for the purpose by the Bank
by a three- fourths majority of- the total voting
power,
(ii) In the case of loans made under Section 1 (a) (id)
of this Article, the total amount outstandlng and
' payable to the Bank in any one currency shall at no
time exceed the total amount of the outstanding
borrowings made by the Bank under Sectron 1 (a)
(ii) and payable in the same currency.

(¢) If a member suffers from an "acute exchange
stringency, so that the service of any loan contracted
by that member or guaranteed by it or by one of its agen-
cies cannot be provided in the stipulated manner, the
member concerned may apply to the Bank for a relaxa-
tion of the conditions of payments. If the Bank is
satisfied : that some relaxation is in-thé interests of the
particular member and of the operations of the Bank
and of its members as a whole, it may take action under
either, or both, of the following paragraphs With'respect
to the whole, or part, of the annual service:

(i) The Bank may, in ‘its discretion, make arrangements
with the member soncerned to accept service pay-
ments on the loan in the member’s currency for pe-

riods not to exceed three years upon appropriate
terms regarding the use of such currency and the
maintenance of its foreign exchange value; and for
the repurchase of such currency on approprlate
terms.

(ii) The Bank may modify the terms of amortization or
extend the life of the loan, or both.

Sec. 5. Guaraniees—(a) In guaranteeing e' loan
placed through the usual investment channels, the Bank
shall charge a guarantee commission payable periodically

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



IV. OPERATIONS - 63

on the amount of the loan outstanding at a rate deter-
mined by the Bank., During the first ten years of the
Bank’s operations, this rate shall be not less than one
percent per annum and not greater.than one and one-half
percent per annum. At the end of this period of ten
years, the rate of commission may be reduced by the
Bank with respect both to'the outstanding portions of
loans already guaranteed and to future loans if the re-
serves accumulated by the Bank under Section 6 of this
Article and out of other earnings are considered by it
sufficient to-justify a reduction. In the case of future
loans the Bank shall alsc have Eliiscretion to increase the
rate of commission beyond the above limit, if experience
indicates that an increase is advisable.

(b) Guarantee commissions shall be paid directly to
the Bank by the borrower.

(¢) Guarantees by the Bank shall provide that the
Bank may terminate its liability with respect to interest
if, upon default by the borrower and by the guarantor,
if any, the Bank offers to purchase, at par and interest
accrued to a date designated.in the offer, the bonds or
other obligations guaranteed.

(d) The Bank ghall have power. to determine any othér
terms and conditiong of the guarantee

SEec. 6. Spectal reserve.—The amount of eommlsmons
received by the Bank under Sections 4 and 5 of this
Article shall be set aside as a special reserve, which shall
be kept available for meeting liabilities of the Bank in
accordance with Sectiori 7 of this Article. The special
reserve shall be held in such liquid form, permitted under
thisg .Agreement as the Executlve Directors may decide.

Sec. 7. Methods of meetmg liabilities of the Bank in
case of defoults.—In cases of defaull on loans made, par-
ticipated in, or guaranteed by the Bank:

(a) The Bank shall make such arrangements as may be

. feasible to adjust the obligations under the loans, ineclud-
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ing arrangements under or analogous to those provided in
Section 4 (¢) of this Article,

(b) The payments in discharge of the Bank’s liabili-
ties on borowings ot gnarantees under Section 1 (a) (11)
and (iii) of this Article ghall be charged:

(i) first, against the special reserve prowded in Section
6 of thls Article;

(i1) - then, to the extent necessary and at the dlscretlon
of the Bank, against the other reserves, surplus and
~ capital available to the Bank,

" (¢) Whenever necessary to meet contractual payments
of interest, other charges or amortization-on the Bank's
own bo_rrowings, or to meet the Bank’s liabilities with
respect to similar payments on loans guaranteed by it,
the Bank may call an appropriate amount of the unpaid
subscriptions of members in accordance with Article IT,
Sections 5 and 7. Moreover, if it believes that a default
“may be of long duration, the Bank may call an additional
. amount of suech unpaid subscriptions not to exceed in

any oné year one percent of the total subscriptions of the
- members for the following purposes:

(i) To redeem prior to maturity, or otherwise discharge
its liability on, all or part of the eutstanding prin-
cipal of any loan :guaranteed by it in respeet of
which the debtor is in default,

(ii) To repurchase, or otherwise discharge its liability
on, all or part of its own outstanding borrowings.

Sec. 8. Miscellaneous opemtions —In addition to the
operations specified elsewhere in this Agreement the
Bank shall have the power:

(i) To buy and sell securities it has. issued and to buy
and sell securities which it has guaranteed or in
which it has invested, provided that the Bank
shall obtain the approval of the member in whose
territories the securities are to be bought or sold.

(ii) To guarantee securities in which it has invested for
the purpose of facilitating thelr sale,
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(iii) To ‘borrow the curréncy of any membei: w1th the
approval of that member.

(iv) To buy and sell such other securities as the Directors
by a three-fourths majority of the total voting
power may deem proper for the investment of all or
part of the special reserve finder Seetmn 6 of this
Article.

In exercising the powers conferred by this Section; the
Bank may déal with any person, partnership, association,
corporation or other legal entity in the territories of any
member:; '

Sec. 9. Warning to be placed on securittés—Lvery se-
curity gnaranteed or issued by the Bank shall bear on its
face a conspicuous statement to the effect that it is not an
obligation of any government unless expressly stated on
the security.

