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Attached is a copy of the Treasury's proposal for an
international investment bank together with a brief statement and
covering memorandum by Secretary Morgenthau, as published on
November 23, 1943. Miss Bourneuf has prepared a memorandum
analyzing the provisions of the proposal and commenting on them.
A copy will be sent to you if you wish to see it.
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November 23, 1943
STATEMENT BY SECRETARY MORGENTHAU:

When the Treasury made public the tentative proposal for an
International Stabilization Fund, I said that we were studying means
of encouraging and facilitating international investment for reconstruc—
tion and development, A few weeks ago I appeared before the Congressional
Committees and summarized for them the principles which we believe should
guide us in the establishment of a United Nations Bank for Reconstruction
and Development,

The technical staffs of the Treasury and other interested departments
and agencies have now prepared a tentative proposal for such a Bank,
This tentative proposal is being sent to the Finance itinisters of the
United Nations and the countries associated with them, for consideration
and for study by their technical staffs, The Finance Ministers have been
informed that this tentative proposal does not represent the official
views of this Government but it is an indication of the views held by our
- technical staffs,

Wle are releasing for publication the tentative proposal for a United
Nations Bank for Reconstruction and Development and a covering memorandum
on the problem of international investment, These two documents, sent to
the Finance Ministers, are being released to make them available for
public discussione It is our intention to discuss the tentative proposal
with business, banking and other interested groups in this countrye.

The technical staffs of the Treasury and other departments of this
Government are of the opinion that an International Stabilization Fund
and a Bank for Reconstruction and Development could help provide a sound
financial foundation on which private enterprise can build a prosperous
world economy.
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A United Nations Bank
For Reconstruction and Development

One of the important international economic and financial
problems which will confront the United Nations at the end of
the war will be the unprecedented need for foreign capital,

In the areas devastated by war or plundered and ravaged by

the enemy, factories and mines, public utilities and railroads,
public buildings and public works will have to be repaired or
restored. In all of the United Nations, industries now pro-
ducing war goods will require capital for reconversion to
peacetime production. Finally, in many areas of the world,
large investment will be needed for industrial, agricultural
and commercial development.

Countries whose productive capacity has been seriously
impaired by war will find that their industries cannot pro-
vide the capital goods and their people cannot provide the
savings they require for reconstruction. Most non-industrial
countries will of necessity be depencent upon foreign invest-
ment to acquire the funds for the purchase of machinery,

equipment, and other capital goods for development. And even
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in those countries where a considerable part of the need for
capital can be met locally, there will be some need for foreign
capital to supplement the funds that can be raised at home.

With the return of an assured peace, private financial
agencies may be expected to supply most of the needed short-
term foreipgn capital. When thé shipping situation is improved
and peacetime industry here and abroad has recovered, many
business firms will be eager to sell their products abroad
on reasonable and even generous credit terms, And banks
likewise will hasten to expand their foreign business, reopen-
ing and establishing branches abroad; and assisting in the
financing of international trade.

It is not unreasonable to hope that with the return of
peace there will also be a gradual resumption of long-term
international investment, particularly in the form of the
establishment of foreign branch plants and the acquisition
of shares in established foreign enterprises. With the
growth of confidence in monetary stability, foreign invest-
ments will graduvally assume the form of publicly floated
loans to governments and municipalities, and to public

utilities and other industries.
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This flow of private capital to war stricken countries
will be encouraged by an adequate program of international
relief and rehabilitation which helps to quickly restore to
a working basis the economic 1life of those countries.
Another, and possibly even more important, stimulant to
foreign investments, would be the existence of an interna-
tional agency, such as the International Stabilization Fund,
designed to promote stability of foreign exchange rates and
freedom from restrictions on the withdrawal of earnings.

- Such an ageney could do much to enhance the attractiveness
of foreign investments.

