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Introduction

International economic law is a multiform and complex branch of law. It contains
rules and regulations, which belong to the private or public law systems of individual
states, and others which originated from international legislation. Most norms of
international economic law are established by treaties, the bulk of which were concluded
by sovereign states as the main subjects of international law and the main actors of
international relations. States have created a number of international organizations with
competences in the field of international economic relations, which to a certain extent
autonomously inspire treaty-making and contribute to the development of international
customary law. A number of international organizations is authorized by their respective
founding charters to impose normative directions on member states which may be
important to state behaviour in the field of international economic relations!. Recommen-
dations and decisions of international organizations which are not easy to attribute to one
of the traditional sources of international law, as laid down in article 38 of the statute of
the International Court of Justice, have played a prominent réle in the development of
international law after World War II2. Even if nearly all of these acts lack a binding
character they influence national economic policies and thereby indirectly impinge upon
private participants of international economic relations. Normative acts of international
organizations are a stimulus to national legislation, and to a varying degree may become
relevant to decisions of national courts and administrations®. International Economic law
as a whole is constituted by a complex web of (a few) unwritten basic principles?, of
bilateral and multilateral treaties, and of decisions of international organizations and
national enactments®.

This collection of documents cannot take an undisputed notion of international
economic law as its point of departures. The collection is oriented towards relevance to
decision-makers on the international and national levels. The needs of those who are
interested in the world economy from an academic point of view were taken into
account. The selection took a universal, not a national or regional perspective. Therefore
the volume includes mainly multilateral international treaties, but also some decisions of
international organizations with a different legal character.

The collection reflects a period of transition: In the second half of the 20th century
the economic interdependence of the world has grown remarkably — a development

! K. Skubiszewski, International Legislation, in: 5 EPIL 97 (1983)

2 1. Seidl-Hohenveldern, International Economic “Soft Law”, in: 163 Recueil des Cours 165
(1979 1)

3 Ph. Kunig, The Relevance of Resolutions and Declarations of International Organizations for
Municipal Law, in: G. Tunkin/R. Wolfrum (eds.), International Law and Municipal Law (1988)

+ E.U. Petersmann, World Trade, Principles, in: 8 EPIL 530 (1985)

5 For details see P. VerLoren van Themaat, The Changing Structure of International Economic
Law (1981)

¢ J.H. Jackson, International Economic Law, in: 8 EPIL 149 (1985)



X Introduction

which has challenged the traditional structure of international economic law specifically
as well as the structure of international law in general. Even if a solid system of
international economic law is still lacking, one may already perceive the foundations of a
universal order of economic relations. The editors believe that the documents presented
here belong to the core of such foundations.

The present legal situation in the field of international economic relations is based on
developments, which took place during the last years of World War II. After the
conference of Bretton Woods (1944) the International Monetary Fund (Doc. 1) as well as
the International Bank for Reconstruction and Development (World Bank; Doc. 2) were
established’. Transcending the area of monetary co-operation, the concept of an interna-
tional organization dedicated to international trade was sponsored in the context of the
evolving United Nations system. These aspirations resulted in the “Havana Charter” of
19488 as the founding statute of an International Trade Organization. It never entered
into force. The General Agreement on Tariffs and Trade (GATT; Doc.24) became the
focal framework of international trade. It completed the so-called Bretton Woods system
which since the 60 has to be seen in context with the Organization for Economic Co-
operation and Development (OECD; Doc. 10) as another framework for the economic
relationship between leading Western states as well as with the regional system of the
European Economic Community (EEC; Doc. 14), and the Council for Mutual Economic
Assistance (COMECON; Doc. 15). A number of special agencies of the United Nations
also deal with economic matters (Doc. 3, 4, 7, 8, 50).

The drastic differences in economic development and bargaining power between the
industrialized parts of the world and the lesser and less developed countries found an
expression in the foundation of the United Nations Conference on Trade and Develop-
ment (UNCTAD)? in 1964 and the urgent calls to transform international legal structures
into a New International Economic Order, the concrete features of which still have to be
worked out™.

Essential claims aim at a preferential treatment of developing countries concerning
the exploitation of and trade in raw material, be they situated in areas under national
sovereignty or outside national jurisdiction, as well as at an easier access for developing
countries to products, technology and capital. Other goals are a stricter control of
multinational enterprises as well as a reform of existing institutional structures of the
world economy. A catalyst of these aspirations may be seen in the proclamation of a right
to development, which tries to relate the idea of a basic change of the existing
international economic order to the concept of human rights and mechanisms of human
rights protection'.

These developments provided the background to the current mixture of traditional
principles, international treaties, and other substantive regulations. The ensemble of all

7 H. Coing, Bretton Woods Conference (1944), in: 3 EPIL 2 (1983)

8 G. Jaenicke, Havana Charter, in: 8 EPIL 260 (1985)

® GA Res. A/1995 (XIX), 30.12. 1964

10 K. Hossain (ed.), Legal Aspects of the New International Economic Order (1980); Th. Op-
permann/E. U. Petersmann (ed.), Reforming the International Economic Order (1987)

11 Ph. Kunig, The “Inner Dimension” of the Right to Development: Considerations Concern-
ing the Responsibilities of Developing Countries, in: 36 Law and State 46 (1987)
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these principles and other rules constitute the present state of the international economic
legal order. Its variety made it necessary to include in this collection rules concerning
institutions besides substantive regulations as well as documents which merely reflect
tendencies. The material is arranged in two main sections, the first of which deals with
Institutions and Cooperation, the second with the regulation of the International
Economy.

The first part of this volume is designed to give an exemplary overlook over the
means of co-operation developed by states in order to find common and appropriate
solutions for the increasingly complex and challenging problems of international
economic exchange. The main focus is on the international organizations which, nowa-
days, are the core of an international system of economic co-operation. There are several
levels of such co-operation.

On the global level the international financial organizations'? like the International
Monetary Fund and the World Bank with its offsprings (Docs.1, 2, 3 and 4) are an
example of a framework for close co-operation that, on the other hand, has also shown in
practice the weakness of international solutions still existing due to a lack of co-
ordination in the economic policies of the several states!>. Much more technical, but of
crucial importance for the co-operation between central banks is the Bank for Interna-
tional Settlements (Doc. 5).

The second important pillar of co-ordination of the international economic relations
is trade. The quality of GATT as an international organization is disputed, but it certainly
is the basic framework for the international trading order. This emphasis on substantive
law is the reason, why GATT will here be found in the second part of this collection
(Doc. 24).

Apart from trade there are various other sectors of transborder activities pertinent to
the functioning of an international economy. It was impossible to be exhaustive here. The
choice of the sectors energy (Doc. 6), food supply (Doc. 7), protection of the labor force
(Doc. 8) and intellectual property (Doc.9) is aimed at showing how such international
economic matters are dealt with in terms of institutional co-operation.

One other important sector of global co-operation are the commodities agreements'.
The particular features of the price mechanism as well as the often erratic fluctuation of
supply and demand led to those agreements. They have not always been a success, but
some of them have proved to be useful to the contracting parties. Solutions have been
different for different commodities. In presenting the International Natural Rubber
Agreement (Doc. 16), the International Coffee Agreement (Doc.17) and the charter of
OPEC (Doc. 18), the editors want to show examples of different approaches: buffer
stock agreements, mere co-ordination agreements, pure supply-side cartels. The Agree-

12 International Financial Law Lending, Capital Transfers and Institutions (R.S. Rendell ed.
2nd ed. 1983); H. Golsong, International Bank for Reconstruction and Development, in: 5 EPIL 58
(1983); International Development Association id. at 75; International Finance Corporation id. at
83; A.Lowenfeld, The International Monetary System (1977)

1 B.Tew, The Evolution of the International Monetary System (1985)

4 Chr. Tomuschat, Commodities, International Regulation of Production and Trade, in: 8
EPIL 94 (1985); K.Khan, The Law and Organization of International Commodity Agreements
(1982)
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ment on the Common Fund for Commodities of 1980 has not yet entered into force, thus
it is not contained in this collection. Its effectiveness in the future is still disputed®.

One important corollary of the international flow of capital is the protection of
international investments!é. There are many bilateral treaties in the field. At the same time
the standards for such protection guaranteed by general customary public international
law are more and more disputed. National law standards are not sufficient for reliable
protection. This led to the creation of ICSID as a multilateral arbitrary institution for
investment disputes between states and between states and private parties (Doc. 19). On
the substantive side MIGA is a quite recent attempt to approach the uncertainties of some
investment abroad by a multilateral “insurance type solution” (Doc. 20). It still has to
prove its usefulness.

After the decolonization period development aid has been of paramount concern to
the international community. But the increasing conviction of the developing countries
that one major obstacle to speedy development is the old, purportedly unjust and biassed
international economic order generated the demand for a new international economic
order (NIEO). Tons of paper have been produced on the subject. But the resolutions
published here (Doc. 21, 22 and 23) still are the cornerstones of the pertinent discussion
in international circles.

Institutional Co-operation in the field of international economy often may be easier
and more effective on a regional level. The most conspicuous examples are the suprana-
tional European Communities. The most important of them is the EEC (Doc. 12). EFTA
(Doc. 14) is a typical free trade zone, while the Lomé-III-Convention between the EEC
and the so-called ACP-states (Doc. 13), shows how preferential treatment, commodity
price stabilization and trade liberalization can be established on an inter-regional level.
CMEA (sometimes also called COMECON) is the organization of economic co-
operation between the Eastern socialist states (Doc. 15). Finally, OECD (Doc.10) is a
good example how an organization (originally the OEEC), that focussed predominantly
on problems of the economic development of one region, namely Europe, could become
a forum of discussion, negotiation, monitoring and — to a certain extent — legislation
between the most important Western industrial powers of the world.

The second part contains some prominent examples of how substantive regulation of
the international economy has been achieved. It is a narrow choice made from hundreds
of economically very important international legal instruments. It is thus inevitable that
specialized users may find lacunae (as in international tax law and in the widespread field
of the international protection of industrial and intellectual property). But the limitations
of such a publication require sacrifices from the editors?. This is especially true of the
wide range of instruments which serve the unification of private law rules in international
economics. The editors have decided not to include them into this collection since one

15 Chr, Tomuschat, Commodities, Common Fund, in: 8 EPIL 91 (1985)

16 S. A. Riesenfeld, Foreign Investments, in: 8 EPIL 246 (1985); R. Dolzer, Expropriation and
Nationalization, in: 8 EPIL 214 (1985)

17 For a more comprehensive overlook see the ten volume loose-leaf collection of L. Lazar,
Transnational Economic and Monetary Law. Transactions and Contracts (1978 -)
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can find them easily in other collections dealing in a more specialized way with certain
areas of substantive law?s,

International trade" is represented by GATT (Doc.24 and 25) and some selected
agreements and decisions of the Tokyo Round from 1979 (Doc. 26 et seq.). These legally
binding instruments are in fact a clarification, improvement and effectuation of the
GATT rules. But since GATT itself for political reasons nowadays cannot be formally
amended, states use the periodically held multilateral tariff negotiations (so-called
“Rounds”) to develop such treaties as complements to GATT?. The Tokyo Round so far
has yielded the most important set of such treaties and binding decisions?!. Dispute
settlement, special treatment for development purposes, important licensing, anti-dump-
ing and countervailing duties measures were chosen here (Doc. 28, 29, 30, 31 and 32). The
EEC legislation (Doc.34) on the two latter fields is added because of its practical
importance for individuals. The same is true of the EEC-Regulation concerning the so-
called “New Trade Policy Instrument” (Doc.35), which is an example of so-called
“retaliation against illicit practices” — legislation that can be found in some important
states.

The next Round of multilateral tariff negotiations meanwhile is under way. Doc.33
is the Ministerial Declaration, the “founding document” of the so-called Uruguay
Round.

Transborder activities of corporations, transnational structures of enterprises create
new and difficult problems of concurring, competing or mutually incompatible jurisdic-
tion of several states?2. It furthermore may bring up differences of interest between the
enterprise and the policies of its host state. The search for common standards did generate
a — non-binding — code of conduct in the OECD (Doc. 36) and some other documents
(Doc.38 and 39), but in the U.N. the struggle still goes on to find common ground
(Doc. 37).

Another important matter that has gained increasing attention of states, is the so-
called extraterritorial jurisdiction over persons and economic entities abroad?. There is
still much confusion in this area and little convergence in the several states. One area
where those problems resulted in clashes between jurisdictions is antitrust law?¢. Apart
from bilateral treaties on mutual assistance between the U.S. A. and some other states so

1% In the trade law area for example Chia-Jui Cheng, Basic Documents on International Trade
Law (1986)

¥ A good systematic introduction herein and in the domestic U.S. trade legislation provides
J. H. Jackson & W.]. Davey, International Economic Relations (1986)

2 About the GATT-system see J. H. Jackson, World Trade and the Law of GATT (1967);
R.Hudec, The GATT Legal System and World Trade Diplomacy (1975); E. MacGovern, Interna-
tional Trade Regulation: GATT, the United States and the European Community (1986) and
Jackson & Davey supra note 19

2 L. A. Glick, Multilateral Trade Negotiations: World Trade after the Tokyo Round (1984)

22 P, Fischer, Transnational Enterprises, in: 8 EPIL 515 (185); C. D. Wallace, Legal Control of
the Multinational Enterprise (1982)

2 W.Meng, Extraterritorial Effects of Administrative, Judicial and Legislative Acts, in: 10
EPIL 151 (1987); a good selection of relevant documents is A. V. Lowe, Extraterritorial Jurisdiction
(1983)

2 K. M. Meessen, Antitrust Law, International, in: 8 EPIL 29 (1985)



X1V Introduction

far nothing legally binding has emerged. There are, however, some codes of conduct,
general or sectoral, dealing with a minimum of coordination between national jurisdic-
tions (Doc. 40 et seq.).

The importance of international transport® is often not sufficiently acknowledged
among lawyers who are not specialized in the field. This is why some of the most
important treaties on air and railroad transportation have been added to this collection
(Doc. 46, 47 and 48). Commercial Civil air traffic is mostly subject to bilateral treaties.
The International Air Transport Agreement of 1944 (Doc.49) was not successful to
provide for a multilateral opening of the airspace. It nevertheless has been chosen for this
collection, because it mentions all the “five freedoms” that are nowadays subject of the
bilateral treaties. Sea transport as well as the regulation of economic activities on and
under the seas is of particular importance, too (see Doc. 50). But the Law of the Sea in its
entirety has been omitted in this collection since it is so comprehensive that it deserves a
volume of its own.

All international treaties in this collection have entered into force, although not
necessarily for all states that have signed them. Information about ratification and
possible reservations (which may modify a state’s obligation) have to be looked up in the
yearly updated indexes of the treaty collections of the UN and of the states. The voting
patterns of individual states in international organizations may be found in the respective
publications of each organization.

The editors are grateful to Professor Dr. Jirgen Basedow, Augsburg, Dr. Claus
Eiselstein, Stuttgart, Mr. Wolfgang Kessler, Bonn, Dr. Michael Kilian, Tiibingen, Profes-
sor Dr. Herbert Kronke, Kéln, Professor Dr. Costa R. Mahalu, Dar es Salaam, Professor
Dr. Ernst-Joachim Mestmicker, Hamburg, and Professor Dr. Ingo von Miinch, Ham-
burg, for advice and discussions. The library staff of the Institute for International Law of
the Free University of Berlin, of the Institute for International Affairs of the University
of Hamburg, and of the Max-Planck-Institute for Comparative Public Law and Interna-
tional Law in Heidelberg provided valuable technical help. Numerous international
organizations and institutions as well as the Verlag Bundesanzeiger, Bonn, kindly
permitted the use of their publications for the production of this book.

The editors would welcome any suggestions for improving the future usefulness of
the collection to pracitioners and academic lawyers.

Berlin, Hamburg, Heidelberg, December 1988

35 G.Mutz, Traffic and Transport, International Regulation, in: 5 EPIL 269 (1983); Transport
(M. Schadee ed. 1974 -)
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A. World-wide Economic Institutions

1. Articles of Agreement of the International Monetary Fund
(IMF)
July 22, 1944

BGBL. 1978 1I, 13
(726 U.N.T.S. 266)

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

Introductory Article

(i) The International Monetary Fund is established and
shall operate in accordance with the provisions of
this Agreement as originally adopted and subse-
quently amended.

(ii) To enable the Fund to conduct its operations and
transactions, the Fund shall maintain a General
Department and a Special Drawing Rights Depart-
ment, Membership in the Fund shall give the right
to participation in the Special Drawing Rights De-
partment.

(iii) Operations and transactions authorized by this

Agreement shall be conducted through the General

Department, consisting in accordance with the pro-

visions of this Agreement of the General Resources

Account, the Special Disbursement Account, and

the Investment Account; except that operations and

transactions involving special drawing rights shall
be conducted through the Special Drawing Rights

Department.

ArticleI
Purposes
The purposes of the International Monetary Fund are:

(i} To promote international monetary co-operation
through a permanent institution which provides the
machinery for consultation and collaboration on in-
ternational monetary problems.

(ii} To facilitate the expansion and balanced growth of
international trade, and to contribute thereby to the
promotion and maintenance of high levels of em-
ployment and real income and to the development of
the productive resources of all members as primary
objectives of economic policy.

(iij) To promote exchange stability, to maintain orderly

exchange arrangements among members, and to

avoid competitive exchange depreciation.

(iv) To assist in the establishment of a multilateral sys-

tem of payments in respect of current transactions

between members and in the elimination of foreign
exchange restrictions which hamper the growth of
world trade.

(v) To give confidence to members by making the gen-
eral resources of the Fund temporarily available to
them under adequate safeguards, thus providing
them with opportunity to correct maladjustments in

their balance of payments without resorting to meas-
ures destructive of national or international pros-
perity.

In accordance with the above, to shorten the dur-
ation and lessen the degree of disequilibrium in the
international balances of payments of members.

(vi)

The Fund shall be guided in all its policies and deci-
sions by the purposes set forth in this Article.

Article I
Membership

Section 1
Original members

The original members of the Fund shall be those of the
countries represented at the United Nations Monetary
and Financial Conference whose governments accept

bership before D ber 31, 1945,

Section 2
Other members

Membership shall be open to other countries at such
times and in accordance with such terms as may be
prescribed by the Board of Governors. These terms,
including the terms for subscriptions, shall be based on
principles consistent with those applied to other coun-
tries that are already members.

Article IIT
Quotas and subscriptions

Section 1
Quotas and payment of subscriptions

Each member shall be assigned a quota expressed in
special drawing rights. The quotas of the members repre-
sented at the United Nations M y and Fi ial
Conference which accept membership before December
31, 1945 shall be those set forth in Schedule A, The
quotas of other members shall be determined by the
Board of Governors., The subscription of each member
shall be equal to its quota and shall be paid in full to the
Fund at the appropriate depository.

Section 2
Adjustment of quotas

{a) The Board of Governors shall at intervals of not more
than five years conduct a general review, and if it
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deems it appropriate propose an adjustment, of the
quotas of the members, It may also, if it thinks fit,
consider at any other time the adjustment of any
particular quota at the request of the member
concerned.

®
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The Pund may at any time propose an increase in the
quotas of those members of the Fund that were
members on August 31, 1975 in proportion to their
quotas on that date in a cumulative amount not in
excess of amounts transferred under Article V, Sec-
tion 12 (f) (i) and (j) from the Special Disbursement
Account to the General Resources Account.

() An eighty-five percent majority of the total voting
power shall be required for any change in quotas.

(d) The quota of a member shall not be changed until the
member has consented and until payment has been
made unless payment is deemed to have been made
in accordance with Section 3 (b) of this Article.

Section 3
Payments when quotas are changed

(a) Each member which consents to an increase in its
quota under Section 2 (a) of this Article shall, within
a period determined by the Fund, pay to the Fund
twenty-five percent of the increase in special drawing
rights, but the Board of Governors may prescribe that
this payment may be made, on the same basis for all
members, in whole or in part in the currencies of
other members specified, with their concurrence, by
the Fund, or in the member's own currency. A non-
participant shall pay in the currencies of other mem-
bers specified by the Fund, with their concurrence, a
proportion of the increase corresponding to the pro-
portion to be paid in special drawing rights by partici-
pants. The balance of the increase shall be paid by
the member in its own currency. The Fund's holdings
of a member's currency shall not be increased above
the level at which they would be subject to charges
under Article V, Section 8 (b) (ii), as a result of
payments by other members under this provision,

(b) Each member which consents to an increase in its
quota under Section 2 (b) of this Article shall be
deemed to have paid to the Fund an amount of
subscription equal to such increase,

(c

If a member consents to a reduction in its quota, the
Fund shall, within sixty days, pay to the member an
amount equal to the reduction. The payment shall be
made in the member's currency and in such amount
of special drawing rights or the currencies of other
members specified, with their concurrence, by the
Fund as is necessary to prevent the reduction of the
Fund's holdings of the currency below the new quota,
provided that in exceptional circumstances the Fund
may reduce its holdings of the currency below the
new quota by payment to the member in its own
currency.

(d} A seventy percent majority of the total voting power
shall be required for any decision under (a) above,
except for the determination of a period and the
specification of currencies under that provision.

Section 4
Substitution of securities for currency

The Fund shall accept from any member, in place of
any part of the member's currency in the General
Resources Account which in the judgment of the Fund is
not needed for its operations and transactions, notes or
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similar obligations issued by the member or the deposi-
tory designated by the member under Article XIII, Sec-
tion 2, which shall be non-negotiable, non-interest bear-
ing and payable at their face 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 other-
wise due to, or acquired by, the Fund and to be placed in
the General Resources Account.

Article IV

h 1.
arr

Obligati regarding

Section 1
General obligations of members

Recognizing that the essential purpose of the interna-
tional monetary system is to provide a framework that
facilitates the exchange of goods, services, and capital
among countries, and that sustains sound economic
growth, and that a principal objective is the continuing
development of the orderly underlying conditions that
are necessary for financial and economic stability, each
member undertakes to collaborate with the Fund and
other members to assure orderly exchange arrangements
and to promote a stable system of exchange rates. In
particular, each member shalli:

(i) endeavor to direct its economic and financial poli-
cies toward the objective of fostering orderly econ-
omic growth with reasonable price stability, with
due regard to its circumstances;

(ii) seek to promote stability by fostering orderly under-
lying economic and financial conditions and a monet-
ary system that does not tend to produce erratic
disruptions;

(iii) avoid manipulating exchange rates or the interna-
tional monetary system in order to prevent effective
balance of payments adjustment or to gain an unfair
competitive advantage over other members; and

(iv) follow exchange policies compatible with the under-
takings under this Section,

Section 2
General exchange arrangements

(a) Each member shall notify the Fund, within thirty days
after the date of the second amendment of this Agree-
ment, of the exchange arrangements it intends to
apply in fulfillment of its obligations under Section 1
of this Article, and shall notify the Fund promptly of
any changes in its exchange arrangements.

(b} Under an international monetary system of the kind
prevailing on January 1, 1976, exchange arrangements
may include (i} the maintenance by a member of a
value for its currency in terms of the special drawing
right or another denominator, other than gold, select-
ed by the member, or (ii) co-operative arrangements
by which members maintain the value of their curren-
cies in relation to the value of the currency or
currencies of other members, or (iii) other exchange

ts of a ber's choice.

arra t
g

To accord with the development of the international
monetary system, the Fund, by an eighty-five percent

(c
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majority of the total voting power, may make provi-
sion for general exchange arrangements without
limiting the right of members to have exchange ar-
rangements of their choice consistent with the pur-
poses of the Fund and the obligations under Section 1
of this Article.

Section 3
Surveillance over exchange arrangements

(a

The Fund shall oversee the international monetary
system in order to ensure its effective operation, and
shall oversee the compliance of each member with its
obligations under Section 1 of this Article,

(b

In order to fulfill its functions under (a) above, the
Fund shall exercise firm surveillance over the ex-
change rate policies of members, and shall adopt
specific principles for the guidance of all members
with respect to those policies. Each member shall
provide the Fund with the information necessary for
such surveillance, and, when requested by the Fund,
shall consult with it on the member's exchange rate
policies, The principles adopted by the Fund shall be
consistent with co-operative arrangements by which
members maintain the value of their currencies in
relation to the value of the currency or currencies of
other members, as well as with other exchange ar-
rangements of a member's choice consistent with the
purposes of the Fund and Section 1 of this Article.
These principles shall respect the domestic social and
political policies of members, and in applying these
principles the Fund shall pay due regard to the
circumstances of members.

Section 4
Par values

The Fund may determine, by an eighty-five percent
majority of the total voting power, that international
economic conditions permit the introduction of a wide-
spread system of exchange arrangements based on stable
but adjustable par values. The Fund shall make the
determination on the basis of the underlying stability of
the world economy, and for this purpose shall take into
account price movements and rates of expansion in the
economies of members. The determination shall be made
in light of the evolution of the international monetary
system, with particular reference to sources of liquidity,
and, in order to ensure the effective operation of a
system of par values, to arrangements under which both
members in surplus and members in deficit in their
balances of payments take prompt, effective, and sym-
metrical action to achieve adjustment, as well as to
arrangements for intervention and the treatment of im-
balances. Upon making such determination, the Fund
shall notify members that the provisions of Schedule C
apply.

Section 5

Separate currencies within a member's territories

(a) Action by a member with respect to its currency
under this Article shall be deemed to apply to the
separate currencies of all territories in respect of
which the member has accepted this Agreement un-
der Article XXXI, Section 2 (g) unless the member
declares that its action relates either to the metropoli-
tan currency alone, or only to one or more specified
separate currencies, or to the metropolitan currency
and one or more specified separate currencies.
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(b) Action by the Fund under this Article shall be
deemed to relate to all currencies of a member
referred to in (a) above unless the Fund declares
otherwise.

Article V
Operations and transactions of the Fund

Section 1

Agencies dealing with the Fund

Each member shall deal with the Fund only through its
Treasury, central bank, stabilization fund, or other similar
fiscal agency, and the Fund shall deal only with or
through the same agencies.

Section 2

Limitation on the Fund's operations and transactions

(a) Except as otherwise provided in this Agreement,
transactions .on the account of the Fund shall be
limited to transactions for the purpose of supplying a
member, on the initiative of such member, with special
drawing rights or the currencies of cther mem-
bers from the general resources of the Fund, which
shall be held in the General Resources Account, in
exchange for the currency of the member desiring to
make the purchase.

(b]

1f requested, the Fund may decide to perform finan-
cial and technical services, including the administra-
tion of resources contributed by members, that are
consistent with the purposes of the Fund. Operations
involved in. the performance of such financial ser-
vices shall not be on the account of the Fund. Ser-
vices under this subsection shall not impose any
obligation on a member without its consent.

Section 3

Conditions governing use of the Fund's general resources

(@) The Fund shall adopt policies on the use of its
general résources, including policies on stand-by or
similar arrangements, and may adopt special policies
for special balance of payments problems, that will
assist members to solve their balance of payments
problems in a manner consistent with the provisions
of this Agreement and that will establish adequate
safeguards for the temporary use of the general
resources of the Fund.

{b) A member shall be entitled to purchase the curren-
cies of other members from the Fund in exchange for
an equivalent amount of its own currency subject to
the following conditions:

(i) the member's use of the general resources of the
Fund would be in accordance with the provisions
of this Agreement and the policies adopted un-
der them;

(ii) the member represents that it has a need to
make the purchase because of its balance of
payments or its reserve position or develop-
ments in its reserves;

(iii) the proposed purchase would be a reserve
tranche purdiase, or would not cause the Fund's
holdings of the purchasing member's currency to
exceed two hundred percent of its quota;
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(iv) the Fund has not previously declared under Sec-
tion 5 of this Article, Article VI, Section 1, or
Article XXVI, Section 2 (a) that the member
desiring to purchase is ineligible to use the
general resources of the Fund.