Sec. 10. Political activity prohzbated —The Bank and
its officers shall not interfere in the political affairs of
any member; nor shall they be influenced in their de-
eisions by the political character of the member or mem-
bers concerned. .Only economie. considerations shall be
relevant-to their decisions, and-these considerations shall
be weighed impartially in. ordgr:fo achieve the purposes
stated in Article L

. Article V. Org'amza.tmn an,d Management

SEGTION 1.8 tructure o f the Bank —The Bank sha]l have
a Board of Govemors Executive Directors, a President and
such other officers and staff to perform such duties as the
Bank may determine.

Skc. 2. Board of Governors.—(a) All the powers of the
Bank shall be vested in the Board of Governors consisting
of one governor and one alternate appointed by each mem-
ber in such manner as it may determine. Each governor
and each alternate shall serve for five years, subject to the
pleasure of the member appointing him, and may be reap-
pointed. No alternate may vote except in the absence of
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his prinecipal. The Board shall select one of the governors
as Chairman. '

¢b) The Board of Governors may delegate to the Execu-
tive Directors aunthority to exerclse any powers of -the
Board, except the power to: -

(i) Admit new membérs and determine the eondltlons of
their admission

(ii) Increase or decrease the caprtal stock ; :

(1i1) Suspend a member; o
(iv) Decide appeals from interpretations of thls Agree-
nient given by the Executive Directors;

(v) Make arramgements to cooperate with other inter-
national organizations (other than informal arrange-
ments of a temporary and administrative character) ;

{(vi) Decide to suspend permanently the operations of the
Bank and to dlstnbute its assets;

(vii) Determine the distribution of the net income of the
Bank.

(c) The Board of Governors shall hold an annual meet-
ing and such other meetings as may be provided for by the
Board or called by the Executive Directors. ‘Meetings of
the Board shall be calle& by the Directors whenever re-
quested by five members 0‘1" by members having one- quarter
of the total voting power

(d) A quorum for any meeting of the Board: of Gov-
ernors shall be a majority of the Governors,.exercising
not less than two-thirds of the total voting power:

(e) The Board of Governors may by regulation estab-
lish a procedure whereby the Executive Directors, when
they deem such action to be in the best interests of the
Bank, may obtain a vote-of the Governors on a sgpecific
question without calling a meeting of the Board.

(f) The Board of Governors, and the Executive Direc-
tors to the extent authorized, may adopt ‘such rules and
regulations as may be necessary or appropriate to con-
duct the business of the Bank.
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(g) Governors and alternates shall serve as-such with-
out compensation from the Bank, but the Bank shall pay
them reasonable expenses mcurred in attending meetings.

(k) The Board of Governors shall determine the re-
muneration to be paid to the Executive Directors and the.
salary and terms of the contract of service of the Prem—
dent.

SEC. 3. Votmg —(a) Bach member shall have two hun-
“dred fifty votes plus ome addltlonal vote for each share
of stock held.

(b) Except as otherwise specifically provided, all mat-
ters before the Bank shall be de01ded by a majority of
the votes cast.

Src. 4. Ezecutive Directors —(a) The Executlve Di-
rectors shall be responsible for the conduct of the general
operations of the Bank, and for this purpose, shall ex-
ercise all the powers delegated to them by the Board of
Governors, )

() There shall be twelve Executive Directors, who
need not be governors, and of whom:

(i) five shall be appointed, one by each of the five mem-
- bers having the largest number of shares;

(ii) seven shall be elected according to Schedule. B by all
the Governors other than thoge appointed by the five
- members referred to in (i) above.

For the purpose of this paragraph, “‘members’’ means
governments of eountries whose names are set forth in
Schedule A, whether thiey are original members or be-
come members in accordance with Article I1I, Section 1
(b). When governments of other countries become mem-
bers, .the Board of Govérnors may, by a four-fifths ma-
jority of the total voting power, increase the fotal number
of directors by increaging the number of directors to be
elected.

Executive directors shall be appomted or elected every
two years.
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(¢) ‘Each executive director shall appoint an alternate
with full power to act for him when he is not present.
When the executive directors appointin‘g them are pres-
ent, alternates may participate In meetmgs but shall not
vote. _

‘(d) Directors shall contmue in office until their sue-
cessors are appointed or elected. If the office of an
elected director becomes vaecant more than ninety days
before the end of his term, another director shall be elee-
ted for the remainder of the term by theé governors who
elected the former director. A majority of the votes
cast shall be required for election. While the office
remains vacant, the alternate of the former director shall

exercise his powers, except that of appomtmg an alter- -

nate.

(¢) The Executive Directors shall funetion in eon-
tinuous session at the prinecipal office of the Bank and
shall meet as often as the busmess of the Bank may
Tequire. : -

(f) A quorum for any meeting of the Executive
Directors shall be a majority of the Directors, exercising
neot less than one-half of the total voting power.

(g) Each appointed director shall be entitled to cast
the numbeér of votes allotted under Section 3 of this
Article to the membér appointing him. Eaeh elected
director shall be entitled to cast the number of votes -
which counted toward his election. All the votes which -
a director is entitled to cast shall be cast as a unit.

(k) The Board of Governors shall adopt regulations
under which a member not entitled to appoint a director
under (b) above may send a representative to attend any
meeting of the Executive Directors when a request made
by, or a matter particularly affecting, that member is
under consideration. . :

(f) The Executive Directors may appoint such eom-
mittees as they deem advisable. -Membership of such
committees need not be limited to governors or directors
or their alternates.
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8ec. 5. President and staff —(a) The Executive  Di-
rectors shall select a President who shall not be-a gov-
ernor or an executive director or an alternate for either,
The President shall be Chairman of the Executive Direec-
tors, but shall have no vote except a deciding vote in case
of an equal division. He may participate in.meetings
of the Board of Governors, but -shall not vote at such
meetings. The President shall cease to hold office when
the Executive Directors so decide.