While there will undoubtedly be substantial amounts of
long-term foreign investment even in the early postwar period;
the flow of capital to countries greatly in need of foreign
capital is likely to be inadequate for many years to come.
Private capital will understandingly hesitate to venture
abroad in anything like the required volume. It has
suffered too many losses from war, from depreciating cur-
rencies, from exchange restrictions, and from business

failures and defaults. There is little evidence to

- justify the hope that in the years immediately after the
) -
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war investors will lend the large sums that can be
economically used in foreign countries.

Obviously, it would be desirable to encourage in
every way, the »nrovision of capital for procuctive pur-
poses through the usual private investment channels, and
to the extent that private investment is inadequate, to
provide supplemental facilities. The problem is funda-
mentally an international problem and only an interna-
tional governmental agency equipped with broad powers
and large resources can effectively encourage private
capital to flow abroad in adequate amounts and provide
a part of the capital not otherwise available.

The primary aim of such an agency should be to
encourage private capital to go abroad for productive
investment by sharing the risks of private investors and
by participating with private investors in large ventures.
The provision of some of the capital needed for reconstruc-
tion and development, where private capital is unable to
take the risk, is intended to remain secondary in the
operations of such an agency. It should, of course,
scrupulously avoid undertaking loans that private investors
are willing to make on reasonable terms. It should perform
only that part of the task which private capital cannot

do alone.
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The need for foreign capital will be so great and the
provision of adequate capital so important that it would be
extremely shortsighted to neglect this urgent international
problem. If nrivate capital should suffice there would
then be little for an international agency to do, beyond
encouraging private investment. If, however, private
capital were to prove unable fully to meet the needs, then
such an international agency woulcd be eble to fill the breach
until private capital again flowed freely and the demand
for foreign capital throughout the world became less urgent.

It is imperative that we recognize that the investment
of productive capital in undeveloped and in capital neecy
countries means not only that those countries will be able
to supply at lower costs more of the goods the world needs,
but that they will at the same time become better markets
for the world's goods, By investing in countries in need
of capital, the lending countries, therefore, help them-
selves as well as the borrowing countries. If the capital
made available to foreign countries would not otherwise
have been currently employed, and if it is used for produc-
tive purposcs, then the whole world is truly the gainer.
Forsign trade everywhere will be incrcased; the real cost

of producing the goods the world consumes will be lowered;
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and the economic well-beins of the borrowing and lending
countries will be raised.

One great contribution that the United Ilations can
make to sustained peace and world-wide prosperity is to
make certain that acequate capital is available on reason-

able terms for productive uses in capital-poor countries.

‘With abundant capital, the devastated countries can move

steadily toward rehabilitation and a constantly improving
standarc of living. sothing could be more conducive to
political stabilify and to international collaboration.
Without adequate supplies of capital, however, recovery
in Lurope anc Asia will be slow and sporeadic, and economic
discontent and internetional bitterness will in time assume
disturbing proportions. To spend hundreds of billions to
fight a war thrust upon us, and then to balk at investing
a few billions to help assure peace anc prosperity would
aprear to be a singularly unwise policy.

Accompanying this memorandum is a draft proposal for
a bank for Reconsfruction anc. Development of the United
and ~csociated Letions. The draft was prepared by the
technical staff of the United States Treasury in consulta-
tion with the teclnical staffs of other departments of

this Govermment. The proyposal has neither official status
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nor the approval of any department of this Government. It
is in ovtline form touching on the more important points and
is intended only to stimufﬂta thoughtful discussion of the
problem in the hope that such cdiscussion will call forth
constructive criticism, suggestions, and alternative pro-
posals for possible loter submission to the appropriate
suthorities and to the public.

4 United Hations Benk for Reconstruction snd Develop-
ment is proposed as another international agency needed to
help attain enc maintain world-wide prosperity after the
war, It 1s designed as a companion agency to an International
Stabilization Fund. Zach agency could stand and function
effectively without the other; but the establishment of such a
Bank would make easier the task of an International Stabili-
zation Fund; and the successful operation of an International
Ctabilization Fund would enhance the effectiveness of the Bank.
Together, the two institutions could help provide a sound
financiel foundation on which private enterprise can build a
prosperous world economy.

