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CHAPTER I. PURPOSES

Explanation

In general the statement of purposes makes it clear that the

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

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

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

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

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

situations.

Provisions

(iii)

(iv)

(v)
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Article I. The purposes of the International Monetary Fund are:

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

To facilitate the expansion and balanced growth of international
trade, and to contribute thereby to the promotion and maintenance

of high levels of employment and real income and to the develop~-
ment of the productive resourcecs of all members as primary objec-
tives of economic policy.

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

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

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

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

a, Entry Into Force

Explanation

No part of the Agreement will enter into force or be binding on
any country until governments having 65 per cent of the total assigned quotas,
that is countries having aggregate quotas of almost 6 billion dollars, have
agreed to accept the obligations of meﬁbership, and in no event before lay
1, 1945. Governments accept memburship by signing the agreement and de=-
positing an instrument stating that it has accepted the Agreement and taken
the steps necessary to carry out its obligations under the Agreement. There
is a special provision that countries which have been under enemy occupation
may sign the Agreement and become original members, but may postpone actual

acceptance of the obligations of membership until six months after their

)

territories have been liberated from the enemy, No government actually

¢

becomes & member until the Agreement enters into force,

When governments sign the Agreement they must make a very small
payment in gold to help meet the administrative expenses of the Fund, This
payment will be returned to the government if the Agreement does not enter
into force before December 31, 19L45.

Only governments which were represented at Bretton Woods can accept
membership before December 31, 1945. It is stipulated that the Agreement must
come into force before December 31, 19,5, or not at all,

Provisions

Article XX, Section 1, Entry into forece. - This Agreement shall
enter into force when it has been signed on behalf c¢f governments having
sixty-five percent of the total of the quotas set forth in Schedule A and
when the instruments referred to in Section 2 (a) of this Article have been

~ deposited on their behalf, but in no event shall this Agreement enter into
A 4 force before May 1, 1945,
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Article xX. See. 2., Signature - (&) Each government on whose behalf this Agree-
ment is signed shall deposit with the Government of the United States of
America an instrument setting forth that it has accepted this Agreement in
accordance with its law and has taken all steps necessary to enable it to
carry out all of its obligations under this Agreement.

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

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

(d) At the time this Agreement is signed on its behalf, cach govern-
ment shall transmit to the Government of the United States of America one
onc-hundredth of one per-cent of its total subscription in gold or United
States dollars for the purpose of meeting administrative expenses of the
Fund., The Government of the United States of America shall hold such funds
in & special deposit account and shall transmit them to the Board of Governors
of the Fund when the initial meeting has been called under Section 3 of this
Article. If this Agreement has not come into force by December 21, 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 eccordance with Article II, Section 2,

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

(h) In the case of governments whose metropolitan territories have been
under enemy occupation, the deposit of the instrument referred to in (a)

-above may be delayed until one hundred eighty days after the date on which
these 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 government shall become void and the portion of its sub-
scription paid under (d) above shall be returned to it,

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

b. Inauguration of the Fund

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

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

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

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

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

c. Initial Determination of Par Values

Explanation

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

days. The Fund can object to this par value if it appears that it cen not
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be maintained without leading to undue use of the resources of the Fund either
by that member or by other members. The Fund and the member must agree on

an initial par value within a reasonable period, and if no agreement is
reached the member will be deemed to have withdrewn,

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

Provisions

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

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

(b) The par value communicated by a member whose metropolitan territory
has not been occupied by the enemy shall be the par value of that member's
currency for the purposes of this Agreement unless, within ninety days after
the request referred to in (a) above has been received, (1) the member notifies
the Fund that it regards the par value as unsatisfactory, or (ii) the Fund
notifies the member that in its opinion the par value cannot be maintained
without causing recourse to the Fund on the part of that member or others on
& scale prejudicial to the Fund and to members. When notification is given
under (i) or (ii) above, the Fund and the member shall, within & period
determined by the Fund in the light of all relevant circumstances, agree
upon & suitable par 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.,
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(c) When the par value of a member's currency has been established
under (b) above, either by the expiration of ninety days without notification,
or by agreement after 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 territory has been
occupied by the enemy, the provisions of (b) above shall apply, subject:to
the following modifications:

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

(ii) Within the extended period the member may, if the Fund has begun
exchange transactions, 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
mede by agrecement with the Fund in the par value communicated under
(a) above,

(e) If a member whose metropoliten 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 shall be communi-
cated to the Fund and the provisions of (d) above shall apply,

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

(g) A member communicating to the Fund a par value for the currency of
its metropolitan territory shall simultaneously communicate 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 Agreement under Section
2 (g) of this Article, but no member shall be required to make a communi-
cation for the scparate currency of & 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 communijcated, the Fund shall compute the par value of each separate
currency. A communication or notification to the Fund under (a), (b) or (d)
above regarding the par value of & currency, shall also be deemed, unless the
contrary is stated, to be a communication or notificatijon regarding the par
value of all the separate currencies referred to above. Any member may,
however, make & commnication or notification relating to the mefropolitan
or any of the separate currencies alone, If the member does so, the provisions
of the preceding paragraphs (including (d) ebove, if a territory where a
separate currency exists has been occupied by the enemy) shall apply to each
of these currencies separately, ;

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

Explanation

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

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

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

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

determine after members having sixty-five percent of the total of the quotas
set forth in Schedule A have become e¢ligible, in accordance with the pre-

ceding paragraphs of this Section, to purchase the currencies of other mem-
bers, but in no event until after major hostilities in Europe have ceased,
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(i) The Fund may postpone cxchange transactions with any member if its
circumstances are such that, in the opinion of the Fund, they would lead to
use of the rosources of the Fund in a manner contrary to the purposes of this

Agreement or prejudicial to the Fund or the members,
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CHAPTER III. MEUBERSHIP AND SUBSCRIPTIOWNS

a. Membership

Explanation

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

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

Section 2, Other members. - lembership shall be open to the govern-

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

Article XX, Section 2, (e¢) This Agrcement shall remain open for
signature at Washington on behalf of the governments of the countries whose
namcs are set forth in Schedule A until December 21, 1945, i

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

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

b, Bubscription Quotas

Explanation

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

The United States has a veto power over a change in the quota of
any member because a L/5 vote is required for any change in quotas. This
is important because if foreign quotas were incrcased too much the pressure
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e
on the Fund's supply of gold and dollars would be too great, No country's
quota shall be changed without its consent.
Provisions

Article III., Scction l,, Quotas. - FEach mcmber shall be assigned
& quota, The quotas of the members represented at the United Nations lione-
tary and Financial Conference which accept membership before the date speci-
ficd in Article XX, Section 2 (e), shall be those set forth in Schedule A.
The gquotas of other members shall be determined by the Fund.,

Section 2., Adjustment of quotas. - The Fund shall at intcrvals of
five years roview, 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 eny particular quota at the roquest 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.

c. Form and Time of Payment of Subscriptions

Explanation

Members must subscribe their quotas in full before the date on
which they become eligible to purchase currencies from the Fund, Memhep
countries subscribe to the Fund in gald and national currencies: Each mem-
ber subscribes its assigned quote, the gold part ef the subscription being
& minimum-.of 25 per eent of its quota or 10 per cent of its net official
holdings of gold and United States dollars, whichever is the smaller.

A country's net official holdings of gold and United States dollars will
ordinarily differ very little from its gross official holdings, The only
liabilities which can be subtracted from gross official holdings are holdings
of its currency by governments,official institutions or banks in other
countries carrying specified rights of conversion into gold or dollars.

There is provision for an estimated provisional gold payment in the case of
occupied countries which are not able to calculate their net official holdings
of gold and dollars, Table I shows the quotas of the countries represented

at the United Nations Monetary and Financial Conference, totaling 8.8 billion
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dollars, the amount of the required United States gold contribution, and a

rough estimate of the required gold contributions of the other countries,

TABLE I

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

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

2/ Figure based on gross official pgold and dollar holdings at the end of
March 19y, In cases where gold reserves are not reported officially the
figures have been estimated and are subject to revision, In general, gold
confiscated in invaded countries is attributed to those countries since their
claims will presumably be honored after the war, To the extent that there have
been net transfers of such gold to other accounts there is double counting,

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

Under the terms of the Agreement & member can substitute non-
interest bearing demand obligations of the government for any part of its
currency which the Fund does not considor it necessery to hold as an
opecrating or working balance. For purposes of the Agrcement the Fund's
holdings of the currency of & member include its holdings of such domand
obligations.

Provisions

Article ITI., Section 3,, Subscriptions: Time, place, and form
of payment. - (a) The subscription of cach mecmber shall be equal To 1ts
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quote 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 (d), to buy currencies from the Fund.

(b) Each momber shall pay in gold, as & minimum, thc smeller of

(1) twenty-five percent of its quota; or

(ii) ten percent of its not official holdings of gold and United States
dollars as at the date when the Fund notifies members under Article
XX, Section 4 (a) that it will shortly be in a position to begin
exchange transactions.

Each member shall furnish to the Fund the data necessary to dstermine its
net official holdings of gold and United States dollars.

(¢) Each member shall pay the balance of its quota in its own currency,

(d) If the net official holdings of gold and United States dollars of
any member 2s at the date referred to in (b) (ii) wbove are not ascertainable
because its territories have been occupied by the snemy, the Fund shall fix
an appropricte alternative date for determining such holdings. If such date
is later than that on which the country becomes eligible under Article XX,
Section 4 (c¢) or (d), to buy currencies from the Fund, the Fund and the mem-
ber shall agree on & provisional gold payment to be made under (b) above,
and the balance of the member's subscription shall be paid in the member's
currency, subject to appropriate adjustment between the member and the Fund
when the net official holdings have been ascertained.

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

(b) If & member consents to & 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 raduction. The payment shall be made in the membsr's
currency and in such amount of gold as may be necessary to prevent reducing
the Fund's holdings of the currency below scventy-five percent of the new
quotsa,

Seetion H., 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 Jjudgment of the Fund is not needed for its operations, notes
or similar obligations issued by the member or the depository designated by
the member under Article XIII, Section 2, which shall be non-negotiable,
non-interest 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 subscribed by members but also to any currency
otherwise due to, or acquired by, the Fund,

Article XIX. (h) For the purpose of calculating gold subscriptions
under Article III, Section 3, a member's net official holdings of gold and
United States dollars shall consist of its official holdings of gold and
United States currency after deducting central holdings of its eurrency by
other countries end holdings of its currency by other official institutions
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and other banks if these holdings carry specified rights of conversion into
gold or United States currency.

(£) The Fund's holdings of the currency of a member shall include any
securities accepted by the Fund under Article III, Section 5,

d. Depositories

Explanation

The Fund's gold will be held in the central banks or other de-
signated depositories of member countries. At the outset, one-half of the
Fund's gold will be held in the Federal Reserve System and L0 per cent in the
central banks of the United Kingdom, the Union of Soviet Socialist Republics,
China, and France.

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

Provisions

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

(t) The Fund may hold other assets, including gold, in the depositories
designated by the five members having the largest quotas and in such other
designated depositories as the Fund may select. Initially,.at least one-
half of the holdings of the Fund shall be held in the depository designated
by the member in whose territories the Fund has its principal office and at
least forty percent shall be held in the depositories designated by the re-
maining four members referred to above,. However, all transfers of gold by
the Fund shall be made with due regard to the costs of transport and antici-
pated requirements of the Fund. In an emorgency the Executive Directors may
transfer all or eany part of the Fund's gold holdings to any place where they
cen be adequately protected., _ ,

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

Explanation

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

Provisions

Article IV., Section 8., iaintenance of gold value of the Fund's
assets. - (a) The gold value of the Fund's assets shall be maintained not-
withstanding changes in the par or foreign exchange value of the currency
of any member.

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

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

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

Article XIII., Section 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 depository designated by it.
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CHAPTER IV, NATURE OF TRANSACTIONS WITH THE FUND

a, Through Governmental Agencies

Explanation

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

Article V., Section 1., Agencies dealing with the Fund. - Each mem-
ber shall deal with the Fund only through its Treasury, central bank, stabili-

zation fund, or other similar fiscal agency and the Fund shall deal only with
or through the same agencies.

b. On Initiative of Member

Explanaﬁion

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

Provisions

Article V., Section 2., Limitation on the Fund's operations. -
Except as otherwise provided in this Agrecment, opcrations on the account of
the Fund shall be limited to transactions for the purpose of supplying a mem-
ber, on the initiative of such member with the currency of another member in
exchange for gold or for the currency of the member desiring to make the
purchasse,

c. Purchasc Foreign Currencies With Own Currency

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

are entitled to obtain currencies of other member countries from the Fund in
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P exchange for their own currencies. In the Fund, a country's currency 1s an
obligation of that country, & claim on its resources, It is impartant to an
understanding of the Fund's operations to recognize that a country's currency,
as such, is good only in the issuing country, and that when it acquires foreign
currencies from the Fund and pays for them in its own currency, it, in effect,
borrows these foreign currencies and gives the Fund, in exchange, demend
obligations which constitute & claim on its goods and services, Currencies
are obtained from the Fund only for immediate use in making payments in
other countries, whereas currencies paid into the Fund in exchange are claims
held by the Fund for use when and if a demand for them develops, The trans-
action has elements of a loan by the Fund to the country which purchases ex-
change from it, notwithstanding the fact that the currency paid into the
Fund for the foreign exchange is money in its own country, This is the ex~
planation of the fact that throughout the Fund Agreement a country's use of
the Fund's resources at a given time is measured by the amount of its currency

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

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

Provisions
e Article V,, Seection 3., Conditions governing use of the Fund's
- resources. - (a) A member shall be entitled to buy the currency of another
member from the Fund in exchange for its own currency subject to the fol-

lowing conditions:
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(1) The member desiring to purchase thc curreney represents that it is
presently needed for meking in that currency payments which are con-
sistent with the provisions of this Agreement;

(ii) The Fund has not given notice under Article VII, Scction 3, that its
holdings of the currency desired have become scarce;

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

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

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

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

d. Purchase of Foreign Currencies with Gold

Explanation
Members may also buy foreign currencies from the Fund with gold.
Such purchases would not constitute a drain on the Fund, Any member wishing
to buy the currency of another member with gold is expected, if it can do so
with equal advantage, to acquire the foreign currency through the sale of
gold to the Fund. In this way the Fund's holdings of gold, with which it
can buy any member's currency, will be steadily replenished. The repurchase
provisions described later also tend to replenish the Fund's supply of gold
or of currencies in demand.
Provisions
Article V., Section 6., Purchases of currencies from the Fund for
gold, - (8a) Any member desiring to obtain, directly or indirectly, the
currency of another member for gold shall, provided that it can do so with
equal advantage, acquire it by the sale of gold to the Fund.
(b) Nothing in this Section shall be deemed to preclude any member from

selling in any market gold newly produced from mines located within its
territories, ]
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CHAPTER V. CONDITIONS GOVERNING USE OF THE FUND

2, To Make Peyments for Current Transactions

Explenation

Member countries can use the resources of the Fund, in gencral,
only to finance current trensactions with other member countries. This is
brought out in the statement on the purposes of the Fund which says that
the Fund is to essist in the establishment of & multilgtceral system of
payments in respect of current transactions. It is also brought out in
the section of the Agreement which stetes thet members may not meke net
use of the Fund's resources to meet large or sustained outflows of capitel,
&nd that the Fund mey request e member to exercise controls to prevent
such use of the resources of the Fund and declarc & member ineligible to
use the Fund if it does not excrcisc appropriate controls. Thcre is a
special provision allowiﬁg a member to buy foreign currencies from the
Fund to mekc capital trensfers when the Fund's holdings of its currcney
are below 75 per cent of its quota. This would not-entail a net use of
the Fund's resources for capital transactions.