(b) The President shall be chief of the operatmw
staff of the Bank and shall conduct, under the direction
of the Executive Directors, the ordinary business of the
Bank. Subject to the general control of the Executive
Directors, he shall be responsible. for the organization,
appointment and dismissal of the officers and staff.

(¢) The President, officers and staff of the Bank, in the
discharge of their ofﬁces, owe their duty entirely to the
Bank and to no other authority. Each member of the
Bank shall respect the international character of this-duty
and shall refrain from all attempts to influence any of
them in the discharge of their duties.

(d) In appointing the officers.and. staff the, P,;;feﬁulent
shall, subjeet to the paramouni ;mportance of securing
the highest standards of efficiengy .and of techmca,l com-
petence, pay due regard to the mportanqq:pﬂ __;‘egrultmg
personnel on as wide a geographieal basis as possible.

. SEc. 6. Advisory Council—{a) There shall be an Ad-
visory Council of notf less than seven persons selected by
the Board of Governors including representatives of bank-
ing, commercial, industrial, labor, and agricultural intexr-
ests, and with as wide a national representation ag possible.
In those fields where speclalized international organi-
zations exist, the members of the Council representa-
tive of those fields shall be selected in agreement with such
organizations. The Council shall advise the Bank on mat-
ters of general policy, The Council shall meet annually
and on.such other occasions as the Bank may request.
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(b) Coumnecillors shall serve for two years and may be
reappointed. They 'shall be paid their reasonable ex-
penses incurred on bebalf 6f the Bank.

Sec. 7. Loan committees—The eommittees required to.
report on loans under Article I1I, Section 4, shall be ap-
pointed by the Bank. ¥ach such committee shall include
an expert selected by the governor representmg ‘the niém-
ber in whose territories the project is located and one or
more members of the technical staff of the Bank.

SEO 8. Relationship to other mtematwnal orgamza-:
tions.— (a_) The Bank, Wlthm the terms of this Agree-’
ment, shall cooperate Wlth any general international- or-
gamzatlon and with pubhc international ' organizations
baving specialized responmbﬂmes in related fields. Any
‘arrangements for such cooperation which would involve
a modification of any provision of this Agreement may be
effected only after amendment to this Agreement under
Article VIIL = -

(b) In making decisions on . apphcatlons for loans or
guarantees relating to matters directly within the com-
petence of any international organization of the .types
specified in the precedi_ng_ paragraph and participated in
primarily by members of the Bank, the Bank shall give
consideration to the wews “and recommendatlons of such
orgamzatlon, ' '

Sgc. 9. Location of oﬁ?ces —(a) The prmclpa,l office of .
the Bank shall be located in the territory of the member
holding the greatest number of shares. :

(b) The Bank may establish agencies or branch offices
in the territories of any member of the Bank.

-Sec. 10. Regional offices and councils.—(a) The Bank
may establish regional offices and determine the location
of, and the areas to be covered by, each regional office:

(b) Each regional office shall be advised by a regional
eouncil representative of the entire area and selected in
such manner as the Bank may decide.
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Sec. 11 Depositories—(a) Each member shall desig-

_ nate its -eentral bank as a depository for all the Bank’s

_holdings of its eurremey-or, if it has no central bank, it

shall designate such other institution as may be acceptable
to the Bank.

{(b) The Bauk may hold other a,ssets, mcludmg gold n
depositories designated by the ﬁve members having the
largest number of shares and in such other designated
depositories as the Bank may select Initially, at least
one-half of the gold holdings of the Bank shall be held
in the depository designated by the member in- whose ter-
ritory the Bank has its principal office, ahd at least forty
percent-shall be held in the depositories designated by the
remaining four members referred to above, each of such
depositories to hold, initially, not less than the amount
of gold paid on the shares of the member designating it.
However, all transfers of gold by the Bank shall be made
with due regard to the costs of transport and anticipated
requirements of the Bank. In an emergency the Execu-
tive Directors may transfer all or any part of the Bank’s
gold holdings to any place where they can be adequately
protected.

Sec. 12. Form of koldmg of cuwency ~ The Bank shall
accept from any member, in place of any part of the mem-
ber’s currency, paid in to the Bank under Article 11, Sec-
tion 7 (i), or to meet amortization payments on loans
made with such currency, and not needed by the Bank in
its ‘operations, notes or similar obligations isstued by the
Government of the member or the depository designated
by such member, which shall be non-negotiable, non-in-
terest-bearing and payable at their par value ot demand
by credit to the account of the Bank in the designated de-
pository. .

Sec. 18. Publication of reports and provision of infor-
mation.—(a) The Bank shall publish an annual report
containing an audited statement of its accounts and shall
circulate to members at intervals of three months or less a
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summary ‘statement of ‘its financial position and a proﬁt
and loss statement showing the results of its operations.

(b) The Bank may publish such other reports as it
deems desirable to carry out its purposes. '

(¢) Copies of all reports, statements and publications
made under this section shall be distributed to rnembers

Sgc. 14. .Allocation -of xet tncome.—(a) The Board of
Governors shall determine annyally what part of the
Bank’s net income, after making provision for reserves,
shall be allocated to smrplus and What part if any, shall
be distributed.