Henry lorgenthau, dJr.,

Secretary of the Treasury.

Weskington, b C:
November, 1943,
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2 U. S: Treasury
November, 1943

Preliminary Draft Outline
of a Proposal for
A United Nations Bank
For Reconstruction and Development

Preamble

l. The provision of foreign capital will be one of the
important international economic and financial problems of
the postwar period. Many countries will require capital for
reconstruction, for the conversion of their industries to
peacetime needs, and for the development of their productive
resources, Others will find that foreign investment provides
a growing market for their goods, Sound international invest-
ment can be of immense benefit to the lending as well as to
the borrowing countries,

2. FEven in the early postwar years it may be hoped
that a considerable part of the capital for international
investment will be provided through private investment chan-
nels, It will undoubtedly be necessary, however, to encour-
age private investment by assuming some of the risks that will
be especially large immediately after the war and to supple-
ment private investment with capital provided through inter-
national cooperation. The United Nations Bank for Recon-
struction and Development is proposed as a permancnt instltu-
tion to encourage and facilitate international investment for
sound and produc tive purposes.

3. The Bank is intended to cooperate with private finan-
cial agencies in making available long-term capital for recon-
struction and devclopment and to supolcment such investment
where private agencles arc unable to mecct fully the legitimate
nceds for capital for productive purposes. The Bank would
make no loans or investments that could be secured from pri-
vate investors on reasonable terms. The principal function of
the Bank would be to guarantee and participate in loans made
by private investment agencies and to lend directly from 1its
own resources whatever additional capital may be needed. The
facilities of the Bank would be available only for approved
governmental and industrial pro jects which have been guaran-
teed by national governments. Operating under these princi-
ples, the Bank should be a powerful factor in encouraging the
provision of private capital for international investment.

li. By making certain that cspital is available for pro-
ductive uses on reasonable terms, the Bank can make an im-
portant contribution to enduring peace and prosperity. With
adequate capital, countries affected by the war can move
steadily toward reconstruction, znd the newer countries can
undertake the economic development of which they are capable.
International investment for these purposes can be a signifi-
cant factor in expanding trade znd in helping to maintain a

Digitized for FRASERDL &1 level of business actlivity throughout the world. ,
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Iv The Purposes of the Bank

To assist in the reconstruction and development of
member countries by cooperating with private financial
agencies in the provision of capital for sound and
constructive international investment.

To provide capital for reconstruction and development,
under conditions which will amply safeguard the Bank's
funds, when private financial agencies are unable to
supply the needed capital for such purposes on reason-
able terms consistent with the borrowing policies of
member countries,

To facilitate a rapid and smooth transition from a
wartime economy to a peacetime economy by Iincreasing
the flow of international investment, and thus to help
avold serious disruption of the economic life of mem-
ber countries.

To assist in raising the productivity of member countries
by helping to make available through international col-
laboration long-term capital for the sound development of
productive resources.

To promote the long-range balanced growth of international
trade among member countries.

IT. Capital Structure of the Bank

The -author!zed canital shall be equivalent to about
$10 billlon consisting of shares having a par value
equal to $100,000.

The shareg of the Bank shall be non-transferable, non-
assessable, and non-taxable. The liability on shares,
shall be limited to the unpaid portion of the subscrip-
Lion price,

Each government which is a member of the International
Stabilization Fund shall subscribe to & number of shares
to be determined by an agrecd upon formula. The formula
shell take into account such relevant data as the
national income and the international trade of the mem-
ber country.

Such a formula would make the subscription of the United
States approximately one-third of the total.