(c) The Fund shall examine a request for a purchase to
determine whether the proposed purchase would be
consistent with the provisions of this Agreement and
the policies adopted under them, provided that
requests for reserve tranche purchases shall not be
subject to challenge.

(d) The Fund shall adopt policies and procedures on the
selection of currencies to be sold that take into
account, in consultation with members, the balance of
payments and reserve position of members and devel-
opments in the exchange markets, as well as the
desirability of promoting over time balanced posi-
tions in the Fund, provided that if a member repre-
sents that it is proposing to purchase the currency of
another member because the purchasing member
wishes to obtain an equivalent amount of its own
currency offeréd by the other member, it shail be
entitled to purchase the currency of the other mem-
ber unless the Fund has given notice under Article
VII, Section 3 that its holdings of the currency have
become scarce.

{¢) (i) Each member shall ensure that balances of its
currency purchased from the Fund are balances
of a freely usable currency or can be exchanged
at the time of purchase for a freely usable
currency of its choice at an exchange rate be-
tween the two currencies equivalent to the ex-
change rate between them on the basis of Ar-
ticle XIX, Section 7 (a).

(ii) Each member whose currency is purchased from
the Fund or is obtained in exchange for currency
purchased from the Fund shall collaborate with
the Fund and other members to enable such
balances of its currency to be exchanged, at the
time of purchase, for the freely usable currencies
of other members.

(iii) An exchange under (i) above of a currency that
is not freely usable shall be made by the member
whose currency is purchased unless that member
and the purchasing member agree on another
procedure.

(iv) A member purchasing from the Fund the freely
usable currency of another member and wishing
to exchange it at the time of purchase for an-
other freely usable currency shall make the ex-
change with the other member if requested by

that member. The exchange shall be made for a

freely usable currency selected by the other
member at the rate of exchange referred to in (i)
above.

(f) Under policies and procedures which it shall adopt,
the Fund may agree to provide a participant making a
purchase in accordance with this Section with special
drawing rights instead of the currencies of other
members.

Section 4
‘Waiver of conditions

The Fund may in its discretion, and on terms which
safeguard its interests, waive any of the conditions pre-
scribed in Section 3 (b) (iii) and (iv) of this Article,
especially in the case of members with a record of
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avoiding large or continuous use of the Fund's general
resources. In making a waiver it shall take into consider-
ation periodic or exceptional requirements of the member
requesting the waiver. The Fund shall also take into
consideration a member's willingness to pledge as collat-
eral security acceptable assets having a value sufficient
in the opinion of the Fund to protect its interests and
may require as a condition of waiver the pledge of such
collateral security.

Section §

Ineligibility to use the Fund's general resources

Whenever the Fund is of the opinion that any member
is using the general resources of the Fund in a manner
contrary to the purposes of the Fund, it shall present to
the member a report setting forth the views of the Fund
and prescribing a suitable time for reply. After presenting
such a report to a member, the Fund may limit the use of
its general 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
may continue to limit the member's use of the general
resources of the Fund or may, after giving reasonable
notice to the member, declare it ineligible to use the
general resources of the Fund.

Section 6

Other purchases and sales of special drawing rights
by the Fund

{a) The Fund may accept special drawing rights offered
by a participant in exchange for an equivalent
amount of the currencies of other members.

b

The Fund may provide a participant, at its request,
with special drawing rights for an equivalent amount
of the currencies of other members. The Fund's hold-
ings of a member’s currency shall not be increased as
a result of these transactions above the level at
which the holdings would be subject to charges under
Section 8 (b) (ii) of this Article,

(c) The currencies provided or accepted by the Fund
under this Section shall be selected in accordance
with policies that take into account the principles of
Section 3 (d) or 7 (i) of this Article. The Fund may
enter into transactions under this Section only if a
member whose currency is provided or accepted by
the Fund concurs in that use of its currency.

Section 7

Repurchase by a member of its currency held
by the Fund

(a) A member shall be entitled to repurchase at any time
the Fund's holdings of its currency that are subject to
charges under Section 8 (b) of this Article,

(b) A member that has made a purchase under Section 3
of this Article will be expected normally, as its
balance of payments and reserve position improves,
to repurchase the Fund's holdings of its currency that
result from the purchase and are subject to charges
under Section 8 (b) of this Article. A member shall
repurchase these holdings if, in accordance with pol-
icies on repurchase that the Fund shall adopt and after
consultation with the member, the Fund represents to
the member that it should repurchase because of an
improvement in its balance of payments and reserve
position.
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A member that has made a purchase under Section 3
of this Article shall repurchase the Fund's holdings of
its currency that result from the purchase and are
subject to charges under Section 8 {b) of this Article
not later than five years after the date on which the
purchase was made. The Fund may prescribe that
repurchase shall be made by a member in install-
ments during the period beginning three years and
ending five years after the date of a purchase. The
Fund, by an eighty-five percent majority of the total
voting power, may change the periods for repurchase
under this subsection, and any period so adopted
shall apply to all members.

The Fund, by an eighty-five percent majority of the
total voting power, may adopt periods other than
those that apply ir accordance with (c) above, which
shall be the same for all members, for the repurchase
of holdings of currency acquired by the Fund pur-
suant to, a special policy on the use of its general
resources.

A member shall repurchase, in accordance with pol-
icies that the Fund shall adopt by a seventy percent
majority of the total voting power, the Fund’s hold-
ings of its currency that are not acquired as a result
of purchases and are subject to charges under Section
8 (b) (ii) of this Article.

A decision prescribing that under a policy on the use
of the general resources of the Fund the period for
repurchase under (c) or (d) above shall be shorter
than the one in effect under the policy shall apply
only to holdings acquired by the Fund subsequent to
the effective date of the decision.

The Fund, on the request of a member, may postpone
the date of discharge of a repurchase obligation, but
not beyond the maximum period under (c) or (d)
above or under policies adopted by the Fund under
(e) above, unless the Fund determines, by a seventy
percent majority of the total voting power, that a
longer period for repurchase which is consistent with
the temporary use of the general resources of the
Fund is justified because discharge on the due date
would result in exceptional hardship for the member.

The Fund's policies under Section 3 (d) of this Article
may be supplemented by policies under which the
Fund may decide after consultation with a ber to

(@)
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been specified. An exchange of currency under
this provision shall take place at an exchange
rate between the two currencies equivalent to
the exchange rate between them on the basis of
Article XIX, Section 7 (a).
(ii) Each member whose currency is specified by the
Fund for repurchase shall collaborate with the
Fund and other members to enable repurchasing
members, at the time of the repurchase, to obtain
the specified currency in exchange for the freely
usable currencies of other members.
(iii} An exchange under (j) (i) above shall be made
with the member whose currency is specified
unless that member and the repurchasing mem-
ber agree on another procedure.
(iv) If a repurchasing member wishes to obtain, at the
time of the repurchase, the freely usable curren-
cy of another member specified by the Fund
under (i) above, it shall, if requested by the other
member, obtain the currency from the other
member in exchange for a freely usable currency
at the rate of exchange referred to in (j) (i)
above. The Fund may.adopt regulations on the
freely usable currency to be provided in an
exchange.

Section 8

Charges
(i) The Fund shall levy a service charge on the
purchase by a member of special drawing rights
or the currency of another member held in the
General Resources Account in exchange for its
own currency, provided that the Fund may levy a
lower service charge on reserve tranche pur-
chases than on other purchases. The service
charge on reserve tranche purchases shall not
exceed one-half of one percent.
The Fund may levy a charge for stand-by or
similar arrangements. The Fund may decide that
the charge for an arrangement shall be ‘offset
against the service charge levied under (i) above
on purchases under the arrangement.

(i)

The Fund shall levy charges on its average daily
balances of a member's currency held in the General

sell under Section 3 (b) of this Article its holdings
of the member's currency that have not been repur-
chased in accordance with this Section 7, without
prejudice to any action that the Fund may be author-
ized to take under any other provision of this Agree-
ment.

All repurchases under this Section shall be made with
special drawing rights or with the currencies of other
members specified by the Fund. The Fund shall adopt
policies and procedures with regard to the currencies
to be used by members in making repurchases that
take into account the principles in Section 3 (d) of
this Article. The Fund's holdings of a member's cur-
rency that is used in repurchase shall not be in-
creased by the repurchase above the level at which
they would be subject to charges under Section 8 (b)
(ii) of this Article.

(i) If @ member's currency specified by the Fund
under (i} above is not a freely usable currency,
the member shall ensure that the repurchasing
member can obtain it at the time of the repur-
chase in exchange for a freely usable currency
selected by the member whose currency has

©
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(e)

R ces Account to the extent that they

(i} have been acquired under a policy that has been
the subject of an exclusion under Article XXX (c),
or

(i) exceed the amount of the member's quota after
excluding any balances referred to in (i) above.

The rates of charge normally shall rise at intervals
during the period in which balances are held.

If a member fails to make a repurchase required
under Section 7 of this Article, the Fund, after consul-
tation with the member on the reduction of the
Fund's holdings of its currency, may impose such
charges as the Fund deems appropriate on its hold-
ings of the member's currency that should have been
repurchased.

A seventy percent majority of the total voting power
shall be required for the determination of the rates of
charge under (a) and (b) above, which shall be uni-
form for all members, and under (c) above.

A member shall pay all charges in special drawing
rights, provided that in exceptional circumstances the
Fund may permit a member to pay charges in the
currencies of other members specified by the Fund,
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(b)

g

(d]

(@)

(b)

after consultation with them, or in its own currency.
The Fund's holdings of a member's currency shall not
be increased as a result of payments by other mem-
bers under this provision above the level at which
they would be subject to charges under (b) (ii) above.

Section 9
Remuneration

The Fund shall pay r ation on the t by
which the percentage of quota prescribed under (b) or
(c) below exceeds the Fund's average daily balances
of a member’s currency held in the General Resources
A other than bal acquired under a policy
that has been the subject of an exclusion under
Article XXX (c). The rate of remuneration, which
shall be determined by the Fund by a seventy percent
majority of the total voting power, shall be the same
for all members and shall be not more than, nor less
than four-fifths of, the rate of interest under Article
XX, Section 3. In establishing the rate of remuner-
ation, the Fund shall take into account the rates of
charge under Article V, Section 8 (b).

The.percentage of quota applying for the purposes of
(a) above shall be:

(i) for each member that became a member before
the second amendment of this Agreement, a
percentage of quota corresponding to seventy-
five percent of its quota on the date of the
second di t of this Agre t, and for
each ber that b a ber after the
date of the second amendment of this Agree-
ment, a perc ge of quota calculated by divid-
ing the total of the amounts corresponding to the
percentages of quota that apply to the other
members on the date on which the member
became a member by the total of the quotas of
the other members on the same date; plus

(ii) the amounts it has paid to the Fund in currency
or special drawing rights under Article III, Sec-
tion 3 (a) since the date applicable under (b) (i}

above; and minus

(iii) the amounts it has received from the Fund in
currency or special drawing rights under Ar-
ticle III, Section 3 (c) since the date applicable
under (b) (i} above.

The Fund, by a seventy percent majority of the total
voting power, may raise the latest percentage of
quota applying for the purposes of (a) above to each
member to:

(i) a percentage, not in excess of one hundred per-
cent, that shall be determined for each member
on the basis of the same criteria for all members, or

(ii) one hundred percent for all members.

Remuneration shall be paid in special drawing rights,
provided that either the Fund or the member may

decide that the payment to the member shall be made
in its own currency.

Section 10

Computations

The value of the Fund’s assets held in the accounts of
the General Department shall be expressed in terms
of the special drawing right.

All computations relating to currencies of members
far the purpose of applying the provisions of this

{c
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Agreement, except Article IV and Schedule C, shall
be at the rates at which the Fund accounts for these
currencies in accordance with Section 11 of this Ar-
ticle.

Computations for the determination of amounts of
currency in relation to quota for the purpose of
applying the provisions of this Agreement shall not
include currency held in the Special Disbursement
Account or in the Investment Account.

Section 11
Maintenance of value

The value of the currencies of members held in the
General Resources Account shall be maintained in
terms of the special drawing right in accordance with
exchange rates under Article XIX, Section 7 (a).

An adjustment in the Fund’s holdings of a member's
currency pursuant to this Section shall be made on
the occasion of the use of that currency in an oper-
ation or transaction between the Fund and another
member and at such other times as the Fund may
decide or the member may request. Payments to or
by the Fund in respect of an adjustment shall be
made within a reasonable time, as determined by the
Fund, after the date of adjustment, and at any other
time requested by the member.

Section 12
Other operations.and transactions

The Fund shall be guided in all its policies and
decisions under this Section by the objectives set
forth in Article VIII, Section 7 and by the objective
of avoiding the management of the price, or the
establishment of a fixed price, in the gold market.

Decisions of the Fund to engage in operations or
transactions under (c), {(d), and (e} below shall be
made by an eighty-five percent majority of the total
voting power.

The Fund may sell gold for the currency of any
member after consulting the member for whose cur-
rency the gold is sold, provided that the Fund's
holdings of a member's currency held in the General
Resources Account shall not be increased by the'sale
above the level at which they would be subject to
charges under Section 8 (b) (ii) of this Article without
the concurrence of the member, and provided that, at
the request of the member, the Fund at the time of
sale shall exchange for the currency of another mem-
ber such part of the currency received as would
prevent such an increase, The exchange of a currency
for the currency of another member shall be made
after consultation with that member, and shall not
increase the Fund's holdings of that ber's cur-
rency above the level at which they would be subject
to charges under Section 8 (b} (if) of this Article. The
Fund shall adopt policies and procedures with regard
to exchanges that take into account the principles
applied under Section 7 (i) of this Article. Sales under
this provision to a member shall be at a price agreed
for each transaction on the basis of prices in the
market.

The Fund may accept payments from a member in
gold instead of special drawing rights or currency in
any operations or transactions under this Agreement.
Payments to the Fund under this provision shall be at
a price agreed for each operation or transaction on
the basis of prices in the market.
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‘The Fund may sell gold held by it on the date of the
t to those mem-

second t of this Agr
bers that were members on August 31, 1975 and that
agree to buy it, in proportion to their quotas on that
date. If the Fund intends to sell gold under (c) above
for the purpose of (f) (ii) below, it may sell to each
developing member that agrees to buy it that portion
of the gold which, if sold under (c) above, would have
produced the excess that could have been distributed
to it under (f} (iii} below. The gold that would be sold
under this provision to a member that has been
declared ineligible to use the general resources of the
Fund under Section 5 of this Article shall be sold to it
when the ineligibility ceases, unless the Fund decides
to make the sale sooner., The sale of gold to a
member under this subsection (e} shall be made in
exchange for its currency and at a price equivalent at
the time of sale to one special drawing right per
0.888 671 gram of fine gold.

‘Whenever under (c) above the Fund sells gold held
by it on the date of the second amendment of this
Agreement, an amount of the proceeds equivalent at
the time of sale to one special drawing right per
0.888 671 gram of fine gold shall be placed in the
General Resources Account and, except as the Fund
may decide otherwise under (g) below, any excess
shall be held in the Special Disbursement Account.
The assets held in the Special Disbursement Account
shall be held separately from the other accounts of
the General Department, and may be used at any
time:

(i) to make transfers to the General Resources Ac-
count for immediate use in operations and trans-
actions authorized by provisions of this Agree-
ment other than this Section;

(ii) for operations and transactions that are not auth-
orized by other provisions of this Agreement
but are consistent with the purposes of the Fund.
Under this subsection (f) (ii) balance of payments
assistance may be made available on special
terms to developing members in difficult circum-
stances, and for this purpose the Fund shall take
into account the level of per capita income;

(iii} for distribution to those developing members that
were members on August 31, 1975, in proportion
to their quotas on that date, of such part of the
assets that the Fund decides to use for the
purposes of (i) above as corresponds to the
proportion of the quotas of these members on
the date of distribution to the total of the quotas
of all members on the same date, provided that
the distribution under this provision to @ member
that has been declared ineligible to use the
general resources of the Fund under Section 5 of
this Article shall be made when the ineligibility
ceases, unless the Fund decides to make the
distribution sooner.

Decisions to use assets pursuant to (i) above shall be
taken by a seventy percent majority of the total
voting power, and decisions pursuant to (ii) and (iii)
above shall be taken by an eighty-five percent major-
ity of the total voting power.

The Fund may decide, by an eighty-five percent
majority of the total voting power, to transfer a part
of the excess referred to in (f) above to the Invest-
ment Account for use pursuant to the provisions of
Atrticle XII, Section 6 (f).

Pending uses specified under (f) above, the Fund may
invest a member’s currency held in the Special Dis-
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member or in marketable obligations of international
financial organizations. The income of investment and
interest received under (f) (if) above shall be placed
in the Special Disbursement Account. No investment
shall be made without the concurrence of the member
whose currency is used to make the investment. The
Fund shall invest only in obligations denominated in
special drawing rights or in the currency used for
investment.

) The General Resources Account shall be reimbursed

from time to time in respect of the expenses of
administration of the Special Disbursement Account
paid from the General Resources Account by trans-
fers from the Special Dish t A on the
basis of a reasonable estimateé of such expenses.

The Special Disbursement Account shall be termin-
ated in the event of the liquidation of the Fund and
may be terminated prior to liquidation of the Fund by
a seventy percent majority of the total voting power.
Upon termination of the account because of the liqui-
dation of the Fund, any assets in this account shall be
distributed in accordance with the provisions of Sched-
ule K. Upon termination prior to liquidation of the
Fund, any assets in this account shall be transferred
to the General Resources Account for immediate use
in operations and transactions. The Fund, by a seven-
ty percent majority of the total voting power, shall
adopt rules and regulations for the administration of
the Special Disbursement Account.

Article VI
Capital transfers

Section 1

Use of the Fund's general resources for capital transfers

(®)

(@) A member may not use the Fund's general resources

to meet a large or sustained outflow of capital except
as provided in Section 2 of this Article, and the Fund
may request a member to exercise controls to prevent
such us¢ of the general resources of the Fund. If,
after receiving such a request, a member fails to
exercise appropriate controls, the Fund may declare
the member ineligible to use the general resources of
the Fund.

Nothing in this Section shall be deemed:

‘(i) to prevent the use of the general 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
a member's own resources, but members under-
take that such capital movements will be in ac-
cordance with the purposes of the Fund.

Section 2
Special provisions for capital transfers

A member shall be entitled to make reserve tranche

purchases to meet capital transfers.

Section 3
Controls of capital transfers

Memb

s may exercise such controls as are necessary

bursement Account in marketable obligations of ‘that

to regulate international capital movements, but no mem-
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ber may exercise these controls in a manner which will
restrict payments for current transactions or which will
unduly delay transfers of funds in settlement of commit-
ments, except as provided in Article VII, Section 3 (b)
and in Article XIV, Section 2.

Article VII

Replenishment and scarce currencies

Section 1

Measures to replenish the Fund's holdings of currencies

The Fund may, if it deems such action appropriate to
replenish its holdings of any member’'s currency in the
General Resources Account needed in connection with its
transactions, take either or both of the following steps:

(i) propose to the member that, on terms and conditions
agreed between the Fund and the member, the latter
lend its currency to the Fund or that, with the
concurrence of the member, the Fund borrow such
currency from some other source either within or
outside the territories of the member, but no member
shall be under any obligation to make such loans to
the Fund or to concur in the borrowing of its cur-
rency by the Fund from any other source;

(ii) require the member, if it is a participant, to sell its
currency to the Fund for special drawing rights held
in the General Resources Account, subject to Ar-
ticle XIX, Section 4, In replenishing with special
drawing rights, the Fund shall pay due regard to the
principles of designation under Article XIX, Sec-
tion 5.

Section 2
General scarcity of currency

If the Fund finds that a general scarcity of a particular
currency is developing, the Fund may so inform members
and may issue a report setting forth the causes of the
scarcity and containing recommendations designed to
bring it to an end. A representative of the member whose
currency is involved shall participate in the preparation
of the report.

Section 3
Scarcity of the Fund's holdings

(a) If it becomes evident to the Fund that the demand for
a member's currency seriously threatens the Fund's
ability to supply that currency, the Fund, whether or
not it has issued a report under Section 2 of this
Article, shall formally declare such currency scarce
and shall thenceforth apportion its existing and ac-
cruing-supply of the scarce currency with due regard
to the relative needs of members, the general interna-
tional economic situation, and any other pertinent
considerations. The Fund shall also issue a report
concerning its action.

(b

A formal declaration under (a) above shall operate as
an authorization to any member, after consultation
with the Fund, temporarily to impose limitations on
the freedom of exchange operations in the scarce
currency. Subject to the provisions of Article IV and
Schedule C, the member shall have complete jurisdic-
tion in determining the nature of such limitations, but
they shall be no more restrictive than is necessary to
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limit the demand for the scarce currency to the
supply held by, or accruing to, the member in ques-
tion, and they shall be relaxed and removed as
rapidly as conditions permit.

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

Section 4
Administration of restrictions

Any member imposing restrictions in respect of the
currency of any other member pursuant to the provisions
of Section 3 (b) of this Article shall give sympathetic
consideration to any representations by the other mem-
ber regarding the administration of such restrictions.

Section 5

Effect of other international agreements on restrictions

Members agree not to invoke the obligations of any
engagements entered into with other members prior to
this Agreement in such a manner as will prevent the
operation of the provisions of this Article.

Article VIII
General obligations of members

Section 1
Introduction

In addition to the obligations assumed under other
articles of this Agreement, each member undertakes the
obligations set out in this Article.

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 that member maintained or
imposed consistently with this Agreement shall be
unenforceable in the territories of any member. In
addition, members may, by mutual accord, co-operate
in measures for the purpose of making the exchange
control regulations of either member more effective,
provided that such measures and regulations are
consistent with this Agreement.

Section 3
Avoidance of discriminatory currency practices

No member shall engage in, or permit any of its fiscal
agencies referred to in Article V, Section 1 to engage in,
any discriminatory currency arrangements or multiple
currency practices, whether within or outside margins
under Article IV or prescribed by or under Schedule C,
except as authorized under this Agreement or approved
by the Fund. If such arrangements and practices are
engaged in at the date when this Agreement enters into
force, the member concerned shall consult with the Fund
as to their progressive removal unless they are main-
tained or imposed under Article XIV, Section 2, in which
case the provisions of Section 3 of that Article shall
apply.
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Section 4
Convertibility of foreign-held balances

(a) Each member shall buy balances of its currency held
by another member if the latter, in requesting the
purchase, represents:

(i) that the balances to be bought have been recently
acquired as a result of current transactions; or

(i) that their conversion is needed for making pay-
ments for current transactions.

The buying member shall have the option to pay either in

special drawing rights, subject to Article XIX, Section 4,

or in the currency of the member making the request.

(b} The obligation in (a) above shall not apply when:
(i) the convertibility of the balances has been re-
stricted consistently with Section 2 of this Article
or Article VI, Section 3;

(ii) the balances have accumulated as a result of
transactions effected before the removal by a
member of restrictions maintained or imposed
under Article XIV, Section 2;

(iii) the balances have been acquired contrary to the

exchange regulations of the member which is

asked to buy them;

the currency of the member requesting the

purchase has been declared scarce under Ar-

ticle VII, Section 3 (a); or

(v) the member requested to make the purchase is
for any reason not entitled to buy currencies of
other members from the Fund for its own cur-
rency.

(iv)

Section §
Furnishing of information

() The Fund may require members to furnish it with
such information as it deems necessary for its activ-
ities, including; as the minimum necessary for the
effective discharge of the Fund's duties, national data
on the following matters:

(i) official holdings at home and abroad of (i) gold,

(2) foreign exchange;

(ii) holdings at home and abroad by banking and
financial agencies, other than official agencies,
of (1) gold, (2) foreign exchange;
production of gold;
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;

international balance of payments, including (1)

trade in goods and services, (2) gold transac-

tions, (3) known capital transactions, and (4}

other items;

(iii)

(iv)

(vi)

(vii) international investment position, i.e., invest-
ments 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 gnd retail markets and of export
and import prices;
(x) buying and selling rates for foreign currencies;
(xi) exchange controls, ie., a comprehensive state-
ment of exchange controls in effect at the time
of assuming membership in the Fund and details
of subsequent changes as they occur; and
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(xii) where official clearing arrangements exist,
details of amounts awaiting clearance in respect
of commercial and financial transactions, and of
the length of time during which such arrears
have been outstanding.

(b) In requesting information the Fund shall take into
consideration the varying ability of members to fur-
nish the data requested. Members shall be under no
obligation to furnish information in such detail that
the affairs of individuals or corporations are dis-
closed. 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 estimates.

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

{c]

Section 6

Consultation between members
regarding existing 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 ex-
change transactions, and there are other engagements
between members entered into prior to this Agreement
which conflict with the application of such restrictions,
the parties to such engagements shall consult with one
another with a view to making such mutually acceptable
adjustments as may be necessary. The provisions of this
Article shall be without prejudice to the operation of
Article VII, Section 5.

Section 7

Obligation to collaborate
regarding policies on reserve assets

Each member undertakes to collaborate with the Fund
and with other members in order to ensure that the
policies of the member with respect to reserve assets
shall be consistent with the objectives of promoting
better international surveillance of international liquidity
and making the special drawing right the principal
reserve asset in the international monetary system.

Article IX
Status, immunities, and privileges

Section 1
Purposes of Article

To enable the Fund to fulfill the functions with which it
is entrusted, the status, immunities, and privileges set
forth in this Article shall be accorded to the Fund in the
territories of each member.

Section 2
Status of the Fund

The Fund shall possess full juridical personality, and in
particular, the capacity:

(i) to contract;

(if) to acquire and dispose of immovable and movable
property; and

(iii) to institute legal proceedings.

1
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Section 3
Immunity from judicial process

The Fund, its property 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 4
Immunity from other action

Property and assets of the Fund, wherever located and
by whomsoever held, shall be immune from search, requi-
sition, 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.

Section 6
Freedom of assets from restrictions

To the extent necessary to carry out the activities
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 ¥
Privilege for communications

The official communications of the Fund shall be ac-
corded by members the same treatment as the official
communications of other members.

Section 8

Immunities and privileges of officers and employees

All Governors, Executive Directors, Alternates, mem-
bers of committees, representatives appointed under Ar-
ticle XII, Section 3 (j), advisors of any of the foregoing
persons, officers, and employees of the Fund:

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

(ii) not being local nationals, shall be granted the same
immunities from immigration restrictions, alien reg-
istration requirements, and national service obliga-
tions ‘and the same facilities as regards exchange
restrictions as are atcorded by members to the
representatives, officials, and employees of compa-
rable rank of other members; and

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

Section 9
Immunities from taxation

(@) The Fund, its assets, property, income, and its oper-
ations and transactions authorized by this Agreement
shall be immune from all taxation. and from all cus-
toms duties. The Fund shall also be immune from.
liability for the collection or payment of any tax or
duty.
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(b) No tax shall be levied on or in respect of salaries and
emoluments paid by the Fund to Executive Directors,
Alternates, officers, or employees of the Fund who
are not local citizens, local subjects, or other local
nationals.

(c) No taxation of any kind shall be levied on any
obligation or security issued by the Fund, including
any dividend or interest thereon, by whomsoever
held:

(i) which discriminates against such obligation or
security solely because of its origin; or

(ii) if the sole jurisdictional basis for such taxation is
the place or currency in which it is issued, made
payable or paid, or the location of any office or
place of business maintained by the Fund.

Section 10
Application of Article

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

Article X

Relations with other international organizations

The Fund shall co-operate within the terms of this
Agreement with any general international organization
and with public international organizations having spe-
cialized responsibilities in related fields. Any arrange-
ments for such co-operation which would involve a modi-
fication of any provision of this Agreement may be
effected only after amendment to this Agreement under
Article XXVIIL

Article XI

Relations with non-member countries

Section 1

Undertakings regarding
relations with non-member countries

Each member undertakes:

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

(ii) not to co-operate with a non-member or with persons
in a non-member's territories in practices which
would be contrary to the provisions of this Agree-
ment or the purposes of the Fund; and

(iii} to co-operate 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
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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.