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

Provi sions

krticle I (Purposes) (iv) To assist in the esteblishment of a multilateral
system of payments in respect of current trensactions between members
and in the eliminution of foreign exchange restrictions which hamper
the growth of world trade,

Lrticle V, Sec. 3. Conditions governing use of the Fund's resources.-
(2) A member shall be entitled to buy the currency of another member
from the Fund in ¢xchange for its own currency subject to the
following conditions:
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(1) The member desiring to purchase the currency represents that it
is presently needed for making in that currency payments which
are consistent with the provisions of this Agreement.

Article V, Secs 3 - (b) A member shall not be entitled without the permission
of the Fund to usc¢ the Fund's resources to acquire currency to hold
¢gainst forward exchange transections,

Lrticle VI, Section 1., Use of the Fund's resources for capital transfers.-
(2) A member mey not meke net usc of the Fund's resources to meet & large
or sustained outflow of capital, end the Fund may request & member to
exercise controls to prevent such use of the resources of the Fund., If,
after receiving such a request, a member fails to exercise appropriate
controls, the Fund mey declare the member ineligible to use the resources
of the Fund, (b) Nothing in this Seotion shall be deemed
(i) to prevent the use of the resourses of the fund for cepital
transactions of reasonable amount required for the expansion of
exports or in the ordinary course of trade, banking or other
business, or
(ii) to affect cepital movements which are met out of a member's own
resources of gold and foreign exchange, but members underteke
thaet such capital movements will be in accordance with the purposes
of the Fund,

Section 2, Special provisions for cepital transfers. - If the Fund's
holdings of the currency of & member heve remeined below seventy-five per-
cent of its quota for an immediatcly preceding period of not less then

six months, such member, if it has not been declarecd ineligible to use

the resources of the Fund under Section 1 of this Article, Article IV,
Section 6, Article V, Section 5, or Articlc XV, Scction 2 (a), shall be
entitled, notwithstanding the provisions of Section 1 (&) of this Article,
to buy the currcncy of enother member from the Fund with its own cur-
rency for any purpose, including cepital transfers, Purchascs for capital
transfurs under this Section shell not, however, be permitted if they
haeve the effect of raising the Fund's holdings of the currency of the
member desiring to purchasc above seventy-five percent of its quote, 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,

Article XIX, (i) Payments for current transactions means payments 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, inecluding services, end normel short-term banking
and credit facilities;

(2) Peyments due as interest on loans and s net income from other
investments;

(3) Peyments of moderete amount for amortization of loans or for
depreciation of direct investments;

(L) Moderate remittances for femily living expenses.

The Fund may, after consultation with the members concerned, determine
whether certain specific transactions ere to be considered current
transactions or capital transactions,
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be In Accordance with the Purposes of the Fund

Explanation

It is made clear thet members eare not intended to use the Fund
as & source of permenent financing, The Fund is to be a revolving fund
which mekes its resources aveileble to members over reasonably short periods
of’ time to help them meet temporary deficits and to provide them with an
oprortunity to correct bulence of peyments meledjustments, This is
brought out in the third, fifth, and sixth purposcs of the proposal as
steted in the opening urticle of the Agreement,

The Fund may limit a member's use of the resources of the Fund
if it is of the opinion that the member is using them in & menner contrary
to the Fund's purposes, Vhen the Fund so limits & member's use of the Fund
it must issue & report to the member. If the member does not make a
satisfactory reply to the report, the Fund may continue to limit the
member's use of the Fund or declere it ineligible to use the Fund. It is
&lso clearly stated thet eny member which fails to live up to eny of its
obligations under the Fund Agreement mey be declared ineligible to use
the-resources of the Fund. In case of an unsuthorized change in par
vealues & member cutomatically becomes ineligible to use the Fund.

Provisions

Article I (Purposes) (iii) To promote exchange stability, to maintain
orderly exchinge arrangements smong members, snd to &void competitive
exchenge depreciation,

(v) To give confidence to members by making the Fund's resources
aveileble to them under adequate safcguerds, thus providing them
with opportunity to corrcct maladjustments in their belance of pay-
ments without resorting to measures destructive of nutional or inter-
netional prosperity,

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

of payments of members,

The Fund shell be guided in &1l its decisions by the purposes se¢t forth

in this Article,
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Article V, Section %. Conditions governing use of the Fund's resources.-
() A member shall be entitled to buy the currency of another member from
the Fund in exchange for its own currency subject to the following conditions:
(1) The member desiring to purchese the currency represents
that it is presently needed for making in thet currency pay-
ments which are consistent with the provisions of this Agreement;
(iv) The Fund has not previously declered under Section 5 of this
Article, Article IV, Section 6, Article VI, Section 1, or
Article XV, Section 2 (&), that the member desiring to purchase
is ineligible to use the resources of the Fund.

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

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

to & member, the Fund may limit the usc of its resources by the member,

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

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

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

Article IV, 8ection 6, Effect of unauthorized chaenges.~ If a member changes
the par value of its currency despite the objection of the Fund, in cases
where the Fund is entitled to object, the member shall be ineligible to

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

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

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

c. Not for Relief and Reconstruction

Explanation

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

Thig is in line with the gemeral purpose of the Fund to finance
temporary deficits and provide an opportunity for correcctive measures,
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not to finence chronic deficits or provide resources over a long period

of time, Obviously the Fund could not continue to function es intended

if its resources were either used up in providing relief or tied up in
long term financing of reconstruction needs,

Provisions

Article XIV, Section 1. Introduction.- The Fund is not intended to provide
fecilities for relief or reconstruction or to deal with internsational

indebtedness arising out of the war,

d, Quantitative Limits

Explanation

'A member may not increase the Fund's holdings of its own currency
by an amount larger than one-quarter of its quote in any 12-month period,
except by special permission, or when the Fund's holdings of its currency
had previously fallen below 75 per cent of its quota. In the aggregeate, it
can not purchase foreign currencies with its own currency in an amount
thet would bring the Fund's holdings of its currency to more than 200 per
cent of its quota, except by special permission, This means that, if a
country's quota is 100 million dollers, of which 25 million is contributed
in gold and 75 million in currency, the country's net purchases of foreign
exchange from the Fund with its own currency could totel 125 million,
this being the amoung that would bring the Fund's holdings of the purchasing
member's currency to 200 million dollars or 200 per cent of its quota,
This general limit of 200 per cent of a member's quota is equivalent to
saying that a member's net purchases of foreign exchange from the Fund
with its own currency may not exceed the smount of its quote plus its
gold contribution,

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

carefully worked out with a view to the need of keeping the Fund in a
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position to meet the demands which may be made on the Fund by other member
countries, The limits apply in general to all countries, but the Fund

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

of avoiding lerge or continuous use of the Fund, or have periodic or
exceptional needs for foreign currencies, or ere willing to pledge accept-
able collateral,

Provisions

Article V, Section %. Conditions governing use of the Fund's resources.-
() A member shall be entitled to buy the currency of another member from
the Fund in cxchenge for its own currency subject to the following conditions:
(iii) The proposed purchase would no% cause the Fund's holdings
of the purchasing member's currency to increase by more then
twenty-five percent of its quota during the period of twelve
months ending on the date of the purchase nor to exceed two
hundred percent of its quota, but the twenty-Tive percent
limitation shall apply only to the extent that the Fund's
holdings of the member's currency have been brought ebove
seventy~five percent of its quota if they had been below that
amount., :
Scetion Ly, liaiver of conditions.- The Fund may in its discretion, end on
terms which safeguard its interests, waive eny of the conditions prescribed
in Section 3 (a) of this Article, ¢specisnlly in the case of members with a
record of e&voiding large or continuous use of the Fund's resources, In
meking a weiver it shall teke into consideration periodic or exceptionsl
requirecments of the member requesting the waiver, The Fund shall also
teke into consideration & member's willingness to pledge as colleteral
security gold, silver, securities, or other acceptable assots having &
velue sufficient in the opinion of the Fund to protect its interests and
mey require s a condition of waiver the pledge of such collateral security,

e, Sotrce Currency Limitetion

Explenation

A member may not be eble to obtuin & certain currency from the
Fund oven though the member's request sautisfies s8ll the conditions listed
above if the currency requested has been declarcd scarce by the Fund,
When e currency hes been declered scarce the Fund has the right to ration
its existing and acecruing supply &mong members. Sec Chapter VI on Scurce
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Lrticle V, Section 5. Conditions governing use of the Fund's resources,-
(a) A member shall be entitled to buy the currency of enother member
from the Fund in exchange for its own currency subject to the following
conditionss
(ii1) The Fund has not given notice under Article VII, Section 3,
that its holdings of the currency desired have become scarce,

hrticle VII, Section 3, Scercity of the Fund's holdings.~ (a) If it

becomes evident to the Fund thet the demand for a member's currency
seriously threatens the Fund's ability to supply thet currency, the Fund,
whether or not it has issued a report under Section 1 of this Article,
shall formally declare such currency scarce and shall thenceforth apportion
its existing and asccruing supply of the scarce currency with due regard

to the relative needs of members, the general international cconomic
situation, and any other pertinent considerations, The Fund shall &lso
issue & report concerning its ection,

f, Charges Levied on Use of Fund

Explanation

Members purchasing foreign exchange from the Fund with their own
currencies aré required to pay on cach purchase a uniform service charge
of three-fourths of 1 per cent. This charge may be altered by majority
vote to not less than ono-half or not more than 1 per cent, If a member's
purchases from the Fund raise the Fund's holdings of its currency above
its quota, sdditionel charges must be levied by the Fund on its holdings
in excess of thc quota. These charges are levied in proportion to the
Fund's holdings of the currency of & member because, as cxplained ebove,
this measures the extent of a country's usc of the resources of the Fund,
Unless & member's monetary reserves arc less than half its quote all
charges are payable in gold,

The rates charged on holdings in excess of the quota are uniform
for all countries and vary with the amount of the currency held and the
length of time over which it is held by the Fund, Table II gives the
rates cherged for cach step in the upwerd scele, both as to amount and &s
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to time., It should be noted that these are not average charges on the
entire amount or over the entire period but charges on each indicated
unit of wvolume and of duration,

The Agreement provides, as indicated in the table, that special
consultations between the Fund and a member nust take place with a view
to decreasing the Fund's holdings of that member's currency when the rate
peyable by thet member on any amount or for any period of time has
reached |} per cent, If the rate rises to 5 per cent, as indicated in the
teble, &nd if the amount held or the period of time over which the currency
is held continues to increese, the Fund msy impose such charges as it
deems appropriate. The scale of charges just described may be altered
by @ three-fourths vote,

It is clear from the more substentiel nature of these cherges
ana the fect that the retes charged become progressively higher es &
member uses more of the resources of the Fund or uses them over a longer
period of time that these charges, unlike the service and handling churges,
are intended to act as serious deterronts to countries meaking lerge or
prolonged use of the Fund's resources. This is consistent with one of
the ma jor purposes of the Fund which is to be in & position &t all times
to help any member to meet a temporary deficit in its balances of payments
end give it time to correct melsedjustments., The Fund's power to help all
member countries would be seriously threatencd if unduly large amounts of
its totel resources were used to meect the needs of any one country, or if
any substantial part of its resources were in use over long periods of
time, In such ceses the Fund's holdings of currencies in demand by most
members would shrink and might become inadequate for further operations

while its holdings of currencies not in demand eccumulated,
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Charges Payable by a Country on Fund's Holdings of Its Currency in Excess of Its Quota

Table II

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

Per cent per annum payable on amounts in excess of quota

percentape of coun=| 1 8% 2 nd 3 rd Ly th 5 th 6 th 7 th 8 th
s ragliorlin Year Year Year Year | Year Year Year Year

0 - 25 1/ 3/ ¥ 1-1/2 2 2-1/2 3 312 | BA
25 - 50 | 1-1/2 2 a1 /2 3 -1/2 | &/l h-1/2

50 - 75 2-1/2 3 3.1/ |8k L-1/2 | 3/5

75 - 100 3.1/ | 2/, L-1/2 | 3/5 3/5

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

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

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

the member's currency can be reduced.

é/' When the charge reaches 5 per cent the Fund and the member must agree on the charges to be imposed.

Note:
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No charge is made on usc of the Fund resources in an amount equivalent to a member's
scription,

If no agreement is rcached the Fund may impose such charges as it deems appropriate,
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Provisions

Lrticle V, Section 8, Cherges.- (a) Any member buying the currency of
enother member from the Fund in exchange for its own currency shall pay

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

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

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

(1) On emounts not more than twenty-five percent in excess of the
quotes no charge for the first three months; one-half percent
per annum for the next nine months; and thereafter en increease
in the charge of one-half percent for each subsequent yeur,

(i1) On smounts morc than twenty-five percent and not more than fifty
percent in excess of the quote: an additional onc-half pcrcent
for the first year; and an additional one-half percent for each
subscquent year,

(iii) On esch sdditional bricket of twenty-five percent in excess
of the quotu: &n additional one-half percent for the first yoar;
and an additionel onc-helf percent for eech subsequent yesr,

(d) Whenever the Fund's holdings of & member's currency are such that
the charge applicable to any bracket for any period has reached the rate
of four percent per annum, the Fund and the member shall consider means by
which the Fund's holdings of the currency cen be reduced, Thereafter,
the cherges shall rise in accordance with the provisions of (c) above
until they reach five percent and failing agreement, the Fund may then
impose such charges as it deems appropriate,

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

(f) All charges shall be paid in gold. 1If, however, the member's
monetary reserves are less than one-half of its quota, it shall pey in
gold only that proportion of the charges due which such reserves bear to
one-half of its quota, and shall pay the balance in its own currency, -

g. Repurchase Obligations

Explanation
There ere two provisions requiring e member in certein circumstances
to repurchase its currency from the Fund, The broad purposes of the first
of these provisions are to limit & country's use of the Fund when it hes
ample other means of meeting its internstional payments and to meke it

share with the Fund such additions to i1ts monetery reserves as may occur
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from time to time, provided it has been using the resources of the Fund,

For these purposes a member whose reserves are in excess of its
quota is required at the end of each financiel year to examine chenges in
its reserve position in reletion to its use of the Fund's resources and
to make adjustment in sccordence with the following ruless If the member's
reserves have not changed, it must use its reserves to the extent necessary
to reduce by one-half the year's increase in the Fund's holdings of its
currency. 1f its reserves have increased, then it must use its reserves
&s in the previous case und, in addition, must use half of the increase in
its reserves to reduce the Fund holdings of its currency whenever acquired.
If the country's reserves  have decreeased but sre still in excess of its
quote, it must use enough of its reserves to make the decrease of its
reserves for the year equal to the yesr's incrcase in the Fund's holdings
of its currency,