Payments on subscriptions to the shares of the Bank shall
be made as follows:

a. The initial payment of cach member country shall be
20 percent of its subscription, some portion of which
(not to exceed 20 percent) shall be in gold and the
remainder in local currency. The proportions to be
paid in gold and local currency shall be graduated
according to an egrced upon schedule which shall take
Into account the adequacy of the gold and frce foreign
exchange holdings of cach member country.
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II-lL b. The member countrics shall make the initisl pay-
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ments within 60 days after the datc set for the
opcrations of the Bank to begin. The remainder
of their respective subscriptions shall be paid
In such amounts and «t such times as the Board
of Directors may dectermine, but not morc than 20
pcreent of the subscripticn may be called in any
one yecar,

c. Cells for further peyment on subscriptions shall
bec uniform on 211 sharcs, cnd nc calls shall be
made unless funds arc necded for the opcrations
of the Bank. The proportion of subsequent pay-
ments to be mtide in gold shall be determinced by
thce schi:dule in II-l-2 as it sppiies to cach mem-
ber country at the time of cech call,

A substantlal part of the subscrib.d capital of the
Banl: shall be reservced in the form of unpaid sub-
scriptions ¢s & surcty fund for thc sccurities guaran-
tced by the Bank or issued by the Bank.

"hen the cash resources of the Bank cre substantlally
In ¢xccess of prospective necds, the Board may return,
subjcct to futurc cell, uniform proportions of the sub-
scriptions. When the local currency holdings of the
Bunk c¢xcced 20 percent of the subscription of uny mem-
ber country, the Board may arraenge to repurchase with
local currency some of thc shares hcld by such a
country.

Each member country agrces to repurchasc each year 1its
local currcncy held by the Bank cmounting to not more
than 2 percent of 1ts paid subscription, paying for it
with gold; provided, however, that:
2. This requircment may bc generelly suspended for
cny year by a three-fourths vote of the Board.

b. No country shall bc required to rcpurchasc local
currency in any givon year in cxcess of onc-half
of the addition to its officicl holdings of
gold during the preccding ycar.

c. The obligatlion of & mcmber country to rcpurchasc
its local currcncy shall be limited to the smount
of the local currecncy peid on its subscription.

All mcmber countrics agree that all of the locel cur-
rcney holdings cnd other assets of the Bunk located in
thcir countries shall be frece from any speelaul restrie-
tions &8 to thelr usc, except such rcstrictione Hs are
conscntcd to by the Bunk, and subject to IV-13%, below.

The rcsourccs wnd the facilitics of the Benk shall be
used exclusively for the benefit of member countrics.
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III. The International Monetcry Unit

1. The monetary unit of the Bank shall be the Unitas of
the Internution“l Stabilization Fund (137-1/7 grains
of fine zold, that is, equivalent to %10 U.S.).

2. The Bonk shall keep its accounts in terms of unitus.
The loccl currency assets of the Bank are to be
gucranteed cgalnst cny depreciation in their value in
terms of unitas.

IV. Powers und Operctions

1. To achieve the purposes stated in Section I, the Bunk
may guarentee, perticipate in, or mcke locns to any
member country «nd through the government of such
country to any of its politiccl subdivisions or to
business or industricl enterorlses therein under con-
ditions provided below.

&, The payment of interest and principecl is fully
guarenteed by the nutional government,

b. The borrower is otherwise unable to secure the
funds from other sources, even with the n«tional
government's gucranty of repayment, under con-
ditlons which in the opinion of the Bank are
recsonable.

c. A competent committee has made u ccreful study
of the merits of the project or the program
cand, in & written report, concludes that the loan
would serve directly or indirsctly to rclse the
productivity of the borrowiling country cnd that
the prospects are favorable to the servicing of
the loan. The majority of the committee making
the report shall consist of members of the tech-
niccl staeff of the Bank. The committee shall in-
clude an expert selected by the country requesting
the loan who may or may not be ¢ member of the
technical staff of the Bank.

d. The Bank shall make arrangements to ussure the
use of the proceeds of any loacn which it guer-
antees, participates in, or mckes, for the pur-
poses for which the loan was approved.

€. The Bank shsll gusrentee, participate in or make
loans only &t reasonable rates of interest with
a schedule of repayment appropriate to the
cherzcter of the project and the balance of pay-
ments prospects of the country of the borrower.