Article X1
Org. and t

Section 1
Structure of the Fund

The Fund shall have a Board of Governors, an Execu-
tive Board, a Managing Director, and a staff, and a
Council if the Board of Governors decides, by an eighty-
five percent majority of the total voting power, that the
provisions of Schedule D shall be applied.

Section 2
Board of Governors

(a) All powers under this Agreement not conferred
directly on the Board of Governors, the Executive
Board, or the Managing Director shall be vested in
the Board of Governors. The Board of Governors shall
consist of one Governor and one Alternate appointed
by each member in such manner as it may determine.
Each Governor and each Alternate shall serve until a
new appointment is made. No Alternate may vote
except in the absence of his principal. The Board of
Governors shall select one of the Governors as chair-
man.

(b) The Board of Governors may delegate to the Execu-
tive Board authority to exercise any powers of the
Board of Governors, except the powers conferred
directly by this Agreement on the Board of Gover-
nors.

(c) The Board of Governors shall hold such meetings as
may be provided for by the Board of Governors or
called by the Executive Board. Meetings of the Board
of Governors shall be called whenever requested by
fifteen bers or by bers having quarter of
the total voting power.

{d) A quorum for any meeting of the Board of Governors

shall be a majority of the Governors having not less

than two-thirds of the total voting power.

Each Governor shall be entitled to cast the number of

votes allotted under Section 5 of this Article to the

member appointing him.

The Board of Governors may by regulation establish

a procedure whereby the Executive Board, when it

deems such action to be in the best interests of the

Fund, may obtain a vote of the Governors on a

specific question without calling a meeting of the

Board of Governors.

The Board of Governors, and the Executive Board to

the extent authorized, may adopt such rules and

regulations as may be necessary or appropriate to
conduct the business of the Fund.

Governors and Alternates shall serve as such without

compensation from the Fund, but the Fund may pay

them reasonable expenses incurred in attending meet-
ings.

The Board of Governors shall determine the remuner-

ation to be paid to the Executive Directors and their

Alternates and the salary and terms of the contract of

service of the Managing Director.

(e

(f]
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The Board of Governors and the Executive Board may
appoint such committees as they deem advisable.
Membership of committees need not be limited to
Governors or Executive Directors or their Alternates,
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Section 3
Executive Board

The Executive Board shall be responsible for conduct-
ing the business of the Fund, and for this purpose
shall exercise all the powers delegated to it by the
Board of Governors.

The Executive Board shall consist of Executive Direc-
tors with the Managing Director as chairman. Of the
Executive Directors:

(i) five shall be appointed by the five members hav-
ing the largest quotas; and

(ii) fifteen shall be elected by the other members.

For the purpose of each regular election of Executive
Directors, the Board of Governors, by an eighty-five
percent majority of the total voting power, may
increase or decrease the number of Executive Direc-
tors in (ii) above. The number of Executive Directors
in (ii) above shall be reduced by one or two, as the
case may be, if Executive Directors are appointed
under (c} below, unless the Board of Governors
decides, by an eighty-five percent majority of the
total voting power, that this reduction would hinder
the effective discharge of the functions of the Execu-
tive Board or of Executive Directors or would
threaten to upset a desirable balance in the Executive
Board.

If, at the second regular election of Executive Direc-
tors and thereafter, the members entitled to appoint
Executive Directors under (b) (i) above do not include
the two members, the holdings of whose currencies
by the Fund in the General Resources Account have
been, on the average over the preceding two years,
reduced below their quotas by the largest absolute
amounts in terms of the special drawing right, either
one or both of such members, as the case may be,
may appoint an Executive Director.

Elections of elective Executive Directors shall be
conducted at intervals of two years in accordance
with the provisions of Schedule E, supplemented by
such regulations as the Fund deems appropriate. For
each regular election of Executive Directors, the
Board of Governors may issue regulations making
changes in the proportion of votes required to elect
Executive Directors under the provisions of Sched-
ule E.

Each Executive Director shall appoint an Alternate
with full power to act for him when he is not present.
‘When the Executive Directors appointing them are
present, Alternates may participate in meetings but
may not vote.

Executive Directors shall continue in office until their
successors are appointed or elected. If the office of an
elected Executive Director becomes vacant more than
ninety days before the end of his term, another
Executive Director shall be elected for the remainder
of the term by the members that elected the former
Executive Director. A majority of the votes cast shall
be required for election. While the office remains
vacant, the Alternate of the former Executive Direc-
tor shall exercise his powers, except that of appoint-
ing an Alternate.

The Executive Board shall function in continuocus
session at the principal office of the Fund and shall
meet as often as the business of the Fund may
require,

A quorum for any meeting of the Executive Board
shall be a majority of the Executive Directors having
not.less than one-half of the total voting power.
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(i) Each appointed Executive Director shall be en-
titled to cast the number of votes allotted under
Section 5 of this Article to the member appoint-
ing him.

(ii} If the votes allotted to a member that appoints

an Executive Director under (c) above were cast

by an Executive Director together with the votes
allotted to other members as a result of the last
regular election of Executive Directors, the mem-
ber may agree with each of the other members
that the number of votes allotted to it shall be

cast by the appointed Executive Director. A

member making such an agreement shall not

participate in the election of Executive Directors.

Each elected Executive Director shall be entitled
to cast the number of votes which counted
towards his election.

(iv) When the provisions of Section 5 (b) of this
Article are applicable, the votes which an Execu-
tive Director would otherwise be entitled to cast
shall be increased or decreased correspondingly.
All the votes which an Executive Director is
entitled to cast shall be cast as a unit.

(ii)

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

‘Section 4
Managing Director and staff

The Executive Board shall select a Managing Director
who shall not be a Governor or an Executive Direc-
tor. The Managing Director shall be chairman of the’
Executive Board, but shall have no vote except a
deciding vote in case of an equal division. He may
participate in meetings of the Board of Governors, but
shall not vote at such meetings. The Managing Direc-
tor shall cease to hold office when the Executive
Board so decides.

The Managing Director shall be chief of the operating
staff of the Fund and shall conduct, under the direc-
tion of the Executive Board, the ordinary business of
the Fund. Subject to the general control of the Execu-
tive Board, he shall be responsible for the organi-
zation, appointment, and dismissal of the staff of the
Fund.

The Managing Director and the staff of the Fund, in
the discharge of their functions, shall owe their duty
entirely to the Fund and to no other authority. Each
member of the Fund shall respect the international
character of this duty and shall refrain from all
attempts to influence any of the staff in the discharge
of these functions.

In appointing the staff the Managing Director shall,
subject to the paramount importance of securing the
highest standards of efficiency and of technical com-
petence, pay due regard to the importance of recruit-
ing personnel on as wide a geographical basis as
possible.

Section 5
Voting

Each member shall have two hundred f{ifty votes plus
one additional vote for each part of its quota equi-
valent to one hundred thousand special drawing
rights.

(b)

()

(a

(b)

{c

(d)

(e}
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Whenever voting is required under Article V, Sec-
tion 4 or 5, each member shall have the number of
votes to which it is entitled under (a) above adjusted

(i) by the addition of one vote for the equivalent of
each four hundred thousand special drawing
rights of net sales of its currency from the general
resources of the Fund up to the date when the
vote is taken, or

by the subtraction of one vote for the equivalent
of each four hundred thousand special drawing
rights of its net purchases under Article V, Sec-
tion 3 (b) and (f) up to the date when the vote is
taken,

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

(i)

Except as otherwise specifically provided, all deci-
sions of the Fund shall be made by a majority of the
votes cast.

Section 6

Reserves, distribution of net income, and investment

The Fund shall determine annually what part of its
net income shall be placed to general reserve or
special reserve, and what part, if any, shall be distrib-
uted.

The Fund may use the special reserve for any pur-
pose for which it may use the general reserve, except
distribution.
If any distribution is made of the net income of any
year, it shall be made to all members in proportion to
their quotas.

The Fund, by a seventy percent majority of the total
voting power, may decide at any time to distribute
any part of the general reserve. Any such distribution
shall be made to all members in proportion to their
quotas.

Payments under (c) and (d) above shall be made in
special drawing rights, provided that either the Fund
or the member may decide that the payment to the
member shall be made in its own currency.

(i) The Fund may establish an Investment Account
for the purposes of this subsection (f). The
assets of the Investment Account shall be held
separately from the other accounts of the Gen-
eral Department.

The Fund may decide te transfer to the Invest-
ment Account a part of the proceeds of the sale
of gold in accordance with Article V, Sec-
tion 12 (g) and, by a seventy percent majority of
the total voting power, may decide to transfer
to the Investment Account, for immediate in-
vestment, currencies held in the General
Resources Account. The amount of these trans-
fers shall not exceed the total amount of the
general reserve and the special reserve at the
time of the decision.

The Fund may invest a member's currency held
in the Investment Account in marketable obli-
gations of that member or in marketable obliga-
tions of international financial organizations.
No investment shall be made without the con-
currence of the member whose currency is used
to make the investment. The Fund shall invest
only in obligations denominated in special
drawing rights or in the currency used for
investment.

(i)

(iii)
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(iv) The income of investment may be invested in
accordance with the provisions of this subsec-
tion (f). Income not invested shall be held in the
Investment Account or may be used for meet-
ing the expenses of conducting the business of
the Fund.

The Fund may use a member's currency held in
the Investment Account to obtain the curren-
cies needed to meet the expenses of conducting
the business of the Fund.

The Investment Account shall be terminated in
the event of liquidation of the Fund and may be
terminated, or the amount of the investment
may be reduced, prior to liquidation of the Fund
by a seventy percent majority of the total
voting power. The Fund, by a seventy percent
majority of the total voting power, shall adopt
rules and regulations regarding administration
of the Investment Account, which shall be con
sistent with (vii), (viii), and (ix) below.

(v

i)

(vii) Upon termination of the Investment Account
because of liquidation of the Fund, any assets
in this account shall be distributed in accord-
ance with the provisions of Schedule K, pro-
vided that a portion of these assets correspond-
ing to the proportion of the assets transferred
to this account under Article V, Section 12 (g)
to the total of the assets transferred to this
account shall be deemed to be assets held in
the Special Disbursement Account and shall be
distributed in accordance with Schedule K,
paragraph 2 (a) (ii).

Upon termination of the Investment Account
prior to liquidation of the Fund, a portion of the
assets held in this account corresponding to the
proportion of the assets transferred to this ac-
count under Article V, Section 12 (g) to the
total of the assets transferred to the account
shall be transferred to the Special Disbursement
Account if it has not been terminated, and the
balance of the assets held in the Investment
Account shall be transferred to the General
Resources Account for immediate use in oper-
ations and transactions.

(viii)

On a reduction of the amount of the investment
by the Fund, a portion of the reduction corre-
sponding to the proportion of the assets trans-
ferred to the Investment Account under Ar-
ticle V, Section 12 (g) to the total of the assets
transferred to this account shall be transferred
to the Special Disbursement Account if it has
not been terminated, and the balance of the
reduction shall be transferred to the General
Resources Account for immediate use in oper-
ations and transactions.

(ix)

Section 7
Publication of reports

(a) The Fund shall publish an annual report containing an
audited statement of its accounts, and shall issue, at
intervals of three months or less, a summary state-
ment of its operations and transactions and its hold-
ings of special drawing rights, gold, and currencies of
members.

The Fund may publish such other reports as it deems
desirable for carrying out its purposes.

®

Section 8
Communication of views to members

The Fund shall at all times have the right to communi-
cate its views informally to any member on any matter
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arising under this Agreement. The Fund may, by a seven-
ty percent majority of the total voting power, decide to
publish a report made to a member regarding its mon-
etary or economic conditions and developments which
directly tend to produce a serious disequilibrium in the
international balance of payments of members. If the
member is not entitled to appoint an Executive Director,
it shall be entitled to representation in accordance with
Section 3 (j) of this Article. The Fund shall not publish a
report involving ch in the fund tal structure of
the economic organization of members.

Article XIII
Offices and depositories

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.

Section 2
Depositories

{a) Each member 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.

(b

The Fund may hold other assets, including gold, in
the depositories designated by the five members hav-
ing 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 remaining four members referred to
above. However, all transfers of gold by the Fund
shall be made with due regard to the costs of trans-
port and anticipated requirements of the Fund. In an
emergency the Executive Board may transfer all or
any part of the Fund's gold holdings to any place
where they can be adequately protected.

Section 3
Guarantee of the Fund's assets

Each member guarantees all assets of the Fund against
loss resulting from failure or default on the part of the
depository designated by it.

Article XIV
Transitional arrangements

Section 1
Notification to the Fund

Each member shall notify the Fund whether it intends
to avail itself of the transitional arrangements in Sec-
tion 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 these obligations.
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Section 2
Exchange restrictions

A member that has notified the Fund that it intends to
avail itself of transitional arrangements under this provi-
sion may, notwithstanding the provisions of any other
articles of this Agreement, maintain and adapt to chang-
ing circumstances the restrictions on payments and trans-
fers for current international transactions that were in
effect on the date on which it became a member. Mem-
bers 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 finan-
cial arrangements with other members as will facilitate
international payments and the promotion of a stable
system of exchange rates. In particular, members shall
withdraw restrictions maintained 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 a manner which will not unduly encumber
their access to the general resources of the Fund.

Section 3
Action of the Fund relating to restrictions

The Fund shall make annual reports on the restrictions
in force under Section 2 of this Article. Any member
tetaining any restrictions inconsistent with Article VIII,
Sections 2, 3, or 4 shall consult the Fund annually as to
their further retention, The Fund may, if it deems such
action necessary in exceptional circumstances, make rep-
resentations to any member that conditions are favor-
able for the withdrawal of any particular restriction, or
for the general abandonment of restrictions, inconsistent
with the provisions of any other articles of this Agree-
ment. The member shall be given a sujtable time to reply
to such representations. If the Fund finds that the mem-
ber persists in maintaining restrictions ‘which are incon-
sistent with the purposes of the Fund, the member shall
be subject to Article XXVI, Section 2 (a).

Article XV
Special drawing rights

Section 1
Authority to allocate special drawing rights

To meet the need, as and when it arises, for a supple-
ment to existing reserve assets, the Fund is authorized to
allocate special drawing rights to members that are par-
ticipants in the Special Drawing Rights Department.

Section 2
Valuation of the special drawing right

The method of valuation of the special drawing right
shall be determined by the Fund by a seventy percent
majority of the total voting power, provided, however,
that an eighty-five percent majority of the total voling
power shall be required for a change in the principle of
valuation or a fundamental change in the application of
the principle in effect.

Article XVI

General Department
and Special Drawing Rights Depariment

Section 1
Separation of operations and transactions

All operations and transactions involving special draw-
ing rights shall be conducted through the Special Draw-
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ing Rights Department. All other operations and transac-
tions on the account of the Fund authorized by or under
this Agreement shall be conducted through the General
Department. Operations and transactions pursuant to Ar-
ticle XVII, Section 2 shall be conducted through the
General Department as well as the Special Drawing
Rights Department.

Section 2
Separation of assets and property

All assets and property of the Fund, except resources
administered under Article V, Section 2 (b), shall be held
in the General Department, provided that assets and
property acquired under Article XX, Section 2 and
Articles XXIV and XXV and Schedules H and I shall be
held in the Special Drawing Rights Department. Any
assets or property held in one Department shall not be
available to discharge or meet the liabilities, obligations,
or losses of the Fund incurred in the conduct of the
operations and transactions of the other Department,
except that the expenses of conducting the business of
the Special Drawing Rights Department shall be paid by
the Fund from the General Department which shall be
reimbursed in special drawing rights from time to time by
assessments under Article XX, Section 4 made on the
basis of a reasonable estimate of such expenses.

Section 3
Recording and information

_All changes in holdings of special drawing rights shall
take effect only when recorded by the Fund in the
Special Drawing Rights Department. Participants shall
notify the Fund of the provisions of this Agreement
under which special drawing rights are used. The Fund
may require participants to furnish it with such other
information as it deems necessary for its functions.

Article XVII

Participants and other holders
of special drawing rights

Section 1
Participants

Each member of the Fund that deposits with the Fund
an instrument setting forth that it undertakes all the
obligations of a participant in the Special Drawing Rights
Department in accordance with its law and that it has
taken all steps necessary to enable it to carry out all of
these obligations shall become a participant in the Special
Drawing Rights Department as of the date the instru-
ment is deposited, except that no member shall become a
participant before the provisions of this Agreement per-
taining exclusively to the Special Drawing Rights Depart-
ment have entered into force and instruments have been
deposited under this Section by members that have at
least seventy-five percent of the total of quotas.

Section 2
Fund as a holder

The Fund may hold special drawing rights in the
General Resources Account and may accept and use them
in' operations and transactions conducted through the
General Resources Account with participants in accord-
ance with the provisions of this Agreement or with
prescribed holders in accordance with the terms and
conditions prescribed under Section 3 of this Article,
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Section 3
Other holders

The Fund may prescribe:

(i)

(i)

(iii)

as holders, non-members, members that are non-par-
ticipants, institutions that perform functions of a
central bank for more than one member, and other
official entities;

the terms and conditions on which prescribed hold-
ers may be permitted to hold special drawing xights
and may accept and use them in operations and
transactions with participants and other prescribed
holders; and

the terms and conditions on which participants and
the Fund through the General Resources Account
may enter into operations and transactions in special
drawing rights with prescribed holders.

An eighty-five percent majority of the total voting
power shall be required for prescriptions under (i) above.
The terms and conditions prescribed by the Fund shall be
consistent with the provisions of this Agreement and the
effective functioning of the Special Drawing Rights

Department.
Article XVIll
Allocation and llation of special drawing rights
Section 1

(@)

(b}

(a)

(b)

(9

Principles and considerations
governing allotation and cancellation

In all its decisions with respect to the allocation and
cancellation of special drawing rights the Fund shall
seek to meet the long-term global need, as and when
it arises, to supplement existing reserve assets in
such manner as will promote the attainment of its
purposes and will avoid economic stagnation and
deflation as well as excess demand and inflation in
the world.

The first decision to allocate special drawing rights
shall take into account, as special considerations, a
collective judgment that there is a global need to
supplement reserves, and the attainment of a better
balance of payments equilibrium, as well as the likeli-
hood of a better working of the adjustment process in
the future.

Section 2
Allocation and cancellation

Decisions of the Fund to allocate or cancel special
drawing rights shall be made for basic periods which
shall run consecutively and shall be five years in
duration. The first basic period shall begin on the
date of the first decision to allocate special drawing
rights or such later date as may be specified in that
decision, Any allocations or cancellations shall take
place at yearly intervals.
The rates at which allocations are to be made shall be
expressed as percentages of quotas on the date of
each decision to allocate, The rates at which special
drawing rights are to be cancelled shall be expressed
as percentages of net cumulative allocations of special
drawing rights on the date of each decision to
cancel, The percentages shall be the same for all
participants.
In its decision for any basic period the Fund may
provide, notwithstanding (a) and (b) above, that:

(i) the duration of the basic period shall be other

than five years; or

@

(e}
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(ii) the allocations or cancellations shall take place
at other than yearly intervals; or

(iif) the basis for allocations or cancellations shall
be the quotas or net cumulative allocations on
dates other than the dates of decisions to allo-
cate or cancel.

A member that becomes a participant after a basic
period starts shall receive allocations beginning with
the next basic period in which allocations are made
after it becomes a participant unless the Fund decides
that the new participant shall start to receive alloca-
tions beginning with the next allocation after it
becomes a participant. If the Fund decides that a
member that becomes a participant during a basic
period shall receive allocations during the remainder
of that basic period and the participant was not a
member on the -dates established under (b} or (c}
above, the Fund shall determine the basis on which
these allocations to the participant shall be made.

A participant shall receive allocations of special
drawing rights made pursuant to any decision to
allocate unless:

(i) the Governor for the participant did not vote in
favor of the decision; and

the participant has notified the Fund in writing
prior to the first allocation of special drawing
rights under that decision that jt does not wish
special drawing rights to be allocated to it under
the deeision. On the request of a participant, the
Fund may decide to terminate the effect of the
notice with respect to allocations of special draw-
ing rights subsequent to the termination.

(i)

If on the effective date of any cancellation the
amount of special drawing rights held by a partici-
pant is less than its share of the special drawing
rights that are to be cancelled, the participant shall
eliminate its negative balance as promptly as its gross
reserve position permits and shall rerzain in consulta-
tion with the Fund for this purpose. Special drawing
rights acquired by the participant after the effective
date of the cancellation shall be applied against its
negative balance and cancelled.

Section 3
Unexpected major developments

The Fund may change the rates or intervals of alloca-
tion or cancellation during the rest of a basic period or
change the length of a basic period or start a new basic
period, if at any time the Fund finds it desirable to do so
because of unexpected major developments.

(@

(b)

Section 4
Decisions on allocations and cancellations

Decisions under Section 2 (a), (b}, and (c) or Section 3
of this Article shall be made by the Board of Gov-
ernors on the basis of proposals of the Managing
Director concurred in by the Executive Board.

Before making any proposal, the Managing Director,
after having satisfied himself that it will be consistent
with the provisions of Section 1 (a) of this Article,
shall conduct such consultations as will enable him to
ascertain that there is broad support among partici-
pants for the proposal. In addition, before making a
proposal for the first allocation, the Managing Direc-
tor shall satisfy himself that the provisions of Section
1 (b) of this Article have been met and that there is
broad support among participants to begin alloca-
tions; he shall make a proposal for the first allocation
as soon after the establishment of the Special Draw-
ing Rights Department as he is so satisfied.
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The Managing Director shall make proposals:

(i) not later than six months before the end of each
basic period;

if no decision has been taken with respect to
allocation or cancellation for a basic period,
whenever he is satisfied that the provisions of
(b) above have been met;

when, in accordance with Section 3 of this Ar-
ticle, he considers that it would be desirable to
change the rate or intervals of allocation or
cancellation or change the length of a basic
period or start a new basic period; or

within six months of a request by the Board of
Governors or the Executive Board;

(i)

(iii)

(i)

provided that, if under (i), (iii), or (iv} above the
Managing Director ascertains that there is no pro-
posal which he considers to be consistent with the
provisions of Section 1 of this Article that has broad
support among participants in accordance with (b)
above, he shall report to the Board of Governors and
to the Executive Board.

An eighty-five percent majority of the total voting
power shall be required for decisions under Sec-
tion2 (a), (b), and (c) or Section 3 of this Article
except for decisions under Section 3 with respect to a
decrease in the rates of allocation.

Article XIX

Operations and transactions in spectal drawing rights

Section 1
Use of special drawing rights

Special drawing rights may be used in the operations

and transactions authorized by or under this Agreement.

(a)

(b

()

@

Section 2
Operations and transactions between participants

A participant shall be entitled to use itr special
drawing rights to obtain an equivalent amount of
currency from a participant designated under Sec-
tion 5 of this Article.

A participant, in agreement with another participant,
may use its special drawing rights to obtain an
equivalent amount of currency from the other partici-
pant.

The Fund, by a seventy percent majority of the total
voting power, may prescribe operations in which a
participant is authorized to engage in agreement with
another participant on such terms and conditions as
the Fund deems appropriate. The terms and condi-
tions shall be consistent with the effective function-
ing of the Special Drawing Rights Department and the
proper use of special drawing rights in accordance
with this Agreement.

The Fund may make representations to a participant
that enters into any operation or transaction under
(b} or (c) above that in the judgment of the Fund may
be prejudicial to the process of designation according
to the principles of Section 5 of this Article or is
otherwise inconsistent with Article XXII. A partici-
pant that persists in entering into such operations or
transactions shall be subject to Article XXIII, Sec-
tion 2 (b).
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Section 3

Requirement of need

() In transactions under Section 2 (a) of this Article,

(b)

(c)

(a

(b)

(a)

except as otherwise provided in (c) below, a partici-
pant will be expected to use its special drawing rights
only if it has a need because of its balance of
payments or its reserve position or developments in
its reserves, and not for the sole purpose of changing
the composition of its reserves.

The use of special drawing rights shall not be subject
to challenge on the basis of the expectation in (a)
above, but the Fund may make representations to a
participant that fails to fulfill this expectation, A
participant that persists in failing to fulfill this expec-
tation shall be subject to Article XXIII, Section 2 (b).

The Fund may waive the expectation in (a) above in
any transactions in which a participant uses special
drawing rights to obtain an equivalent amount of
currency from a participant designated under Sec-
tion 5 of this Article that would promote reconstitu-
tion by the other participant under Section 6 (a) of
this Article; prevent or reduce a negative balance of
the other participant; or offset the effect of a failure
by the other participant to fulfill the expectation in
(a) above.

Section 4

Obligation to provide currency

A participant designated by the Fund under Section 5
of this Article shall provide on demand a freely
usable currency to a participant using special draw-
ing rights under Section 2 {a) of this Article. A
participant's obligation to provide currency shall not
extend beyond the point at which its holdings of
special drawing rights in excess of its net cumulative
allocation are equal to twice its net cumulative atlo-
cation or such higher limit as may be agreed between
a participant and the Fund.

A participant may provide currency in excess of the
obligatory limit or any agreed higher limit.

Section 5

Designation of participants to provide currency

The Fund shall ensure that a participant will be able
to use its special drawing rights by designating par-
ticipants to provide currency for specified amounts
of special drawing rights for the purposes of Sec-
tions 2 (a) and 4 of this Article. Designations shall be
made in accordance with the following general prin-
ciples supplemented by such other principles as the
Fund may adopt from time to time:

(i) A participant shall be subject to designation if
its balance of payments and gross reserve posi-
tion is sufficiently strong, but this will not pre-
clude the possibility that a participant with a
strong reserve position will be designated even
though it has a moderate balance of payments
deficil. Participants shall be designated in such
manner as will promote over time a balanced
distribution of holdings of special drawing rights
among them.

Participants shall be subject to designation in
order to promote reconstitution under Sec-
tion 6 (a) of this Article, to reduce negative bal-
ances in holdings of special drawing rights, or to
offset the effect of failures to fulfill the expecta-
tion in Section 3 (a) of this Article.

(i)
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(iii) In designating participants the Fund normally
shall give priority to those that need to acquire
special drawing rights to meet the objectives of
designation under (ii) above.

(b) In order to promote over time a balanced distribution
of holdings of special drawing rights under (a) (i)
above, the Fund shall apply the rules for designation
in Schedule F or such rules as may be adopted under
(c) below.

{c) The rules for designation may be reviewed at any
time and new rules shall be adopted if necessary.
Unless new rules are adopted, the rules in force at
the time of the review shall continue to apply.

Section 6
Reconstitution

(@

Participants that use their special drawing rights shall
reconstitute their holdings of them in accordance
with the rules for reconstitution in Schedule G or
such rules as may be adopted under (b) below.

(b

The rules for reconstitution may be reviewed at any
time and new rules shall be adopted if necessary.
Unless new rules are adopted or a decision is made to
abrogate rules for reconstitution, the rules in force at
the time of review shall continue to apply. A seventy
percent majority of the total voting power shall be
required for decisions to adopt, modify, or abrogate
the rules for reconstitution.

Section 7
Exchange rates

(a

Except as otherwise provided in (b) below, the ex-
change rates for transactions between participants
under Section 2 (a) and (b} of this Article shall be
such that participants using special drawing rights
shall receive the same value whatever currencies
might be provided and whichever participants pro-
vide those currencies, and the Fund shall adopt regu-
lations to give effect to this principle.

(b

The Fund, by an eighty-five percent majority of the
total voting power, may adopt policies under which
in exceptional circumstances the Fund, by a seventy
percent majority of the total voting power, may
authorize participants entering into transactions un-
der Section 2 (b) of this Article to agree on exchange
-rates other than those applicable under (a) above.

(c

The Fund shall consult a participant on the procedure
for determining rates of exchange for its currency.

{d

For the purpose of this provision the term participant
includes a terminating participant.