(d) I1f any part is dnstnbuted up to two percent non-
cumulative shall be paid, as a first charge against the
distribution for any year, to each member on the basis of
the average amount of the loans outstanding during the
Yyear made under Article IV, Section 1 (a) (i), out of cur-
rency corresponding to its subscription. If two percent is
paid as a first charge, any balance remaining to be dis-
tributed shall be paid to all members in proportion to their
shares. Payments to each member shall be made in its
own currency, or if that curreney is not available in other
currency acceptable to the member. If sueh payments
are made in eurrencies sther than the member’s-own cur-
rency, the trapsfer of ‘the:currency and its use by the re-
ceiving member after payment shall be Wlthout restriction
by the members.

Artisle ¥1, Withdrawsl and Suspension of llnmbershh)
. Suspeasion of Operations

"Secrion 1. Right of members to withdraw.—Any mem-
ber may withdraw from the Bank at any time by transmit-
ting a notice in writing to the Bank at its principal office.
Withdrawal shall become effective on the date such notice
ig received.

Swc. 2. Suspension of membership—If a member fails

to fulfill any of its obligations to the Bank, the Bank miay
suspend its membersliip by decision of a majority of the
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Governors, exercising a majority of the total voting power.
The member so suspended shall automatically cease to be
a member one year from the date of its suspension unless
a decision ig taken by the same magomty to restore the
member to good standing.

‘While under suspension, a member shall not be entitled
to exercise any rights under this Agreement, except the
right of withdrawal, but shall remam subject to all
obligations.

SEc. 3. Cessation of membe'rship in International Mone-
tary Fund.—Any member which eeases to be a member of
the International Monetary Fund shall automatically cease
after three months to be 2 member of the Bank unless the
Bank by three-fourths of the total voting power has agreed
fo allow it to remain a member.

Skc. 4. Settlement of accounts with governments ceastng

to be members—(a) When a government ceascs to be a

member, it shall remain liable for its direct obligations to

the Bank and for its contingent liabilities to the Bank so

long as any part of the loans or guarantees contracted be-

fore it.ceased to be a member are outstanding; but it shall

cease to incur liabilities with respect to loans and guar-

- antees enfered into thereafter by the Bank and to share
either in the income or the expenses of the Bank.

(b) At the time a government ceases to be a member, the
Bank shall arrange for the repurchase of its shares as a
part of the settlement of accounts with such government in
accordance with the provisions of (¢) and (d) below. F¥For
this purpose the repurchase price of the shares shall be the
value shown by the books of the Bank on the day the gov-
ernment ceases to be a member.

(¢) The payment for shares repurchased by the Bank
under this section shall be governed by the following con-
ditions: ' :

(1) Any amount due to the government for its shares shall
" be withheld so long as the government, its central bank
or any of its agencies remains liable, as borrower or
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guarantor, to the Bank and such amount may, at the
option of the Bank, be applied on any such liability
ag it matures. No amount shall be withheld on ac-
count of the liability of the government resulting from
its subseription for shares under Article II, Section
5 (ii). In any event, no amount due to a member for
its shares ghall be paid until six months after the date
upon which the government ceases to be a member.
¢i1) Payments for shares may be made from time to time,
upon their surrendér by the government, to the extent
by which the amotnt due as the repurchase price in
(b) above exceeds the aggregate of liabilities on
loans and guarantees in'(¢) (i) above until the former
member has received the full repurchase price.

(iii) Payments shall be made in the currency of the
country receiving payment or at the option of the
Bank in gold.

(iv) If losses are sustained by the Bank on any guar-
antees, participations in loans, or loans which were
outstanding on the date when the government
ceased to be a member, and the amount of such
losses exceeds the amount of the reserve provided
against losses on the date when the government
ceased to be a member, such government shall be
obligated to repay upon demand the amount by
which the repurchasge priee of ifs shares would have -
been reduced, if the losses had been taken into-ac-
count when the repurchase price was determined.
In addition, the former member government shall
remain liable on any eall for unpaid subscriptions
under Article 11, Section 5 (ii), to the extent that
it would have bzen required to respond if the im-
pairment of capital had occurred and the eall had
been made at the time the repurchase price of its
shares was determined.

(d) If the Bank suspends permanently its operations

under Section 5 (b) of this Article, within six months of
the date upon which any government ceases to be a mem-
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ber, all nghts of such government shall be determined by
the provisions of Section 5 of the Article.

Sko. 5. Suspension of opemtwns ana} settlement of ob-
ligations.—(a) In an emergency the Executive Direc-
tors may suspend temporarily operations in respect of
new loans and guarantees pending an opportunity for
further consideration and actmn;,by the Boerd of Gov-
ernors.

(b) The Ba.nk may suspend permanently 11;5 oper-
ations in respect of new loans and guarantees. hy; vote -
_of a majority of the Governors, exercising a majonity of

_the total voting power. After sueh suspension of oper-
ations the Bank shall forthwith cease all activities; except
those incident to the orderly realization, conservation,
and preservation of its assets and settlement of its obli-
gations.

(¢) The liability of all members for uncalled subscrip-
tions to the capital stock of the Bank and in respect of
the depreciation of their own currencies shall continue
until all claims of creditors, ineluding all contingent
claims, shall have been dlschalzged ,

(d) All creditors holding direct claims shall be paid
out of the assets of the Bank, and then out of payments
to the Bank.-on calls on unpaid subscriptions. Before
making any payments to creditors holding direct claims,
the Executive Directors shall make such arrangements as
are necessary, in their judgment, to insure a distribution
to holders of contingent claims ratably with creditors
holding direct claims.