2. In cccordance with the provisions in IV-1, cbove, the
Bank mey guarantce in whole or in part loans made by
private investors provided further:
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a., The rete of Interest and other conditions of the
loan are rcusonsable,

b, The Bank 1s compensated for 1its risk in guarantce-
ing the log&n.

The Bank mey participate in loans placed through the
usual Investment channels, provided 2ll the conditlons
listed under IV-1 above are met except that the reote
of intecrest may be higher than if the losns wire guar-
anteed by the Bank,

The Bank may encourage and facillitate International
Investment in equity securities by seccuring the guur-
entce of governments of conversion into foreizn cx-
chenge of the currcnt earnings of such forelign held
Investments., In promoting this objcctive thc Boenk may
¢lso particlpate in such investments, but its uggre-
gate participation in such equity sccuriticecs shell not
excced 10 percent of 1ts paid in popit:il.

The Bonk mey publicly offer any sccuritics 1t has
previously acquircd, To foellltate the plaeing of
such sccuritles, the Bank mcy, in its discretion,
guarentce them.,

The Benk shall meke no locns or Investments thot can be
plcced through the usucl privete investment channcls on
rcasonablc terms, The Brnk shell by rezuletion prescribe
proccdurce for 1ts operctions that will assurc thc appli-
catlon of this principlc.

The Bank shall impose no condition upon & locn ¢s to the
particular membcr country in which the procceds of the
loan must be spcnt; provided, howcver, that the procceds
of « loan muy not bc spent in any country which 1s not a
mcmber country without thc approval of the Bank.

The Bank in meking louns sheall providec that:

a. The forelgn exchengc in connection with the
project or progrsm shall be provided by the
Bank in the currenciss of the countries 1n
which the proceeds of the loan will be spent
cnd only with the cpproval of such countrics.

b. The loeal currcney nceds in conncetion with
the project shull be largely flngnecd locally
without the cssistonee of the Bonk,

¢. In speolcl elircumstonecs, where the Bank cone
sidcrs that the local part of zny project
cennot be financcd at home except on very un-
rcasonable terms, it can lend that portion to
the borrowecr in local currency.

d. Whire the deveclopmental program will give risc
to cn lnereuscd necd for foruign exehsnge for
purposcs not dircetly n.cded for thaet program
yet rcsulting from the prozrem, thc Bunk will
provide sn cpprgprlete nart of the locp dn _gold




IV-9. WVhen o loan is made by the Bank 1t shall credit the
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account of the borrower with the cmount of the loun.
Payment shall be made from this account to mect
drafts covering audited expenses.,

Loans participated in or madc by the Bank shall
contain the following payment provisions:

2, Payment of intcrest due on loans shcll be
made in currencies acceptable to the Bank
or in gold. 1Interecst willl bc payable only
on amounts withdrawn,

b. Payment on account of principal of a loan
shall be in currcncles acceptable to the Bank
or 1n gold. If thc Bank and thc borrower
should so agrce at the time a loan is made,
payment on principal may be in gold, or at
the option of the borrower, in thc currency
actually borrowed,

c. In event of an ccute exchange stringency the
Benk may in 1ts judgment accept for periods
not excceding % years at a time the payments
of interest cnd principal in local currency.
The Benk sheall arrange with the borrowing
country for the repurchosc of such local cur-
rency over o pcriod of yeors on appropriate
terms thet safcguard the valuc of the Bank's
holdings of such currcncy.

d. Poeyments of interecst and principeal, whether
ede in momber currcnceics or in gold, must
be equivalent to the unitsass valuc of the loan
tnd of the contractual interest thereon.

The Bank may levy a charge against the borrower for
its expenses 1n investigating any loon placed, :
zuaranteed, participated in, or made in whole or in
part by the Bank.