Article XX
Special Drawing Rights Department, interest and charges

Section 1
Interest

Interest at the same rate for all holders shall be paid
by the Fund to each holder on the amount of its holdings
of special drawing rights. The Fund shall pay the amount
due to each holder whether or not sufficient charges are
received to meet the payment of interest.

Doc. 1

Section 2
Charges

Charges at the same rate for all participants shall be
paid to the Fund by each participant on the amourt of its
net cumulative allocation of special drawing rights plus
any negative balance of the participant or unpaid
charges.

Section 3
Rate of interest and charges

The Fund shall determine the rate of interest by a
seventy percent majority of the total voting power. The
rate of charges shall be equal to the rate of interest.

Section 4
Assessments

‘When it is decided under Article XVI, Section 2 that
reimbursement shall be made, the Fund shall levy assess-
ments for this purpose at the same rate for all partici-
pants on their net cumulative allocations.

Section §
Payment of interest, charges, and assessments

Interest, charges, and assessments shall be paid in
special drawing rights. A participant that needs special
drawing rights to pay any charge or assessment shall be
obligated and entitled to obtain them, for currency ac-
ceptable to the Fund, in a transaction with the Fund
conducted through the General Resources Account. If
sufficient special drawing rights cannot be obtained in
this way, the participant shall be obligated and entitled
to obtain them with a freely usable currency from a
participant which the Fund shall specify. Special drawing
rights acquired by a participant after the date for pay-
ment shall be applied against its unpaid charges and
cancelled.

Article XX1

Administration of the General Depariment
and the Special Drawing Rights Department

(a) The General Department and the Special Drawing
Rights Department shall be administered in accord-
ance with the provisions of Article XII, subject to
the following provisions:

(i) For meetings of or decisions by the Board of
Governors on matters pertaining exclusively to
the Special Drawing Rights Department only
requests by, or the presence and the votes of,
Governors appointed by members that are par-
ticipants shall be counted for the purpose of
calling meetings and determining whether a quo-
rum exists or whether a decision is made by the
required majority.

(ii) For decisions by the Executive Board on matters
pertaining exclusively to the Special Drawing
Rights Department only Executive Directors ap-
pointed or elected by at least one member that is
a participant shall be entitled to vote. Each of
these Executive Directors shall be entitled to
cast the number of votes allotted to the member
which is a participant that appointed him or to
the members that are participants whose votes
counted towards his election. Only the presence
of Executive Directors appointed or elected by
members that are participants and the votes
allotted to members that are participants shall be
counted for the purpose of determining whether
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a quorum exists or whether a decision is made
by the required majority. For the purposes of
this provision, an agreement under Article XII,
Section 3 (i) (ii) by a member that is a partici-
pant shall entitle an appointed Executive Direc-
tor to vote and cast the number of votes allotted
to the member.

Questions of the general administration of the
Fund, including reimbursement under Article
XVI, Section 2, and any question whether a
matter pertains to both Departments or exclus-
ively to the Special Drawing Rights Department
shall be decided as if they pertained exclusively
to the General Department. Decisions with re-
spect to the method of valuation of the special
drawing right, the acceptance and holding of
special drawing rights in the General Resources
Account of the General Department and the use
of them, and other decisions affecting the oper-
ations and transactions conducted through both
the General Resources Account of the General
Department and the Special Drawing Rights
Department shall be made by the majorities
required for decisions on matters pertaining ex-
clusively to each Department. A decision on a
matter pertaining to the Special Drawing Rights
Department shall so indicate.

{ii)

(b) In addition to the privileges and immunities that are
accorded under Article IX of this Agreement, no tax
of any kind shall be levied on special drawing rights
or on operations or transactions in special drawing
rights.

(c)-A question of interpretation of the provisions of this
Agreement on matters pertaining exclusively to the
Special Drawing Rights Department shall be sub-
mitted to the Executive Board pursuant to Ar-
ticle XXIX (a) only on the request of a participant. In
any case where the Executive Board has given a
decision on a question of interpretation pertaining
exclusively to the Special Drawing Rights Department
only a participant may require that the question be
referred to the Board of Governors under Article
XXIX (b). The Board of Governors shall decide
whether a Governor appointed by a member that is
not a participant shall be entitled to vote in the
Committee on Interpretation on questions pertaining
exclusively to the Special Drawing Rights Depart-
ment.

(d) Whenever a disagreement arises between the Fund
and a participant that has terminated its participation
in the Special Drawing Rights Department or between
the Fund and any participant during the liquidation of
the Special Drawing Rights Department with respect to
any matter arising exclusively from participation in
the Special Drawing Rights Department, the disagree-
ment shall be submitted to arbitration in accordance
with the procedures in Article XXIX (c).

Article XXIT
General obligations of participants

In addition to the obligations assumed with respect to
special drawing rights under other articles of this Agree-
ment, each participant undertakes to collaborate with the
Fund and with other participants in order to facilitate the
effective functioning of the Special Drawing Rights
Department and the proper use of special drawing rights
in accordance with this Agreement and with the objec-
tive of making the special drawing right the principal
reserve asset in the international monetary system.
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Article XXIH

Suspension of operations and transactions in
special drawing rights

Section 1
Emergency provisions

In the event of an emergency or the development of
unforeseen circumstances threatening the activities of
the Fund with respect to the Special Drawing Rights
Department, the Executive Board, by an eighty-five
percent majority of the total voting power, may suspend
for a period of not more than one year the operation of
any of the provisions relating to operations and transac-
tions in special drawing rights, and the provisions of
Article XXVII, Section 1 (b), (c}, and (d) shall then .
apply.

Section 2
Failure to fulfill obligations

(a) If the Fund finds that a participant has failed to fulfill
its obligations under Article XIX, Section 4, the right
of the participant to use its special drawing rights
shall be suspended unless the Fund otherwise
decides.

(b} If the Fund finds that a participant has failed to fulfill
any other obligation with respect to special drawing
rights, the Fund may suspend the right of the partici-
pant to use special drawing rights it acquires after
the suspension.

(c) Regulations shall be adopted to ensure that before
action is taken against any participant under (a) or
(b) above, the participant shall be informed imme-
diately of the complaint against it and given an
adequate opportunity for stating its case, both orally
and in writing. Whenever the participant is thus
informed of a complaint relating to (a) above, it shall
not use special drawing rights pending the disposition
of the complaint.

(d) Suspension under (a) or (b) above or limitation under
(c) above shall not affect a participant’s obligation to
provide currency in accordance with Article XIX,
Section 4.

(e) The Fund may at any time terminate a suspension
under (a) or (b) above, provided that a suspension
imposed on a participant under (b) above for failure
to fulfill the obligations under Article XIX, Section 6
(a) shall not be terminated until one hundred eighty
days after the end of the first calendar quarter during
which the participant complies with the rules for
reconstitution.

(f) The right of a participant to use its special drawing
rights shall not be suspended because it has become
ineligible to use the Fund's general resources under
Article V, Section 5, Article VI, Section 1, or Ar-
ticle XXVI, Section2 (a). Article XXVI, Section 2 shall
not apply because a participant has failed to fulfill
any obligations with respect to special drawing
rights.

Article XXIV
Termination of participation

Section 1
Right to terminate participation

(a) Any participant may terminate its participation in the
Special Drawing Rights Department at any time by
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transmitting a notice in writing to the Fund at its
principal office. Termination shall become effective
on the date the notice is received.
(b) A participant that withdraws from membership in the
Fund shall be deemed to have simultaneously termin-
ated its participation in the Special Drawing Rights
Department.

Section 2
Settlement on termination

‘When a participant terminates its participation in the
Special Drawing Rights Department, all operations
and transactions by the terminating participant in
special drawing rights shall cease except as other-
wise permitted under an agreement made pursuant to
(c) below in order to facilitate a settlement or as’
provided in Sections 3, 5, and 6 of this Article or in
Schedule H. Interest and: charges that accrued to the
date of termination and assessments levied before
that date but not paid shall be paid in special drawing
rights.

@

(b) The Fund shall be obligated to redeem all special
drawing rights held by the terminating participant,
and the terminating participant shall be obligated to
pay te the Fund an amount equal to its net cumulat-
ive allocation and any other amounts that may be
due and payable because of its participation in the
Special Drawing Rights Department. These obliga-
tions shall be set off against each other and the
amount of special drawing rights held by the termin-
ating participant that is used in the set off to extin-
guish its obligation to the Fund shall be cancelled.

A settlement shall be made with reasonable despatch
by agreement between the terminating participant
and the Fund with respect to any obligation of the
terminating participant or the Fund after the setoff in
(b) above, If agreement on a settlement is not reached
promptly the provisions of Schedule H shall apply

(c

Section 3
Interest and charges

After the date of termination the Fund shall pay in-
terest on any outstanding balance of special drawing
rights held by a terminating participant and the termin-
ating participant shall pay charges on any outstanding
obligation owed to the Fund at the times and rates
prescribed under Article XX. Payment shall be made in
special drawing rights. A terminating participant shall be
entitled to obtain special drawing rights with a freely
usable currency to pay charges or assessments in a
transaction with a participant specified by the Fund or by
agreement from any other holder, or to dispose of special
drawing rights received as interest in a transaction with
any participant designated under Article XIX, Section 5
or by agreement with any other holder.

AN
Section 4
Settlement of obligation to the Fund

Currency received by the Fund from a terminating
participant shall be used by the Fund to redeem special
drawing rights held by participants in proportion to the
amount by which each participant’s holdings of special
drawing rights exceed its net cumulative allocation at the
time the currency is received by the Fund. Special draw-
ing rights so redeemed and special drawing rights ob-
tained by a terminating participant under the provisions
of this Agreement to meet any installment due under an
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agreement on settlement or under Schedule H and set off
against that installment shall be cancelled.

Section 5

Settlement of obligation to a terminating participant

Whenever the Fund is required to redeem special
drawing rights held by a terminating participant, redemp-
tion shall be made with currency provided by partici-
pants specified by the Fund. These participants shall be
specified in accordance with the principles in Ar-

‘ticle XIX, Section 5. Each specified participant shall pro-

vide at its option the currency of the terminating partici-
pant or a freely usable currency to the Fund and shall re-
ceive an equivalent amount of special drawing rights.
However, a terminating participant may use its special
drawing rights to obtain its own currency, a freely usable
currency, or any other asset from any holder, if the Fund
so permits.

Section 6
General Resources Account transactions

In order to facilitate settlement with a terminating
participant, the Fund may decide that a terminating
participant shall
(i) use any special drawing rights held by if after the
setoff in Section 2 (b) of this Article, when they are
to be redeemed, in a transaction with the Fund
conducted through the General Resources Account to
obtain its own currency or a freely usable currency at
the option of the Fund; or
obtain special drawing rights in a transaction with
the Fund conducted through the General Resources
Account for a currency acceptable to the Fund to
meet any charges or installment due under an agree-
ment or the provisions of Schedule H.

(ii)

Article XXV
Liquidation of the Special Drawing Rights Department

(@) The Special Drawing Rights Department may not be
liquidated except by decision of the Board of Gover-
nors. In an emergency, if the Executive Board decides
that liquidation of the Special Drawing Rights Depart-
ment may be necessary, it may temporarily suspend
allocations or cancellations and all operations and
transactions in special drawing rights pending deci-
sion by the Board of Governors. A decision by the
Board of Governors to liquidate the Fund shall be a
decision to liquidate both the General Department
and the Special Drawing Rights Department.

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

Special Drawing Rights Department, all allocations or

cancellations and all operations and transactions in

special drawing rights and the activities of the Fund
with respect to the Special Drawing Rights Depart-
ment shall cease except those incidental to the order-
ly discharge of the obligations of participants and of
the Fund with respect to special drawing rights, and
all obligations of the Fund and of participants under
this Agreement with respect to special drawing rights
shail cease except those set out in this Article,

Article XX, Article XXI (d), Article XXIV, Article

XXIX (c), and Schedule H, or any agreement

reached under Article XXIV subject to paragraph 4

of Schedule H, and Schedule 1.

{c) Upon liquidation of the Special Drawing Rights

Department, interest and charges that accrued to the

date of liquidation and assessments levied before that
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date but not paid shall be paid in special drawing
rights. The Fund shall be obligated to redeem all
special drawing rights held by holders, and each
participant shall be obligated to pay the Fund an
amount equal to its net cumulative allocation of
special drawing rights and such other amounts as
may be due and payable because of its participation
in the Special Drawing Rights Department,

(d) Liquidation of the Special Drawing Rights Department

shall be administered in accordance with the provi-

sions of Schedule I.

Article XXVI

Withdrawal from membership

Section 1
Right of members to withdraw

Any member may withdraw from the Fund at any time
by transmitting a notice in writing to the Fund at its
principal office. Withdrawal shall become effective on
the date such notice is received.

Section 2
Compulsory withdrawal

(a) If a member fails to fulfill any of its obligations under
this Agreement, the Fund may declare the member
ineligible to use the general resources of the Fund.
Nothing in this Section shall be deemed to limit the
provisions of Article V, Section 5 or Article VI,
Section 1.

If, after the expiration of a reasonable period the
member persists in its failure ta fulfill any of its
obligations under this Agreement, that member may
be required to withdraw from membership in the
Fund by a decision of the Board of Governors carried
by a majority of the Governors having eighty-five
percent of the total voting power.

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

(b

(c

Section 3
Settlement of accounts with members withdrawing

When a member withdraws from the Fund, normal
operations and transactions of the Fund in its currency
shall cease and settlement of all accounts between it and
the Fund shall be made with reasonable despatch by
agreement between it and the Fund, If agreement is not
reached promptly, the provisions of Schedule J shall
apply to the settiement of accounts.

Article XXVII

Emergency provisions

Section 1
Temporary suspension

{a) In the event of an emergency or the development of
unforeseen circumstances threatening the activities of
the Fund, the Executive Board, by an eighty-five
percent majority of the total voting power, may
suspend for a period of not more than one year the
operation of any of the following provisions:

(i) Article V, Sections 2, 3, 7, 8 (a) (i) and (e);
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(d)
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(ii) Article VI, Section 2;
(iii) Article XI, Section 1;
(iv) Schedule C, paragraph 5.

A suspension of the operation of a provision under (a)
above may not be extended beyond one year except
by the Board of Governors which, by an eighty-five
percent majority of the total voting power, may
extend a suspension for an additional period of not
more than two years if it finds that the emergency or
unforeseen circumstances referred to in {a) above
continue to exist.

The Executive Board may, by a majority of the total
voting power, terminate such suspension at any time.

The Fund may adopt rules with respect to the subject
matter of a provision during the period in which its
operation is suspended.

Section 2
Liquidation of the Fund

The Fund may not be liquidated except by decision of
the Board of Governors. In an emergency, if the
Executive Board decides that liquidation of the Fund
may be necessary, it may temporarily suspend all
operations and transactions, pending decision by the
Board of Governors.

If the Board of Governors decides to liquidate the
Fund, the Fund shall forthwith cease to engage in any
activities except those incidental to the orderly col-
lection and liquidation of its assets and the settlement
of its liabilities, and all obligations of members under
this Agreement shall cease except those set out in
this Article, in Article XXIX (c), in Schedule J,
paragraph 7, and in Schedule K.

Liquidation shall be administered in accordance with
the provisions of Schedule K.

Article XXVIII
Amendments

Any proposal to introduce modifications in this
Agreement, whether emanating from a member, a
Governor, or the Executive Board, shall be communi-
cated to the chairman of the Board of Governors who
shall bring the proposal before the Board of Gov-
ernors. If the proposed amendment is approved by the
Board of Governors, the Fund shall, by circular letter
or telegram, ask all members whether they accept the
proposed amendment. When three-fifths of the mem-
bers, having eighty-five percent of the total voting
power, have accepted the proposéd amendment, the
Fund shall certify the fact by a formal communication
addressed to all members.

Notwithstanding (a) above, acceptance by all mem-
bers is required in the case of any amendment mod-
ifying:
(i) the right to withdraw
ticle XXVI, Section 1);

from the Fund (Ar-

(ii) the provision that no change in a member's
quota shall be made without its consent (Ar-
ticle III, Section 2 (d)}; and

(iii) the provision that no change may be made in the
par value of a member's currency except on the
proposal of that member (Schedule C, para-
graph 6).
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(b

(c)
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Amendments shall enter into force for all members
three months after the date of the formal communica-
tion unless a shorter period is specified in the circular
letter or telegram.

Article XXIX
Interpretation

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 Executive Board for its decision. If
the question particularly affects any member not
entitled to appoint an Executive Director, it shall be
entitled to representation in accordance with Ar-
ticle XII, Section 3 (j).

In any case¢ where the Executive Board has given a
decision under (a) above, any member may require,
within three months from the date of the decision,
that the question be referred to the Board of Gov-
ernors, whose decision shall be final. Any question
referred to the Board of Governors shall be con-
sidered by a Committee on Interpretation of the Board
of Governors. Each Committee member shall have
one vote. The Board of Governors shall establish the
membership, procedures, and voting majorities of the
Committee. A decision of the Committee shall be the
decision of the Board of Governors unless the Board
of Governors, by an eighty-five percent majority of
the total voting power, decides otherwise. Pending
the result of the reference to the Board of Governors
the Fund may, so far as it deems necessary, act on
the basis of the decision of the Executive Board.

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

Article XXX

Explanation of terms

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

@
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(c)

The Fund's holdings of a member's currency in the
General Resources Account shall include any secur-
ities accepted by the Fund under Article III, Section 4.

Stand-by arrangement means a decision of the Fund
by which a member is assured that it will be able to
make purchases from the General Resources Account
in accordance with the terms of the decision during a
specified period and up to a specified amount.

Reserve tranche purchase means a purchase by a
member of special drawing rights or the currency of
another member in exchange for its own currency
which does not cause the Fund's holdings of the
member's currency in the General Resources Account
to exceed its quota, provided that for the purposes of
this definition the Fund may exclude purchases and
holdings under:

(i) policies on the use of its general resources for
compensatory financing of export fluctuations;

(ii) policies on the use of its general resources in
connection with the financing of contributions to
international buffer stocks of primary products;
and

(iii) other policies on the use of its general resources
in respect of which the Fund decides, by an
eighty-five percent majority of the total voting
power, that an exclusion shall be made.

(@

Payments for current transactions means payments
which are not for the purpose of transferring capital,
and includes, without limitation:

(1) all payments due in connection with foreign
trade, other current business, including services,
and normal short-term banking and credit facili-
ties;

2

payments due as interest on loans and as net
income from other investments;

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

(4) moderate remittances for family living expenses.

The Fund may, after consultation with the members
concerned, determine whether certain specific trans-
actions are to be considered current transactions or
capital transactions.

{e

Net cumulative allocation of special drawing rights
means the total amount of special drawing rights
allocated to a participant less its share of special
drawing rights that have been cancelled under Ar-
ticle XVIII, Section 2 (a).

(f) A freely usable currency means a member's currency
that the Fund determines (i} is, in fact, widely used to
make payments for international transactions, and (ii)
is widely traded in the principal exchange markets.

(g) Members that were members on August 31, 1975 shall
be deemed to include a member that accepted mem-
bership after that date pursuant o a resolution of the

Board of Governors adopted before that date.

(h) Transactions of the Fund means exchanges of mon-
etary assets by the Fund for other monetary assets.
Operations of the Fund means other uses or receipts
of monetary assets by the Fund.

i

) Transactions in special drawing rights means ex-
changes of special drawing rights for other monetary
assets. Operations in special drawing rights means
other uses of special drawing rights.

Article XXXI
Final provisions

Section 1
Entry into force

This Agreement shall enter into force when it has been
signed on behalf of 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
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no event shall this Agreement enter into force before
May 1, 1945.

Section 2
Signature

(a) Each government on whose behalf this Agreement 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 abligations under this
Agreement.

(b) Each country shall become a member of the Fund as
from the date of the deposit on its behalf of the
instrument referred to in (a) above, except that no
country shall become a member before this Agree-

ment 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 the govern-
ments of all countries whose membership is approved
in accordance with Article II, Section 2, of all signa-
tures of this Agreement and of the deposit of all
instruments referred to in (a) above.

(d} At the time this Agreement is signed on its behalf,
each government shall transmit to the Government of
the United States of America one-hundredth of one
percent of its total subscription in gold or United
States dollars for the purpose of meeting administrat-
ive expenses of the Fund. The Government of the
United States of America shall hold such funds in a
special deposit account and shall transmit them to the
Board of Governors of the Fund when the initial
meeting has been called. If this Agreement has not
come into force by December 31, 1945, the Govern-
ment 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
accordance with Article II, Section 2.

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.

(g)

(h) Subsection {d) above shall come into force with
regard to each signatory government as from the date

of its signature.

(The signature and depositary clause reproduced
below followed the text of Article XX in the original
Articles of Agreement.)

Done at Washington, in a single copy whidh shall
remain deposited in the archives of the Government of
the United States of America, which shall transmit certi-
fied copies to all governments whose names are set forth
in Schedule A and to all governments whose membership
is approved in accordance with Article II, Section 2.
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Schedule A
Quotas

{In millions of United States dollars)

Australia
Belgium
Bolivia
Brazil

China
Colombia ..
Costa Rica .
Cuba
Czechoslovakia
Denmark .........c0.00en
Dominican Republic ....... e redceiereaane e 5
Ecuador
Egypt
El Salvador .
Ethiopia
Prance
Greece
Guatemala
Haiti .........ccviinnnn ernerenens 5
Honduras
Iceland
India

Irag ....ovvennnens Ceenees Cevreeraeeriasretanaas 8
Liberia
Luxembourg
Mexico
Netherlands ...
New Zealand ..

Nicaragua

Norway ............

Panama ....,

Paraguay ......cccceeiiene

Peru ...oviniiiiiiiiiiiiciiiiie Cereereiaaae 25
Philippine Commonwealth .................. vers 15
Poland ......coviiviiiiiiiiiiiine, Cernaariens el 125
Union of South Africa .. 100
Union of Soviet Socialist Republics . 1200
United Kingdom . 1300
United States .........coveevuvrvncnennenes veee 2750
Uruguay ........ccoeens verasian teesiiinnentean . 15
Venezuela ............. [ 15
Yugoslavia ...... PR e vaeirarae e ey 60

*) The quota of Denmark shall be datemined by the Fund after the
Danish Gov: to sign this Agree-
ment but before llgnntun takes plnco
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Schedule B

Transitional provisions with respect to repurchase,
payment of additional subscriptions, gold,
and certain operational matters

1. Repurchase obligations that have accrued pursuant to
Article V, Section 7 (b) before the date of the second
amendment of this Agreement and that remain undis-
charged at that date shall be discharged not later than
the date or dates at which the obligations had to be
discharged in accordance with the provisions of this
Agreement before the second amendment.

2. A member shall discharge with special drawing rights
any obligation to pay gold to the Fund in repurchase
or as a subscription that is outstanding at the date of
the second amendment of this Agreement, but the
Fund may prescribe that these payments may be made
in whole or in part in the currencies of other members
specified by the Fund. A non-participant shall dis-
charge an obligation that must be paid in special
drawing rights pursuant to this provision with the
currencies of other members specified by the Fund.

w

. For the purposes of 2 above 0.888 671 gram of fine gold
shall be equivalent to one special drawing right, and
the amount of currency payable under 2 above shall be
determined on that basis and on the basis of the value
of the currency in terms of the special drawing right at
the date of discharge.

4. A member’'s currency held by the Fund in excess of
seventy-five percent of the member's quota at the date
of the second amendment of this Agreement and not
subject to repurchase under 1 above shall be repur-
chased in accordance with the following rules:

(i) Holdings that resulted from a purchase shall be
repurchased in accordance with the policy on the
use of the Fund's general resources under which
the purchase was made.

(ii) Other holdings shall be repurchased not later than
four years after the date of the second amendment
of this Agreement.

@

Repurchases under 1 above that are not subject to 2
above, repurchases under 4 above, and any specifica-
tion of currencies under 2 above shall be in accord-
ance with Article V, Section 7 (i).

o

All rules and regulations, rates, procedures, and deci-
sions in effect at the date of the second amendment of
this Agreement shall remain in effect until they are
changed in accordance with the provisions of this
Agreement.

7. To the extent that arrangements equivalent in effect to
(a) and (b) below have not been completed before the
date of the second amendment of this Agreement, the
Fund shall
(a) sell up to 25 million ounces of fine gold held by it

on August 31, 1975 to those members that were
members on that date and that agree to buy it, in
proportion to their quotas on that date. The sale to
a member under this subparagraph (a) shall be
made in exchange for its currency and at a price
equivalent at the time of sale to one special draw-
ing right per 0.888 671 gram of fine gold, and

o

sell up to 25 million ounces of fine gold held by it
on August 31, 1975 for the benefit of developing
members that were members on that date, pro-
vided, however, that the part of any profits or
surplus value of the gold that corresponds to the
proportion of such a member’s quota on August 31,

-

'S

o

i
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1975 to the total of the quotas of all members on
that date shall be transferred directly to each such

b The requi ts under Article V, Sec-
tion 12 (c) that the Fund consult a member, obtain a
member's concurrence, or exchange a member's
currency for the currencies of other members
in certain circumstances shall apply with respect
ta currency received by the Fund as a result of
sales of gold under this provision, other than sales
to a member in return for its own currency, and
placed in the General Resources Account.

Upon the sale of gold under this paragraph 7, an

t of the pr ds in the currencies received
equivalent at the time of sale to one special drawing
right per 0.888 671 gram of fine gold shall be placed in
the General Resources Account and other assets held
by the Fund under arrangements pursuant to (b) above
shall be held separately from the general resources of
the Fund. Assets that remain subject to disposition by
the Fund upon termination of arrangements pursuant
to (b) above shall be transferred to the Special Dis-
bursement Account.

Schedule C
Par values

. The Fund shall notify members that par values may

be established for the purposes of this Agreement, in
accordance with Article IV, Sections 1, 3, 4, and 5 and
this Schedule, in terms of the special drawing right,
or in terms of such other common denominator as is
prescribed by the Fund. The common denominator
shall not be gold or a currency.

A member that intends to establish a par value for its
currency shall propose a par value to the Fund within
a reasonable time after notice is given under 1 above.

. Any member that does not intend to establish a par

value for its currency under 1 above shall consult
with the Fund and ensure that its exchange arrange-
ments are consistent with the purposes of the Fund
and are adequate to fulfill its obligations under Ar-
ticle IV, Section 1.

. The Fund shall concur in or object to a proposed par

value within a reasonable period after receipt of the
proposal. A proposed par value shall not take effect
for the purposes of this Agreement if the Fund ob-
jects to it, and the member shall be subject to 3
above, The Fund shall not object because of the
domestic social or political policies of the member
proposing the par value.

. Each member that has a par value for its currency

undertakes to apply appropriate measures consistent
with this Agreement in order to ensure that the
maximum and the minimum rates for spot exchange
transactions taking place within its territories be-
tween its currency and the currencies of other mem-
bers maintaining par values shall not differ from
parity by more than four and one-half percent or by
such other margin or margins as the Fund may adopt
by an eighty-five percent majority of the total voting
power.

A member shall not propose a change in the par
value of its currency except to correct, or prevent the
emergence of, a fundamental disequilibrium. A
change may be made only on the proposal of the
member and only after consultation with the Fund.

When a change is proposed, the Fund shall concur in
or object to the proposed par value within a reason-
able period after receipt of the proposal. The Fund
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shall concur if it is satisfied that the change is
necessary to correct, or prevent the emergence of, a
fundamental disequilibrium. The Fund shall not object
because of the domestic social or political policies of
the member proposing the change. A proposed
change in par value shall not take effect for the
purposes of this Agreement if the Fund objects to it.
If a member changes the par value of its currency
despite the objection of the Fund, the member shall
be subject to Article XXVI, Section 2. Maintenance
of an unrealistic par value by a member shall be
discouraged by the Fund.