The second repurchase provision is intended to limit the use
of on¢ currency, such es the dollar for example, for financing edverse
balances of payments between two other countries, This provision is that
if a member country,. after having made the repurchases required under the
first provision, still shows an increcaso in its holdings of another country's
currency (or of gold acquired from that country) and this increase uriscs
from transections with a third country, then the member country must turn
the.t increase over to the Fund in exchange for its own currency,.- This
provision is nccessery to reduce the absorption of scarce currencies inte®
the financing of balances between other countries,

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

repurchase provisions to reduce its monctary reserves to below the amount

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



«30=

* of its quota., Second, no member is required by these repurchases to reduce
the Fund's holdings of its currency below 75 per cent of its quota. This
meens thet a member is required to make these repurchases only if it has
been meking net use of the resources of the Fund or if it originslly
contributed less than 25 per cent of its quota in gold, Third, no
repurchases shall reise the Fund's holdings of the currency of &ny country
above 75 per cent of thet country's quota, There are slso other rules
concerning the currencies to be used in connection with the repurcha se
provision, These rules ere fremed with & view to protecting the Fund
from scquiring currencies under these repurchase provisions of which it
already hes an emple supply and insuring that the Fund will acquire only
such currencies &s t¢re in demend,

A member'!s monetery reserves include a member's net official
holdings of gold &nd convertible currencies, convertible currencies being,
in general, currencies of members of the International lMonetsary Fund that
heve not teken advantege of the special transitional arrangements end
currencies of such nonmembers as the Fund may from time to time specify,
There is a special cxception by which occupied countrics necd not
include in their monetury rescrves gold newly mined in the first five
years of the Agreement, The term currency includes coins, paper moncy,
bank balences, bank acceptences, and government obligations issued with
e maturity not excceding 12 months, A member's officiel holdings means
central holdings, i.e,, holdings of treasuries, centrsl banks, stebilization
funds, ond sinmiler agcnoie; and also such holdings of other official
institutions or other banks as arec substantially in excess of working
balances and are decmed official by the Fund aefter consultation with the
member, Net holdings are calculated by deducting from & member's
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official holdings its currency liabilities to official institutions or
banks in the territories of other members or nonmembers the holdings of
the currencies of which are included in the member's official holdings.
Provisions |

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

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

(1) Eaech member shall use in repurchases of its own currency
from the Fund en amount of its monetary reserves equel in
value to one-helf of any increase that has occurred during
the year in the Fund's holdings of its currency plus one-half
of any increase, or minus one-half of any decrease, that has
ococurred 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 holdings
of its currcncy heve increased,

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

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

(i) the member's monctary rescrves are below its quota,
or

(ii) the Fund's holdings of its currcncy are below seventy-five

percent of its quota, or
(1ii) the Fund's holdings of any currency requircd to be used are
ebove seventy-five percent of the quota of the momber concerned,

Schedule B,

1. In determining the extent to which repurchase of & member's
currency from the Fund under Article V, Suction 7 (b), shall be made with
cach type of monctary rescrve, thet is, with gold and with each convertible
currency, the following rule, subject to 2 below, shall apply:

(a) If the member's monctary reserves huve not increased during

the yeur, the smount payable to the Fund shell be distributed among
all types of reserves in proportion to the member's holdings thereof
&t the end of the yeer,
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(b) If the member's monetary reserves have increased during the
year, a part of the amount payable to the Fund equal to one-half

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

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

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

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

3. In calculating monctary reserves and the increase in
monetary reserves during eny year for the purpose of Article V, Section 7
(b) end (¢), no account shall be taken, unless deductions have otherwise
been made by the member for such holdings, of &any increase in those
monetary reserves which is due to currency previously ineonvertible heving
become convertible during the year; or to holdings which are the proceeds
of & long-term or medium-term loan contracted during the year; or to hold-
ings which have been transferrcd or set aside for repayment of a loan
during the subsequent ycar,

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

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

and its members shall be guided by the following:
(a) A member's monetary reserves means its net officiel holdings
of gold, of convertible currencies of other members, and of the
currencies of such non-members as the Fund may specify.
(b) The officisal holdings of & member means central holdings
(that is, the holdings of its Treasury, central benk, stabi-
lization fund, or similar fiscel agency).
(¢) The holdings of other officinl institutions or other banks
within its territorics may, in eny particular case, be deemed by
the Fund, after consultetion with the member, to be official
holdings to the extent that they are substentially in excess
of working belances; provided that for the purpose of determining
whether, in & pearticular case, holdings are in excess of working
balances, there shall bc deducted from such holdings eamounts
of currency due to official institutions end benks in the
territories of members or non-members specified under (d) below,
(d) A momber's holdings of convertible currencies means its
holdings of the currencies of other members which are not availing
themselves of the trensitional errangements under Article XIV,
Section 2, together with its holdings of the currencies of such
non-members es the Fund mey from time to time specify. The
term currency for this purpose includes without limitation coins,
paper money, bank balances, bank acceptences, and govermment
obligations issued with a maturity not exceeding twelve months.
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(e) A member's monetary reserves shall be calculated by
deducting from its central holdings the currency liabilities
to the Treesuries, centrel banks, stabilization funds, or
similar fiscal agencies of other members or non-members
specified under (d) above, together with similer liabilities
to other official institutions and other banks in the
territories of members, or non-members specified under (d)
ebove, To these net holdings shall be added the sums deemed
to be official holdings of other official institutions and
other banks under (c) above,

(f) The Fund's holdings of the currency of a member shall
include eany securities accepted by the Fund under Article III,
Section 5,

(g) Te Fund, after consultation with a member which is availing
itself of the transitional errangements under Article XIV,
Section 2, may deem holdings of the currency of that member
which carry specified rights of conversion into another
currency or into gold to be holdings of convertible currency
for the purpose of the calcuk tion of monetary reserves,
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CHaPTEZR VI, SCARCE CURRENCIES

Explanation

If a country sells goods or services to the rest of the world in
larger amount than it buys abroad, then the rest of the world must either
be borrowing the difference or drawing upon its monetary reserves or the
und to pay for its purchases. The maladjustment in the sphere of trade,
services, and capitcl may be of so persistent a character as to force heavy
drafts upon limited national reserves or resources in the Fund. In such
& cuse, there is dunger that the increasing diificulties of obtaining the
currency mzy start a scramble tc obtain it before it is too late, Rather
than let things develop to this criticel point, the Fund, long before the
situztion has become wcute, may inform members that & generszl scarcity of
the currency is developing und moy issue @ report wunelyzing the ccuses of
the scarcity und recommending measures desizned to bring it to «n end.

Should the Ffund's holdings of the particular currency become
scarce, the fund may require the member concerned to scll its currency to
the Fund for gold and &1l membors undertcke to buy gold offered to them
by the Fund if it is in nzed of their currcencics, Or the Fund may mcke
wn effort, with the zpproval of the membsr concernzd, to borrow its cur-
rency., It will have th: choice of borrowing from thc member itself or
from other members which heonen to have a surply of the desired currency.
But cside from thc origindl subscrintion, no country is obliged to lénd
its currcncy to thes Fund, since th: total commitment of cach country is
limited to its originel subscription to the Fund,

If th2 domends on the Fund ure so grect that the Fund's sbility

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

report concerning its action,

Onez & currency has formally beon declired scorce, any momber may
limit the freedom of exchange trensactions in thot currency to the extent
neceessury to reduce the demend for thut currsncy to the level of its supplye
Each member mey determine for itscelf the wey in which it limits transce-
ticns in the scuarce currency provided it de:s not violite 1ts obligations
in regerd to exchenge ruitcs. Mombers .grec not to invoke the obligations
of prior agrcements in such o woy s to prevent o member from limiting
its trunsactions in the scoree currcney to the extent necesscry in the
circumstances just described; but cuach member lso cgress to give sympethe-
tic consideration to the representotions of other members with repgird to
its administrotion of the restrictions,

One of the Fund's endacvors will be to prevent the development
of & shortuge of any currency. But & persistent demand for & country's
goods in exczss of its purchises of other countrics! goods will inevit-
ably result, with or without th: Fund, in & shortage of that country's
eurrceney. Other countrics mey meet the shortege temporarily by selling
gold to the country whose currency is scurce, or by borrowing from it.
But, in the e¢nd, such & scercity can be elinincted only by the re-estab-

lishnent of bdlunce betwe:n the country's experts und its imports,
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Article VII. Section 1. General scarcity of currencyv. — If
the Fund finds th.t & general scurcity of a perticular curren-
cy is developing, the Fund muy so inform the members «nd may
issue « report sctting forth the causes of the scgreity ¢nd
conteining recommendctions designed to bring it to ¢n end. A
representotive of the member whose currency is involved shall
participute in the preparction of the report.

Section 2, lMeasures to replenish the Fund's holdingsof scerce
curr:ncics. — The Fund may, if it deems such wcction eppropri-
ate to repleonish its holdings of any member's currency, takoe
egither or both of the fcllowing steps:

(1)Proposec to the member that, on terms and conditions cgreed
between the Fund and the member, the latter lend its cur-
rency te the Fund or thot, with the gpprovél of the mem—
ber, the Fund borrow such currency from some cther scurce
cgither within or cutside the territories of the menmber,
but no nenber shall bs under ony obligotion te meke such
louns tc the Fund cor to «oprove ths berrewing of its cur-
rancy by the Fund from sny cther scurce,

(ii)Require the romber to sell its currency tc the Fund for

geld,

Scetiocn 3. Scarcity of the Fund's holdings. — (o) If it beccmes
evident to the Fund that the demend for g membor's currency seri-
cusly thrzatons the Fund's sbility te supply that currency, the
Fund, whether or not it has issued & repcrt under Secticn 1 of
this Article, shull formelly declire such currency scurce wnd
shell thenceferth cpporticn its existing wnd ceceruing supply of
th: scurce currency with duc regard tc the reluative nceads of
nembers, the generel internctions] cconcnic situcticn, end any
cther pertinent censidercticns. The Fund shell elso issue o
report concerning its action.

(b) A fornal declircticn under (&) above shell operate as an
suthcrizetion to any member, after censultation with the Fund,
temporarily to impese liniteations on the freedom of cxchange
opercticns in the scurce currcncy. Subject tc the previsiecns
of Article IV, Secticns 3 znd 4, the member shell heve cemplete
Jurisdicticn in determining the nature cf such limitcticns, but
they shcll be nce rmere restrictive than is necesscry to limit
the denund fer the scarce currency te the supply held by, or
accruing te, the nember in questicn; wnd they shill be relexed
wnd removed as ropidly as conditicns permit,
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(c) The zuthcrizaticn under (b) above shill expire whenever
the Fund formally decleres the currency in question to be no
longer scurce.

Sec. 4. Administrstion of restrictions. - Any momber imposing
restrictions in respect of the currency of «ny other member
pursucnt to the provisions of Sseticn 3(b) of this Article

shull give symp.thetic considerwtion te any representutions by

the other member regerding the administretion of such ristrictions.

Sec. 5. Effect of other internationsl ecgreements on restrictions.
Members wgres not to invoke the obligations of wny engegements
entered inte witi other members prior to this Agreement in
such & menner s will prevent the opsrution of the provieicns

of this Article.

Article V. Scc. 3. Conditicns governing use ¢f the Fund's ro-
scurces. - () A member shzll be entitlcd te buy the currency
of tncther membor from the Fund in exchange for its cvn cur-
rency subject to the following cenditions:

(ii) The Fund has not given notico under Article VII, Secticn
5, thet its holdings of the currancy d:sired have become scarce,
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CHAPTER VII. EXCHANGE RATES (PiR VALUES)

a, Initial Jeteriination of lur Vealues

Explunation

The first task of the Fund will be to wrrange for the fixing of
the initiul par values and for the commencement of exchunge operwtions in
member currencies. When the Fund decides that it will shortly be in &
position to begin exchunge trunsuctions it will undertcke to estublish
initizl por vilues. Par values of member currencies must be expressed
in terms of gold or in terms of United Stutes dollirs of fixed gold con-
tent. The Fund will osk each momber country to communicute the pur value
of its currency bascd on the rutes of exchange preveiling 60 doys before
the Agreement entsred into force. The dite will ther:afore be sometime
between March 1, 1945, end October 31, 1945, If either the Fund or the
nember is of the opinion thut this por valuc is unsutisfactory, it mist
scy so within 90 duys. The Fund cuen objeet to this por velue if it wppears
thit it cen not be maintained without leuding to undue use of the re-
sources of the Fund either by that member or by other members. The Fund
and the member must egree on wn initicl por vilue within & recsonuble per-
icd, and if no sgreement is rewuched the member will be decmed to have
withdravwn.

Speciil provisions for countries which hcove be:zn occupied by the
eneny Jdlow thes:e countrics to postpone communiccting the poer vialue of
their currencics until nejor hostilitics have ccased in their territories,
or until such later time cs the Fund mgy detirmine, and also allow these

countries and the Fund rore than 90 days to register objections to the
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communicated par value, Such countries may slzo use the Fund before their
initiel par values have finally been established, in amounts and under con-
ditions prescribed by the Fund,.and may in the meanwhile alter their com-
municated rates by agrecment with the Fund without prejudice to their ability
to =zlter their rates after initial par volues have finally been established,
Provisions

Article IV, Secection 1, Expression of var values.- The por value
of the currency of ecach member shall be expressed in terms of gold
ac o common denominator or in terms of the United States dollar

of the weight and fineness in effect on July 1, 1944,

(v) A1) computations relating to currencies of members for the
purpose of applying the provisions of this Agreement shell be on
the basis of their par values.

Article XX, Section 4. Initial determination of par values.-

() When the Fund is of the opinion that it will shortly be in a
position to begin exchange trensactions, it shall so notify the
members aond shall request each member to communicate within thirty
days the par value of its currency based on the rates of exchange
praeveiling on the sixtieth day before the entry into force of this
Agreement. No member whose metropoliton territory has heen occu-
pied by the enemy shall be required to mske such a communication
while that territory is a theater of major hostilities or for such
period thereafter as the Fund may determine, When such 2 member
communicates the par value of its currency the provisions of (d)
below shall apply.

(b) The par vulue communicated by a member whose metropolitan
territory has not heen occupied by the cenemy shall be the par
value of that member's currency for the purposes of this Agree-
ment unless, within ninety days after the request referred teo in
(a) above has been received, (i) the nember notifies the Fund
that it regnrds the por vnlue as unsatisfactory, or {ii) the Fund
notifies the member that in its opinion the par value can not

be meintained without ceusing recourse to the Fund on the part
of that member or others on 2 scele prejudicial to the Fund and
40 members. When notification is given under (i) or (ii) above,
the Fund and the member shall, within a period predetermined

by the Fund in the light of 2ll relevent circumstances,
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agree upon a suitable pur value fer thet currency. I1If the

Fund ¢nd the nember dc not cgree within the pericd. sc determ-
ined, the member shcll be deened te have withdrayn from the Fund
cn the dute when the peried expires.