(e) No distribution shall be made to members on ac-
count of their subsecriptions to the capltal stoek of the
Bank until

(i) all liabilities to creditors have .been dlscharged or
provided for, and’

(ii) a majority of the Governors, exercising a majority
of the total voting power, have decided {0 make a
distribution.
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(f) After a decision to make a distribution has been
taken under (e¢) above, the Executive Directors may by
a two-thirds majority vote miake successive distributions
of the assets of the Bank to members until all of the as-
sets have been distributed. This distribution shall be sub-
ject to the prior settlement of all outstanding claims of the
Bank againgt each member.

(9) Before any distribution of assets is made, the
Executive Directors shall fix the proportionate share of
each member according to the ratio of its shareholding
to the total autstanding shares of the Bank.

(k) The Executive Directors shall value the assets to
be distributed as at the date of distribution and then pro-
ceed to distribute in the following manner:

" (i) There shall be paid to each member in its own ob-
ligations or those of.its official agencies or legal
entities within .its territories, insofar as they are
available for distribution, an amount equivalent in

~value to its proportionate share of the total amount
to be distributed. _

(ii) Any balance.due to a member after payment has
been made under (i) above shall be paid, in its
own currency, insofar as it is held by the Bank, up
to an amount equivalent in value to such balance.

(ii1) Any balance due to a member after payment has
been made under (i) and (i1) above shall be paid -
in gold or eurrency acceptable to the member, inso-
far as they are held by the Bank, up fo an amaunt
equivalent in value to such balance.

(iv) Any remaining assets held by the Bank after pay-
ments have been made to members under (i), (ii),

- and (ili) above shall be distributed pro rate among
the members. _ '

(¢) Any member receiving assets distributed by the
Bank in aceordance with (&) above, shall enjoy the same
rlghts with respect to such assets as the Bank enJoyed
prior to their distribution.
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Article VII. 8tatus, Immunities, and Privileges

BecTion 1. Purpose of Article—To enable the Bank to
fulfill the functions with which it is entrusted, the status, .
immunities and privileges set forth in this Article shall
be accorded to the Bank in the terntomes of each
member.

Sec. 2. Status of the Bank. ——The Bank shall possess
full juridical personality, and, in particular, the capacity:

(1) to contract;

(ii) to acquire and dispose of immovable and movable

property; - :

(ili) to institute legal proceedmgs

Skc. 3. Position of the Bank with regard to judicial
process.—Actions may be brought against the Bank only
in a court of competent jurisdiction in the ferritories of
a member in which the Bank has an office, has appointed
an agent for the purpose of accepting service or notice
of process, or has issued or guaranteed securities. No
actions shall, however, be brought by members or persons
acting for or deriving ¢laims from members. The prop-
erty and assets of the Bank shall, wheresoever located
and by whomsoever held, be immune from all forms of
seizure, attachment or execution before the dehvery of
final judgment against the Bank.

SEC. 4:_. Immunity of assets from setzure—Property
and assets 0f the Bank, wherever located and by whom-
soever held, shall be immune from search, requisition,
confiseation, expropriation or any other form of seizure
by executive or legislative action,

SEc. 5. Immunity of archives— The archlves of the Bank
shall be inviolable. .

Seo, 6. Freedom of assets from restriciions—To the
extent neecessary to carry out the operations provided
for in this Agreement and subject to the provisions of
this Agreement, all property and assets of the Bank

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



78 - BANK FOR RECONSTRUCIION AND DEVELCPMENT

ghall be free from restrictions, regulations, controls -and
~moratoria of any nature.

Sec. 7. Privilege for communications—The official
communications of the Bank shall be accorded by each
member the same {reatment that it accorda to the official
communications of other members.

SEc. 8. Immunities and privileges of officers and em-
ployees—All governors, executive directors, alternates,
officer8 and employees df the Bank -

(1) shall be immune from legal prOcess with respect to
-acts performed by them in their official capacity

_ except when the Bank waives this immunity;

(i1) not being local nationals, shall be accorded the same
immunities from immigration restrietions, alien
registration requirements and national service
obligations and the same facilities as regards ex-
change restrictions as are accorded by members to
the representatives, officials, and employees of com-
parable rank of other members; .

(iii) shall be granted the same treatment in respect of
travelling facilities as is accorded by members fo
representatives, officials and employees of com-
parable rank of other members.

SEo. 9. Immunities from taxation—(a) The Bank,
its assets, property, income and its operations and trans-
actions authorized by this Agreement, shall be immune -
from all taxation and from all customs duties. 'The Bank
shall algo be immune from liability for the collection or
payment of any tax or duty.

(b) No tax shall be levied on or in respect of salaries
and emoluments paid by the Bank to executive directors,
alternates, officials or employees of the Bank who are not
local eitizens, local subjects, or other loeal nationals.

(¢) No taxation of any kind shall be levied on any
obligation or security issued by the Bank (including any
dividend or interest thereon) by whomsoever held -

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



VII. 8TATUS, IMMUNITIES AND PRIVILEGES 79

(1) Whlch discriminates against such obligation or secu-
rity solely because it is issued by the Bank; or

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

the place or curreney in which it is issued, made pay-
able or paid, or the location of any office or place of

business maintained by the Bank..

(d) No taxation of .any kind shall be lened ‘on any
obligation or security guaranteed by the Bank (including
any dividend or interest thereon) by whomsoever held

(i) which discriminates against- such obligation or .secu-
rity solely because it is guaranteed by the Bank; or

(ii) if the sole jurisdictional basis for such taxation is
the location of any office or place of business main-
tained by the Bank,

Szc. 10, Application of Article.—Fach member shall
take such action as is necessary in its own territories for
the putpose of making effective in terms of its own law
the principles set forth in this Article and shall inform
the Bank of the detailed action which it hag faken.