. The par value of a member's currency established

under this Agreement shall cease to exist for the
purposes of this Agreement if the member informs the
Fund that it intends to terminate the par value. The
Fund may object to the termination of a par value by
a decision taken by an eighty-five percent majority
of the total voting power. If a member terminates a
par value for its currency despite the objection of the
Fund, the member shall be subject to Article XXVI,
Section 2. A par value established under this Agree-
ment shall cease to exist for the purposes of this
Agreement if the member terminates the par value
despite the objection of the Fund, or if the Fund finds
that the member does not maintain rates for a sub-
stantial volume of exchange transactions in accord-
ance with 5 above, provided that the Fund may not
make such finding unless it has consulted the member
and given it sixty days notice of the Fund's intention
to consider whether to make a finding.

If the par value of the currency of a member has
ceased to exist under 8 above, the member shall
consult with the Fund and ensure that its exchange
arrangements are consistent with the purposes of the
Fund and are adequate to fulfill its obligations under
Article IV, Section 1,

A member for whose currency the par value has
ceased to exist under 8 above may, at any time,
propose a new par value for its currency.

. Notwithstanding 6 above, the Fund, by a seventy

percent majority of the total voting power, may make
uniform proportionate changes in all par values if the
special drawing right is the common denominator and
the changes will not affect the value of the special
drawing right. The par value of a member’'s currency
shall, however, not be changed under this provision
if, within seven days after 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.

Schedule D
Council

1. (a) Each member that appoints an Executive Director
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and each group of members that has the number of
votes allotted to them cast by an elected Executive
Director shall appoint to the Council one Council-
lor, who shall be a Governor, Minister in the
government of a member, or person of comparable
rank, and may appoint not more than seven Asso-
ciates. The Board of Governors may change, by an
eighty-five percent majority of the total voting
power, the number of Associates who may be
appointed. A Councillor or Associate shall serve
until a new appointment is made or until the next
regular election of Executive Directors, whichever
shall occur sooner.

(b)

2. (@)

(b)

(b)

(c
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Executive Directors, or in their absence their Al-
ternates, and Associates shall be entitled to attend
meetings of the Council, unless the Council
decides to hold a restricted session. Each member
and each group of members that appoints a Coun-
cillor shall appoint an Alternate who shall be
entitled to attend a meeting of the Council when
the Councillor is not present, and shall have full
power to act for the Councillor.

The Council shall supervise the management and
adaptation of the international monetary system,
including the continuing operation of the adjust-
ment process and developments in global liquidity,
and in this connection shall review developments
in the transfer of real resources to developing
countries.

The Council shall consider proposals pursuant to
Article XXVIII (a) to amend the Articles of
Agreement.

The Board of Governors may delegate to the Coun-
cil authority to exercise any powers of the Board
of Governors except the powers conferred directly
by this Agreement on the Board of Governors.

Each Councillor shall be entitied to cast the num-
ber of votes allotted under Article XII, Section §
to the member or group of members appointing
him. A Councillor appointed by a group of mem-
bers may cast separately the votes allotted to each
member in the group. If the number of votes
allotted to a member cannot be cast by an Execu-
tive Director, the member may make arrangements
with a Councillor for casting the number of votes
allotted to the member.

The Council shall not take any action pursuant to
powers delegated by the Board of Governors that
is inconsistent with any action taken by the Board
of Governors and the Executive Board shall not
take any action pursuant to powers delegated by
the Board of Governors that is inconsistent with
any action taken by either the Board of Governors
or the Council.

4, The Council shall select a Councillor as chairman,
shall adopt regulations as may be necessary or appro-
priate to perform its functions, and shall determine any
aspect of its procedure. The Council shall hold such
meetings as may be provided for by the Council or
called by the Executive Board.

5. (a)

(b)

The Counci! shall have powers corresponding to
those of the Executive Board under the following
provisions: Article XII, Section 2 (c), (f), {g), and
(j); Article XVIII, Section 4 (a) and Section 4 (¢)
(iv); Article XXIII, Section 1; and Article XXVII,
Section 1 (a).

For decisions by the Council on matters pertaining
exclusively to the Special Drawing Rights Depart-
ment only Councillors appointed by a member that
is a participant or a group of members at least one
member of which is a participant shall be entitled
to vote. Each of these Councillors shall be entitled
to cast the number of votes allotted to the member
which is a participant that appointed him or to the
members that are participants in the group of
members that appointed him, and may cast the
votes allotted to a participant with which arrange-
ments have been made pursuant to the last sen-
tence of 3 (b) above.

The Council may by regulation establish a pro-
cedure whereby the Executive Board may obtain a
vote of the Councillors on a specific question
without a meeting of the Council when in the



IMF

judgment of the Executive Board an action must be
taken by the Council which should not be post-
poned until the next meeting of the Council and
which does not warrant the calling of a special
meeting.

{d]

Article IX, Section 8 shall apply to Councillors,
their Alternates, and Associates, and to any other
person entitled to attend a meeting of the Council.

(e

For the purposes of (b} and 3 (b) above, an agree-
ment under Article XII, Section 3 (i) (ii) by a
member, or by a member that is a participant, shall
entitle a Councillor to vote and cast the number of
votes allotted to the member.

6. The first sentence of Article XII, Section 2 (a) shall be
deemed to include a reference to the Council.

Schedule E
Election of Executive Directors

1. The election of the elective Executive Directors shall
be by ballot of the Governors eligible to vote.

2. In balloting for the Executive Directors to be elected,
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 fifteen persons
receiving the greatest number of votes shall be Execu-
tive Directors, provided that no person who received
less than four percent of the total number of votes that
can be cast (eligible votes) shall be considered elected.

w

. When fifteen persons are not elected in the first ballot,
a second ballot shall be held in which there shall vote
only (a) those Governors who voted in the first ballot
for a person not elected, and (b) those Governors
whose votes for a person elected are deemed under 4
below to have raised the votes cast for that person
above nine percent of the eligible votes. If in the second
ballot there are more candidates than the number of
Executive Directors to be elected, the person who
received the lowest number of votes in the first ballot
shall be ineligible for election.

-~

. In determining whether the votes cast by a Governor
are to be deemed to have raised the total of any
person above nine percent of the eligible votes the
nine 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 nine
percent is reached.

5. Any Governor part of whose votes must be counted in
order to raise the total of any person above four
percent shall be considered as casting all of his votes
for such person even if the total votes for such person
thereby exceed nine percent,

6. If, after the second ballot, fifteen persons have not
been elected, further ballots shall be held on the same
principles until fifteen persons have been elected,
provided that after fourteen persons are elected, the
fifteenth may be elected by a simple majority of the
remaining votes and shall be deemed to have been
elected by all such votes.
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Schedule F
Designation

During the first basic period the rules for designation
shall be as follows:

(a) Participants subject to designation under Ar-
ticle XIX, Section 5 (a} (i) shall be designated for such
amounts as will promote over time equality in the
ratios of the participants' holdings of special drawing
rights in excess of their net cumulative allocations to
their official holdings of gold and foreign exchange.

(b) The formula to give effect to (a) above shall be such
that participants subject to designation shall be
designated:

{i) in proportion to their official holdings of gold and
foreign exchange when the ratios described in (a)
above are equal; and

(ii) in such manner as gradually to reduce the differ-
ence between the ratios described in {a) above
that are low and the ratios that are high.

Schedule G
Reconstitution

1. During the first basic period the rules for reconstitu-

tion shall be as follows:

(a) (i) A participant shall so use and reconstitute its
holdings of special drawing rights that, five
years after the first allocation and at the end
of each calendar quarter thereafter, the aver-
age of its total daily holdings of special draw-
ing rights over the most recent five-year
period will be not less than thirty percent of
the average of its daily net cumulative alloca-
tion of special drawing rights over the same
period.

(ii) Two years after the first allocation and at the

end of each calendar month thereafter the
Fund shall make calculations for each partici-
pant so as to ascertain whether and to what
extent the participant would need to acquire
special drawing rights between the date of the
calculation and the end of any five-year
period in order to comply with the require-
ment in (a) (i) above. The Fund shall adopt
regulations with respect to the bases on which
these calculations shall be made and with
Tespect to the timing of the designation of
participants under Article XIX, Section 5 (a)
(ii), in order to assist them to comply with the
requirement in (a) (i) above.
The Fund shall give special notice to a partici-
pant when the calculations under (a) (i)
above indicate that it is unlikely that the
participant will be able to comply with the
requirement in (a) (i) above unless it ceases to
use special drawing rights for the rest of the
period for which the calculation was made
under (a) (ii) above.

A participant that needs to acquire special

drawing rights to fulfill this obligation shall

be obligated and entitled to obtain them, for
currency acceptable to the Fund, in a transac-
tion with the Fund conducted through the

General Resources Account. If sufficient spe-

cial drawing rights to fulfill this obligation

cannot be obtained in this way, the partici-
pant shall be obligated and entitled to obtain

them with a freely usable currency from a

participant which the Fund shall specify.

{iii)

(iv)
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(b) Participants shall also pay due regard to the desir-
ability of pursuing over time a balanced relation-
ship between their holdings of special drawing
rights and their other reserves.

2. If a participant fails to comply with the rules for
reconstitution, the Fund shall determine whether or
not the circumstances justify suspension under Ar-
ticle XXIII, Section 2 (b).

Schedule H
Termination of participation

. If the obligation remaining after the set off under Ar-
ticle XXIV, Section 2 (b) is to the terminating partici-
pant and agreement on settlement between the Fund
and the terminating participant is not reached within
six months of the date of termination, the Fund shall
redeem this balance of special drawing rights in equal
half-yearly installments within a maximum of five
years of the date of termination. The Fund shall
redeem this balance as it may determine, either (a) by
the payment to the terminating participant of the
amounts provided by the remaining participants to the
Fund in accordance with Article XXIV, Section 5, or
(b) by permitting the terminating participant to use its
special drawing rights to obtain its own currency or a
freely usable currency from a participant specified by
the Fund, the General Resources Account, or any other
holder.

[

. If the obligation remaining after the set off under Ar-
ticle XXIV, Section 2 (b) is to the Fund and agreement
on settlement is not reached within six months of the
date of termination, the terminating participant shall
discharge this obligation in equal half-yearly install-
ments within three years of the date of termination or
within such longer period as may be fixed by the
Fund. The terminating participant shall discharge this
obligation, as the Fund may determine, either (a} by
the payment to the Fund of a freely usable currency,
or (b) by obtaining special drawing rights, in accord-
ance with Article XXIV, Section 6, from.the General
Resources Account or in agreement with a-participant
specified by the Fund or from any other holder, and
the setoff of these special drawing rights against the
installment due.

w

. Installments under either 1 or 2 above shall fall due
six months after the date of termination and at inter-
vals of six months thereafter. N

~

In the event of the Special Drawing Rights Department
going into liquidation under Article XXV within six
months of the date a participant terminates its partici-
pation, the settlement between the Fund and that
government shall be made in accordance with Ar-
ticle XXV and Schedule I.

Schedule I

Administration of liquidation
of the Special Drawing Rights Department

—

. In the event of liquidation of the Specidl Drawing
Rights Department, participants shall discharge their
obligations to the Fund in ten half-yearly installments,
or in such longer period as the Fund may decide is
needed, in a freely usable currency and the currencies
of participants holding special drawing rights to be
redeemed in any installment to the extent of such
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redemption, as determined by the Fund. The first
half-yearly payment shall be made six months after
the decision to liquidate the Special Drawing Rights
Department,

. If it is decided to liquidate the Fund within six months

of the date of the decision to liquidate the Special
Drawing Rights Department, the liquidation of the
Special Drawing Rights Department shall not proceed
until special drawing rights held in the General
Resources Account have been distributed in accord-
ance with the following rule:

After the distributions made under 2 (a) and (b) of
Schedule K, the Fund shall apportion its special draw-
ing rights held in the General Resources Account
among all members that are participants in proportion
to the amounts due to each participant after the
distribution under 2 (b). To determine the amount due
to each member for the purpose of apportioning the
remainder of its holdings of each currency under 2 (d)
of Schedule K, the Fund shall deduct the distribution
of special drawing rights made under this rule.

. With the amounts received under 1 above, the Fund

shall redeem special drawing rights held by holders in
the following manner and order:

(a) Special drawing rights held by governments that
have terminated their participation more than six
months before the date the Board of Governors
decides to liquidate the Special Drawing Rights
Department shall be redeemed in accordance with
the terms of any agreement under Article XXIV
or Schedule H.

Special drawing rights held by holders that are not
participants shall be redeemed before those held
by participants, and shall be redeemed in propor-
tion to the amount held by each holder.

The Fund shall determine the proportion of special
drawing rights held by each participant in relation
to its net cumulative allocation, The Fund shall
first redeem special drawing rights from the par-
ticipants with the highest proportion until this pro-
portion is reduced to that of the second highest
proportion; the Fund shall then redeem the special
drawing rights held by these participants in accord-
ance with their net cumulative allocations until
the proportions are reduced to that of the third
highest proportion; and this process shall be con-
tinued until the amount available for redemption is
exhausted.

®

(c)

Any amount that a participant will be entitied to
receive in redemption under 3 above shall be set off
against any amount to be paid under 1 above.

During liquidation the Fund shall pay interest on the
amount of special drawing rights held by holders, and
each participant shall pay charges on the net cumulat-
ive allocation of spzcial drawing rights to it less ‘he
amount of any payments made in accordance with 1
above. The rates of interest and charges and the time
of payment shall be determined by the Fund. Payments
of interest and charges shall be made in special draw-
ing rights to the extent possible. A participant that
does not hold sufficient special drawing rights to meet
any charges shall make the payment with a currency
specified by the Fund. Special drawing rights received
as charges in amounts needed for administrative ex-
penses shall not be used for the payment of interest,
but shall be transferred to the Fund and shall be
redeemed first and with the currencies used by the
Fund to meet its expenses.

‘While a participant is in default with respect to any
payment required by 1 or 5 above, no amounts shall be
paid to it in accordance with 3 or 5 above.
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1f after the final payments have been made to partici-
pants each participant not in default does not hold
special drawing rights in the same proportion to its net
cumulative allocation, those participants holding a
lower proportion shall purchase from those holding a
higher proportion such amounts in accordance with
arrangements made by the Fund as will make the
proportion of their holdings of special drawing rights
the same, Each participant in default shall pay to the
Fund its own currency in an amount equal to its
default, The Fund shall apportion this currency and
any residual claims among participants in proportion
to the amount of special drawing rights held by each
and these special drawing rights shall be cancelled.
The Fund shall then close the books of the Special
Drawing Rights Department and all of .the Fund's
liabilities arising from the allocations of special draw-
ing rights and the administration of the Special Draw-
ing Rights Department shall cease.

. Each participant whose currency is distributed to other

participants under this Schedule guarantees the unre-
stricted use of such currency at all times for the
purchase of goods or for payments of sums due to it or
to persons in its territories. Each participant so obli-
gated agrees to compensate other participants for any
loss resulting from the ditference between the value at
which the Fund distributed its currency under this
Schedule and the value realized by such participants
on disposal of its currency.

Schedule J

Settlement of accounts with members withdrawing

1.

L

w

The settlement of accounts with respect to the Gen-
eral Resource Account shall be made according to 1
to 6 of this Schedule. The Fund shall be obligated to
pay to a member withdrawing an amount equal to its
quota, plus any other amounts due to it from the
Fund, less any amounts due to the Fund, including
charges accruing after the date of its withdrawal; but
no payment shall be made until six months after the
date of withdrawal. Payments shall be made in the
currency of the withdrawing member, and for this
purpose the Fund may transfer to the General
Resources Account holdings of the member's cur-
tency in the Special Disbursement Account or in the
Investment Account in exchange for an equivalent
amount of the currencies of other members in the
General Resources Account selected by the Fund
with their concurrence.

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

. If the Fund fails to meet any instaliment which is due

in accordance with the preceding paragraphs, the
withdrawing member shall be entitled to require the
Fund to pay the installment in any currency held by
the Fund with the exception of any currency which
has been declared scarce under Article VII, Section 3.

4.
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If the Fund's holdings of the currency of a withdraw-
ing member exceed the amount due to it, and if
agreement on the method of settling accounts is not
reached within six months of the date of withdrawal,
the former member shall be obligated to redeem such
excess currency in a freely usable currency. Redemp-
tion shall be made at the rates at which the Fund
would sell such currencies at the time of withdrawal
from the Fund. The withdrawing member shall com-
plete redemption within five years of the date of
withdrawal, or within such longer period as may be
fixed by the Fund, but shall not be required to
redeem in any half-yearly period more than one-tenth
of the Fund's excess holdings of its currency at the
date of withdrawal plus further acquisitions of the
currency during such half-yearly period. If the with-
drawing member does not fulfill this obligation, the
Fund may in an orderly manner liquidate in any
market the amount of currency which should have
been redeemed.

. Any member desiring to obtain the currency of a

member which has withdrawn shall acquire it by
purchase from the Fund, to the extent that such
member has access to the general resources of the
Fund and that such currency is available under 4
above.

. The withdrawing member guarantees the unrestricted

use at all times of the currency disposed of under 4
and 5 above for the purchase of goods or for payment
of sums due to it or to persons within its territories. It
shall compensate the Fund for any loss resulting from
the difference between the value of its currency in
terms of the special drawing right on the date of
withdrawal and the value realized in terms of the
special drawing right by the Fund on disposal under 4
and 5 above.

. If the withdrawing member is indebted to the Fund as

the result of transactions conducted through the Spe-
cial Disbursement Account under -Article V, Sec-
tion 12 (f) (ii), the indebtedness shall be discharged in
accordance with the terms of the indebtedness.

If the Fund holds the withdrawing member's currency
in the Special Disbursement Account or in the Invest-
ment Account, the Fund may in an orderly manner
exchange in any market for the currencies of mem-
bers the amount of the currency of the withdrawing
member remaining in each account after use under 1
above, and the proceeds of the exchange of the
amount in each acéount shall be kept in that account.
Paragraph 5 above and the first sentence of 6 above
shall apply to the withdrawing member’s currency.

If the Fund holds obligations of the withdrawing
member in the Special Disbursement Account pur-
suant to Article V, Section 12 (h), or in the Invest-
ment Account, the Fund may hold them until the date
of maturity or dispose of them sooner. Paragraph 8
above shall apply to the proceeds of such disinvest-
ment,

In the event of the Fund going into liquidation under
Article XXVII, Section 2 within six months of the
date on which the member withdraws, the accounts
between the Fund and that government shall be
settled in accordance with Article XXVII, Section 2
and Schedule K.
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1.

~

3.

Schedule K
Administration of liquidation

In the event of liquidation the liabilities of the Fund

other than the repayment of subscriptions shall have

priority in the distribution of the assets of the Fund.

In meeting each such liability the Fund shall use its

assets in the following order:

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

(b) gold;

(c) all other currencies in proportion, so far as may
be practicable, to the quotas of the members.

. After the discharge of the Fund's liabilities in accord-

ance with 1 above, the balance of the Fund's assets
shall be distributed and apportioned as follows:

(@) (i) The Fund shall calculate the value of gold
held on August 31, 1975 that it continues to
hold on the date of the decision to liquidate,
The calculation shall be made in accordance
with 9 below and also' on the basis of one
special drawing right per 0.888 671 gram of

fine gold on the date of liquidation. Gold.

equivalent to the excess of the former value
over the latter shall be distributed to those
members that were members on August 31,
1975 in proportion to their quotas on that date.
The Fund shall distribute any assets held in
the Special Disbursement Account on the date
of the decision to liquidate to those members
that were members on August 31, 1975 in
proportion to their quotas on that date. Each
type of asset shall be distributed proportion-
ately to members.

(i)

The Fund shall distribute its remaining holdings
of gold among the members whose currencies are
held by the Fund in amounts less than their
quotas in the proportions, but not in excess, of the
amounts by which their quotas exceed the Fund's
holdings of their currencies.

(b)

(c

The Fund shall distribute to each member. one-half
the Fund's holdings of its currency but such
distribution shall not exceed fifty percent of its
quota,

(d) The Fund shall apportion the remainder of its
holdings of gold and each currency
(i) among all the members in proportion to, but
not in excess of the amounts due to each
member after the distributions under (b) and
(c) above, provided that distribution under
2 (a) above shall not be taken into account for
determining the amounts due, and
any excess holdings of gold and currency
among all the members in proportion to their
quotas.

(i)

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

. If a member has not reached agreement with the

Fund within the three-month period referred to in 3
above, the Fund shall yse the currencies of other
members apportioned to that member under 2 (d)
above to redeem the currency of that member appor-
tioned to other members. Each currency apportioned
to a member which has not reached agreement shall
be used, so far as possible, to redeem its currency
apportioned to the members which have made agree-
ments with the Fund under 3 above.

. If a member has reached agreement with the 'Fund in

accordance with 3 above, the Fund shall use the
currencies of other members apportioned- to that
member under 2 (d) above to redeem the currency of
that member apportioned to other members which
have made agreements with the Fund under 3 above,
Each amount so redeemed shall be redeemed in the
currency of the member to which it was apportioned.

. After carrying out the steps in the preceding para-

graphs, the Fund shall pay to each member the
remaining currencies held for its account.

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

. Each member whose currency has been distribpted to

other members under 6 above guarantees the unre-
stricted use of such currency at all times for the
purchase of goods or for payment of sums due to it or
to persons in its territories. Each member so obligated
agrees to comp te other bers for any loss
resulting from the difference between the value of its
currency in terms of the special drawing right on the
date of the decision to liquidate the Fund and the
value in terms of the special drawing right realized
by such members on disposal of its currency.

The Fund shall determine the value of gold under this
Schedule on the basis of prices in the market.

For the purposes of this Schedule, quotas shall be
deemed to have been increased to the full extent to
which they could have been increased in accordance
with Article III, Section 2 (b) of this Agreement.”



2. Articles of Agreement of the International Bank
for Reconstruction and Development (World Bank)
July 22, 1944

BGBL. 1952 11, 664
(2 U.N.T.S. 39, 134; 606 U.N.T.S. 295)

The Goverments on whose behalf the present Agreement
is signed agree as follows:

INTRODUCTORY ARTICLE

The International Bank for Reconstruction and Development
is established und shall operate in accordance with the follow-
ing provisions:

ARTICLE 1

Purposes

The purposes of the Bank are:

(i) To assist in the reconstruction and development of terri-
tories of members by facilitating the investment of capital
for productive purposes, including the restoration of eco-
nomies destroyed or disrupted by war, the reconversion
of productive facihties to peacetime needs and the en-
couragement of the development of productive facilities
and resources in less developed countries.

tiij To promote private foreign investment by means of
guarantees or participations in loans and other invest-
ments made by private investors; and when private
capital is not available on reasonable terms, to supple-
ment private investment by providing, on suitable con-
ditions, finance for productive purposes out of its own
capital funds raised by it and its other resources,

(iii) To promote the long-range balanced growth of inter-
national trade and the maintenance of equilibrium in
balances of payments by encouraging international invest-
ment for the development of the productive resources of
members, thereby assisting in raising productivity, the
standard of living and conditions of labor in their ter-
ritories.

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

(iv)

(v)

To conduct its operations with due regard to the effect
of international investment on business conditions in the
territories of members and, in the immediate postwar
years, to assist in bringing about a smooth transition
from a wartime to a peacetime economy.

The Bank shall be quided in all its decisions by the purposes
set forth above.

ARTICLE II

Membership in and capital of the Bank
Section 1. Membership
(a) The original members of the Bank shall be those mem-
bers of the International Monetary Fund which accept member-

ship in the Bank before the date specified in Article XI, Section
2le).

{b) Membership shall be open to other members of thev

Fund, at such times and in accordance with such terms as may
be prescribed by the Bank
Section 2. Authorized capital

{a) The authorized capital stock of the Bank shall be
$10,000.000,000, in terms of United States dollars of the weight
and fineness in effect on July 1, 1944. The capital stock shall be
divided into 100,000 shares having a par value of $100,000 each.
which shall be available for subscription only by members.

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

Section 3. Subscription of shares

(a) Each member shall subscribe shares of the capital stock
of the Bank. The minimum number of shares to be subscribed
by the original members shall be those set forth in Schedule A.

The minimum number of shares to be subscribed by other
members shall be determined by the Bank, which shall reserve
a sufficient portion of its capital stack for subscription by such
members.

(b) The Bank shall prescribe rules laying down the con-
ditions under which members may subscribe shares of the
authorized capital stodk of the Bank in addition to their mini-
mum subscriptions.

(c) If the authorized capital stock of the Bank is increased,
each member shall have a reasonable opportunity to subscribe,
under such conditions as the Bank shall decide, a proportion of
the increase of stock equivalent to the proportion which its
stock theretofore subscribed bears to the total capital stock
of the Bank, but no member shall be obligated to subscribe
any part of the increased capital.

Section 4. Issue price of shares
Shares included in the minimum subscriptions of original
members shall be issued at par. Other shares shall be issued at

par unless the Bank by a majority of the total voting power
decides in special circumstances to issue them on other terms.

Section 5. Division and calls of subscribed capital

The subscription of each member shall be divided into two
parts as follows:

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

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

Calls on unpaid subscriptions shall be uniform on all shares.

Section 6. Limitation on liability
Liability on shares shall be limited to the unpaid portion of
the issue price of the shares.

Section 7. Method of payment of subscriptions for shares

Payment of subscriptions for shares shall be made in gold

or United States dollars and in the currencies of the members
as follows:

(i) under Section 5 (i} of this Article, two percent of the
price of each share shall be payable in gold or United
States dollars, and, when calls are made, the remaining
eighteen percent shall be paid in the currency of the
member;

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

(lii) when a member makes payments in any currency under
(i) and (ii) above. such payments shall be made in amounts
equal in value to the member's liability under the call.
This liability shall be a proportionate part of the sub-
scribed capital stock of the Bank as authorized and
defined in Section 2 of this Article.

Section 8. Time of payment of subscriptions

(a) The two percent payable on each share in gold or United

States dollars under Section 7 (i) of this Article, shall be paid

within sixty days of the date on which the Bank begins opera-

tions, provided that

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

(i) an original member who cannot make such a payment
because it has not recovered possession of its gold
Teserves which are still seized or immobilized as a result
of the war may postpone all payment until such date as
the Bank shall decide.

(b} The remainder of the price of each share payable under

Section 7 (i) of this Article shall be paid as and when called

by the Bank, provided that
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@) the Bank shall, within one year of its beginning opera-
tions, call not less than eight percent of the price of the
share in addition to the payment of two percent referred
to in (a} above;

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

Section 9. Maintenance of value of certain currency holdings
of the Bank

(a) Whenever (i) the par value of a member's currency is
reduced, or (ii) the foreign exchange value of a member's
currency has, in the opinion of the Bank, depreciated to a
significant extent within that member’s territories, the member
shall pay to the Bank within a reasonable time an additional
amount of its own currency sufficient to maintain the value, as
of the. time of initial subscription, of the amount of the
currency of such member which is held by the Bank and derived
from currency originally paid in to the Bank by the member
under Article II, Section 7 (i}, from currency referred to in
Article 1V, Section 2 (b), or from any additional currency
furnished under the provisions of the present paragraph, and
which has not been repurchased by the member for gold or for
the currency of any ber which is ptable to the Bank.

(b) Whenever the par value of a member's currency is

Increased, the Bank shall return to such member within a

ble time an of that ber’s currency equal to

the increase in the value of the amount of such currency
described in (a) above

(c) The provisions of the preceding paragraphs may be
waived by the Bank when a uniform proportionate change in
the par values of the currencies of all its members is made by
the International Monetary Fund,

Section 10. Restriction on disposal of shares

Shares shall not be pledged or ed In any
whatever and they shall be transferable only to the Bank,

ARTICLE IIT
General provisions relating to loans and guarantees

Section 1. Use of resources

(a) The resources and the facilities of the Bank shall be
used exclusively for the benefit of members with equitable con-
sideration to projects for development and projects for recon-
struction alike,

(b) For the purpose of facilitating the restoration and re-
construction of the economy of s whose metropolit.
territories have suffered great devastation from enemy occupa-
tion or hostilities, the Bank, in determining the conditions and
terms of loans made to such members, shall pay special regard
to lightening the financial burden and expediting the comple-
tion of such restoration and reconstruction,

Section 2. Dealings between members and the Bank

Each member shall deal with the Bank only through its
Treasury, central bank stabilization fund or other similar fiscal
agency, and the Bank shall deal with members only by or
through the same agencies.