The Bank may guarantce, participote in, or make loans

teo international governmcntal agencies for objectives

consonant with the purposes of the Bank, provided

that one-half of the perticlpants In the internationsi
agencics erc members of the Bank,

In considering any applicatlion to guarentee, partici-
pate in, or make o loan to a member country, the Bank
shall give duc regard to the effecet of such a loan on
busincss and financial conditions in the country in
which the loan 1s to be spent, znd shsll accordingly
obtain the conscnt of the country affccted.

At the rcecquest of the countrics in which portions
of thc loan are¢ spent, the Bank will repurchasc for
gold or nceded foreign exchonge a part of the ex-
penditures in thc currencics of those countriles
madc by the borrowcr from the proceeds of the loan,
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With the approval of the represcntatives of the
governments of the membecr countrics involved, the
Bank may engage in the following operations:

a. It mey issuc, buy or sell, pledge, or
discount any of its own scecuritics and
obligations, or securitles and obliga-
tions taken from 1ts portfolio, or seccur-
1ties which 1t has guaranteecd,

b. It may borrow from any membcr governments,
fiscal agencies, central banks, stabilizetion
funds, priveatc finecnclal institutions in
mcmber countrics, or from intcrnetional finan-
clal agecneles,

ce It may buy or se¢ll foreign cxchange, after
consultation with thc International Stabili-
zatlon Fund, whcre such transcctions arc _
nceessary in conncetion with its operations.,

Thc Benk mey act as agent or correspondent for the
governments of member countrics, thcir ccntral banks,
stabilization funds and fiscal agencles, znd for
international financicl institutions.

The Bank may act as trustce, reglistrar or agent in
connection with loans gmarantecd, participated in,
made, or placed through the Bank.

Except as otherwise indicated the Bank shall deal
only with cr through:

a. The goevernments of member countries, thceir
central banks, stabilizatlon funds and fiscal
agencics.

b. The International Stobilization Fund and any
other internationesl financial agencles owned
prcdominantly by member gevernments,

The Bank may, nevertheless, with the approval of

the member of thc Board reprcscnting the government
of the country ccncerncd dcal with the public or
institutions of mamber countrics in 1ts (the Bank's)
own sccuritles or sccuritles which 1t has guaranteed.

If the Bank shall dcclarc any country cos suspended
from membecrship, the mcmber governments and thelir
agencics agrece not to extend any flnoneial assistance
to that country without the approval of thc Bank
until the country has been restorcd te membership.

The Bank end its officers shall scrupulcusly avold
interference in the political affairs cf any member
cocuntry. This provision shall nct 1limit the right
of an officer of the Bank tc participate in the
political 1life of his own country.



IV-19- The Bunk shell not be influenced in 1its decisions
wlith respect to upplications for loans by the
political character of the government of the
country requesting & loan. Only economic considera-
‘tions shrll be relevant to the Bank's decisions.

O

V. Macnagement

1. The sdministraztion of the Bank shall be vested in &
Board of Directors composed of one director «nd one
alternste appointed by each member government in a
menner to be determined by it.

The director and alternate shall serve for ¢« period
of three years, subject to the pleasure of their
government. Dirccters znd zlternctes may be reap-
pointed,

2. Veoting by the Board shell be s followss

& The director cr slternate of cach member country
shall be entitled to east 1,000 votes plus one
vote for cach share of stock held. Thus a
government owning onc share shell cast 1,001
votes, while a government having 1,000 shares

shall cacst 2,000 votes,

O

No ccuntry shall cest more thon 25 percent of
the azgrcgate votes,

c. Except where otherwlise provided, decisions of
the Boerd of Dircctors shall be by simple
me jority of the votes cocst, cach membor of the
Bocrd castling the votecs allottcd to his govern-
ment. Vhen deemed to be in the best intcrcats
of the Bank, decisions of the Board mcy be made,
without & meceting, by polling th: direcctors on
specific questions submittecd to them in such
menner &8s the Board shell by regulation provide.,