;Article VIII. Ainendments

(a) Any proposal to introduce modifications in this
Agreement, whether emanating from a member, a gov-
ernor or the Executive Directors, shall be communicated
to the Chairman of the Board of Governors who shall
bring the proposal before the Board. If the proposed
amendment is approved by the Board the Bank shall, by
circular létter or telegram, ask all members whether they
accept the proposed amendment. When three-fifths of
the members, having four-fifths of the total voting power,
have accepted the proposed: amendment, the Bank shall
certify the fact by a formal communlcahon addressed to
all members.

(b) N othw1thetandmg (a) above, acceptance by all
members is required in the case of any amendment

modifying -
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(i) the right to withdraw from the Bank provided in
Artiele VI, Section 1;

(ii) the right secured by Article TT, Section 3 (¢);

(iii) the limitation on liability provided in Art1cle II,
Sec‘mon 6.

(c) Amendments shall enter into force for all mem-
bers three months after the date of the formal commun-
ication unless a shorter period is spec1ﬁed in the circular
letter or telegram,

Article IX, Interpretation

(¢) Any question of interpretation of the provisions
of this Agreement arising between any member and the
Bank or between any members of the Bank shall be sub-

- mitted to the Executive Directors for their ‘decision. If
the question particularly affects any member not entitled
10 appoint an executive director, it shall be entitled to
representation in accordance with Article V Seetion
4 (h). -

(b) Tn any case where the Executive Directors have
given a decision under (a) above, any member may re-
quire that the question be referred to the Board of Gov-
ernors, whose decision shall be final. Pending the result
of the reference to the Board, the Bank may, so far as it
deems necessary, act on the basis of the decision of the
Executive Directors.

" {¢) Whenever a disagreement arises between the Bank

- and a country which has ceased to be a member, or be-
tween the Bank and any member during the permanent
suspension of the Bank, such disagreement shall be sub-
mitted to arbitration by a tribunal of three arbitrators,
one appointed by the Bank, another by the country in-
volved and an umpire who, unless the parties otherwise
agree, shall be appointed by the President of the Perma-
nent Court of International Justice or such other author-
ity as may have been prescribed by regulation adopted by
the Bank. The umpire shall have full power to settle all
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questions of procedure in any case where the parties are
in disagreement.with respect thereto.

Article X, Approva.l Deemed Given

Whenever the approval of any member is requn'ed be-
fore any act may be done by the Bank, except in Article
VIIT, approval shall be deemed te have been given unless
the member presents an objection within such reasonable
period as the Bank may fix in notlfylng the member of
the proposed act.

.A.rticle XI. Final Provisions

Secrton 1. Entry into force—This Agreement, shall
enter into force when it has been signed on behalf of gov-
ernments whose minimum subseriptions comprise not less
than sixty-five percent of the total subsecriptions 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 inte

~ force before May 1, 1945.

Sec. 2. Stgnature—(a) Each government on whose
behalf this Agreement is signed shall deposit with the
Government of the United Sfates of America an instru-
ment setting forth that it has accepted this Agreement in
accordance with its law and has taken all steps necessary
to enable it to earry out all of its obligations under this
Agreement... .

(b) Kach- government shall become a member of the
Bark as from the date of the deposit on its behalf of the
instrument referred to in (a) above, except that no gov-
ernment shall become a member before this Agreement
enters into force under Section 1 of this Article.

(¢) The Government of the United States of America
shall inform the governments of all eountries whose names
are set forth in Schedule A, and all governments whose
membership is approved In accordance with Article IT,
Section 1 (b), of all signatures of this Agreement and of
the deposit of all instruments referred to in (a) above.
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(d) At the time this Agreement is signed on its behalf,
each government shall transmit to the Government of the
United States of America one one-hundredth of one per-
cent of the price of each share in gold or United States dol-
lars for the purpose of meetmg administrative expenses
of the Bank. This payment shall be credited on accowit
of the payment to be made in accordance with Article IT,
Section 8 (). The Government of the United States of
Ameriea shall hold such funds in a special deposit account
and shall transmit them to the Board of Governors of the
Bank when the initial meeting has been ¢alled under See-
tion 8'%f this Article.” ¥£ this' Agreement has not come
into foree 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,

- 1945,

_ (f) 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 accord-
ance with Artiele I, Section 1 (5).

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

- () In the case of governments whose metropolitan ter-
ritories have been under enemy occupation, the deposit of
the instrument referred to in (a) above may be delayed
until one hundred and eighty days after the date on which
these territories 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 govern-
ment shall beecome void and the portion of its subseription
paid under (d) above shall be returned to it.
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(i) Paragraphs () anid (k) &hiall come into force with
regard to éach signatory g0vcr11ment as from the date of
its signature.

Sec. 3. Inaugumtion!of the Bank.—(a) As soon as this
Agrecment enters into foree under Section 1 of this Article,
"each member shall appoint a governor and the member to
whom the largest inimbeér of sharés'is allocated in' Schedule

A shall call the first meeting of the Board of Governors

(b) At the first meeting of the Board of Gow;’nors,
arrangements shall be made for the selection of pro-
visional executive directors. The governments of the five
countries, to which the largest number of shares are
allocated in Schedule A, shall appoint provisional execu-
tive directors. If one or more of such governments have
not become members, the executive directorships which
they would be entitled to fill shall remain vacant untit

' they become members, or until January 1, 1946, whichever
is the earlier. Seven provisianal execuhve directors shall
be elected in accordance with the provisions of Schedule
B and shall remain in office until the date of the first regu-
lar election of executive directors which shall be held as
soon as practicable after January 1, 1946,

(¢) The Board of Governors may delegate to the pro-
visional executive directors any powers except those which
may not be delegated to the Executive Directors.