Limitations on guaranlees and borrowings of the
an
The total amount outstanding of quarantees, participations
in loans and direct loans made by the Bank shall not be in-
creased at any time, if by such increase the total would exceed
one hundred percent of the unimpaired subscribed capital, re-
serves and surplus of the Bank.

Section 3.

Section 4. Conditions on which the Bank may guaranlee or
make loans
The Bank may quarantee, participate in, or make loans to
any member or any poltical sub-division thereof and any busi-
ness, industrial, and agricultural enterprise in the territories
of a member, subject to the following conditions:

() When the member in whose territories the project is
located is not itself the borrower, the member or the
central bank or some comparable agency of the mem-
ber which is acceptable to the Bank, fully guarantees
the repayment of the principal and the payment of
interest and other charges on the loan.

@) The Bank is satisfied that in the prevailing market con-
dititons the borrower would be unable otherwise to obtain
the loan under conditions which in the opinion of the
Bank are reasonable for the borrower.
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(lii) A competent committee, as provided for in Article V.,
Section 7, has submitted a written report recommend-
ing the project after a careful study of the merits of the

proposal.

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

(v) In making or guaranteeing a loan, the Bank shall pay
due reqard to the prospects tbat the borrower, and, if
the borrower is not a member, that the guarantor, will
be in position to meet its obligations under the loan;
and the Bank shall act prudently in the interests both
of the particular member in whose territories the pro-
ject is located and of the members as a whole,

In guaranteeing a loan *made by other investors, the
Bank receives suitable compensation for its risk.
Loans made or guaranteed by the Bank shall, except
in special circumstances, be for the purpose of specific
projects of reconstruction or development,

fiv)

{vi)

(wii)

Section 5. Use of loans guaranteed, participated in or made
by the Bank

(a) The Bank shall impose no conditions that the proceeds
of a loan shall be -spent in the territories of any particular
member or members.

{b) The Bank shall make arrangements to ensure that the
proceeds of any loan are used only for the purposes for which
the loan was granted, with due attention to considerations of
economy and efficiency and without regard to political or
other non- ic infl or iderations,

(c) In the case of loans made by the Bank, it shall open an
account in the name of the borrower and the amount of the loan
shall be credited to this account in the currency or currencies in
whieh the loan is made. The borrower shall be permitted by the
Bank to draw on this account only to meet expenses in connec-
tion with the project as they are actually incurred.

ARTICLE IV

Operations

Section 1. Methods of making or facilitating loans

(a) The Bank may make or facilitate loans which satisfy
the general conditions of Article III in any of the following
ways:

(i) By making or participating in direct loans out of its own
funds corresponding to its unimpaired paid-up capital and
surplus and, subject to Section 6 of this Article, to its
reserves,

(i) By making or participating in direct loans out of funds
raised in the market of a member, or otherwise borrowed
by the Bank,

{lit) By guaranteeing in whole or in part loans made by

private investors through the usual investment channels.

(b) The Bank may borrow funds under (a) (ii} above or
guarantee loans under (a! {iiil above only with the approval ol
the member in whose markers the funds are raised and the
member in whose currency the loan is denominated, and only
if those members agree that the proceeds may be exchanged
for the currency of any other member without restriction,

Section 2. Avalilability and transferability of currencies

(a) Currencies paid into the Bank under Article II, Sec-
tion 7 (i), shall be loaned only with the approval in each case
of the member whose currency is involved; provided, how-
ever, that if necessary, after the Bank's subscribed capital has
been entirely called, such currencies shall, without restriction
by the members whose currencies are offered, be used ot
exchanged for the currencies required to meet contractual
payments of interest, other charges or amortization on the
Bank's own borrowings. or to meet the Bank's liabilities with
respect to such contractual payments on loans guaranteed by
the Bank.

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

fc) Currencies received by the Bank from borrowers or guar-
antors in payment on account of principal of direct loans made
by the Bank under Section 1 (a] {li} of this Article, shall be held
and used, without restriction by the members, to make amorti-
zation payments, or to anticipate payment of or repurchase part
or all of the Bank’s own obligations.

{d) All other currencies available to the Bank, including those
raised in the market or otherwise borrowed under Section 1 (a)
(ii) of this Article, those obtained by the sale of gold, those re-
ceived as payments of interest and other charges for direct
loans made under Sections 1 {a) (i) and (ii), and those received
as payments of commisions and other charges under Sec-
tion 1 fa) (iii), shall be used or exchanged for other currencies
or gold required in the operations of the Bank without restric-
tion by the members whose currencies are offered.

{e} Currencies raised in the markets of members by borrow-
ers on loans guaranteed by the Bank under Section 1 (a) (1i1)
of this Article, shall also be used or exchanged for other
currencies without restriction by such members.

Section 3. Provision of currencles for direct loans

The following provisions shall apply to direct loans under
Sections 1 (a) (i) and (ii} of this Article:

{a) The Bank shall furnish the borrower with such currencies
of members, other than the member in whose territories the
project is located, as are needed by the borrower for expendi-
tures to be made in the territories of such other members to
carry out the purposes of the loan.

{b) The Bank may, in exceptional circumstances when local
currency required for the purposes of the loan cannot be
raised by the borrower on reasonable terms, provide the
borrower as part of the loan with an appropriate amount of
that currency.

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

(d) The Bank may, in exceptional circumstances, at the
tequest of a member in whose territories a portion of the loan
is spent, repurchase with gold or foreign exchange a part of
that member's currency thus spent but in no case shall the
part so repurchased exceed the amount by which the expendi-
ture of the loan in those territories gives rise to an increased
need for foreign exchange.

Section 4. Payment provisions for direct loans

Loan contracts under Section 1 (a) (i) or (ii) of this Article
shall be made in accordance with the following payment
provisions:

(a} The terms and conditions of interest and amortization
payments, maturity and dates of payment of each loan shall be
determined by the Bank. The Bank shall also determine the
rate and any other terms and conditions of commission to be
charged in connection with such loan.

In the case of loans made under Section 1 (a) (ii) of this
Article during the first ten years of the Bank's operations, this
rate of commission shall be not less than ome percent per
annum and not greater than one and one-half percent per
annum, and shall be ch d on the ding portion of
any such loan. At the end of this period of ten years, the rate
of may be reduced by the Bank with respect both
to the outstanding portions of loans already made and to
future loans, if the reserves accumulated by the Bank under
Section € of this Article and out of other earnings are con-
sidered by it sufficient to justify a reduction. In the case of
future loans the Bank shall also have discretion to increase
the rate of commission beyond the above limit, if experience
indicates that an increase is advisable.

(b) All loan contracts shall stipulate the currency or curren-
cies in which payments under the contract shall be made to
the Bank. At the option of the borrower, however, such pay-
ments may be made in-gold, or subject to the agreement of
the Bank, in the currency of a member other than that pre-
scribed in the contract.
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(i) In the case of loans made under Section 1 (a) (i) of this
Article, the loan. contracts shall provide that payments
to the Bank of interest, other charges and amortization
shall be made in the currency loaned, unless the member
whose currency is loaned agrees that such payments shall
be made in some other specified currency or currencies.
These payments, subject to the provisions of Article II,
Section 9 (c), shall be equivalent to the value of such
contractual payments at the time the loans were made,
in terms of a currency specified for the purpose by the
Bank by a three-fourth majority of the total voting power.

(1i} In the case of loans made under Section 1 {a) (ii) of this
Article, the total amount outstanding and payable to the
Bank in any one currency shall at no time exceed the
total amount of the outstanding borrowings made by the
Bank under Section 1 (a) (i) and payable in the same
currency.

(c) If a member suffers from an acute exchange stringency,
so that the service of any loan contracted by that member or
guaranteed by it or by one of its agencies cannot be provided
in the stipulated manner, the member concerned may apply to
the Bank for a relaxation of the conditions of payment, If the
Bank is satisfied that some relaxation is in the interests of the
particular member and of the operations of the Bank and of
its members as a whole, it may take action under either, or
both, of the following paragraphs with respect to the whole,
or part, of the annual service:

#) The Bank may, in its discretion, make arrangements with
the member concerned to accept service payments on
the loan in the member's currency for periods not to exceed
three years upon appropriate ‘terms regarding the use of
such currency and the ma.ntenance of its foreign exchange
value; and for the repurchase of such currency on
appropriate terms.

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

Section 5. Guarantees

(a) In guaranteeing a loan placed through the usual invest-
ment channels, the Bank shall charge a guarantee commission
payable periodically on the amount of the loan outstandihg at
a rate determined by the Bank. During the first ten years of the
Bank's operations, this rate shall be not less than one percent
per annum and not greater than one and one-half percent per
annum. At the end of this period of ten years, the rate of
commission may be reduced by the Bank with respect both to
the outstanding portions of loans already guaranteed and to fu-
ture loans if the reserves accumulated by the Bank under Sec-
tion 6 of this Article and out of other earnings are considered
by it sufficient to justify a reduction. In the case of future
loans the Bank shall also have discretion to increase the rate
of commission beyond the above limit, if experience indicates
that an increase is advisable.

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

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

(dj The Bank shall have power to determine any other
terms and conditions of the guarantee.

Section 6. Special reserve

The amount of commissions received by the Bank under
Sections 4 and 5 of this Article shall be set aside as a special
reserve which shall be kept available for meeting liabilities of
the Bank in accordance with Section 7 of this Article. The
special reserve shall be held in such liquid form, permitted
unter this Agreement, as the Executive Directors may decide.

Section 7. Methods of meeling liabilities of the Bank in case
of defaults
In cases of default on loans made, participated in, or guaran-
teed by the Bank:

(a) The Bank shall make such arrangements as may be
feasible to adjust the obligations under the loans, including
arrangements under or analogous to those provided in Sec-
tion 4 {c) of this Article.

(b} The payments in discharge*of the Bank's liabilities on
botrowings or quarantees under Section 1 (a) (ii} und (iii) of
this Article shall be charged:

(1} tirst, against the special reserve provided in Section 6
of this Article.
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(i) then, to the extent necessary and at the discretion of
the Bank, against the other reserves, surplus and capital
available to the Bank.

{c) Whenever necessary to meet contractual payments of
Interest, other charges or amortization on the Bank's own bor-
rowings, or to meet the Bank's liabilities with respect to similar
payments on loans quaranteed by it, the Bank may call an
appropriate amount of the unpaid subscriptions of members in
accordance with Article 11, Sections 5 and 7. Moreover, if it
believes that a default may be of long duration, the Bank may
call an additional amount of such unpaid subscriptions not to
exceed in any one year one percent of the total subscriptions
of the members for the following purposes:

{1) To redeem prior to maturity, or otherwise discharge its
liability on, all or part of the outstanding principal of
any loan guaranteed by it in respect of which the debtor
is in default.

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

Section 8. Miscellaneous operations

In addition to the operations specified elsewhere in this

Agreement, the Bank shall have the power:

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

(ii) To guarantee securities in which it has invested for the
purpose of facilitating their sale.

(i) To borrow the currency of any member with the approval
of that member.

{ivi To buy and sell such other securities as the Directors
by a three-fourths majority of the total voting power may
deem proper for the investment of all or part of the
special reserve under Section 6 of this Article,

In exercising the powers conferred by this Section, the Bank
may deal with any person, partnership, association, corporation
or other legal entity in the territories of any rember.

Section 9. Warning to be placed on securities

Every security guaranteed or issued by the Bank shall bear
on its face a conspicuous statement to the effect that it is not
an obligation of any government unless expressly stated on the
security.

Section 10. Political activity prohibited

The Bank and its officers shall not interfere in the political
affairs of any member; nor shall they be influenced in their decis-
ions by the political character of the member or members con-
cerned. Only economic considerations shall be relevant to their
decisions, and these considerations shail be weighed impartially
in order to achieve the purposes stated in Article I.

ARTICLE V

Organization and g

Section 1. Structure of the Bank

The Bank shall have a Board of Governors, Executive Direc-
tors, a President and such other officers and staff to perform such
duties as the Bank may determine,

Section 2. Board of Governors

{a) All the powers of the Bank shall be vested in the Board
of Governors consisting of one governor and one alternate ap-
pointed by each member in such manner as it may determine.
Each governor and each alternate shall serve for }'we years, sub-
ject to the pleasure of the member appointing him, and may be
reappointed. No alternate may vote except in the absence of
his principal. The Board shall select one of the governors as
Chairman,

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

(i) Admit new members and determine the conditions of

their admission;

(i) Increase or decrease the capital stock;

(iii) Suspend a member;
(iv) Decide appeals from interpretations of this Agreement
given by the Executive Directors;

(v) Make arrangements to cooperate with other International

organizations (other than informal arrangements of a
temporary and administrative character);
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(vi} Decide to suspend permanently the operations of the
Bank and to distribute its assets;

(vi} Determine the distribution of the net income of the Bank.

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

(d) A quorum 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) The Board of Governors may by regulation establish
a procedure whereby the Executive Directors, when they deem
such action to be in the best interests of the Bank, may obtain a
vote of the Governors on a specific question without calling a
meeting of the Board,

(ft The Board of Governors, and the Executive Directors to
the extent authorized, may adopt such rules and regulations
as may be necessary or appropriate to conduct the business of
the Bank,

(g) Governors and alternates shall serve as such withnut

-compensation from the Bank, but the Bank shall pay them rea-

sonable expenses incurred in attending meetings,

(h) The Board of Governors shall determine the remunera-
tion to be paid to the Executive Directors and the salary and
terms of the contract of service of the President,

Section 3. Voting
(a) Each member shall have two hundred fifty votes plus
one additional vote for each share of stock held.

(b) Except as otherwise specifically provided, all mafters
before the Bank shall be decided by a majority of the votes cast.

Section 4. Executive Directors

(a} The Executive Directors shall be responsible for the
of the general op it of the Bank, and for this pur-
pose, shall exercise all the powers delegated to them by the

Board of Governors.

{b} There shall be twelve Executive Directors, who need not
be governors, and of whom:

(i} five shall be appointed, one by each of the five members
having the largest number of shares;

(if) seven shall be elected according to Schedule B by all the
Governors other than those appointed by the five mem-
bers referred to in (i} above.

For the purpose of this paragraph, “members® means govern-

ments of countries whose names are set forth in Schedule A, whe-

ther they are original bers or b s in accord-
ance with Article II, Section 1 {b). When governments of other

countries become members, the Board of Governors may, by a

four-fifths majority of the total voting power, increase the total

number of directors by increasing the number of directors to
be elected.

Executive directors shall be appointed or elected every two
years.

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

(d; Directors shall continue in office until their successors
are appointed or elected. If the office of an elected director be-
comes vacant more than ninety days before the end of his term.
another director shall be elected for the remainder of the term
by the governors who elected the former director. A majority of
the votes cast shall be required for election. While the office re-
mains vacant, the alternate of the former director shall exercise
his powers, except that of appointing an alternate.

{e} The Executive Directors shall function in continuous
session at the principal office of the Bank and shall meet as
often as the business of the Bank may require,

(fi A quorum for any meeting of the Executive Directors
shall be a majority of the Directors, exercising not less than
one-half of the total voting power.

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

{h) The Board of Governors shall adopt requlations under
which a member not entitled to appoint a director under (b)
above may send a representative to attend any meeting of the
Executive Directors when a request made by, or a matter parti-
cularly affecting, that member is under consideration.
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(i) The Executive Directors may appoint such committees
as they deem advisable. Membership of such committees need
not be limited to governors or directors or their alternates.

Section 5. President and staff

{a) The Executive Directors shall select a President who
shall not be a governor or an executive director or an alternate
for either. The President shall be Chairman of the Executive
Directors, but shall have no vote except a deciding vote in case
of an equal division. He may participate in meetings of the Board
of Governors, but shall not vote at such meetings. The Presi-
dent shall cease to hold office when the Executive Directors
so decide.

{b) The President shall be chief of the operating staff of the
Bank_ and shall conduct, under the direction of the Executive
Directors, the ordinary business of the Bank. Subject to the
general control of the Executive Directors, he shall be respon-
sible for the organization, appointment and dismi of the
officers and staff.

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

{d) In appointing the officers and staff the President shall,
subject to the paramount importance of securing the highest
standards of efficiency and of technical competence, pay due
regard to the importance of recruiting personnel on as wide a
geographical basis as possible,

Section 6. Advisory Council

(a) There shall be an Advisory Council of not less than
seven persons selected by the Board of Governors including rep-
resentatives of banking, commercial, industrial, labor. and aqri-
cultural interests, and with as wide a national representation
as possible. In those fields where specialized international
or izati exist, the b of the Council representative
of those fields shall be selected in agreement with such organi-
zations. The Council shall advise the Bank on matters of
general policy. The Council shall meet annually and on such
other occasions as the Bank may request.

(b) Councillors shall serve for two years and may be reap-
pointed. They shall be paid their reasonable expenses incurred
on behalf of the Bank.

Section 7. Loan Committees

The committees required to report on loans under Article
111, Section 4, shall be appointed by the Bank. Each such com-
mittee shall include an expert selected by the governor repre-
senting the member in whose territories the project is located and
one or more members of the technical staff of the Bank,

Section 8. Relationship fo other international organizations

{a) The Bank, within the terms of this Agreement, shall
cooperate with any general international organization and with
public international organizations having specialized responsi-
bilities in related fields. Any arrangements for such cooperation
which would involve a modification of any provision of this
Agreement may be affected only after amendment to this
Agreement under Article VIIL

(b) In making decisions on applications for loans or guaran-
tees relating to matters directly within the competence of any
international organization of the types specified in the prece-
ding paragraph and participated in primarily by members of
the Bank, the Bank shall give consideration to the views and
recommendations of such organization.

Section 9. Location of offices
(@) The principal office of the Bank shall be located in the
territorv of the member holding the qreatest number of shares.

{b) The Bank may establish agencies or branch offices in
the territories of any member of the Bank.
Section 10. Reglona! offices and councils

(a) The Bank may establish regional offices and determine
!};;a_ location of, and the areas to be covered by, each regional
office

(b} Each regional office shall be advised by a regional

council representative of the entire area and selected in such
manner as the Bank may decide,

Section 11. Depositories

(a) _Ead: member shall designate its central bank as a
depository for all the Bank's holdings of its currency or, if it
has no central bank, it shall designate such other institution as
may be acceptable to the Bank
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(b) The Bank may hold other assets, including gold, in
depositories designated by the five members having the largest
number of shares and in such other designated depositories as
the Bank may select. Imitially, at least one-half of the gold
holdings of the Bank shall be held in the depository designated
by the member in whose terntory the Bank' has its principal
office, and at least forty percent shall be held in the deposi-
tories designated by the r g four b referred to
above, each of such depasitories to hold, initially, not less than
the amount of gold paid on the shares of the member designa-
ting it. However, all transfers of gold by the Bank shall be
made with due regard to the costs of transport and anticipated
Tequirements of the Bank. In an emergency the Executive Di-
rectors may transfer all or any part of the Bank's gold holdings
to-any place where they can be adequately protected.

Section 12. Form of holdings of currency

The Bank shall accept from any member, in place of any
part of the member's currency, paid in to the Bank under Ar-
ticle 11, Section 7 (f), or to meet amortization payments on loans
made with such currency, and not needed by the Bank in its
operations,- notes or similar obligations issued by the Govern-
ment of the ber or the d itory desi ty such
member, which shall be non-negotiable, non-interest-bearing
and payable at their par value on demand by credit to the
account of the Bank in the designated depository.

Section 13. Publication of reports and provision of Information

{a) The Bank shall publish an annual report containing an

dited of its and shall circulate to mem-
bers at intervals of three months or less a summary statement
of its financial position and a profit and loss statement show-
ing the results of its operations.

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

(c) Copies of all reports, statements and publications made
under this section shal! be distributed to members,

Section 14, Allocation of net income

(a) The Board of Govemors shall determine annually what
part of the Bank's net income, after making provision for re-
serves, shall be allocated to surplus and what part, if any, shall
be distributed.

bl If any part is distributed, up to two percent non-cum-
ultative snall be paid, as a first charge against the distribution
for any vear, to each member on the basis of the average amount
of the loans outstanding during the year made under Article IV,
Section 1 (a} (1), out of currency corresponding to its subscrip-
tion Tf two percent is paid as a first charge. any balance remain-
ing to be distributed shall be paid to all members in proportion
to their shares Payments to each member shall be made in its
own currency, or if that currency is not available in other cur-
rency acceptable to the member If such payments are made in
currencies other than the member's own currency, the transfer
of the currency and its use by the receiving member after pay-
ment shall be without restriction by the members.

ARTICLE VI

Withdrawal and pension of bership
Suspension of operations

Section 1. Right of members to withdraw

Any member may withdraw from the Bank at any time by
transmitting a notice. in writing to the Bank at its principal
office. Withdrawal shall become effective on the date suc
notice is received.

Section 2. Suspension of membership

If a member fails to fulfill any of its obligations to the Bank,
the Bank may suspend its bership by decision of a majority
of the Govemnors, exercising a majority of the total voting
power. The ber so ded shall au tically cease to
be a member one year from the date of its suspension unless
a decision is taken by the same majority to restore the mem-
ber to good standing.

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

Section 3. C of bership In International M 4
Pund

Any member which ceases to be a member of the Interna-

tional Monetary Fund shall automatically cease after three

months to be a member of the Bank unless the Bank by three-

fourths of the total voting power has agreed to allow it to
remain a member.
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Section 4. Settlement of accounts with governments ceasing

to be members

(a) When a government ceases to be a member, it shall
remain liable for its direct obligations to the Bank and for its
contingent liabilities to the Bank so long as any part of the
loans or guarantees contracted before it ceased to be a member
are outstanding; but it shall cease to incur liabilities with
respect to loans and guarantees entered into thereafter by the
gani and to share either in the income or the expenses of the

ank.

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

(c) The payment for shares repurchased by the Bank under
this section shall be governed by the following conditions:

(i} Any amount due to the government for its shares shall
be withheld so long as the government, its central bank
or any of its agencies remains liable, as borrower or
guarantor, to the Bank and such amount may, at the
option of the Bank, be applied on any such liability as
it matures. No amount shall be withheld on account
of the liability of the government resulting from its sub-
scription for shares under Article II, Section § (ii). In any
event, no amount due to a member for its shares shall
be paid until six months after the date upon which the
government ceases to be a member.

(i) Payments for shares may be made from time to time,
upon their surrender by the government, to the extent
by which the amount due as the repurchase price in (b)
above exceeds the aggregate of liabilities on loans and
guarantees in (c) (i) above until the former member has
Teceived the full repurchase price.

@ii) Payments shall be made in the currency of the country
receiving payment or at the option of the -Bank in gold.

(lv) If losses are sustained by the Bank on any guarantees,
participations in loans or loans which were outstand-
ing on the date when the government ceased to be a
member, and the amount of such losses exceeds the
amount of the .reserve provided against losses on the
date when the government ceased to be a member,
such government shall be obligated to repay upon de-
mand the amount by which- the repurchase price of its
shares would have been reduced, if the losses had been
taken into account when the repurchase price was de-
termined. In addition, the former member government
shall remain liable an any call for unpaid subscriptions
under Article II, Section 5 (ii), to the extent that it
would have been required to respond if the impairment
of capital had occurred and the call had been made at
the time the repurchase price of its shares was deter-
mined

(d) It the Bank suspends permanently its operations under
Section 5 (b} of this Article within six months of the date upon
which any government ceases to be a member, all rights of such
government shall be determined by the provisions of Section §
of this Article.

Suspension of operations and setllement of
nbligations

(@) In an emergency the Executive Directors may suspend
temporarily operations in respect of new loans and guarantees
pending an opportunity for further consideration and action by
the Board of Governors

Section §.

(b) The Bank may suspend permanently its operations in
respect of new loans and guarantees by vote of a majority of
the Governors, exercising a majority of the total voting power.
After such suspension of operations the Bank shall forthwith
cease all activities, except those incident to the orderly
reatization, conservation, and preservation of its assets and
settlement of its obligations.

(ci The liability of all members for uncalled subscriptions
to the capital stock of the Bank and in respect of the depreciation
of their own cwrencies shall continue until all claims of
creditors. inctuding alt contingent claims, shall have been
discharged

(d) All creditors holding direct claims shall be paid out of
the assets of the Bank, and then out of payments to the Bank on
calls on unpaid subscriptions Before making any payments to
creditors holding direct claims the Executive Directors shall
make such arrang as are 1y, in their jud
to insure a distribution to holders of contingent claims ratably
with creditors holding direct claims.
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(e} No distribution shall be made to members on account
of their subscriptions to the capital stock of the Bank until

(i) all liabilities to creditors have been discharged or provided
for. and

(ii) a majorily of the Governors, exercising a majority of
the total voting power, have decided to make a distri-
bution

{fy After a decision to make a distribution has been taken

under (e) above, the Executive Directors may by a two-thirds

majority vote make successive distributions of the assets of the

Bank to members until all of the assets have been distributed.

This distribution shall be subject to the prior settlement of all

outstanding claims of the Bank against each member.

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

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

(i) There shall be paid to each member in its own obliga-
tions or those of its official agencies or legal entities
within its territories, insofar as they are available for
distribution, an amount equivalent in value to its pro-
portionate share of the total amount to be distributed.

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

(iii) Any balance due to a member after payment has been
made under (i) and (ii) above shall be paid in gold or
currency acceptable to the member, insofar as they are
held by the Bank, up to an amount equivalent in value
to such balance

{iv) Anv remaining sssets held by the Bank after payments
have been made to members under (i), (li}, and (iii}
above shall be distributed pro rate among the members.

) Any member receiving assets distributed by the Bank
in accordance with {h) above, shall enjoy the same rights with.
ll;espec! to such assets as the Bank enjoyed prior to their distri-

ution.

ARTICLE VII

Status,. immunities and privileges

Section 1. Purposes of Article

To enable the Bank to fulfill the functions with whidh it s
entrusted, the status, immunities and privileges set forth in this
Article shall be accorded to the Bank in the territories of each
member.

Section 2. Status of the Bank
The Bank shall possess full juridical personality, and, in par-
ticular, the capacity:
(i) to contract;
(ii} to acquire and dispose of immovable and movable prop-
erty;
(iii) to institute legal proceedings.
Section 3. Position of the Bank with regard to judicial process

Actions may be brought against the Bank only in a court of
competent jurisdiction in the territories of a member in which
the Bank has an office, has appointed an agent for the purpose
of accepting service or notice of process. or has issued or
guaranteed securities No actions shall, however, be brought
by members or persons acting for or deriving claims from mem-
bers. The property and assets of the Bank shall. wheresoever
located and by whomsoever held, be immune from all forms
of seizure, attachment or execution before the delivery of final
judgment against the Bank.

Section 4. Immunity of assels irom seizure
Property. and assets of the Bank, wherever located a.n'd'by
whomsoever 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 Bank shall be inviolable.
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Section 6. Freedom of assels from restrictions

To the extent necessary to carry out the operations provided
for in this Agreement and subject to the provisions of this
Agreement , all property and assets of the Bank shall be free from
restrictions, regulations, controls and moratoria of any nature.

Section 7. Privilege for communications

The official communications of the Bank shall be accorded
by each member the same treatment that it accords to the
official ications of other bers.

Section 8.