(¢) When the per velue of & menber's currency has been estab-
lished under (b) above, either by the expiration of ninety days
without notificaztion, or by zgreement after notificaztion, the
member shcll 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 cuse of a member whose metropolitan territory has
been ocecupizd by the enemy, the provisions of (b) above gall
apply, subject to the following modifications:

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

(ii) Within the cxtended period the member may, if the Fund has
begun exchunge trensactions, buy from the Fund with its cur-
rency the ‘currencies of other members, but only under such
conditions and in such wumounts w«s may be prescribed by the

Fund.

(iii) it any time before the dute fixed under (i) wbove, chunges

may be mide by agreement with the Fund in the per value
communiccted under (z) chove.

(e) If a member whose metropoliten territory has been occupied
by the cnemy acdopts « new monetory unit before the dute to be
fixed under (d) (i) above, the per vilue fixed by thut member
for the new unit shall be communicated to the Fund «nd the pro-
visions of (d) wbove shell opply.

(f) Chinges in par vclucs cgreed with the Fund under this Sec-
tion shcll not be tuken into account in determining whether a
proposed chunge falle within (i), (ii), or (iii) of article IV,
Section 5(c¢).

(g) i member communicuting to the Fund « per velue for the
currency of its metropeolitun territory shall simultencously come
runicat: & veluz, in terms of that currency, for cach separate
currency, where such exists, in the territories in respect of
which it has accepted this igracment under Section 2(g) of this
article, but no member sihll be required to make a communication
for the separate currency of & territery which has been occupied
by the enony while that torritory is a theater of major hostilie
ties or for such period thereafter as the Fund mey determine, On the
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busis of the pur vdlue so communicited, the Fund shall compute
the pur velue of each sepuarate currency, & communicution or no-
tificetion to the Fund under (&), (b) or (d) cbove regerding the
per velue of @ currency, shall &lso be deemed, unless the con-
trary is steted, to be & communication or notificcztion regerding
the pcr value of ¢ll the seporcte currencizs referred to cbove,
iny member may, however, mcke & communication or notification
releting to the metropolitan or «ny of the separate currencies
@lone. If the nmember does so, the provisions of the preceding
puruagrephs (including (d) wbove, if & territory where ¢ separ-
ate currency :xists has bzen occupicd by the enemy) shell

apply to each of these currenciecs scpurctely,

(h) The fund shall begin exchange transcetions at such date

as it muy determine aftor members hoving sixty-five percent of
the total of the guotas s2t forth in Scheduls 4 have become
eligible, in accordince with the prsceding paragraphs of this
Section, tc purchasc the currencies of other members, but in no
cvent until after muejor hostilities in Europe have ceased.

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

if its circunstunces ere such thet, in ths opinion of the Fund,

they would lewcd te use of the resources of the Fund in & menner

contrary to the purposcs of this agrecment or prejudicial teo the
Fund or the nembers.

(j) The per vdlues cf the currencies of governments which indi-
catc their desire to bacome members wfter December 31, 1945,
shall be determined in cccordance with the provisicns of irticle
11, Seoction 2,

b. Obligation to Meintzain Established Par Values

Explanation
Exchunge rotes and nembers'! obligeticns in respect to them cre
& central feature of the Fund agrecnent. J.fter the pur vilue cf a mem—
ber's currency huas be:n established, in accordcnce with an agreed proced-
ure, the Fund will prescribes & mergin above wnd below par vilue for trans—

acticns in gcld by that nenber and the nember is net allewed tec buy geld

at « price cbove por value by nmere thun that mergin or sell it &t s price

belew par vdlue by more than thut margin. liembers undertcke to pernit
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exchange transactions between their currencies and other member currencies
only at retes within a prescribed range, This range in the case of epot
exchange transactions is one per cent sbove snd below par., A member whoss
monetary autlorities freely buy and scll gold for the sattlcmeﬁt of inter-
national transactions within the presceribed margin of parity for such
transactions is considercd to be fulfilling the undertaking not to permit
cxchange transuctions outside the prescribed range. In substance, then,
a memper undertakes to maintain, if necessary by freely buying or selling
gold, the established rate of exchange between its currency and foreign
currencies, except as methods for orderly and nccessary changes are pro-
vided by the Agresment.

Provisions

Article IV, Section 2. Gold purchases based on par values.- The
Fund shall prescribe a margin above and below par value for trans-
actions in geld by members, and no member shall buy gold at a
price above par value plus the prescribed margin, or sell gold at
a price below par value minus the prescribed margin.

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

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

(ii) in the case of other exchange transsctions, by 2 margin which
exceeds the margin for spot exchange transactions by more than
the Fund considers reasonsble.

Section 4, QObligations regarding cxchange stability.- (a) each
member undertakes to collaborate with the I'und to promote exchange
stability, to maintain orderly exchange arrangements with other
nembers, and to avoid competitive exchange alterations,

(v) Each member undertakes, through appropriate measures consis-
tent with this Agreement, to permit within its territories ex-
change transactions between ite currency 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 fulfilling this undertaking.
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¢, Changes in Par Values
Explanation

The Fund's purpose is to promote exchange stability as an imper-
tant means for the restoration of world trade, but it recognizes that cer-
tain changes in rates may beccme necessary. lic change in a member's rate
can be mede except on its own proposal and members agree not to propose a
chonge except to correct o fundemental disequilibrium., Member countries
are given the right, after consultation with thé Fund but without obtaining
its concurrence, to alter the par value of their currencies by 10 per cent
from that initially estcblished; For any proposed changes beyond 10 per
cent the Fund has a right to concur or object, but on changes which do not
exceed a further 10 per cent the Fund must either concur or object within
72 hours if the member so requests, There is a special pfoviso that o mem-
ber may change the par value of its currency without the councurrence of the
Fund if the change does not affect the international traunsactions of mem-
bers of the Fund, It is difficult to comngeive of such a situation.

In order to protect member countries from deflationary pressures
resulting from inability to adjust exchange rates to world conditions, it
is provided that the Fund must concur in 2 proposed change if it is satis-
fied that the change is necessary to correct a fundamental disequilibrium.
Also it must not reject such a change on account of the domestic socizl or
political policies of the proposing member. It is for the Fund to deter-
mine whether or not a change is necessary to correct o fundumental dis-
equilibrium. This places on the Fund the rcesponsibility for acting impar-
tially and rationally on such proposed changes as may come before it.

It is recognized that the postwor transition period will be one
of change and adjustment cnd that during this period the Fund must give
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It is certain that during the immediote postwar period more then ordinary
flexibility in exchange rates will be required. It would be impossible for
the Fund to act immediately after the war with such wisdom as to pfovide
rates of exchange that would in all cases continue to be appropriate as the
process of reconstruction proceeds.

The question may be reised whether these provisions would go a
long way toward dinlinishing the hoped-for stability of exchange rates,
Their purpose is to accomplish the opposite, Stability does not mean rig-
idity and rigidity in the

rast has resulted in extreme instability. A

I
country which finds that its domestic economy is suffering greatly from in-
ability to balance its internaticnal transacticns at its existing exchange
rate and which finds it impossible to correct the situation by other adjust-
ments without seriously harmful consequences, hes no alternative but to
change its rate., Persistence in attempts to maintain the existing rate is
likely to have important disturbing effects both at home and abroad and to
result in the necessity of larger and more frequent changes in rates when
the changes are eventually made than would have been necessary had the coun-
try acted pfomptly. The provision for orderly changes in rates at such
times, in consultation with the Fund and with its ccncurrence, is therefore,
expected to result in the long run in more rather than less stability of

n itself but

(=0

gxchange rates. Stability, however, is viewed not as an end
os o means of prometing trade, and, through trade, a high level of employ-
ment and income., Insistence on stable rates, irrespective of the effects
of those rates on employment and income, might have meant losing sight of
this objeetive.

If 2 country changes its rate by more than 10 per cent from the
initial rate in spite of the objection of the Fund, the country automati-

colly becomes ineligible to use the Fund's resources, In such cases,
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if the Fund and the member do not come to un agrecment on the rete
within a reasonuble piriod, the Fund can require the country to withdraw
from membership in the Fund.

Provisions

art., IV, Sec. 5. Chunges in per vclues.— (a) A member shall not
propose & change in the par value of its currency except to cor—
rect & fundament:l disequilibrium.

(b) & change in the par velue of & member's currency mey be made
only on the propossl of the mamber and only after consultation
with the Fund,

(c) When a chunge is proposed, the fund shell first take into
.account the changes, if any, which have &lrecdy teken ploce in
the initial per vilue of the member's currency wus determined
under article XX, Secticn 4. If the propos:ed chunge, together
with &1l previous ch.nges, whether increases or decreases,

(i) dozs not excerd ten percent of the initicl pear velue, the
Fund shell ruise no objection;

(ii) does not excesd & further ten parcent of the initial par
vezlue, the Fund mgy either concur or object, but shall declare
its attitude within seventy—two hours if the member so raquosts;
(iii) is not within (i) or (ii) «bovs, the Fund muy either concur
or objech, but shull be entitled to & longer period in which to
declure its attituie,

(d) Uniform chenges in par veluss mode under Section 7 of this
srticle shall not be tsken inte cccount in detarmining whether
a proposed chunge fells within (i), (ii), or (iii) of (c) above.

(e) i member may change the pur valus of its currency without the
concurrzence of the Fund if the chenge does not affect the interna—
tional transacticns of members of the Fund.

(f) The Fund shall concur in & propossd chunge which is within
the terms of (c) (ii) or (c¢) (iii) c¢bove if it is sutisfizd that
the change is necessery to corrcct o fundamentil discquilibrium,
In purticular, provided it is so sctisficed, it shall not object
to & proposed chunge beccusce of the domestic sociel or political
policies of the member proposing the chaenge.

Secec. 6. Effect cof unasuthorized chunges. — If & member changes the
pur valde of its currency despite the dhjectdon of ths Fund, in
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cises wher: the Fund is cntitled to objeet, the member shall be
ineligible to use the rescurces of the Fund unless the Fund other-
wise determines; and if, after the oxpirction of & recscnazble per—
iod, the differ:ance between the member and the Fund continues,

th? matter shall be subject to the provisions of irticle XV, Sec.
2 ik

Sec, 9. Separutc currencies within a member!s territories, —
i member proposing a chunze in the per velue cf its currency
shall be deemed, unl:@:ss it declares otherwisc, to be proposing
& corresponding chenge in th2 per vaelue of the separate curren—
cies of =11 torritories in raspect of which it hes wccepted
this sgreement under .irticle XX, Section 2(g). It sh:ll, how=
ever, bc open tc & member to declore that its prepesal relates
¢ither tc the metropclitan currency alcne, cr only tc cnz cor
mer2 spacified sepurcte currencies, cr tc the metrepclitun cur-
rency wnd on: cr mors specified separste currencies,

hrticle XIV. Secticn 5. Neture cf transiticnal pericd,. - In its
relaticns with members, the fund shull reccgnize thet the post—
war transiticnel pericd will be cne of change end adjustment and
in meking decisions on requests vccasicned thersby which ars pre-
sented by any member it shdll give the member tie bencfit of any
reascnable doubt.

d) Unifcrm Chunges in Par Velues

Explenation

Thera is u specicl arrangement whereby the Fund mey decide tc
mzke @ uniform preporticnate chenge in the par viluecs cf &ll member cur—-
rencies. 1e decisicn tc meke such o unifcrm change requires the approval
cf a mejerity of the totel vetes plus the approvel cf each ccuntry having
10 per cent or mere cf the quotas, i.,es, the United Stites, United Kingdem,
and the Unicn cf Scviet Sceialist Republics, 4ny ccuntry, hcwever, may re-—
fuse to acespt such o change in respect to its cwn currency provided it
notifies the Fund within 72 hcurs. Such & uniforn chenge in par velucs
weuld result in no change in the werld pettern cf exchunge rates, Values
¢f currcencies in gcld weuld chuenge, but viluss in terms of other currencies

would remain the sane,
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Provisions

Art. IV, Sec. 7, Unifcrm changes in par vilucs. — Notwithstunding
the prcvisicns of Seeticn 5(b) of this article, the Fund by &
najoerity of the tot:l veting pewer mey meke uniform preperticnete
changes in the par velues c¢f the currencics c¢f «l1l1 members, prec-
vided eech such chunge is apprcved by every member which has ten
percent cr more cof the totzl cf the quctas. The pur velue of &
membar's currency shall, hewever, nct be changed under this pro-
vieicn if, within scventy-twe hcurs c¢f the Funi's acticn, the
nember infcrms the Funil that it de2s net wish the par velue cf its
currency tc be chonged by such acticn,

e) Multiple Exchange Rates

Explanaticn
N¢ ccuntry shall enguge in any multiple currency practices without

the approvel cf the Fund. This means thet a member connct have one ex

change rute foer scme trunsactions wund ancther exchenge rote for other
transactions.
Provisicns

art. VIII, Sec. 3. zvoidance of discriminuatory currency practices,
Ne member shell engage in, or permit wny cf its fiscal &gencies
referred te in jrticle V, Secticn 1, to enguge in, any discrim-
ingtery currency arrengements or multiple currency prectices ex—
cept as authorizel under this Agreement or apprevel by the Fund,
If such zrrungements wnd proctices wre engaged in ¢t the dute
when this fgreement enters into force the member concarned shall
censult with the Fund as to their pregressive remevel unless they
are maintained or impcsed unider Article XIV, Secticn 2, in vhich
case the provisicns c¢f Section 4 of that Article shell apply.
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CHAPTER VIII. EXCHANGE RESTRICTIONS

a. General Obligation to Avoid Restrictions

Explanation

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

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

Provisions
Article VIII., Section 1,, Introduction. - In addition to the

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

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

Section 3., Avoidance of discriminatory currency prectices. - No
member shall cngage in, or permit any of its fiscal agencies referred to in
Article V, Section 1, to engage in, any discriminatory currency arrangoments
or multiple currcncy practices excecpt as authorized under this Agreement or
approved by the Fund. If such arrangements and pruactices are cngaged in at
the date when this Agreement enters into force ths member concerned shall con-
sult with the Fund as to thelr progressive removal unlsss they arc mointained
or imposed under Article XIV, Section 2, in which case the provisions of
Section 4 of that Article shell apply.

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

(1) AL1 pavments due in connection with foreign trade, other current
business, including services, and normal short-term banking and
credit fecilities;

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

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

(4) oderate remittances for family living expenses.