3. The Board of Dircctors shsll sclect a Prcsident of the
Bank, who shell be the chicf of the opercting staff of
the Bunk snd cx-officio « mcecmber of the Bourd, znd one
or morc vice¢ presidents. The Preeident end viee presi-
dents of the Bank shall hold office for four years,
shall be eligiblé for reclection, cnd may be removed
for cause at any time by thc Board. The staff of the
Benk ghiell be secleoted in cccordasnce with peguligulionsg
cstablishced by the Boerd of Dircctors,

li. The Board of Dircectors shall cppoint from among its
members, «n Exccutive Committce of not more than nine
mcmbers., The President of the Bonk shall be an ex-

——
officlo member of the Executive Committec.
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V-lj- The Executive Committee shall be continuously avail-

eble at the head office of the Bunk and shsll exer-
cise the suthority deleguted to it by the Board. In
the sbsence of any member of the Executive Committee,
his slternate on the Bocrd shall act in his plcce.
Members of the Executive Co,mLttee sholl recelve op-
propriste remuneration.

The Board of Directors shall select on Advisory
Council of seven members. The Council shall cdvise
with the Bonrd «nd the officers of the Bunk on mat-
ters of zenersl polley. The Councll shall meet
annuclly «nd on such other occesions ss the Bourd
m.y request.

The members of the Advisory Council shall be selected
from men of outstinding ability, but not more than

one member shall be selected from the scme country.

They shall serve for two yearsy snd the term of any
member mey be renewed. Members of the Councll shell

be peld their expenses’'cnd & remuneration to be fixed
by the Board.

The Board of Directors muy appoint such other com-
mittees «s 1t finds necessary for the work of the
Benk. It mey clso appoint advisory committees chosen
wholly or particlly from persons not rezularly cm-
ployed by the Bunk.

The Board of Directors mey ot any meeting suthorize
any officers or commlttees of the Bonk to exercise
any specified powers of the Board except the power

to make, gucrontee or particibpste in loong,  Such
powers shall be excereised in o manner consistent with
the genercl policles cnd practiccs of the Bosard,

The Bourd may by a threc-fourths votc delegate to

the Executive Committce the power to mekce, gucrantec
o participate in leoans 1n such cmounts o8 maysbe
fixed by the Bosrd., In passing upon spplicaotions iar
louns, the Executive Committec shall net under the
regquirements. speeificed for caoch type of loan,

A member country failing to mect its finaneiaol obli-
gutions to the Bank may be declared in default and 1t
mey be suspended from membership during the period of
1ts defeult provided a majority of thoe member countrics
so deelde., wWhile under suspension, the country shall
be denied . the privilegcs of membership, but shall be
subject to the obligctions of membership. At the end
of one year the country shell be cutom:ticully dropped
from mcmbership in the Bank unless it has been restored
to good stending by o majority of the member countries.

If ¢ member country clects to withdr:iw or is dropped
from the Benk 1ts sharecs of stock shall, 1T the Bonk fias
& surplus, be repurchzsged ¢t the price paid. . If the
3enk 's books show & loss, such country shall bear 2 pros
portionatc sharc of the loss. The Bonk shall hive 5
y@ rs in which to liquidate its obligations to & membcr

e el bR e dfom the Benk,
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Any member country that withdraws or 1is dropped from
the Intcernational Stabllization Fund, shcll relinguish
its membership in the Bank unless three-fourths of the
member vetes fovor 1ts remelning as a member.

The ycarly net profits shall be epplicd as follows:

e All orofits sh:ll be dlstributcd in proportion .
to shares held, cxcept that once-fourth of the
profits shell be cpplicd to surplus until the
surplus egquals 20 pcreent of the capltal,

b. Profits shall be payable in & country's local
currencey, or in gold ct the option of the Bank.

The Bank shall collect and moke avallable to member
countrics and to the Internctionnl Stablllzation Fund
finuneciul and economiec Informction cnd reports rc-
lating to the operations of the Bank.

Vember countrics shall furnish the Bank with 211
information and data that wonld focilltate the
operations of the Bunk,

Federal Reserve Bank of St. Louis