Immunities and privileges of officers and employees

All governors, executive directors, alternates, officers and
employees of the Bank
(i) shall be immune from legal process with respect to acts
performed by them in their official capacity except when
the Bank waives this immunity;

(i) not being local nationals, shall be accorded the same
immunities from immigration restrictions, alien regis-
tration requirements and national service obligations
and the same facilities as regards exchange restrictions
as are accorded by b to the rep ives,
officials, and employees of comparable rank of other
members;
shall be granted the same treatment in respect of trav-
elling facilities as is accorded by members to represen-
tatives. officials and employees of comparable rank of
other members.
Section 9. Immunities from taxation

(@) The Bank. its assets, property, income and its opera-
tions and transactions authorized by this Agreement, shall be
immune from all taxation and from all customs duties. The
Bank shall also be immune from liability for the collection or
payment of any tax or duly.

(iid}

{b) No tax shall be levied on or in respect of salaries and.

emoluments paid by the Bank to executive directors, alternates,
officials or employees ot the Bank who are not local citizens,
local subjects, or other local nationals.

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

(i) which discriminates against such obligation or security
solely because it is issued by the Bank; or

(i) if the sole jurisdictional basis for such taxation is the
place or currency in which it is issued, made payable or
paid, or the location of any office or place of business
maintained by the Bank.

{d) No taxation of any kind shall be levied on any obliga-
tion or security guaranteed by the Bank (including any dividend
or interest thereon) by whomsoever held—

(i} which discriminates against such obligation or security
solely because it is guaranteed by the Bank; or

(i) if the sole jurisdictional basis for such taxation is the
location of any office or place of business maintained
by the Bank.

Section 10. Application of Article

Each member shall take such action as is necessary in its
own territories for the purpose of making effective in terms of
its own law the principles set forth in this Article and shall
inform the Bank of the detailed action which it has taken.

ARTICLE VIII

Amendments

(a) Any proposal to introduce modifications in this Agree-
ment whether emanating from a member, a governor or the
Executive Directors, shall be communicated to the Chairman of
the Board of Governors who shall bring the proposal before
the Board If the proposed amendment 1s approved by the Board
the Bank shall, by circular letter or telegram, ask all b
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(i) the right to withdraw from the Bank provided in Article
VI, Section 1:

(if) the right secured by Article II, Section 3 (ch

@ii) the limitation on liability provided in Article II, Section 6.

(c) Amendments shall enter into force for all members three
months after the date of the formal communication unless a
shorter period is specified in the circular letter or telegram.

ARTICLE IX

Interpretation

{a) Any question of interpretation of the provisions of this
Agreement -arising between any member and the Bank or
between any members of the Bank shall be submitted to the
Executive Directors for their decision. If the question parti-
cularly affects any member not entitled to appoint an executive
director, it shall be entitled to represenlation in accordance
with Article V, Section 4 (h).

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

{c) Whenever a disagreement arises between the Bank and
a country which has ceased to be a member, or between the
Bank and any member during the permanent suspension of the
Bank, such disagreement shall be submitted to arbitration by a
tribunal of three arbitrators, one appointed by the Bank, another
by the country involved and an umpire who, unless the parties
olherwise agree, shall be appointed by the President of the
Permanent Court of International Justice or such other authority
as may have been prescribed by regulation adopted by the
Bank. The umpire shall have full power to settle all questions
of procedure in any case where the parties are in disagreement
with respect thereto.

ARTICLE X

Approval deemed given

Whenever the approval of any member is required before
any act may be done by the Bank, except in Article VIII,
approval shall be deemed to have been given unless the mem-
ber presents an objection within such reasonable period as the
Bank may fix in notifying the member of the proposed act.

ARTICLE XI

Final provisions

Section 1. Entry into force

This Agreement shall enter into force when it has been signed
on behalf of governments whose minimum subscriptions comprise
not less than sixty-five percent of the total subscriptions setforth
in Schedule A and when the instruments referred to in Section
2 (a) of this Article have been deposited on their behall, but in
no event shall this Agreement enter into force before May 1, 1945,

Section 2. Signature

{a) Each government on whose behalf this Agreement 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 a member of the Bank
as from the date of the deposit on its behalf of the instrument
referred to in (a) above, except that no government shall

s
whether they accept the propased amendment. When three-fifths
of the members, having four-fifths of the total voting power,
have accepted the proposed amendments, the Bank shall certify
the fact by formal communication addressed to all members.

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

a ber before this Agreement enters into force
under Section 1 of this Article,

(c) The Government of the United States of America shall
inform the governmenis of all countries whose namens are set
forth in Schedule A, and all governments whose membership is
approved in accordance with Articie II, Section 1 (b), of all
signatures of this Agreement and of the deposit of all instru-
ments referred to in (a) above.
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(d) At the time this Agreement is signed on its behalf, each
government shall transmit to the Government of the United
States ~f America one one-hundredth of one percent of the
price of each share in gold or United States dollars for the
purpose of meeting administrative expenses of the Bank. This
payment shall be credited on account of the payment to be
made in accordance with Article II, Section 8 (a). The Govern-
ment of the United States of America shall hold such funds in
a special deposit account and shall transmit them to the Board
of Governors of the Bank when the initial meeting has been
called unde;. Section 3 of this Article. If this Agreement has
not come into force by December 31, 1945, the Government of
the United States of America shall return such funds to the
governments that transmitted them,

(e) This Agreemeht 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,

(fi 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 accordance with Article II,
Section 1 (b).

(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 protec-
tion, suzerainty, or authority and all territories in respect of
which thev exercise a mandate,

(h) In the case of governments whose metropolitan terri-
tories have been under enemy occupation, the deposit of the
{nstrument referred to in (a) above may be delayed until one
hundred and eighty days after the date on which these terri-
tories have been liberated. If, however, it is not deposited by
any such governmen: before the expiration of this period, the
signature affixed on behalf of that government shall become
void and the portion of its subscripticn 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.
Section 3. Inauguration of the Bank

{a) As soon as this Agreement enters into force under
Section 1 of this Articl., each member shall appoint a governor
and the member to whom the largest number of shares is allo-
cated in Schedule A shall call the first meeting of the Board of
Governors.

(b) At the first meeting of the Board of Governors, arrange-
ments snall be made for the selection of provisional executive
directors. The governments of the five countries. to which the
largest number of shares are allocated in Schedule A, shall
appoint provisional cxecutive directors. If one or more of such
governments have not become members, the executive director-
ships which they would be entitled to fill shall remain vacant
until they b:come Members, or until January 1, 1946, whichever
is the earlier. Seven provisional executive directors shall be
elected in accordance with the provisions of Schedule B and
shall remain in office until the date of the first regular election
of executive directors which shall be held as soon as practi-
cable after January 1, 1946,

(c) The Board of Governors may delegate to the provisional
executive directors any powers except those which may not be
delerated to the Executive Directors.

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

DOME at Washington, in a single copy which shall remain
deposited in the archives of the Government of the
United States of America, which shall transmit certified
copies to all governments whose names are set forth in
Schedule A and to all governments whose membership 1s
approved in accordance with Article II, Section 1 (b).
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SCHEDULE A
Subscriptions
(millions of dollars)

Australia 200 India 400
Belgium 225 Iran 24
Bolivia 7 fraq 6
Brazil 105 Liberia 0.5
Canada 325 Luxembourg 10
Chile s Mexico 65
China 600 Netherlands 275
Colombia 35 New Zealand 50
Costa Rica 2 Nicaragua 0.8
Cuba 35 Norway 50
Czechoslovakia 125 Panama 0.2
Denmark °) Paraguay 0.8
Dominican Republic 2 Peru 17.5
Ecuador 32 Philippine Commonwealth 15
Egypt 40 Poland 125
El Salvador 1 Union of Soutb Africa 100
Ethiopia 3 Union of Soviet Sacialist
France 450 Republics 1200
Greece 25 United Kingdom 1300
Guatemala 2 United States 3175
Haiti 2 Uruguay 10.5
Honduras 1 Venezuela 10.5
Iceland 1 Yugoslavia 40

Total 9100

) The quota of Denmark shall be determined by the Bank after Denmark
accepts membership in accordance with these Articles of Agreement.

SCHEDULE B
Election of executive directors

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

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

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

4. In determining whether the votes cast by a governor
are to be deemed to have raised the total of any person above
fifteen percent of the eligible votes. the fifteen percent shall
be deemed to include, first, the votes of the governor casting
the largest number of votes for such person, then lhe votes
of the governor casting the nex! largest number. and so on
until fifteen percent is reached.

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

6. If, after the second ballot, seven persons have not been
elected, further ballots shall be held on the same principles
until seven persons have been elected. provided that after six
persons are elected. the seventh may be elected by a simple
majority of the remaining votes and shall be deemed to have
been elected by all such votes,



3. Articles of Agreement of the International Development
Association (IDA)
January 26, 1960

BGBL. 1960 11, 2138
(439 U.N.T.S. 249)

THE GOVERNMENTS on whose behalf this Agreement
is signed,

CONSIDERING:

That mutual cooperation for constructive economic
purposes, healthy development of the world economy
and balanced growth of international trade foster inter-
national relationships conducive to the maintenance of
peace and world prosperity;

That an acceleration of economic development which
will promote higher standards of living and economic
and social progress in the less-developed countries is
desirable not only in the interests of those countries but
also in the interests of the international community as a
whole;

That achievement of these objectives would be facili-
tated by an increase in the international flow of capital,
public and private, to assist in the development of the
resources of the less-developed countries,

DO HEREBY AGREE AS FOLLOWS:

Introductory Article

The International Development Association (hereinafter
called “the Association®) is established and shall operate
in accordance with the following provisions:

Article I
Purposes

The purposes of the Association are to promote eco-
nomic development, increase productivity and thus raise
standards of living in the less-developed areas of the
world included within the Association’s membership, in
particular by providing finance to meet their important
developmental requirements on terms which are more
flexible and bear less heavily on the balance of pay-
ments than those of conventional loans, thereby further-
ing the developmental objectives of the International
Bank for Reconstruction and Development (hereinafter
called “the Bank") and supplementing its activities.

The Association shall be guided in all its decisions
by the provisions of this Article.

Article II
Membership; Initial Subscriptions

Section 1
Membership

(a) The original members of the Association shall be
those members of the Bank listed in Schedule A hereto

which, on or before the date specified in Article XI,
Section 2 (c), accept membership in the Association.

(b) Membership shall be open to other members of the
Bank at such times and in accordance with such terms
as the Association may determine.

Section 2
Initial Subscriptions

(@) Upon accepting membership, each member shall
subscribe funds in the amount assigned to it. Such
subscriptions are herein referred to as initial subscrip-
{ions.

{b) The initial subscription assigned to each original
member shall be in the amount set forth opposite its
name in Schedule A, expressed in terms of United States
dollars of the weight and fineness in' effect on January 1,
1960,

(c) Ten percent of the initial subscription of each
original member shall be payable in gold or freely con-
vertible currency as follows: fifty percent within thirty
days after the date on which the Association shall begin
operations pursuant to Article XI, Section 4, or on the
date on which the original member becomes a member,
whichever shall be later; twelve and one-half percent
one year after the beginning of operations of the
Association; and twelve and one-half percent each year
thereafter at annual intervals until the ten percent por-
tion of the initial subscription shall have been paid in full.

(d) The remaining ninety percent of the initial sub-
scription of each original member shall be payable in
gold or freely convertible currency in the case of mem-
bers listed in Part I of Schedule A, and in the currency
of the subscribing member in the case of members listed
in Part II of Schedule A. This ninety percent portion of
initial subscriptions of original members shall be payable
in five equal annual instalments as follows: the first
such instalment within thirty days after the date on
which the Association shall begin operations pursuant
to Article XI, Section 4, or on the date on which the
original member becomes a member, whichever shall be
later; the second instalment one year after the beginning
of operations of the Association, and succeeding instal-
ments each year thereafter at annual intervals until the
ninety percent portion of the initial subscription shall
have been paid in full.

(e) The Association shall accept from any member, in
place of any part of the member's currency paid in or
payable by the member under the preceding subsec-
tion {d) or under Section 2 of Article IV and not needed
by the Association in its operations, notes or similar
obligations issued by the government of the member
or the depository d ted by such ber, which
shall be non-negotiable, non-interest-bearing and payable
at their par value on demand to the account of the
Association in the designated depository.

(f) For the purposes of this Agreement the Association
shall regard as “freely convertible currency”;
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(i) currency of a member which the Association
determines, after consultation with the Inter-
national Monetary Fund, is adequately con-
vertible into the currencies of other members
for the purposes of the Association’s opera-
tions; or

(ii) currency of a member which such member
agrees, on terms satisfactory to the Association,
to exchange for the currencies of other mem-
bers for the purposes of the Association’s
operations.

(9) Except as the Association may otherwise agree,
each member listed in Part I of Schedule A shall main-
tain, in respect of its currency paid in by it as freely
convertible currency pursuant to subsection (d) of this
Section, the same convertibility as existed at the time
of payment.

(h) The conditions on which the initial subscriptions
of members other than original members may be made,
and the amounts and the terms of payment thereof, shall
be determined by the Association pursuant to Section
1 (b) of this Article.

Section 3
Limitation on Liability

No member shall be liable, by reason of its member-
ship, for obligations of the Association.

Atrticle III
Additions to Resources

Section 1
Additional Subscriptions

(a) The Association shall at such time as it deems
appropriate in the light of the schedule for completion of
payments on initial subscriptions of original members,
and at intervals of approximately five years thereafter,
treview the adequacy of its resources and, if it deems
desirable, shall authorize a general increase in sub-
scriptions. Notwithstanding the foregoing, general or
individual increases in subscriptions may be authorized
at any time, provided that an individual increase shall
be considered only at the request of the member in-
volved. Subscriptions pursuant to this Section are herein
referred to as additional subscriptions.

(b) Subject to the provisions of paragraph (c) below,
when additional subscriptions are authorized, the amounts
authorized for subscription and the terms and conditions
relating thereto shall be as determined by the Association.

{c) When any additional subscription is authorized,
each member shall be given an opportunity to subscribe,
under such conditions as shall be reasonably determined
by the Association, an amount which will enable it to
maintain its relative voting power, but no member shall
be obligated to subscribe.

(d) All decisions under this Section shall be made by
a two-thirds majority of the total voting power.

Section 2

Supplementary Resources Provided by a Member
in the Currency of Another Member

(a) The Association may enter into arrangements, on
such terms and conditions consistent with the provisions
of this Agreement as may be agreed uponm, to receive
from any member, in addition to the amounts payable
by such member on account of its initial or any ad-
ditional subscription, supplementary resources in the
currency of another member, provided that the As-
sociation shall not enter into any such arrangement un-
less the Association is satisfied that the member whose
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currency is involved agrees to the use of such currency
as supplementary resources and to the terms and con-
ditions governing such use. The arrangements under
which any such resources are received may include pro-
visions regarding the disposition of earnings on the re-
sources and regarding the disposition of the resources in
the event that the member providing them ceases to be
a member or the Association permanently suspends its
operations.

(b) The Association shall deliver to the contributing
member a Special Development Certificate setting forth
the amount and currency of the resources so contributed
and the terms and conditions of the arrangement relating
to such resources. A Special Development Certificate
shall not carry any voting rights and shall be trans-
ferable only to the Association,

{c) Nothing in this Section shall preclude the Asso-
ciation from accepting resources from a member in its
own currency on such terms as may be agreed upon.

Article IV
Currencies

Section 1
Use of Currencies

(a) Currency of any member listed in PartIl of Sched-
ule A, whether or not freely convertible, received by the
Association pursuant to Article II, Section 2 (d), in pay-
ment of the ninety percent portion payable thereunder
in the currency of such member, and currency of such
member derived therefrom as principal, interest or other
charges, may be used by the Association for administra-
tive expenses incurred by the Association in the terri-
tories of such member and, insofar as consistent with
sound monetary policies, in payment for goods and
services produced in the territories of such member and
required for projects financed by the Association and
located in such territories; and in addition when and to
the extent justified by the economic and financial sit-
uation of the member concerned as detegmined by
agreement between the member and the Association,
such currency shall be freely convertible or otherwise
usable for prqjects financed- by the Association and
located outside the territories of the member,

(b) The usability of currencies received by the Asso-
ciation in payment of subcriptions other than initial sub-
scriptions of original members, and currencies derived
therefrom as principal, interest or other charges, shall
be governed by the terms and conditions on which such
subscriptions are authorized.

(c} The usability of currencies received by the As-
sociation as supplementary resources other than sub-
scriptions, and currencies derived therefrom as principal,
interest or other charges, shall be governed by the terms
of the arrangements pursuant to which such currencies
are received.

(d} All other currencies received by the Association
may be freely used and exchanged by the Association
and shall not be subject to any restriction by the member
whose currency is used or exchanged; provided that the
foregoing shall not preclude the Association from en-
tering into any arrangements with the member in whose
territories any project financed by the Association is
located restricting the use by the Association of such
member's currency received as principal, interest or
other charges in connection with such financing.

(e) The Association shall take appropriate steps to
ensure that, over reasonable intervals of time, the por-
tions of the subscriptions paid under Article II, Section
2 (d) by members listed in Part I of Schedule A shall be
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used by the Association on an approximately pro rata
basis, provided, however, that such portions of such
subscriptions as are paid in gold or in a currency other
than that of the subscribing member may be used more
rapidly.

Section 2
Maintenance of Value of Currency Holdings

{a} Whenever the par value of a member's currency
is reduced or the foreign exchange value of a member's
currency has, in the opinion of the Association, de-
preciated to a significant extent within that member's
territories, the member shall pay to the Association
within a reasonable time an additional amount of its own
currency sufficient to maintain the value, as of the time
of subscription, of the amount of the currency of such
member paid in to the Association by the member under
Article II, Section 2 (d}, and currency furnished under
the provisions of the present paragraph, whether or not
such currency is held in the form of notes accepted pur-
suant to Article II, Section 2 (e}, provided, however,
that the foregoing shall apply only so long as and to the

extent that such currency shall not have been initially-

disbursed or exchanged for the currency of another
member.

(b) Whenever the par value of a member's currency
is increased, or the foreign exchange value of a mem-
ber's currency has, in the opinion of the Association,
appreciated to a significant extent within that member's
territories, the Association shall return to such member
within a reasonable time an amount of that member's
currency equal to the increase in the value of the
amount of such currency to which the prov1swns of
paragraph (a) of this Section are applicable.

(c) The provisions of the preceding paragraphs may
be waived by the Association when a uniform propor-
tionate change in the par value of the currencies of all
iFts members is. made by the International Monetary

und.

(d) Amounts furnished under the provisions of para-
graph (a) of this Section to maintain the value of any
currency shall be convertible and usable to the same
extent as such currency.

Article V
Operations

Section 1
. Use of Resources and Conditions of Financing
(a) The Association shall provide financing to further
development in the less-developed areas of the world
included within the Association’'s membership.

(b) Financing provided by the Association shall be for
purposes which in the opinion of the Association are of
high developmental priority in the light of the needs of
the area or areas concerned and, except in special
circumstances, shall be for specific projects.

(c) The Association shall not provide financing if in
its opinion such financing is available from private
sources on terms which are reasonable for the récipient
or could be provided by a loan of the type made by the
Bank.

{d) The Association shall not provide financing except
upon the recommendation of a competent committee,
made after a careful study of the merits of the proposal.
Each such committee _shall be appointed by the As-
sociation and shall include a nominee of the Governor or
Governors representing the membet or members in
whose territories the project under consideration is
located and one or more members of the technical staff
of the Association. The requirement that the committee
include the nominee of a Governor or Governors shall
not apply in the case of financing provided to a public
international or regional organization.
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(e) The Association shall not provide financing for any
project if the member in whose territories the project
is located objects to such financing, except that it shall
not be necessary for the Association to assure itself that
individual members do not object in the case of financ-
ing provided to a public international or regional or
ganization.

(f) The Association shall impose no conditions that
the proceeds of its financing shall be spent in the terri-
tories of any particular member or members. The fore-
going shall not preclude the Association from complying
with any restrictions on the use of funds imposed in
accordance with the provisions of these Articles, in-
cluding restrictions attached to supplementary resources
pursuant to agreement between the Association and the
contributor.

(@) The Association shall make arrangements to en-
sure that the proceeds of any financing are used only
for the purposes for which the financing was provided,
with due attention to considerations of economy, effi-
ciency and competitive international trade and without
regard to political or other non-economic influences or
considerations.

(h) Funds to be provided under any financing operation’
shall be made available. to the recipient only to meet
expenses in connection with the project as they are
actually incurred.

Section 2
Form and Terms of Financing

(a) Financing by the Association shall take the form
of loans. The Association may, however, provide other
financing, either

(i) out of funds subscribed pursuant to Article III,
Section 1, and funds derived therefrom as prin-
cipal, interest or other charges, if the author-
ization for such subscriptions expressly provides
for sudch financing;
or

(ii) in special circumstances, out of supplementary
resources furnished to the Association, and
funds derived therefrom as principal, interest
or other charges, if the arrangements under
which such resources are furnished expressly
authorize such financing.

(b) Subject to the foregoing paragraph, the Association
may provide financing in such forms and on such terms
as it may deem appropriate, having regard to the
economic position and prospects of the area or areas
concerned and to the nature and requirements of the
project.

(c) The Association may provide financing to a mem-
ber, the government of a territory included within the
Association's membership, a political subdivision of any
of the foregoing, a public or private entity in the
territories of a member or members, or to a public inter-
national or regional organization.

(d) In the case of a loan to an entity other than a
member, the Association may, in its discretion, require
a suitable governmental or other guarantee or guaran-
tees.

(e) The Association, in special cases, may make
foreign exchange available for local expenditures.

Section 3
Modifications of Terms of Financing

The Association may, when and to the extent it deems
appropriate in the light of all relevant circumstances,
including the financial and economic situation and
prospecls of the member concerned, and on such con-
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ditions as it may determine, agree to a relaxation or other
modification of the terms on which any of its financing
shall have been provided.

Sectlon 4

Cooperation with Other Internatioral Organizations
and Members Providing Development Assistance

The Association shall cooperate with those public
international organizations and members which provide
financial and technical assistance to the less-developed
areas of the world.

Section 5
Miscellaneous Operations

In addition to the operations specified elsewhere in
this Agreement, the Association may:

(i) borrow funds with the approval of the member
in whose currency the loan is denominated;

(ii) guarantee securities in which it has invested in
order to facilitate their sale;

(iii) buy and sell securities it has issued or guaran-
teed or in which it has invested;

(iv) in special cases, guarantee loans from other
sources for purposes not inconsistent with the
provisions of these Articles;

(v) provide technical assistance and advisory serv-
ices at the request of a member; and

(vi) exercise such other powers incidental to its
operations as shall be necessary or desirable in
furtherance of its purposes.

Section 6
Political Activity Prohibited

The Association and its officers shall not interfere in
the political affairs of any member, nor shall they be in-
fluenced in their decisions by the political character of
the member or members concerned. Only economic con-
siderations shall be relevant to their decisions, and these
considerations shall be weighed impartially in order to
achieve the purposes stated in this Agreement.

Article VI
Organization and Management

Section 1
Structure of the Association

The Association shall have a Board of Governors, Exec-
utive Directors, a President and such other officers and
staff to perform such duties as the Association may
determine,

Section 2
Board of Governors

(a) All the powers of the Association shall be vested
in the Board of Governors.

(b) Each Governor and Alternate Governor of the
Bank appointed by a member of the Bank which is also
a member of the Association shall ex officio be a Gover-
nor and Alternate Governor, respectively, of the Asso-
ciation. No Alternate Governor may vote except in the
absence of his principal. The Chairman of the Board of
Governors of the Bank shall ex officio be Chairman of
the Board of Governors of the Association except that
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if the Chairman of the Board of Governors of the Bank
shall represent a state which is not a member of the
Association, then the Board of Governors shall select
one of the Governors as Chairman of the Board of Gov-
ernors. Any Governor or Alternate Governor shall cease
to hold office if the member by which he was appointed
shall cease to be a member of the Association.

(c) The Board of Governors may delegate to the Exec-
utive Directors authority to exercise any of its powers,
except the power to:

(i) admit new members and determine the con-
ditions of their admission;
(ii) authorize additional subscriptions and determine
the terms and conditions relating thereto;
(iii) suspend a member;
(iv) decide appeals from interpretations of this
Agreement given by the Executive Directors;

{v) make arrangements pursuant to Section 7 of
this Article to cooperate with other inter-
national organizations {other than informal ar-
rangements of a temporary and administrative
character);

(vi) decide to suspend permanently the operations
of the Association and to distribute its assets;

(vii} determine the distribution of the Association’s
net income pursuant to Section 12 of this Ar-
ticle; and

{viii) approve proposed amendments to this Agree-
ment.

(d) The Board of Governors shall hold an annual
meeting ,and such other meeting as may be provided
for by the Board of Governors or called by the Executive
Directors.

(e) The annual meeting of the Board of Governors
shall be held in conjunction with the annual meeting
of the Board of Governors of the Bank.

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

(g) The Association may by regulation establish a
procedure whereby the Executive Directors may obtain
a vote of the Governors on a specific question without
calling a meeting of the Board of Governors.

. (h) The Board of Governors, and the Executive Di-
rectors to the extent authorized, may adopt such rules
and regulations as may be necessary or appropriate to
conduct the business of the Association.

(i Governors and Alternate Governors shall serve as
such without compensation from the Association.

Section 3
Voting

(a) Each original member shall, in respect of its initial
subscription, have 500 votes plus one additional vote for
each $5,000 of its initial subscription. Subscriptions other
than initial subscriptions of original members shall carry
such voting rights as the Board of Governors shall de-
termine pursuant to the provisions of Article II,
Section 1 {b) or Article III, Section 1 (b) and (c), as the
case may be. Additions to resources other than sub-
scriptions under Article 1I, Section 1 (b) and additional
subscriptions under Article I1I, Section 1, shall not carry
voting rights.
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(b) Except as otherwise specifically provided, all
matters before the Association shall be decided by a
majority of the votes cast.

Section 4
Executive Directors

(a) The Executive Directors shall be responsible for
the conduct of the general operations of the Association,
and for this purpose shall exercise all the powers given
to them by this Agreement or delegated to them by the
Board of Governors.

(b) The Executive Directors of the Association shall
be composed ex officio of each Executive Director of the
Bank who shall have been (i) appointed by a member
of the Bank which is also a member of the Association,
or (ii) elected in an election in which the votes of at
least one member of the Bank which is also a member of
the Association shall have counted toward his election.
The Alternate to each such Executive Director of the
Bank shall ex officio be an Alternate Director of the
Association. Any Director shall cease to hold office if the
member by which he was appointed, or if all the mem-
bers whose votes counted toward his election, shall
cease to be members of the Association.

(c) Each Director who is an appointed Executive Di-
rector of the Bank shall be entitled tp cast the number
of votes which the member by which he was appointed is
entitled to cast in the Association. Each Director who is
an elected Executive Director of the Bank shall be en-
titled to cast the number of votes which the member or
members of the Association whose votes counted to-
ward his election in the Bank are entitled to cast in the
Association. All the votes which a Director is entitled to
cast shall be cast as a unit.

{d) An Alternate Diréctor shall have full power to
act in the absence of the Director who shall have ap-
pointed him. When a Director is present, his Alternate
may participate in meetings but shall not vote.

(e) A quorum for any meeting of the Executive Di-
rectors shall be a majority of the Directors exercising
not less than one-half of the total voting power.

(f) The Executive Directors shall meet as often as the
business of the Association may require.

(9) The Board of Governors shall adopt regulations
under which a member of the Association not entitled to
appoint an Executive Director of the Bank may send a
Tepresentative to attend any meeting of the Executive
Directors of the Association when a request made by,
or a matter particularly affecting, that member is under
consideration.

Section §
Prestdent and Staff

{a) The President of the Bank shall be ex officio Pres-
ident of the Association. The President shall be Chair-
man ‘of the Executive Directors of the Association but
shall have no vote except a deciding vote in case of an
equal division. He may participate in meetings of the
Board of Governors but shall not vote at such meetings.