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

b. Special Convertibility Obligation

Explanation

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

another member country (1) if the balances huve been recently acquired as a
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result of current transactions or (2) if their conversion is needed for
making peyments for current transactions; The first part of this pro-
vision assures a member that the proceeds of merchandise exports and other
current transactions can be brought home at the parity rate -- an assurance
that is implicitly given to the general public as well elsewhere in the

. N
Agreement. If, for instance, the French authorities have recently acquired
sterling balonces os a result of current transactions, Fronce con require
Englend to convert the balances into francs (or, at Englend's option, into
gold which ié readily convertible into francs);

The second part of the provision applies to helunces acquired
at an carlier period or from other than current account transactions; The
principle adopted is that these bolances, too, which are part of the mon-
etary reserves of the countries concerned, should be convertible for meoking
payments for current transactions; Since each member is free, however, to
regulate international capital movements, it is free to restrict the use
of belances of this choracter; and hence it can at its ovm discretion re-
licve itself at any time of this second obligation;

There are other limitations to both obligations; In the example
given, England will not be obliged to purchasc the sterling balonces if at
that time England is, for cny reason, not entitled to purchase foreign cur-
rcncies from the Fund; The obligations in this special form apply only
when Englond is in o position to fulfill them through purchose of the re-
quired currency from the Fund; The obligaticns lepse, also, if the currency
needed for making the purchase, in this case franecs, has becen declared
scarce; England may be able to obtain a certain amount of francs from the
Fund but she is authorized to restrict franc transactions zs she sees fit

and therefore can not be forced to convert sterling balances into francs,
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Similarly, the obligations do not apply if England has obtained the ap-
proval of the Fund to restrict psyﬁents due on current transactions or
if the balances have been acquired contrary to England!s exchange regu-
lations; Finally, the obligations do not epply to sterling balances ac-
cumulated during the transitional period if England has availed herself
of thc special tronsitional arrangements;

Although the special convertibility obligations are tied up
to the Fun? mechanism anl lapse when a member is for any reason no longer
entitled to purchase foreign currencies from the Fund, the general obli-
gation not to impose restrictions on the making of payments and transfers
for current international transactions without permission of the Fund is
binding on 2ll member countries, irrespective of whether or not they are
entitled at any particular time to draw on the resources of the Fund;
Provision

Article VIII,, Section 4. Convertibility of foreign-held
bzlances.- (c) Each member shall buy balances of its currency held by
another member if the latter, in requcsting the purchase, represcnts

(i) that the bolances te be bought have been recently acquired

as a result of current transactions; or

(ii) that their conversion is nceded for moking payments for

current transacticns.
The buying member sholl hove the option to pay either in the currency of
the member mcking the request or in gold.
(b) The obligation in (a) above sholl not apply
(i) when the convertibility of the belances has heen restricted
consistontly with Section 2 of this Article, or Article VI,
Section 3; or
(ii) when the belances have accumulated as o result of transac—
tions effected before the removal by a member of restric-
tions maintained or imposed under Article XIV, Section 2; or
(iii) vhen the b=lsnces hove been acquired contrary to the ex-
change regulations of the member vhich is asked to buy
then; or
(iv) when the currcney of the member requesting the purchase has
been declared scarce under Article VII, Section 3 (2); or
(v) when the mcmber requested to moke the purchase is for any
reason not entitled to buy currencies of other members from
the Fund for its own currency.
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c. Restrictions on Capital Transfers

Explanation

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

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

flembers may not make net use of the Fund's resources to meet
large or sustained outflows of capitel and the Fund may request a member
to exercise controls to prevent such use of the resources of the Fund
and declare a member ineligible to use the Fund if it does not exercise

appropriate controls.

Provisions

‘Article VI., Section 1. Use of the Fund's resources for capital

trensfers.- (a) A member mey not moke net use of the Fund's resources to
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meet o large or sustained outflow of capital, and the Fund may request =2
member to exercise controls to prevent such use of the rcsources of the
Fund. If, after receiving such a request, o member foils to exercise ap-
propriate controls, the Fund moy declare the member ineligible to use the'
resources of the Fund.

(b) Nothing in this Section chall be deemed

(i) to prevent the use of the resources of the Fund for capital
transactions of reasonable amount required for the expansion
of exports or in the ordinary course of trade, banking or
other business,; or

(ii) to affect capital movements which are met out of a2 member's
own resources of gold and foreign exchange, but members under-
take that such capitcl mevements will be in accordance with
the purp“ es of the Fund.

Section 5. Qontrcls of capital transfers.- Members may exercise
such controls as are necessary to rcgulatc internatlonal capital movements,
but no member may exercise these control a mapner which will restrict
p yments for current transactions or hhlch WlLl unduly delay transfers of

uds in settlement of commitments, except as provided in Artlcle VII,
Sé’}&rgp 3 (b), end in Article XIV, Section 2.
e Bank of St. Louis
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d. Trensitional Arrangements

Explenation

There are provisions by which members may avail themselves of
special arrangecments made for the postwer transitional period; Members
intending to avail themselves of these arrangements must notify the Fund;
Under these special arreongements members moy maintain and adapt to
changing circumstonces restrictions on payments ond transfers for current
internationsl transactions; However, members vhich maintain restrictions
in accordance with this arrongement nust take all possible measures to
facilitate international payments and nust withdraw such restrictions as
soon as they believe that they will be able, without the restrictions,
to settle their bolances of payments without being forced to draw too
heavily on the resources of the Fund; Starting three years after the
Fund begine operations the Fund nust issue sn annual report on the re-
strictions still in force under thesc transitional arrnngements; After
the fifth ycar, any member still imposing such restrictions must consult
with the Fund; The Fund mey indicate to 2 member that it is in a favor-
able position to withdraw any or all of its restrictions and, ofter a
suitable time, may require o member to withdraw from the Fund if it con-
tinucs to meintain those restrictions;

The reason for these exemptions is that it would be impossible
to require 2ll member countries immediately to remove all restrictions on
current transactions; If that were done, some members would be forced to
rely heavily on the Fund with the consequence that the Fund's resources
would be used increasingly in financing deficits in international pay-
nents incurred by countries which arc as yet in no position to take
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the rest of the world without such restrictions; On the other hand, all
nmember countries are committed gradually to abandon restrictions, and the
Fund has the power to refuse the use of its resources to, or require the
withdrawal of, a member which is not eliminating its restrictions as repidly
as the Fund believes this should be done;
Provisions

Article XIVL, Section 1; Introduction;- The Fund is not intended

to provide facilities for relief or reconstruction or to deal with inter-
national indebtedness arising out of the war.

Section 2. Exchenge restrictions.- In the post-war transitional
period members may, notwithstanding the provisions of any other articles
of this Agrecment, maintain and adapt to chenging circumstances (and, in
the case of members whose territories have been occupied by the enemy,
introduce where necessary) restrictions on payments and transfers for cur-
rent international trensactions. 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 facilitate international payments ond the maintenance of exchange
stability. In particular, members shall withdraw restrictions maintained
or imposed under this Section as soon as they are satisfied that they will
be able, in the absence of such restrictions, to settle their balance of
payments in 2 manner which will not unduly encumber their access to the
resources of the Fund.

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

Section 4. Action of the Fund rclating to restrictions.- Not
later than three years after the date on which the Fund begins operations
and in each year thereafter, the Fund shall report on the restrictions
still in force umder Section 2 of this Article. Five yecars 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, shcll consult the Fund 2s to their further retention. The Fund
mey, if it deems such action necessary in exceptional circumstances, make
representations to any member that conditions are favorable for the with-
drawal of any particular restriction, or for the general abandonment of
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restrictions, inconsistent with the provisions cf «ny 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
neintaining restrictions which are inconsistent with the purposes of the
Fund, the member shall be subject to Article XV, Section 2 (a).

Section 5. Nature of transitional period.- In its relations
with members, the Fund shall recognize that the post-war transitional period
will be one of change and adjustment 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.

e. OScarce Currencies

Explonation

Exception to the general rule not to impose restrictions on pey-
ments for current trensactions is made in respect to scarce currencies;
Once a currcncy has forﬁally been declared scarce, any member may limit the
freedom of exchange tronsactions in that currency to the extont necessary
to reduce the demond for thet currency to the level of its supply; Each
member mey determine for itself the way in which it limits transactions
in the scarce currency provided it does not violate its obligations in re-
gard to exchange ratcs; Members agree not to invoke the obligations of
prior agreements in such a way as to prevent a member from limiting its
transactions in the scarce currcncy to the extent necessary in the circum-
stances just described; but each member also agrees to give sympathetic
consideration to the representations of other members vith regerd to its
administration of the restriction;

See also the Chapter on Scarce Currencies;
Provisiong

Article VII;, Section 5; Scarcity of the Fund's holdings;— (a)
If it becomes evident to the Fund that the demand for a member's currency
sericusly threatens the Fund'e ability to supply that currcney, the Fund,
whether or not it has issued o report under Section 1 of this Article, shall

formelly declare such currency scarce and shall thenceforth apportion its
existing and accruing supply of the scarce currency with due regard to the
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relative needs of members, the general international economic situation,
and any other pertinent considerations. The Fund shcll also issue a re-
port concerning its action. 5

(b) A formnl declaration under (o) above shall operate as on
authorization to ~ny member, after consultetion with the Fund, temporarily
to impose limitations on the freedom of exchange operations in the scarce
currcncy. Subject to the provisions of Article IV., Sections 3 and 4,
the member sholl heve complete jurisdiction in determining the nature of
such limitations, but they shall be no morc restrictive than is necessary
to 1limit the demand for the scarce currcncy to the supply held by, or
aceruing to, the member in question; and they shall be relaxed and removed
28 rapidly as conditions permit.

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

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

Secticn 5. Effect of other internationsl agreements on re-
strictions.- Members cgree not to invoke the obligations of any cengage-
ments entered into with other members prior to this Agreement in such a
manner as will prevent the operation of the provisions of this Article.

£. Transactions with Non-members

Explanation

A1l of the obligations of members to avoid restrictions on cur-
rent transactions apply to transactions with other members. Transactions
with non-members may be restricted unless the Fund decides that such re-
strictions prejudice the interests of members and are contrary to the pur-
poses of the Fund.
Provision

Article XI., Section 2. Restrictions on Transactions with non-
member countries.- Nothing in this Agrecment shall affect the . right
of any member to impose restricticns on exchange transactions with non-
members or with persons in their territories unless the Fund finds that

such restrictions prejudice the interests of members ond are contrary to
the purposes of the Fund.
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g. Consultation on Existing Agreements

Explanation

No explanation necessary.
Provision

Article VIII., Section 6, Consultation between members regard-
ing existine international agreements.- Where under this Agreement a
member is authorized in the special or temporary circumstances specified
in the Agreement to maintain or establish restrictions on exchange trans-
actions, =nd there are other engagements between members entered into
prior to this Agrecment which conflict with the application of such re-
strictions, the parties to such engagements will consult with one aznother
with a2 view to meking such mutunlly acceptable adjustments as may be
necessary. The provisions of this Article shall be without prejudice to
the operation of Article VII, Section 5.
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CHAPTER IX. TRANSITIONAL ARR/NGELENTS
Fxplanation .

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

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

Secondly the Fund allows members to toke advantage of a special
arrangement whereby they are allowed to maintain restrictions on payments
for current transactions. Countries which heve suffered devastation as

a result of the war will have such great demands for foreign goods and
their ability to export will be so small that they will need to relax
controls gradually. Furthermore maladjustments and instabilities result-
ing from the war moy makc it necessary to maintain controls for some time.
Under these arrangements however, members promisc to relax controls as

1

uickly «s possible and the Fund's resourccs will be available to help

o)

membeors as they relax controlse It is specifically provided that a
member maintaining controls for more than thrcee years must rcport to the
Fund, snd aftcr five yocars it must consult with the Fund as to their
further retontion.

At any time the Fund may roquirc a momber to rclax controls if

it is not living up to its promisc to rclax controlse. Thc Fund must first

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



«59-

cxplain its position however and give the member a chance %o roply. Such

action by thc Fund is to be taken only inexceptional circumstances. This

o

presumably is intended to indicate that it is cxpeeted that members will
live up to their nromises

One general cleuse says that the Fund will rcecognize that the
immediste post-war period is a difficult one and will give the members the
benefit of any reasonablc doubt when deciding on the rcply to any mcmber's
roqueste This clause roefers primarily to requosts for changes in exchange
ratese It is rcecognized that the initial roteos set can hardly be cxpected
to be cquilibrium rates which can be maintained indefinitely, It would
be a mistake to maintoin rotes too long by means of cxchange controls or
loans from thc Fund und changcs will ccertainly have to be permitteds The
clausc may apnly also to requests to allow ceortain controls to be maintained,

Provisions

frticle XIV.e Scebion 1. Introduction. = The Fund is not in-
tended to provide faecilitics for rclief or roconstruction or
to deul with intcrnational indebtcdness arising out of the war.

N

Scetion 2. Exchonge restrictionse = In the post-war tronsi-
tional period members may, notwithstending the provisions of
any other articles of this Agrccoment, maintoin and adopt to
changing circumstanccs (and, in the casc of members whose
territorics havc been occupicd by thc cnemy, introduce where
necccssory) restrictions on payments and transfers for current
internutional transactionse. DMembers shall, however, have con-
tinuous regord in their foreign exchange poliecies to the pur-
poses of the Fund; and, as soon as conditions permit, they
shall toke 0ll possible measures to develop such commercial
and financial arrangements with other members as will facil-
itate international payments and the maintenance of exchange
stabilitye In particular, members shall withdraw restrictions
meintzined or imposed under this Section as soon as they are
satisfied that they will be able, in the absence of such re-
strictions, to settle their balance of payments in a manner
which will not unduly encumber their cccess to the resources
of the Fund.
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Secction 3« Notification to the Fund. - Each member shall
notify the Fund before it becomes eligible under Article
X, 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 ..rticle, or whcther it
it is prepared to accept the obligations of Article VIII,
Sections 2, 3, and 4. A member availing itsclf of the
transitional arrangements shall notify the Fund as soon
thercafteor as it is preparcd to accept the above-mentioned
obligetionse.

Soction 4. Action of the Fund rclating to restrictions. -
Yot leter than threc ycars after the date on which the
Fund begins operaticns end in ecach year thereafter, the
Fund shall report on the rostrictions still in foree undoer
Scetion 2 of this Article. Five ycars aftcer the date on
which the Fund begins operations, and in cach ycar thorc-
aftor, any member still rctaining any rcstrictions incon-
sistent with Articlc VIII, Scetions 2, 3, or 4, shall
consult the Fund as te their further rotention. The Fund
may, if it decms such actions nccessary in exccptional
circumstanccs, make represcnbations to any member that
conditions are favorable for the withdrawal of any par-
ticular restriction, or for the general abandonment of
restrictions, inconsistent with the provisions of any other
article of this Agreement. The member shall be given a
suitable time to reply to such representations. If the
Fund finds that the member persists in maintaining re-
strictions which are inconsistent with the purposes of

the Fund, the member shall be subject to Article XV,
Section 2 (a)e

Section 5« WNabture of transitional periode = In its rela-
tions with members, the Fund shall recognize that the
past-war transitional period will be one of change and
adjustment and in meking decisions on requests occasioned
thereby which are presented by any member it shall give
the member the benefit of any reasoncble doubt.
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CHAPTER X, ORG/NIZATION /iND MANAGEMENT

a. Board of Governors

Explanation

The Board of Governors, in which all the powers of the Fund
will be vested, will consist of one Governor appo#nted by each member
country. Each country shall also appoint an alternate who can vote
only in the absence of the Governor, Governors and alternates serve
for five years subject to the pleasure of the government appointing
them. Governors and alternates receive no compensation from the fund,
except for reasonable expenses incurrcd to attend meetings. The Board
may delegatc its powers to the Executive Directors, except for the
power to decide on certain issues of major cconomic or political signi-
ficance. The Board will mect annually, and may meet more often if ro=-
quested by the Exccutive Dircctors or agreed upon by the Board, The
Board may sct up & procedurc for woting without an actual meeting;

Provisions

Article XII, Scction l. Structurc of the Fund. = Thc Fund shall
have a Board of Governors, Exccutive Directo?g, a Managing Director, and
a staff.