(d) The Bank shall notify members when it is ready
to.commence operations. s

Done at Washmgton, in a single copy which sha'll re-
main deposited 1n the archives of the Government of the
United States of America, which shall transmit eertified
copies fo all governments whose names are set forth in

' Schedule A and to all governments whose membership is
approved in accordance with Article II, Section 1 (5).
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Schedule A. Subsecriptions

[Miillona of dollars]

Australia - 200  Tran !
Belgivm___ . _______ . 225 Traq... 6
Bolivia _— - .7 . Liberia. .5
Brazil_ . 105. Luxzembourg_, ________. 10
Canada_____ 825 Moexico. : . 65
Chile : — 35  Netherlands____________ 275
Chiva_ . 600  NewZesland .. . ___ - 0
Colombia__ 85 - Nicaragua_____._._____, .8
Costa Rica oo omeeeem 92 Norway - 50
Cuba .- 85 Panama _______________ w2
Czechoslovakia_ ... 195 Paraguay . -8
Denmark__ . *) P‘ﬂ:“. - 17.5
Dominican Republic_._.. ~ 2  Fhilippine Commeon.
Ecuador______ . ___ - 3. wealthe oo 15
Feavot 40 Poland _____________ _ 125

3 Union of Scuth Africa.. 100
El Salvador- .o am- R . o
Ethiopia. _ 3 Union of Soviet Socialist

10PN - oo oo 450 Republies____________ 1,200

France e Thnited Kingdom__ao_—_. 1,300
Greece oo 25 United States_o———___. 3,175
G“f‘t_"‘ma]" 2 Uruguay . ___.__. 10.5
Haiti 2  Venezuela_____ . __..___ 10.'5
Honduras. e 1 Yugoslavig--eocoueeoo.. 40
Tceland._._ 1 . —_
India_ 400 Totalomm o eoem 9,100

1 The subscription of Denmark shall be determined by the Bank after Depmark
accepts membership in accordance with these Articles of Agreement

Schedule B. Election of Executive Directors

1. The election of the elective executive directors shall
be by ballot of the Governors eligible to vote under
Article V, Section 4 (5).

2. ‘In balloting for the elective executive directors, each
governor eligible to vote shall cast for one person all of
the votes to which the member appointing him is entitled
under Section 3 of Article V. The seven persons receiv-
ing the greatest number of votes shall be executive diree-
tors, except that no person who receives less than four-
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teen percent of the total of the votes which can be cast
(eligible votes) shall be considered elected.

3. When seven persons are not elected on the first bal-

lot, a second ballot shall be held in which the person who
received the lowest number of votes ghall be inehgible for
election and in which there shall vote only (a) those gov-
ernors who voted in the first ballot for a person not
elected and (b) those governors whose votes for a person
elected are deemed under 4 below to have raised the votes
cast for that person above fifteen percent of the. ehglble
votes. .
4, Tn determining whether the votes cast by a governor
are to be deemed to have raised the total of any person
above fifteen percent of the eligible votes, the fifteen percent
shall be deemed to ineclude first, the votes of the governor
casting the largest number of votes for such person, then
the votes of the governor casting the next largest num-
ber, and so on until fifteen percent is reached.

5. Any governor, part of .whose votes must be counted
in order to raise the total of any person above fourteen
percent, shall be considered as casting all of his votes for
such person even if the total votes for such person.there-
by exceed fifteen percent.

6. If, after the second ballot seven persons have not
been elected, further balldts shall ‘be held on the same
prineiples until seven persons have been elected, provided
that after six persons are elected, the seventh may be
elected by a simple msjority of the remaining votes and
ghall be deemed to have been elected by all such votes,
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COUNTRIES REPRESEN‘I‘ED AND CHATRMEN OF DELEGATIONS

Avgtraria.—Leslie G. Melvﬂle, Economic Adviser to the Common-
wealth Bank of Australia. .-

Brergrom,—Camille Gutt, Minister of Finance cmd Economie Aﬁazrs _

Borrvia—Rene Ballivian, Fmaﬂm,al (,’oumelor, Bolivian E'mbassy,
Washington. SN SR

Brazi.—Arthur de Souza Cost.a M inister af Fi inange.

Canspa.—J. L. Ilsley, Minister of Finance. - ¢

‘CHLE—Luis Alamos Barros, Divector, Centrol Bank of Chile,

Crna.—~Hsiang-Hsi K'ung, Vice President of Execoutive Yuan and
concurrently Minister of Finance; Governor of the Central Bank
of China.

Cemmm —Carlos Lleras Restrepo, former Minister of Finance and
Comptroller General.

OOSTA Rica—Francisco de P, Gutierrez Ross, Ambassador to l!he
United States; former Ministér of Finance and Commerce.

Cuss.—E. I. Montoulien, Minister of Finance.

CzECHOSLOVARIA —--Ladlslav Feierabend, Minister of Finance.

Doumwican Repurric.—Anselmo Gopello, Ambassador to the United
States.

Ecuanor—Esteban F. Carbo, Financial O'oumelor, Ecﬂddomn Em-
bassy, Washington. -

Eover—Sany Lackany Bey..

Er Savvapor—Agustin Alfaro Moran,

Eraoria.—Blatta Ephrem Tewelde Medhen, Mzmster to the United
States.

Frenca DeLecation.—Pierre Mendes-France, Commissioner of Fi-
nance.