Scce 2. Board of Governors. - (a) All powers of the Fund shall

be vestod in the Board of Goverrnors, consisting of onc governor and one
alternote appointed by each member in such mannor as it may detcermine.
BEach governor and ecch alternate shall scrve for five yoars, subject to
the pleasure of the member appointing him, and may be reappointed. No
alterncte may vote except in the abscnce of his principal. The Board shall -
select one of the governors os chairmen,

(b) The Board of Govcrnors may delegate to the Executive Dircetors
authority to exercisc cny powcrs of the Board, except the power to:

(i) Admit new mombers and determine tho conditions of their
admission.
(ii) Approve a rcvision of quotas.
(1ii) Approve a uniform change in the par valuc of the currcncies of
21l membors.
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(iv) Moke arrangements to cooperate with other international
orgonizations (other than informal arrangements of a
temporary or administrative character).

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

(vi) Require o member to withdraw.

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

(c) The Board of Governors shall hold en annual meeting and such
other meetings as may be provided for by the Boord or called by the
Executive Directors. Meetings of the Board shall be called by the
Dircctors whenever requested by five members or by meubers having one-
quarter of the total voting powcr,

(d) A quorum for any mecting of the Board of Governors shall be o
majority of the governors cxercising not less than two=-thirds of the
total voting power.,

(e) Boch governor shall be cntitled to cast the number of votes
allotted under Scction 5 of this Article to the member appointing him.

(£) The Board of Govornors may by regulation establish a procedure
whereby the Exccutive Direectors, when they deom such action to be in the
best intcrests of the Fund, may obtain a vote of the governors on o spe-
cific question without calling a mecting of the Board.

(g) The Board of vivernors, end the Exccutive Directors to the ox-
tont authorized, may adopt such rules and regulations as may be necessary
or appropriate to conduct the business of the Fund,

(h) Governors and alternates shall sorve as such without compensa-
tion from the Fund, but the Fund shall pay them reasonable expenses in-
curred in attending meetings.

(i) The Board of Governors shall determine the rermumeration to be
paid to the Executive Dircetors and the salary and terms of the contreocet
of service of the Monaging Dircctor.

be Exccutive Directcrs

Explanation

The Executive Directors will eonduct the general operations of
the Fund, There will be at least twelve Executive Directors, five appointed
by the fivc members having thc largest queotas, which if all countries rcpre=-
sented at Brotton Woods become membors will be the United States, the United
Kingdon, the Union of Soviet Socialist Republics, China, and France, two
clected by the American Republics cther than the United States, and five

elected by the cther members. he procedurc by which the clected Executive
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Directors are tc be chosen is designed to see that each member will have
an appropriate voice in the election of at least one of the Directors.
The Governors appointed by member countries vote in the election of
Executive Dircctorse. Two additional Executive Directors may be appointed
to represent the two countries the currcncies of which are being uscd by
the Fund in the largest absolute amounts, if thesc countries are not in-
cluded in thosc already cntitled to appoint Dircctors. As new countries
become members of the Fund the number of Exccutive Directors may be in-
creascd.

Excoutive Dircctors aroc to bo clected cvery twe years, Exceutive
Directors appoint their owm alternatos. An alterncte may attend meotings
but may not vote unless the Executive Director appeinting him is abscent,
Exccutive Dircctors are to function "in continucus session". The meuning
of this phrase is not absclutely clear; It seems apparont however that the
job of Executive Director is a full time job. The salaries of Executive
Direcctors arc determined by the Board of Governors, alternates tc Exccu-
tive Dircctors evidently will receive no salary.

Provisions

Article XII. Sece 3. Executive Dircctors. - (a) The Exccutive
Directors shall be responsiblc for the conduct of the gencral operations
of the Fund, =nd for this purpese shall exorcise all the powers delegoted
to them by the Board of Governorse
(b) Therc shall be not less than twelve directors who need not be
governcrs and of whon
(1) five shall be appointed by the five membors having the largest
quotas;
(i1) nct more thor two shall be appcinted when the provisions of (o)
below apply;
(11i) five shall be clected by the members not entitled to appoint
diiectors, othor than the Americen Republies; and
(iv) two shall to eclocted by the Amoricen Republics not ontitled
to appcint directors.
For the purpcscs of this paragroph, nmembers meens governnments of countries
whose nomes arc set forth in Schedule A, whether they beeccme menbers in
accordonce with Article XX or in accordance with Article II, Scction 2,
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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.

(¢) If, at the second regular election of directors and thereafter,
the members entitled to appoint directors under (b) (i) above do not in-
clude the two members, the holdings of whose currencies by the Fund have
becn, on the average over the preccding two yecars, reduced below their
quotas by the largest absolute amounts in terms of gold as a comaon de=-
noninator, either one or both of such members, as thc case may be, shall
be entitled to appoint a director,

(d) Subject to Article XX, Scction 3 (b) elections of elective
dircctors shall be conducted at intervals of two years in accordance with
the provisions of Schedule C, supplementod by such regulations as the Fund
dcems appropricte. Whenever the Board of Governors increases the numbor
of dircctors to be elected under (b) above, it shall issue regulations
making appropriate changes in the proportion of votes required to elect
dircctors under the provisions of Schedule C.

(¢) Each direcctor shall appoint an alterncte with full power to act
for hinm when he is not present, When the directors appuinting them are
presont, alternotes may participatc in meetings but ray not vote,

(f) Diroctors shell continue in office until their successors are
appeinted or elccteds If the cffice of an elccted dirsctor becomes vacant
nore than ninety deys before the cnd of his term, ancther director shall
be elccted for tho remsinder of the torm by the nembers who elocted tho
former directore. A mejority of the votes cast shull be required for
clectione WWhile the office renains vacant, the alternate ¢f the former
dircetor shall exercise his powers, excopt that of appointing en alternate.

(g) The Excoutive Directors shall function in continuous session at
the primcipal officec of the Fund and shall neet as often as the business
of the Fund may require,

(h) A quorun for any necting c¢f the Exccutive Directors shall be a
majority of the directors repreosenting nct less thon one-half of the vot-
ing powver.

(i) Bach appointed director shall be entitled to cast the numbor of
votes ellotted under Scetion 5 of this Article to the member appointing him.
Each elected directer shall be entitled to cast the number of votes which
counted towards his election. Vthen the provisions of Section 5 (b) of
this Article are applicable, the votos which a director would ctherwise
be entitled to cast shall be increased cr decreoasced ccrrespondingly. All
the votes which a director is entitled tc cast shall be cast as o unit,

(3) The Beard of Governors shall adopt rogulations under which a
member not ontitled to appoint & dircctor under (b) above may send a
ropresentative to attend ony meeting cf the Executive Directors when a
request rade by, or a matter particularly affccting, that member is under
consideration.

(k) The Executive Directors nay appoint such cormittees as they doem
advisablee. Membership of cormittees need not be limited to governcrs or
directors or their alternates.
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Schedule C. 1. The election of the elective executive directors
shall be by ballot of the govermors eligible to vote under Article XII,
Seetion 3 (b) (iii) and (iv). '

2. In balloting for the five directors to be elected under Article
XII, 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 reccived less then nineteen
percent of the total number of votes that can be cast (eligible votes) shall
be considered clected. '

5« Vihen five persons are not elected on the first ballot, a second
ballot shall be held in which the person who received the lowcst number of
votes shall be incligible for clection and in which there shall vote only
(a) those governors who voted in the first ballot for a person not clected,
and (b) those governors whose votos for a person clccted arc deecmed under
Ly below to have raised the votes cast for that person above twenty percent
of the eligible votes.

Le In determining whother the votes cast by a governor arc to be
deemed to have raised the total of any person above twenty percent of the
eligible votecs the twenty percent shall be deemed to include, 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 cast-
ing all of his votes for such person even if the total votes for such person
thereby exceed twonty percent.

6. If, after the sccond ballot, five persons have not been clected,
further ballots shall bec held on the same principles until five persons
have becen elected, provided that after four persons arc clected, the fifth
may be eclccted by a simple majority of the romaining votes and shall be
deemed to have been clected by the American Republics under Article XII,
Section 3 (b) (iv) shall bo clected as follows:

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

(b) ITn the election of the first director, each governor repre-
senting an American Republic cligible to participate in the election
shall cust for one person all the votes to which hc is entitled. The
person rcceiving the largest number of votes shall be cleeted provided
that he has reccived not less thun forty-five percent cf the total votes.

(¢) If no perscn is clected on the first ballet, Purther ballots
shall be held, in oach of which the person receiving the lowest number
of votes shall be eliminated, until one perscn receives o number of
votes sufficient for clection under (b) above.

(d) Governors whose votes contributed to the election of the first
dircetor shall toke no part in the election of the second directors

(e) Persons vwho did not succeed in the first elecction shall nect
be ineligible for election as the second director,

(f) A majority of the votes which can be cast shell be required
for election of the second director. If ot the first ballot no per-
son receives o majority, further ballots shall be held in euch of
which the person receiving the lowest number of votes shall be elimi-
nated, until somec person cbtains a majority.
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(g) The second directer shall be decmed to have been clected
by all the votes which could have been cast in the ballot sceuring
his elcction.

ce Manoaging Dircctor and Staff

g‘._;i]_fmat ion

The Executive Directors will appoint a Managing Directer who
will be in charge of the operating staff of the Fund and will conduct
the ordinary business of the Fund. The Managing Dirceter can nct be a
Governcr cr Executive Director. The Managing Director :is .chairmun of the
Exocutive Directors and has no vote except to cast a deciding vote in
cases of on equal division of vetes on some question. lanaging Virecters
moy participate in meetings of the Board of Governors but may not vote,
The prinéipal office of the Fund will be in the United States, since
this ccuntry will have the largest quota,
Prcvisions

Article XII. Sec. L. Mancging Directcr ond staff - (a) The
Exceutive Dircctors shall selecct a Monaging Dircetcr whe shall not be a
governcr or.an exceutive director. The Managing Director shall be chairman
of the Exccutive Directers, but shall have no veote except a deciding vete
in case ¢f an equel division., He may participate in mectings ¢f the Beard
of Governors, but shull not vote at such moetings. The Managing Dirccter
shall coase to hold cffice when the Executive Directcrs so decide.

(b) The Managing Dircctor shall be chief of the operating staff of
the Fund and shall conduct, under the direction of the Exccutive Directors,
the ordinary business of the Funds Subject tc the general contrcl of the
Executive Direcctors, he shcll be respensible for the orgonizotion, - appoint=
nent and disnissal c¢f the staff «f the Fund.

(c¢) The Monaging Director and the staff «f the Fund, in the discharge
of their functicns, shall owe their dubty entirely to the Fund and to nc other
authority. Each momber of the Fund shall rospect the international chaoracter
of this duty and shall refrain frem all attenpts te influence any of the
stuff in the discharge o¢f his functicns,

(d) In appeinting the stuff the Managing Dircctor shall, subject to
the puramount importuance of securing the highest standards of efficiency
and of technical competence, pay duc regard té the importance of recruit-
ing perscnncl on as wide o gougraphical basis as possibles
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Article XIII. Section 1. Location of offices, = The principal
office of the Fund shall be located in the territory of the member having
the largest quota, and agencies or branch offices may be established in
the territories of other members.

d. Voting Power

Explanation

The voting power of member countries is determined by giving each
member country 250 votes plus one additional vote for each $100,000 of its
quota. The voting power of the countries rcpresented at the United Nations
Monetary and Financial Conference is indiceted in Table ITI.

For voting on certain matters indicated below, the distribution
of voting power shovn in the table will be modified. When the Fund is vot-
ing on the question of whether or not to waive any of the conditions govern=
ing & member's use of the rcsources of the Fund, or on the question of dec-
claring a member incligible to use the resources of the Fund beocause it is
using them in a manner contrary to the purposcs of the Fund, the votes of
member countrics will be altered as follows: the voting power of a member
country will be increased by onc votc for cach $4,00,000 of nct sales of its
currency by the Fund and decrecased by onc vote for cach $400,000 of its nct
purchases of the currencies of other members, provided net purchases or net
sales do not cxcecd the quota of the membor involved. By way of cxample,
if the Fund's nct sales of dollars cqual onc~half of the Unitcd States quota
(that is, if forcign countries will have drawn on the Fund for 1,375 million
dollars) the porcentuge of total voting povwer of the United Stotes will be
31.5 per cent rather then 28 per cent. The theory of this provision is
thot on thesc problems involving the use of the Fund's resources the vot-

ing power of countries which have made substantial use of thom should be
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decreasced end that of countrics of whosc subscriptions other countries
have made substantial use should be increased. These changes in voting
power, however, are relatively small,

In voting by the Board of Governors, the Governor tppointed
by cach member has the voting power allotted to that member, The
Exccutive Dircctors cast the number of votes cither of the country
by which they arc appointed, or, in the case of the elected Executive
Direcctors, of the countries which have clected thetr: An Executive
Diroctor must cast all the votes of which he has control es a unit.

He is not permitted to cast some of his votes in one way and some in
anothers The countries whoseo votes counted toward his election are
precluded from urging him to cast the number of votes which they indi-
vidually arc entitled to in accordance with their particular wishcs,

Most décisions of the Fund arc by & majority of the votes cast
in accordance with the distribution of voting power, but cortain speci-
fied decisions roquire morc than o simple majority of votes or the
appreval of a stated proportion of member countries.

Table III
VOTING POWER IN THE INTERNATIONAL MONETARY

FUND OF MEMBERS REFRESENTED AT THE UNITED
NATINS MONETARY AND FINANCTAL CONFERENCE

Huihar Percentage

Country of total
of votes 1
votes
i L e T S [ e e 2,250 2.3
BelgiUMeeossessoassscssssossssssssssssnans 2,500 235
AR SR Y e S SRR R e e 350 7,
DB Saiy aps' bare o:oit s oo mia o loteis & & oVite tntatecataialateislone 1,750 18
CHNBO0 60 0 8 600 ¢ sisisln o0 0/0 0818 6% 81a/01e 884 4,5 ¢14 a'e 8 5,250 503
B T s e s s sias o'n s s s nininia wialsstalipis)« shelote /ol s 750 o0
(NI oigiels o4 s a n wielie alnie s alnis s s ole aviviss o sis sl sieis o Gl 5.8
C A L ORI 0w s o6 0 s 4ls miais sis's ol iaberniaie s otsie s 'n's o 5inlatn 750 .8
Gt eI 00 o1 als diatareis sieielsinteeiats sioisls sisie sl s nrste 300 *5
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Country Number of totnl
_ of votes votes
Cub&tcoo-a-cooooloo.o.ooto.oononcnqooo..; 750 08
CZCGhOSlOVQkiQ.......noo-qooooo-oo-o-oono 1,300 1:5
Dcnmark.........................---o-.... (') (8)
Doninicon  RopublicCesecssessevsssvcsncsces %00 o3
Ecu&dor.....-............................ 300 03

Egyptcl.tocoootocontnolQ'oi.uOO'...'.u.i. 700 ’7
El S:~1V‘€-\‘-dor.|.'o..'clt'luooccl.o.!bll!'.! 275 03

Ethiopi&..-.............--..-...-......-. 510 .5
Frﬁnce........n.............-............ h,750 h.8
(TGOCG s sNsh ss vt soshbhbponssanswsbanybass - 650 6
GUOBER IS siss son i SN B evh s NE s aRAN T o e rs %00 %)
HO T o aicainios s on alinbnsasiunnesvvay ok nid 300 5
BOEGUTE S0 wive'e visin viais s %inte viv s o sy hit Wiars bin b slo 275 v5
6 a7 73 U el R S e A e o (5 260 +9
T P RO P gl SR 4,250 L3
TPOHR AN o sV AN S e o v e SRR S 500 D
Ir&q....o..-............-................ 330 05
BALOPIn s onitsinnsanysisierenesnnyasisesess 255 o2
LUuxombourgZessesesssesssavscssscocnessonse 350 +5
MOXiCO..ao-oooo.o-oqoaocq-.ocoo---no.oo-o 1,150 102
NethorlondSesnssqssssssssnbocsonssvesenss 3,000 %40
New Zoolandeessavasssesosngsboensossostss 750 o3
Nic&r&gua...........-.............-..o.-- 270 '5
NOrWoyeeesesossesesesscersosvnscensanncns 750 .3
FORBIN G s fusse vouseisnasosvessveesbevsses 255 o2
POTro.gutYescecssecsnssosvscqessassvsescgess 270 o3
)b S g R NEIEE U S R e o PR IPa (L 500 o5
Philippine Commonwoalthessesssesesnscscoes Loo ok
Folondaesevssssssessnssvsosssssssssncssens 1,500 1,5
Union of Bouth AfBAea s sieenoenssvenh L) 1.3
Union of Scviet Socialist RepublicSeesess 12,250 12.4
United Kingdorieeesesesscensssccoscccosgsoes 18,250 13,1
United BLatoSasescssenssorsssvssrsrnsovssns 27,750 28.0
BPURUOY css s vonsuisans £ o ashosss s ensss s Loo obi
RO EUG  as o ¢ s2 0 R0 AR 55 VAN SN S ERIRE & 925 b Loo oy
YUposloviBesesuscossvesssonssdosssssssave 850 8

Total 99,000 100.0

*The porcentoge of total votes is calculated cn the assunption that
only thosc nations represented ot the Confereonce will join the Fund.
As othor countries jein the Fund, cach individual country's share of
the total votes will decline.

2To be determined when the Danish Government has declarcd its
readiness to sign the igreencnt,

Note.=0f the total number cf votes, the British Empire contrels
25.3 por cent, Continental Burope, excluding the U.S.S.R., 16,0 por
cent, and Latin /fnerica 9.7 pecr cent.
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Provisions

Article XII. Scce. 5.Voting. = (&) Each member shall have two hun-
dred fifty votes plus one addeIEEE% vote for cach part of its quota equi-
valent to onc hundred thousand United States dollars.

(b) Vihenevor voting is requirod under Article V, Section L or 5, each
member shall have the number of votes to which it is ontitled under (a)
above, adjusted

(i) by the addition of one vote for the equivalent of each four hundred
thousond United Stetes dollars of net sales of its currency up to the
date when the vote is taken, or

(ii) by the subtraction of one votc for the cquivalont of ecach four hundrod
thousand United Statos dollars of its net purchasecs of the currencics
of cther nembers up to the date when the vote is taken;

provided, that neither not purchases nor net sales shall be decnicd at any
time to excced an amount equal to the quota of the member involved,

(¢) For the purposc of &ll computations under this Section, United
8tates dollars shall be decrmed to be of the weight and fineness in effect
on July 1, 194, adjusted for any uniform chunge under Article IV, Scction
T, if o waiver is made under Section 8 (d) of that Article,

(d) Except as otherwise specifically provided, all decisions of the
Fund shall be rmade by a majority of the votes cast.

Article XII. Sec, 2, = (d) A quorun for any meeting of the Board

of Governors shall be a majority of the governors exercising not less than
two=-thirds of the total voting power,

(e) Each governor shall be cntitled to cast the number of votes allotted
under Section 5 of this Article to the member appointing hime

(f) The Beard of Governcrs nay by rcgulation establish e procedure
whereby the Executive Directors, when they deem such action to be in the
best interests of the Fund, may obtain a vote of the governors on a spe-
cific question without calling a necting of the Board,

Article XII. Sces 3. = (h) A quorun for any necting of the Ex-
ccutive Directors shall be o majority of the dirccters representing not
less thon cne-half of the voting power,

(i) Each appointed dircetor shall be oentitled tc cast the nurbor of
votes allotted under Section 5 of this Article to the member appointing
hin. Eoch clocted director shall be entitled to cost the number of votes
which counted tewards his elections When the provisions of Seetion 5 (b)
of this Articlec are applicable, the wotes which a dircctor weculd ctherwise
be entitled tc cost shall be increused or decreased correspondingly, A4ll
the votes which o dircctor is entitled to cust shall be cast as a unit,

c¢e Decisions Requiring cther than Single Majority of Voting Power

Explanation
There arc veory few decisions requiring cther than a single mojori-
ty of the voting powers
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A h/S majority of the total voting power ié rcquired for any
chenge in quotas or for any. increase in the number of executive directors.

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

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

A majority of totel voting power plus approval of every member
having 10 per cent or more of the quotas is roquired to decide on o
uniform change in par walues,

A majority of the governors having a majority of the total
voting powcr is necessary to require a member to withdraw for failure
to live up to any of its obligations,.

A unanimous rate of the Board of Directors is necessary for
temporary suspension of the operations of the Fund, A L/S vote of the
Governors may extend the suspension.

Provisions

Article III, Scce 2. - A four-fifths majority of the total
voting power shall be raquired for any change in quotas and no quota shall
be changed without the consent of the member concerned,

Article IV. Scce 7o Uniform changes EE par values. = Notwith~
standing the provisions of Section 5 (b) of this Article, the Fund by a

majority of the total voting power may make uniform proportionate changes
in the par vealues of the currcneics of 21l mombers, provided each such
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change is approved by every member which has ten percent or more of the
total of the quotas. The par value of a member's currency shall, however,
not be changed under this provision if, within seventy-two hours of the
Fund's action, the member informs the Fund that it does not wish the par
value of its currency to be changed by such action.

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

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

Article XV. Sece. 2. - (b) If, after the expiration of & reason-
able period the member persists in its failure to fulfill any of its obli-
gations under this Agreement, or & differcnce between a member and the
Fund under Article IV, Section 6, continues, thet 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 rcecpresenting a majority
of the total voting power.

Article XVI. Scction 1. Temporary suspension. - (&) In the event
of &n emergency or the development of unforaeseen circumstences threctening
the operations of the Fund, the Exccutive Dircctors by unenimous vote moy
suspend for a periocd of not more thean one hundred twenty days the cpera-
tion of any of the follewing provisions:

(i) Article IV, Scctions % and L (b).

(ii) 4rtiele V, Sections 2, 3, 7, 8 (a) and (£),
(iii) Article VI, Section 2.

(iv) Article XI, Section 1,

(b) Sirmltencously with any decision to suspend the cperation of any
of the foregoing provisions, the Execcutive Directors shall eall a necting
of the Board of Governors for the earliest practicable date.

(¢) The Executive Directors may not extend any suspension beyond cne
hundred twenty days. Such suspension may be extended, hewever,; for an
additionel period of not more thon two hundred forty days, if the Board of
Governors by a four=-fifths moajority of the totel weting power so decides,
but it may not be further ocxtended except by amendrnient of this Agreemcnt
pursuant to Article XVIT.

(d) The Executive Dircctors may, by a najority of the tctal voting
power, ternincate such suspension at cny tines

Article XVII. - (a)iny proposal to introduce mwdifications in this
Agreerent, whether cnanating fron o nember, a governor or the Executive
Dirccteors, shall be cormunicated to the chairman of the Board of Governcrs
who shall bring the proposal beforc the Boarde. If the propesed amcendment
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is approved by the Board the Fund shall, by circular letter or telegran,
ask all members whether they accept the proposed amendment, Vhen three-
fifths of the members, having four-fifths of the total voting power, have
accepted the proposed amendment, the Fund shall certifly the fact by a
formal communication addressed to all members,

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

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

IV, Section 5 (b).

(¢) Anmendments shall enter into force for all members three ronths
after the date of the formel cormunication unless a shorter period is
specified in the circular letter or teleogran,
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CHAPTER XI. MISCELLANEQUS

a. Distribution of Net Income

Explanation

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

Provisions

Article XIT. Section 6. Distribution of nct incomc. = (a) Tho
Board of Governors shall determine annually what part of the Fund's not
income shall be placed to roserve and what part, if any, shall be dis=
tributede.

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

bers in proportion to their quotas. Paymonts to each mcmber shall be
made in its own currcney.

be Communication of Views

Explanation

The management of the Fund has the right to make recommenda=~
tions to any mcmber, whether thet member is using the Fund or not. The
Fund may communicate its views informally or may, by a two=thirds vote,
decide to publish a report rogarding a member!s monetary or economic
condition or developments which are directly tending to produec a scrious

disequilibrium in the international balance of payments of mombors.
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This provision is designed to make it clear that the Fund can
communicate recommendatiors to any country which is disturbing inter=-
national relationships even though that country is not using the Fund.
The United States is the country most likely to be in that position.
Provisions

Article XII. Section 8. Communication of views to members. =
The Fund shall at all times have the right to communicate its views
informally to any member on any matter arising under this Agreement.
The Fund may, by a two=thirds majority of the total voting power, de-
cide to publish a report made to a member regarding its monetary or
economic conditions and developments which directly tend to produce a
serious discquilibrium in the international balance of payments of
members. If the membor is not entitled to appoint an executive direc-
tor, it shall be entitled to rcpreosentation in accordance with Section
3 (j) of this Article. The Fund shall not publish a report involving
changes in the fundamental structure of the economic organizetion of
members.

c. Publication of Reports

Explanation
No explanetion nccessary.
Provisions

Article XII. Scction 7. Publication of reports. = (a) The Fund
shall publish an annual report confaining an auditod statoment of its
accounts, and shall issue, at intorvals of throe 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.

de Interpretation of Agrecment

Explanation

Quostions of interpretation of the Agreemont'are to be sub=-
mitted to the Executive Directors, and may be submitted on appeal by a
menmber country to the Board of Governors. In special cases involving

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

Article XVIII. = (a) Any question of interpretation of the
provisions of this Agreement arising between any member and the Fund or
between any members of the Fund shall be submitted to the Exccutive Dircc-
tors for their decision. If the question particularly affects any mombor
not cntitled to appoint an oxecutive dircctor it shall bo cntitled to
recpresentation in accordance with Article XII, Section 3 (j).

(b) In any casec whore the Executive Directors have given a decision
under (a) above, any membor may requirc that the question be roferred to
the Board of Governors, whosc docision shall be final. Ponding the result
of the reference to tho Board tho Fund may, so far as it docms necossary,
act on the basis of the decision of the Exocubtive Dircctors.

(¢) Whenever o disagreemont arises betwoen the Fund and a momber
which has withdrawn, or betwoon the Fund and any momber during liquidation
of the Fund, such disagrecment shall bc submitted to arbitration by a
tribunal of threc arbitrators, one appointed by the Fund, another by the
membor or withdrewing member and an umpiro who, unless tho parties othore
wisc agroee, shell bc appointcd by the President of the Permanent Court of
Intornational Justice or such other authority as may have been prescribed
by recgulation adopted by the Fund. The umpire shall have full power to
sobttle all questions of procedure in any case where the parties are in
disagrecement with respeet thoreto.

e« Amendment of Agrcement

Explanation

Most of the Articles of the Agrecment may be amended if tho
amendment is approved first by the Board of Governors and then by throo-
fifths of the member countries having four-fifths of tho total votes.
However, threo of tho provisions of the Agroement can be amended only
with the acceptance of all momber countries. They rcefer to o mombert!s
right of withdrawal, a momber's right to veto a change in its quota, and
the prohibition against o change in the par valuc of a member!s currency
being mado otheorwise tham in responsc to its own proposa1;
Provisions

Article XVII. = (a) Any proposal to introduce modifications in
this Agreement, whether omancting from a member, a governor or the Execu=-
tive Directors, shall bc cormunicated to the chairman of the Board of
Governors who shall bring the proposal before the Boarde. If the proposcd

amendment is approved by the Board tho Fund shall, by circular lotter or
telogram, ask all nembers whether they accept the proposed amendment.
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When three=fifths of the members, having four=-fifths of the total voting
power, have accepted the proposed amendment, the Fund shall certify the
fact by a formal communication addressed to all members.
(b) Notwithstanding (a) above, acceptance by all members is required
in the casc of any amendment modifying
(i) 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 III, Section 2);
(iii) tho provision that no change may be made in the par valuo of
a member's currency excopt on the proposal of that member
(Article IV, Soction 5 (b) ).
(¢) Amendments shall entor into force for all members throe months
after the dato of the formal communication unleoss & shorter period is
specified in the circular lettoer or telegram,

f+ Relations with Other Intornational Organizations

Explanation

No oxplanation nccessary cxcept that this requires the Fund to
cooperatce with the Bank.

Provisions

Article X+ = The Fund shall cooperatc within the terms of this
Agrcement with eny gcnerel international organizetion and with public
international organizetions having specialized rcsponsibilitios in related
fields. Any arrangoments for such coopecration which would involve a modi=
fication of any provision of this Agroemont may be offected only after
amendment to this Agreooment undor Article XVIT.
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CHAPTER XII. ADDITIONAL OBLIGATIONS OF MEMBERS

a., Furnishing of Information

Explanation

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

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

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

change, j

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

(iii) Production of gold.

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

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

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

(vii) International investment position, i,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 furnish
this information.

(viii) National income. '

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

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

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

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

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

b. Relations with Non-lembers

Explanation

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

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

Provisions

Article XI., Section 1., Undertakings regarding relations with
non-member countries. - Each member undertakes:

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

(ii) Not to coopcrate with a non-msmber or with persons in & non-member's
territories in practices which would be contrary to the provisions
of this Agreement or the purposes of the Fund; and
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(iii) To cooperate with the Fund with a view to the application in its
territories of "appropriate measures to prevent transactions with
non-members or with persons in their territories which would be
contrary to the provisions of this Agreement or the purposes of
the Fund.