Greece.—Kyriakos Varvaressos, Governor of the Bank of Greece;
Ambassador Ewtraordinary for Economic and Financiel Mai-
ters.

Guaremara—Manuel Noriega Morales.

Harr.—Andre Liautaud, Ambassador to the Unifed States.

HoNpuras—dJulign R. Caceres, Ambassador to the United States.

IceLaxp—Magnus Sigurdsson, Manager, National Bank of I-eland.

- INDIA—Sir Jeremy Ralsman, Member for Finance, Gavemmﬂnt of
India.

Iran.—Abol Hassan Ebtehaj, Governor of National Bank of Iran.

Iraq—Ibrahim Kamal, Senator and former Minister of Finance.

Lierria.—William E. Dennis, Secretary of the T'reasury.
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COUNTRIES REPRESENTED - 87

Luxemeoure.—Hugues Le Gallais, Minister to the United States.

Mexico—Eduardo Suarez, Minister of Finance.

Neruexranos—d. W. Beyen, Financial Adviser to the Netherlands
Governmend.

New Zparanp.—Walter Nash M smster of Finance; M amste’r to the
United States.

Nicarsgua—Guillermo Sew]la Sa.casa; Amba&sadar to the United
States. '

Norway~—Wilhelm Keilhun; Dmaotor, B‘d\da of Norway, p. z‘\, London.
Panama—Guillermo Arango, President, Im;estom Service Uorpora-
tion of Panama. ceaaammas

Paraguav.—Celso R. Velazquez, Ambasaudor to the United States,
Perv.—Pedro Beltran, Ambassador-designate to the United States. -
PrmrriNe COMMONWEALTH —Colonel  Andres Sonano, Seorstary of:
Fingnee. o :
Porawp.—~Ludwik GTosfeld Minister of Finance. S
Union or SourH Amuca,—S F. N. Gie, Minister to the United States.
Union or Sovier Socrarist RepusLics—M. 8. Stepsnov, Deputy
People’s Commissar of Foreign Trade. ’
Unirep Kmveposr.—Lord Keynes,
Unrrep StaTes oF America—Henry Morgenthaw, Jr., Secretary of the
Treasury, - .
Urvguay.—Mario Le Gamma Acevedo, Ezpert, Ministry of Finance.
VenezueLa.—Rodolfo Rojas, Minister of the Treasury.
YucosLavia.—Vladimir Rybar, Counselor of the Yugoslav E’mbasmy,
Waskington,
Henrik de Kauﬂmann, Danish Minister to the Umted Statea,
tn kis personal capacity.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



DELEGATION OF THE UNITED STATES
Delegates

HrNry Morerrraav, Jr.jSevreiury of the Treasury—Chairman,
Frep M. Vanson, Direstor,.Office of Economic Stabilization—Vice
Chairman.
DEan Acnuson, Assistant Seeretary of State.
Eowsxo E. Brown, Presidoms, First National Benk of Chicago.
Leso T. CrowLEx, Administrator, Foreign Economic Administration.
Marrrner S. Eocres, Chatrman, Board af Governors .of the Fedeml
Reserve System.
Maeer NewcoMEeRr, Professor of Economics, Vassar 0033696.
Brext SrExce, House of Representatives; Chairman, Committee on
Bonking and Currency.
Crarces W Tosey, United States Senate; Member, Commilies on
Banking and Currency. -
Roserr F. Waexer, United States Senate; Chairman, Commitice on
Banking and Currency. -
Harry D, WarTE, Assistant Segretary of the Treasury.
Jesse P. Worcorr, House of Bepresentatives; Member, Oomwmttee on
Banksing and Currency.

Teehnical Advisers

E. M. BernsteiN, T'reasury. Department—Egecutive Sccretary of the
Delegation.

James W, Angerw, Foreign'Economio Adminisiration. -

‘Marcors Bryan, First Vice: President, Federal Resorve Bank af At-
lania.

L. G. CoLrapo, Department of State.

Hexey Eomrston, Vice President, Federal Reserve Bank of 8t. Louis,

Warrer GARDNER, Board of Governors, Federal Reserve System.

E. A. GowoeNweiser, Board of Governors, Federal Reserve System.

A. H. HawseN, Board of Governors, Federal Reserve System.

Frevericx Livesey, Department of State.

Warter Lovcasem, Jr., Securities and Exchange Commission.

Avevusr Mariry, Department of Commerce.

Norman T. Ness, Treasury Department,

Lzo S. Pasvorsky, Department of State,

Warsen Prerson, Export-Import Bank,
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DELEGATION OF THE UNITED STATES 89

Cuavncey W. Reep, House of Representatives; Member, Committee on
Coinage, Weights and Measures.

ANprew L. Somers, House of Representatives; (hairman, Committee
on Coinage, Weights and Measwres.

M. 8. Szymczak, Board of Governors, Federal Reserve System.

Legal Aduvisers

Anser F. Luxrorn, Treasury Department—COhief Legal Adviser,
Bex V. Conen, Office of Economic Stabilization.

Oscar Cox, Foreign Economio Administration.

E. B. Stroub, Vice Prosident, Federal Reserve Bank of Dallas.

Secretary General of the Delegation
Craarres S, Beir, T'reasury Department,
Assistants to the Chairman

Henmerra 8. Krorz, T'reqsury Department,
Marasrer McHuoer, Treasury Deporiment.
Freperik Smitit, Treasury Depertment.
Axthur SWEETSER, Office of War Information.

W. 4 SOVERMMENT FRINTIRG CFFICK: 1340
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