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

c. Imunities and Privileges

Explanation

No ezplanation necessary.,
Provisions

Article IX., Section 1, Purpose of Article, - To enable the Fund
to fulfill the functions with which it 1s entrusted, the status, immunities
and privileges set forth in this Article shall be accorded to the Fund in
the territories of sach member,

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

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

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

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

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

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

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

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

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

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

Section 9., Immunities from taxation. - (a) The Fund, its assets,
property, income and its operations and transactions 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 collection or payment
of any tax or duty.
(b) N¥o tax shall be levied on or in respect of saslaries and emoluments
paid by the Fund to executive directors, alternates, officers or employees
of the Fund who are not locel citizens, local subjects, or other local
nationzls.

(¢) No texation of any kind shall be levied on any obligation or security

issued by the Fund, including any dividend or interest therecon, by whomsocver
held

(1) which discriminates azainst such obligation or security solely
becausc of its origin; or
(ii) if the sole jurisdictional basis for such taxation is the place or
currency in which it is issued, made payablec or paid, or the location
of any office or place of business maintuined by the Fund,

Section 10.,, Application of Article. - Each member shall take such
action as is necessary in 1us own territories for the purpose of making
gffective in terms of its own law the principles set forth in this Article
and shall inform the Fund of the detailed action which it has taken.
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CILLPTTR XIITI. WITHDRAWAL, SUSPENSICN, AND LIQUIDATION

8o Voluntgry Withdrawael

Explanation

Any member hes a right to withdraw from the Fund at any time
by giving notice in writing. This right of withdrawal is uscful in con-
vineing countriés that they are not giving up their Soveréignty; A
country which has decided not to live up to its obligations would carry
out this decision whether it had the right to withdraw or not. The
United States! position is not weakened by the fact that other countrics
have the right to withdrawe In fact, it is strengthoned by our own right
to withdraw and to obtain a fair settlcment of accounts if we do with-
draw. Whon countries in debt to the Fund withdraw they arc obliged to
settlc their accounts in gold or convertible currcncicse
Provisions

Articla XV, Scction 1. Right of members to withdraw. - Any

ncrber may withdraw from the Fund at any time by transmitting

e notice in writing to the Fund at its principal officc.

Withdrowal shall beecome coffcetive on the date such notice
is rcccivcde

be Cormpulsory Withdrawoel

Explanation !
If any mcmber fails to fulfill any of its obligations under the
Fund Agrccncent, it may first be declared ineligible to use the resources
of the Fund, and if it persists in its failurc, it may be required to with-
draw from ncmbership in the Funde Ncithor of these steps will be taken
without first informing thc nembor of the situation end giving thc momber
an opportunity to bc heards Compulsory withdrawal of a membor rcquires the
approvel of the majority of the membeor countrics having a majority of tho
voting powcre
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It is clearly stated that this provision docs not limit the
Fund's power to declare a member ineligible to use the resources of the
Fund in & mammer contrary to its purposes or to finance a large or sus-
tained outflow of capitals Neither does it limit .the fact that a member
may autormatically becomes ineligible to use the Fund if it makes an
uneuthorized change in the par value of its currency.
Provisions

Article XV. Section 2. Compulsory withdrawale. = (a) If a

member falls to fulfill any of its obligations under this

agreement, the Fund may declare the member ineligible to

use the resources of the Fundes Nothing in this Section

shall be deemed to limit the provisions of Article IV,

Section, Section 6, Article V, Scection 5, or Article VI,
Section l.

(b) If, after the expiration of & reasonable period
the member persists in its failure to fulfill any of its
obligations under this Agreement, or a differcnce between
a2 member and the Fund under Article IV, Section 6, con-
tinues, that member may be required to withdraw from mem=-
bership in the Fund by a decision of the Board of Governors
carricd by a majority of the governors representing o
majority of the total voting power.

(¢) Rogulations shall be adopted to ensure that
beforc action is token against any member under (a) or
(b) zbove, the member shall be informed in recasonable
time of the complaint against it and given an adeguate
opportunity for stating its casc, both orally and in
writinge

c. Scttlecment of Accounts

Explanation
In casc a member withdraws cither veoluntarily or othcrwise, a
member's accounts with the Fund arc scttled either by agrecment with the

4.

Fund or according to a cerefully worked out formula. All obligations to

the withdrowing country shall be met in its currcncy.
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If the Fund's holdings of its curroncy do not suffice (which
will be the casc in general if the Fund's holdings of o country's currcacy
is less thon its quota) settlemont must be made in gold or in such othor
manner as may be agreed. If agreement cannot be reached in 6 months the
Fund shall pay the balance in 10 half=-yearly installments either in the
menber's currency or in golde If the Fund fails to meet the payments the
member can reguire payment in any currency the Fund holds which hes not
been declared scarce.

If the Fund's holdings of a member's currency exceed the amounts
due that country (in general if the Fund's holdings excced its quota) and
the Fund and the member cannot eagree on the method of settling the accounts
the member must redeem its currency in excess of what is due to it in
gold or convertible currencies in ten half-yearly paymentse Thc Fund may
scll the currency in any markete The member must guarantce the use of
the currency in its territory.

Provisions

Article XV, Section 3. Scttlement of accounts with members

withdrawing. = When a member withdraws from the Fund, normal

transactions of the Fund in its currency shall cease and
scttlement of all accounts betweon it and the Fund shall be
mede with reasonable despatch by agrcement between it and

the Funde If agrcocment is not reached promptly, the pro-
visions of Schedule D shall apply to the settloment of accountse

Schedule Do 1. The Fund shall be obligated to pay to a
member withdrawing an amount cqual to its quota, plus any
other amounts duc to it from thc Fund, less any amounts duc
to the Fund, ineluding charges accruing after the date of
its withdrawael; but no paymcnt shell be made until six
months after the datc of withdrawal. Payments shall be
made in the currcncy of the withdrawing mombor,
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2e If the Fund's holdings of the currency of the with-
drowing member are not sufficient to pcy the net amount due
from the Fund, the balonce shall be paid in gold, or in such
other meonner as nay be agreeds If the Fund and the with-
helding menber do not reach agreement within six months of
the date of withdrawnl, the currency in question held by the
Fund shall be paid forthwith to the withdrawing member. . ny
balonce due sholl be paid in ten halfe-yearly installments
during the ensuing five yecrse Each such installment shall
be pcid, at the opticn of the Fund, either in the currency of
the withdrawing member acquired after its withdrowal or by
the delivery of gold.

3e  If the Fund fails to meet any installment which
is due in accordaonce with the preceding prragraphs, the
withdrawing member shall be entitled to require the Fund
to poy the installment in any curreney held by the Fund
with the exception of ony currency which hos been declared
scarce under ..rticle VII, Section 3.

4, If the Fund's holdings of the currency of a with-
drawing member exceed the amount due to it, and if agree-
ment on the method of settling accounts is not reached
within six months of the date of withdrawal, the former
member shall be obligated to redeem such execess currency
in gold or, at its option, in the currencies of -members
which at the timc of recdemption arc convertible. Redemp-
tion shall be made at the parity existing at the time of
withdrawal from the Fund. The withdrawing member shall
complete redemption within five years of the date of with-
dravel, or vithin such longer period o8 may be fixed by
the Fund, but sholl not be required to redeem in any half-
yearly period more than onc-tcnth of the Fund's excess hold-
ings of its cwrrency during such half-ycarly period. If
the withdroving member does not fulfill this obligation,
the Fund ney in an orderly momner licuidaete in any market
the amount of currency vhich should have been redecmed.

be dny ncrber desiring to obtain the currcncy of o
nember which has withdrawn shall acquirce it by purchase
from the Fund, to the extent thot such member has access
to the resources of the Fund and that such currcncy is
available under 4 aboves

8 The withdrawing member guarsntecs the unro-
stricted usc at all times of the currcncy disposed of
under 4 ond 5 above for the purchasc of goods or for pay-
nent of sums due to it or to persons within its terri-
toricse It shall componsate the Fund for ony loss
resulbing from the differcnce between tho pur value of
its currcnoy on the date of withdrawcl and the voluc
realized by the Fund on disposal under 4 ond 5 cboves
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7. In the event of the Fund going into liquidation
under Article XVI, Secction 2, within six months of the
date on vhich the member withdrews, the account between
the Fund and that government shall be settled in accord-
ance with Article XVI, Section 2, ond Schedule E.

de Temporary Suspension and Liquidation

Explonction

The Executive Directors have power in an emergency by unanimous
vote to suspend oll transactions of the Fund for a period of 4 months.
The Board of Governors may extend the period of suspension for 8 months
by a 4/5 mejority of the total voting power. A mojority of the voting
power moy termincte suspension at any time.

The Fund mey not be liquidcated except by decision of the Board
of Govornorse Once decision is made to liguidate the Fund =11 trans-
actions cxecpt for orderly settlement of accounts must cecasce All obli-
gotions of members ccase once it has been docided to liquidate the Fund
exccpt obligntions in conncction with settloment of uccounts with a
withdrawing mcmber, obligations with regord to the administration of
liguidation, ond obligations with regard to scttlements of questions of
interprot-tion of thc I'und Agrecment.

The procedure spceificed for liquidation is designed to sccurc

cir trcatmont of oll member countricse Liabilitics other than repayment
of subscriptions must be met first. Gold held by the Fund must be dis-
tributcd to members whose currencies arc licld by the Fund in amounts lecss
than their quotas ond in proportion to the deficieney in the Fund's hold-
ingse Onc-half of thc Fund's holdings of o member's currcney must be

returncd to the member provided the amount so roturncd doecs not cxcced

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



- 87 =

one-holf its quotae. The rest of the Fund's holdings of each currency is
distributed to «ll members in proportion to amounts still due theme
Members promise to redeem amounts of their currency distributed to other
members in o manner agrecd upon with the Fund.

In so far as possible the Fund will agree with each member to
take payment in its own currency and redeem amounts of its currency which
would otherwise be distributed to other countries. In so far as a mem-
ber's currcncy is distributed te other members the Fund will try to agrec
with that member to have it redecm its currency in gold or in the currency
of the member requesting redemption and in 10 half-yearly installments
unless thc members concerned agrce otherwiscs

If any ncmber fails to agrce on the manner of redemption the
Fund will usc currcncies of other members which were to be distributed
to that member to redeom smounts of that mombor's currency distributed to
other mcmborse
Provisions

Article XVI. Scction le Tcmporary suspension. - (a) In the

ovent of an emergency or the dovelopmont of unforescen circum-

stanccs threatoning the operations of the Fund, the Executive

Dircetors by unanimous votc may suspend for a period of not

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

(1) Article IV, Scctions 3 and 4 (b)e

(ii) Article V, Sections 2, 3, 7, 8 (&) and (£).
(iii) Articlc VI, Scction 2.

(iv) irticlc XI, Scction 1

(b) Simultencously with any decision to suspond the oper=
ation of any of thc forcgoing provisions, the Exccutive Direc-
tors shall call a mceting of thce Board of Governors for the
carlicst practicoble datce
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(c) The Exccutive Dircctors may not cxtend any sus-
pernsion beyond onc hundred twenty dayse Such suspension may
be extended, however, for an additional poriod of not more
thon two hundred forty dayse if thc Board of Governors by
a four-fifths majority of the total voting power so deceides,
but it may not be further extended except by cmendment of
this Agrecmont pursuant to irticlc XVII.

(@) The Exccutive Dircctors may, by a majority of thc
total voting powcr, tcrminate such susponsion at any tinc.

Scction 2. Liquidation of the Funde = (a) The Fund may
not bec liquidated execpt by decision of the Board of
Governorse In on emergoncy, if tho Execcutive Dircectors
Ceeide that liquidation of the Fund may be nccessery,
thoy moy tenporarily suspend zll transactions, ponding
dccision by the Boarde

(b) 1If the Board of Governors decides to liquidate

he Fund, the Fund shall forthwith cease to engage in any
activities except those incidental to the orderly collection
and liquidetion of its assets and the settlement of its
liabilities, and all obligations of members under this
Agreement shell cease except those set out in this ..rticle,
in Article XVIII, paragraph (c), in Schedule D, paragraph

7, and in Schedule E.

(e) Liquidation shell be administered in accordance
with the provisions of Schedule .E.

Schedule B¢ 1le¢ In the event of liquidation the liabil-
ities of the Fund other then the rcpsyment of subscriptions
shall have priority in the distribution of the assets of
the Funde In meeting each such liability the Fund shall
use its assets in the following order:

(2) the currency in which the liability is payable;

(b) gold;

(¢) 2ll other currcncies in proportion, so far as
may be practicable, to the quotas of the members.

2+ After the dischorge 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:

(2) The Fund shall distribute its holdings of
gold among the members whose currencics are held
by the Fund in smounts less than Their quotas.
These members shall sharc the gold so distributed
in the proportions of the cmounts by which their
quotas cxeccd the Fund's holdings of their currcncics.
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(b) The Fund shall distributc to cach member
onc=half the Fund's holdings of its currcncy but
such distribution shall not cxcecd fifty por cent
of its quotae.

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

3. Each member shall rcdeem the holdings of its cur-
reney apportioncd to other members under 2 (¢) above, and
shall agrec with thc Fund within threc months aftor a deeci-
sion to liquidate upon an orderly proccdure for such
redemption.

4, If 2 member has not rcached agreement with the
Fund within the thrcc=month period rofeorred to in 3 above,
the Fund shall usc the currcancics of other members appor-
tioncd to that member under 2 (¢) =bove to redeem the
currcney of thot momber apportioncd to other members.
Each currcney apportioncd to a membor which has not reached
agrecmont shall be used, so far as possible, to redeom its
currcney apportionod to the members which have made agroe=-
ments with the Fund under 3 abovce.

5¢ If o member has reached agrcement with the Fund
in accordonce with 3 above, the Fund shall use the cur-
rencics of other mambors apportioncd to that member under
2 (c) obove to redecem the currcncy of that member appor-
tioncd to othor mambers whichh have made agrceements with
the Fund under 3 abovee. Each amount so rcdecmed shall be
rcdecmed in the currency of the member to which it was
apportioncde

6e After carrying out the preccding paragraphs, the
Fund shall pay to cach momber the rcmaining currcncics
held for its accounte.

7« Eoch membor whosc currcncy has been distributed
to other members under 6 above shall redeem such currcncy
in gold.or, at its option, in thc currcncy of the momber
requesting rodomption, or in such other monner as may be
agrecd between theme If the membors involved do not other=-
wisc agrcc, the member obligated to rcdeem shall complete
rcdemption within five ycoars of the date of distribution,
but shall not be required to redeem in any half=-ycarly
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period more then onc=tenth of the omount distributed
to cach othor members If the member does not fulfill
this obligation, the amount of currcncy which should

ave been recdeemed may be liquidated in an orcerly
monner in any markete.

8e. Each member whosc currcncy has been distri-
buted to other members under 6 sbove guarantecs the
unrestricted usc of such currcney at all times for
the purchose of goods or for payment of sums cuc to
it or to porsons in its torritoricse Each member so
obligatod agrecs to compensate othor members for any
loss resulting from the differcnce between the par
velue of its currcney on the datc of the decision to
liquicstc the Fund and the wvalue rcalizod by such mem-
bers on disposcl of its currcncye.
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