(b} The President shall be chief of the operating staff
of the Association. Under the direction of the Executive
Directors he shall conduct the ordinary business of the
Association and under their general control shall be
responsible for the organization, appointment and dis-
missal of the officers and staff. To the extent practicable,
officers and staff of the Bank shall be appointed to serve
concurrently as officers and staff of the Association.

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

(d) In appointing officers and staff the President shall,
subject to the paramount importance of securing the
highest standards of efficiency and of technical compe-
tence, pay due regard to the importance of recruiting
personnel on as wide a geographical basis as possible.

Section 6
Relationship to the Bank

(a) The Association shall be an entity separate and
distinct from the Bank and the funds of the Association
shall be kept separate and apart from those of the Bank.
The Association shall not borrow from or lend to the
Bank, except that this shall not preclude the Association
from investing funds not needed in its financing oper-
ations in obligations of the Bank.

{b) The Association may make arrangements with the
Bank regarding facilities, personnel and servi: - Sl
rang for reimbur of administrative expenses
paid in the first instance by either organization on be-
half of the other.

{c) Nothing in this Agreement shall make the Asso-’
ciation liable for the acts or obligations of the Bank or
the Bank liable for the acts or obligations of the Asso-
ciation,

Section 7
Relations with Other International Organizations

The Association shall enter into formal arrangements
with the United Nations and may enter into such ar-
rangements with other public international organizations
having specialized responsibilities in related fields.

Section 8
Location of Offlces

The principal office of the Association shall be the
principal office of the Bank. The Association may estab-
lish other offices in the territories of any member.

Section 9
Depositorles

Each member shall designate its central bank as a
depository in which the Association may keep holdings
of such member's currency or other assets of the Asso-
ciation, or, if it has no central bank, it shall designate
for such purpose such other institution as may be ac-
ceptable to the Association. In the absence of any dif-
ferent designation, the depository designated for the
Bank shall be the depository for the Association.

Section 10
Ch 1 of C toati

Each member shall designate an appropriate authority
with whidh the Association may communicate in con-
nection with any matter arising under this Agreement.
In the absence of any different designation, the channel
of communication designated for the Bank shall be the
channel for the Association.

Section 11
Publication of Reports and Provision of Information

(a) The Association shall publish an annual report con-
taining an audited statement of its accounts and shall
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circulate to members at appropriate intervals a summary
statement of its financial position and of the results of
its operations.

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

(c) Copies of all reports, statements and publications
made under this Section shall be distributed to members.

Section 12
Disposition of Net Income

The Board of Governors shall determine from time to
time the disposition of the Association’s net income,
having due regard to provision for reserves and con-
tingencies.

Article VII

‘Withdrawal; Suspension of Membership;
Suspension of Operations

Section 1
‘Withdrawal by Members

Any member may withdraw from membership in the
Association at any time by transmitting a notice in
writing to the Association at its principal office. With-
drawal shall become effective upon the date such notice
is received.

Section 2
Suspension of Membership

(a) If a member fails to fulfill any of its obligations to
the Association, the Association may suspend its mem-
bership by decision of a'majority of the Governors, exer-
cising a majority of the total voting power. The member
so suspended shall automatically cease to be a member
one year from the date of its suspension unless a de-
cision is taken by the same majority to restore the mem-
ber to good standing.

(b) While under suspension, .2 member shall not be
entitled to exercise any rights under this Agreement
except the right of withdrawal, but shall remain subject
to all obligations.

Section 3
Suspension or Cessation of Membership in the Bank

Any member which is suspended from membership in,
or ceases to be a member of, the Bank shall automat-
ically be suspended from membership in, or cease to be
a member of, the Association, as the case may be.

Section 4

Rights and Dutles of Governments Ceasing
to be Members

(a) When a government ceases to be a member, it
shall have no rights under this Agreement except as
provided in this Section and in Article X (c), but .it
shall, except as in this Section otherwise provided,
remain liable for all financial obligations undertaken by
it to the Association, whether as a member, borrower,
guarantor or otherwise.

(b) When a government ceases to be a member, the
Association and the government shall proceed to a settle-
ment of accounts. As part of such settlement of accounts,
the Association and the government may agree on the
amounts to be paid to the government on account of its
subscription and on the time and currencies of payment.
The term “subscription” when used in relation to any

44

World-wide Economic Institutions

member government shall for the purposes of this Article
be deemed to include both the initial subscription and
any additional subscription of such member government.

{c) If no such agreement is reached within six months
from the date when the government ceased to be a mem-
ber, or such other time as may be agreed upon by the
Association and the government, the following provi-
sions shall apply:

(i) The government shall be relieved of any further
liability to the Association on account of its
subscription, except that the government shall
pay to the Association forthwith amounts due
and unpaid on the date when the government
ceased to be a member and which in the opinion
of the Association are needed by it to meet its
commitments as of that date under its financing
operations.

(ii} The Association shall return to the government
funds paid in by the government on account of
its subscription or derived therefrom as princi-
pal repayments and held by the Association on
the date when the government ceased to be a
member, except to the extent that in the opinion
of the Association such funds will be needed by
it to meet its commitments as of that date under
its firancing operations.

(iii) The Association shall pay over to the govern-
ment a pro rata share of all principal repay-
ments received by the Association after the date
on which the government ceases to be a member
on loans contracted prior thereto, except those
made out of supplementary resources provided
to the Association under arrangements speci-
fying special liquidation rights. Such share shall
be such proportion of the total.principal amount
of such loans as the total amount paid by the
government on account of its subscription and
not returned to it pursuant to clause (ii} above
shall bear to the total amount paid by all mem-
bers on account of their subscriptions which
shall have been used or in the opinion of the
Association will be needed by it to meet its
commitments under its financing operations as
of the date on which the government ceases to
be a member. Such payment by the Association
shall be made in instalments when and as such
principal repayments are received by the Asso-
ciation, but not more frequently than annually.
Such instalments shall be paid in the currencies
received by the Association except that the
Association may in its discretion make payment
in the currency of the government concerned.

(iv) Any amount due to the government on account
of its subscription may be withheld so long as
that government, or the government of any
territory included within its membership, or any
political subdivision or any agency of any of
the foregoing remains liable, as borrower or
guarantor, to the Association, and such amount
may, at the option of the Association, be applied
against any such liability as it matures.

(v) In no event shall the government receive under
this paragraph (c) an amount exceeding, in the
aggregate, the lesser of the two following: (a}
the amount paid by the government on account
of its subscription, or (b) such proportion of the
net assets of the Association, as shown on the
books of the Association as of the date on
which the government ceased to be a member,
as the amount of ils subscription shall bear to
the aggregate amount of the subscriptions of all
members.
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(vi) All calculations required hereunder shall be
made on such basis as shall be reasonably de-
termined by the Association.

{d) In no event shall any amount due to a government
under this Section be paid until six months after the
date upon which the government ceases to be a member.
If within six months of the date upon which any govern-
ment ceases to be a member the Association suspends
operations under Section 5 of this Article, all rights of
such government shall be determined by the provisions
of such Section 5 and such government shall be con-
sidered a member of the Association for purposes of such
Section §, except that it shall have no voting rights.

Section 5

Suspension of Operations and Settl t of Obligati

(a) The Association may permanently suspend its
operations by vote of a majority of the Governors exer-
cising & majority of the total voting power. After such
suspension of operations the Assoclation shall forthwith
cease all activities, except those incident to the orderly
realization, conservation and preservation of its assets
and settlement of its obligations. Until final settlement
of such obligations and distribution of such assets, the
Association shall remain in existence and all mutual
rights and obligations of the Association and its members
under this Agreement shall continue unimpaired, except
that no member shall be suspended or shall withdraw
and that no distribution shall be made to members ex-
cept as in this Section provided.

(b) No distribution shall be made to members on ac-
count of their subscriptions until all liabilities to
creditors shall have been discharged or provided for and
until the Board of Governors, by vote of a majority of
the Governors exercising a majority of the total voting
power, shall have decided to make such distribution.

{c) Subject to the foregoing, and to any special ar-
rangements for the disposition of supplementary re-
sources agreed upon in connection with the provision of
such resources to the Association, the Association shall
distribute its assets to members pro rata in proportion
to amounts paid in by them on account of their sub-
scriptions. Any distribution pursuant to the foregoing
provision of this paragraph (c)} shall be subject, in the
case of any member, to prior settlement of all out-
standing claims by the Association against such member,
Such distribution shall be made at such times, in such
currencies, and in cash or other assets as the Association
shall deem fair and equitable. Distribution to the several
members need not be uniform in respect of the type
of assets distributed or of the currencies in which they
are expressed.

{d) Any member receiving assets distributed by the
Association pursuant to this Section or Section 4 shall
enjoy the same rights with respect to such assets as the
Association enjoyed prior to their distribution.

Article VIII
Status, Immunities and Privileges

Section 1
Purposes of Article

To enable the Association to fulfill the functions with
which it is entrusted, the status, immunities and privi-
leges provided in this Article shall be accorded to the
Association in the territories of each member.

Section 2
Status of the Association

The Association shall possess full juridical personality
and, in particular, the capacity:
(i) to contract;
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(ii) to acquire and dispose of immovable and mov-
able property;
(iii) to institute legal proceedings.

Section 3

Position of the Association with Regard to
Judicial Process

Actions may be brought against the Association only
in a court of competent jurisdiction in the territories of
a member in which the Association has an office, has ap-
pointed an agent for the purpose of accepting service
or notice of process, or has issued or guaranteed secu-
rities. No actions shall, however, he brought by mem-
bers or persons acting for or deriving from members.
The property and assets of the Association shall, where-
soever located and by whomsoever held, be immune
from all forms of seizure, attachment or execution before
the delivery of final judgment against the Association.

Section 4
Immunity of Assets from Seizure

Property and assets of the Association, wherever lo-
cated and by whomsoever held, shall be immune from
search, requisition, confiscation, expropriation or any
other form of seizure by executive or legislative action.

Section §
Immunity of Archives
The archives of the Association shall be inviolable.

Section 6
Freedom of Assets from Restrictions

To the extent necessary to carry out the operations
provided for in this Agreement and subject to the pro-
visions of this Agreement, all property and assets of the
Association shall be free from restrictions, regulations,
controls and moratoria of any nature.

Section 7
Privilege for Communications

The official communications of the Association shall be
accorded by each member the same treatment that it
accords to the official communications of other members.

Section 8

Immunities and Privileges of Oificers and
Employees

All Governors, Executive Directors, Alternates, officers
and employees of the Association

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

(ii) not being local nationals, shall be accorded the
same immunities from immigration restrictions,
alien registration requirements and national
service obligations and the same facilities as
1egards exchange restrictions as are accorded
by members to the representatives, officials, and
employees of comparable rank of other mem-
bers;

(iti) shall be granted the same treatment in respect
of travelling facilities as is accorded by mem-
bers to representatives, officials and employees
of comparable rank of other members.
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Section 9
Immunities from Taxation

(a) The Association, its assets, property, income and
its operations and transactions authorized by this Agree-
ment, shall be immune from all taxation and from all
customs duties. The Association shall also be immune
from liability for the collection or payment of any tax
or duty.

(b) No tax shall be levied on or in respect of salaries
and emoluments paid by the Association to Executive
Directors, Alternates, officials or employees of the Asso-
ciation who are not local citizens, local subjects, or
other local nationals.

(c) No taxation of any kind shall be levied on any
obligation or security issued by the Association (in-
cluding any dividend or interest thereon) by whomso-
ever held

(i) which discriminates against such obligation or
security solely because it is issued by the Asso-
ciation; or

(ii) if the sole jurisdictional basis for such taxation
is the place or currency in which it is issued,
made payable or paid, or the location of any
office or place of business maintained by the
Association.

(d) No taxation of any kind shall be levied on any
obligation or security guaranteed by the Association
(including any dividend or interest thereon) by whomso-
ever held

(i) which discriminates against such obligation or
security solely because it is guaranteed by the
Association; or

(ii) if the sole jurisdictional basis for such taxation
is the location of any office or place of business
maintained by the Association.

Section 10
Application of Article

Each member shall take such action as is necessary
in its own territories for the purpose of making effective
in terms of its own law the principles set forth in this
Article and shall inform the Association of the detailed
action which it has taken.

Article IX
Amendments

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

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

(i) the right to withdraw from the Association
provided in Article VII, Section 1;
(ii) the right secured by Article III, Section 1 {(c);

(iii) the limitation on liability provided in Article II,
Section 3.
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{c) Amendments shall enter into force for all members
three months after the date of the formal communi-
cation unless a shorter period is specified in the circular
letter or telegram.

Article X
Interpretation and Arbitration

(@) Any question of interpretation of the provisions
of this Agreement arising between any member and the
Association or between any members of the Association
shall be submitted to the Executive Directors for their
decision. If the question particularly affects any -member
of the Association not entitled to appoint an Executive
Director of the Bank, it shall be entitled to represen-
tation in accordance with Article VI, Section 4 (g).

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

(c) Whenever a disagreement arises between the As-
sociation and a country which has ceased to be a mem-
ber, or between the Association and any member during
the permanent suspension of the Association, such dis-
agreement shall be submitted to arbitration by a tribunal
of three arbitrators, one appointed by the Association,
another by the country involved and an umpire who,
unless the parties otherwise agree, shall be appointed by
the President of the International Court of Justice or
such other authority as may have been prescribed by
regulation adopted by the Association. The umpire shall
have full power to settle all questions of procedure in
any case where the parties are in disagreement with
respect thereto.

Article XI
Final Provisions

Section 1
Entry into Force

This Agreement shall enter into force when it has
been signed on behalf of governments whose sub-
scriptions comprise not less than sixty-five percent of
the total subscriptions set forth in Schedule A and when
the instruments referred to in Section 2 (a) of this Ar-
ticle have been deposited on their behalf, but in no
event shall this Agreement enter into force before Sep-
tember 15, 1960.

Section 2
Signature

(a) Each government on whose behalf this Agreement
is signed shall deposit with the Bank an instrument
setting forth that it has accepted this Agreement in ac-
cordance 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 a member of the
Association as from the date of the deposit on its behalf
of the instrument referred to in paragraph (a) above
except that no government shall become a member be-
fore this Agreement enters into force under Section 1
of this Article.

(c) This Agreement shall remain open for signature
until the close of business on December 31, 1960, at the
principal office of the Bank, on behalf of the govern-
ments of the states whose names are set forth in Sched-
ule A, provided that, if this Agreement shall not have
entered into force by that date, the Executive Directors
of the Bank may extend the period during which this
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Agreement shall remain open for signature by not more
than six months.

(d) After this Agreement shall have entered into force,
it shall be open for signature on behalf of the govern-
ment of any state whose membership shall have been
approved pursuant to Article II, Section 1 (b).

Section 3
Territorial Application

By its signature of this Agreement, each government
accepts it both on its own behalf and in respect of all
territories for whose international relations such govern-
ment is responsible except those which are excluded by
such government by written notice to the Association.

Section 4

I tion of the Associati

(a) As soon as this Agreement enters into force under
Section 1 of this Article the President shall call a
meeting of the Executive Directors.

(b) The Association shall begin operations on the date
when such meeting is held.

(c) Pending the first meeling of the Board of Gov-
ernors, the Executive Directors may exercise all the
powers of the Board of Governors except those reserved
to the Board of Governors under this Agreement.

Section 5
Registration

The Bank is authorized to register this Agreement with
the Secretariat of the United Nations in accordance with
Article 102 of the Charter of the United Nations and the
Regulations thereunder adopted by the General As-
sembly.

DONE at Washington, in a single copy which shall re-
main deposited in the archives of the International Bank
for Reconstruction and Development, which has indicated
by its signature below its agreement to act as depository
of this Agreement, to register this Agreement with the
Secretariat of the United Nations and to notify all gov-
ernments whose names are set forth in Schedule A of the
date when this Agreement shall have entered into force
under Article XI, Section 1 hereof.

Schedule A

Initial Subscriptions
(US $ Millions)*

Part I

Australia .....coiiiiiiiiiiiiiens [ PN 20.18
Austria ces 5.04
Belgium .. ves 22.70
Canada 37.83
Denmark . 8.74
Finland .. ... 383
France ... ... 5296
Germany . 52.96
Italy .......... 18.16
Japan ......... eee 33.59
Luxembourg . vee 1.01
Netherlands . 27.74
Norway .. 6.72
Sweden ............ 10.09
Union of South Africa 10.09
United Kingdom ...... 131.14
United States ........ceeuivieneecenencncnenens 320.39

763.07

*) In terms of United States dollars of the weight and fineness in
effect of January 1. 1960.

Part I

Afghanistan .........coiiiaiia, Ceeerareaaneee
Argentina , .

Bolivia
Brazil ...
Burma
Ceylon
Chile
China ....
Colombia
Costa Rica .
Cuba
Dominican Republic .
Ecuador ......
El Salvador
Ethiopia ....
Ghana
Greece ..
Guatemala . .
Haiti
Honduras ..
Iceland
India
Indonesia ..
Iran
Iraq
Ireland
Israel .
Jordan
Korea ...
Lebanon ......oeviverrnennininirieninniionins
Libya ....
Malaya .
Mexico
Morocco ..
Nicaragua
Pakistan
Panama ........ociuiiiiiiieiinanas
Paraguay
Peru
Philippines ...
Saudi Arabia .
Spain
Sudan
Thailand
Tunisia
Turkey .............
United Arab Republic
Uruguay ...
Venezuela
Viet-Nam ..
Yugoslavia .
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4. Articles of Agreement of the International Finance
Corporation (IFC)
May 25, 1955

BGBI. 1956 11, 749
(264 U.N.T.S. 117; 439 U.N.T.S. 318; 563 U.N.T.S. 362)

The Governments on whose behalf this Agreement is
signed agree as follows:

Introductory Article

The International Finance Corporation (hereinafter
called the Corporation) is established and shall operate
in accordance with the following provisions:

ARTICLE I
Purpose

The purpose of the Corporation is to further economic
development by encouraging the growth of productive
private enterprise in member countries, particularly in
the less developed areas, thus supplementing the activ-
ities of the International Bank for Reconstruction and
Development (hereinafter called the Bank). In carrying
out this purpose, the Corporation shall:

(i) in association with private investors, assist In
financing the establishment, improvement and ex-
pansion of productive private enterprises which
would contribute to the development of its
member countries by making investments, without
guarantee of repayment by the member govern-
ment concerned, in cases where sufficient private
capital is not available on reasonable terms:

(ii) seek to bring together investment opportunities,
domestic and foreign private capital, and experi-
enced management; and

(iii) seek to stimulate, and to help create conditions
conducive to, the flow of private capital, domestic

and foreign, into productive investment in member
countries.

The Corporation shall be guided in all its decisions by
the provisions of this Article.

ARTICLE II
Membership and Capital

Section 1
Membership

(a) The original members of the Corporation shall be
those members of the Bank listed in Schedule A hereto
which shall, on or before the date specified in Article
IX, Section 2 (c), accept membership in the Corporation.

{b) Membersl;ip shall be open to other members of the
Bank at such times and in accordance with such terms
as may be prescribed by the Corporation,

Section 2
Capital Stock

(a) The_ authorized capital stodk of the Corporation
shall be $100,000,000, in terms of United States dollars.

(b) The authorized capital stock shall be divided into
100,000 shares having a par value of one thousand Unit-
ed States dollars each. Any such shares not initially sub-
scribed by original members shall be available for sub-

sequent subscription in accordance with Section 3(d) of
this Article.
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(c) The amount of capital stock at any time authorized
may be increased by the Board of Governors as follows:

(i) by a majority of the votes cast, in case such in-
crease is necessary for the purpose of issuing
shares of capital stock on initial subscription by
members other than original members, provided
that the aggregate of any increases authorized
pursuant to this subparagraph shall not exceed
10,000 shares;

{(ii} in any other case, by a three-fourths majority of
the total voting power.

(d) In case of an increase authorized pursuant to para-
graph (¢} (ii) above, each member shall have a reason-
able opportunity to subscribe, under such conditions as
the Corporation shall decide, to a proportion of the in-
crease of stod equivalent to the proportion which it
stock theretofore subscribed bears to the total capital
stock of the Corporation, but no member shall be obligat-
ed o subscribe to any part of the increased capital.

{e) Issuance of shares of stock, other than those sub-
scribed either on initial subscription or pursuant to para.
graph (d) above, shall require a three-fourths majority
of the tota) voting power.

(f) Shares of stock of the Corporation shall be
available for subscription only by, and shall be issuec
only to, members.

Section 3
Subscriptions

(a) Each original member shall subscribe to the numbes
of shares of stock set forth opposite its name fno
Schedule A. The number of shares of stock to be sub-
scribed by other members shall be determined by the
Corporation.

(b) Shares of stock inithally subscribed by original
members shall be issued at par.

(c) The initial subscription of each original member
shall be payable in full within 30 days after either the
date on which the Corporation shall begin operatinns
pursuant to Article IX, Section 3(b), or the date on
which such original member becomes a member, which-
ever shall be later, or at such date thereafter as the
Corporation shall determine. Payment shall be made in
gold or United States dollars in response to a call by
the Corporation which shall specify the place or places
of payment.

(d) The price and other terms of subscription of shares
of stock to be subscribed, otherwise than on initial sub-
scription by original members, shall be determined by
the Corporation.

Section 4
Limitation on Liability

No member shall be liable, by reason of its member-
ship, for obligations of the Corporation.

Section 5
Restriction on Transfers and Pledges of Shares

Shares of stock shall not be pledged or encumbered in
any manner whatever, and shall be transferable only to
the Corporation.



1IFC

ARTICLE III
Operations

Section 1
Financing Operations

The Corporation may make investments of its funds in
productive private enterprises in the territories of its
members. The existence of a government or other public
interest in such an enterprise shall not necessarily pre-
clude the Corporation from making an investment
therein.

Section 2
Forms of Financing

(a) The Corporation's financing shall not take the
form of investments in capital stoc. Subject to the fore-
going, the Corporation may make investments of its
funds in such form or forms as it may deem appropriate
in the circumstances, including (but without limitation)
investments according to the holder thereof the right to
participate in earnings and the right to subscribe to, or to
convert the investment into, capital stock.

{b} The Corporation shall not itself exercise any right
to subscribe to, or to convert any investment into.
capital stodk.

Section 3
Operational Principles

The operation~ of the Corporation shall be conducted
in accordance with the following principles:

(i) the Corporation shall not undertake any financing
for which in its opinion sufficient private capital
could be obtained on reasonable terms;

(ii) the Corporation shall not finance an enterprise in
the territories of any member if the member ob-
jects to sudh financing:

(iii) the Corporation shall impose no conditions that
the pr ds of any f ing by it shall be spent

in the territories of any particular country;
(iv) the Corporation shall not assume responsibility

for managing any enterprise in which it has
invested:;

(v} the Corporation shall undertake its financing on
terms and conditions which it considers appropri-
ate, taking into account the requirements of the
enterprise, the risks being undertaken by the Cor-
poration and the terms and conditions normally
;)btained by private investors for similar financ-
ng;

(vi) the Corporation shall seek to revolve its funds by
selling its investments to private investors when-
:.ver it can appropriately do so on satisfactory
erms;

(vii) the Corporation shall seek to maintain a reason-
able diversification in its investments.

Section 4
Protection of Interests

Nothing in this Agreement shall prevent the Corpora-
tion, in the event of actual or threatened defauit on any
of its investments, actual or threatened insolvency of
the enterprise in which such investment shall have been
made, or other situations which, in the opinion of the
Corporation, threaten to jeopardize such investment,
from taking such action and exercising such rights as it
may deem necessary for the protection of ils interests.

Section §
Applicability of Certain Foreign Exchange Restrictions

Funds received by or payable to the Corporation in re-
spect of an investment of the Corporation made in any
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member’s territories pursuant to Section 1 of this Article
shall not be free, solely by reason of any provision of
this Agreement, from generally applicable foreign ex-
change restrictions, regulations and controls in force in
the territories of that member.

Section 6
M o

In addition to the operations specified elsewhere in
this Agreement, the Corporation shall have the power to:

(i) borrow funds, and in that connection to furnish
such collateral or other security therefor as it shall
determine; provided, however, that before mak-
ing a public sale of its obligations in the markets.
of a member, the Corporation shall have obtained
the approval of that member and of the member
in whose currency the obligations are to be de-
nominated;

(if) invest funds not needed in its financing operations
in such obligations as it may determine and invest
funds held by it for pension or similar purposes in
any marketable securities, all without being sub-
ject to the restrictions imposed by other sections
of this Article;

(iii) guarantee securities in which it has invested in
order to facilitate their sale;

(iv) buy and sell securities it has issued or guaranteed
or in which it has i{nvested:

{v) exercise such other powers incidental to its
business as shall be necessary or desirable in
furtherance of its purposes.

Section 7
Valuation of Currencies

Wh it shall b ry under this Agree-
ment to value any currency in térms of the value of
another currency, such valuation shall be as reasonably
determined by the Corporation after consultation with
the International Monetary Fund.

Section 8
Warning to be placed on Securities

Every security.issued or guaranteed by the Corpora-
tion shall bear on its face a conspicuous statement to
the effect that it is not an obligation of the Bank or,
unless expressly stated on the security, of any govern-
ment, .

Section 9
Political Activity Prohibited

The Corporation and its officers shull not interfere in
the political affairs of any member; nor shall they be

fl d in their decisi by the political character of
the member or members concerned. Only economic
considerations shall be relevant to their decisions, and
these considerations shall be weighed impartially in
order to achieve the purposes stated in this Agreement.

ARTICLE IV
Organization and Management
Section |

Str of the Ci i

P

The Corporation shall have a Board of Governors, a
Board of Directors, a Chairman of the Board of Directors,
a President and such other officers and staff to perform
such duties as the Corporation may determine.

Section 2
Board of Governors
(a) All the powers of the Corporation shall be vested

-in the Board of Governors.
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(b) Each Governor and Alternate Governor of the Bank
appointed by a member of the Bank which is also a
member of the Corporation shall ex officio be a Governor
or Alternate Governor, respectively, of the Corporation,
No Alternate Governor may vote except in the absence
of his principal. The Board of Governors shall select one
of the Governors as Chainman of the Board of
Governors. Any Governor or Alternate Governor shall
cease to hold office if the member by which he was
appointed shall cease to be a member of the Corpora-
tion.

(c) The Board of Governors may delegate to the Board
of Directors authority to exercise any of its powers, ex-
cept the power to:

(i} admit new members and determine the condi-
tions of their admission;

(ii) increase or decrease the capital stock;

(iii) suspend a member;
(iv) decide appeals from interpretations of this
Agreement given by the Board of Directors:

(v) make arrangements to cooperate with other
international organizations (other than in-
formal arrangements of a temporary and ad-
ministrative character);

(vi) decide to suspend permanently the operations
of the Corporation and to distribute its assets;

(vii) declare dividends;

(viii) amend this Agreement.

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

{e) The annual meeting of the Board of Governors
shall be held in conjunction with the annual meeting of
the Board of Governors of the Bank.

(f) A quorum for any meeting of the Board of Gover-
nors shall be a majority of the Governors, exercising
not less than two-thirds of the total voting power.

(g) The Corporation may by regulation establish a
procedure whereby the Board of Directors may obtain
a vote of the Governors on a specific question without
calling a meeting of the Board of Governors.

(h) The Board of Governors, and the Board of
Directors to the extent authorized, may adopt such
rules and regulations as may be necessary or appropri-
ate to conduct the business of the Corporation.

(i) Governors and Alternate Governors shall serve as
such without compensation from the Corporation.

Section 3
Voting

(a) Each member shall have two hundred fifty votes
plus one additional vote for each share of stock held.

(b) Except as otherwise expressly provided, all mat-
ters before the Corporation shall be decided by a
majority of the votes cast.

Section 4
Board of Directors

(a) The Board of Directors shall be responsible for the
conduct of the general operations of the Corporation,
and for this purpose shall exercise all the powers given
to it by this Agreement or delegated to it by the Board
of Governors.

(b) The Board of Directors of the Corporation shall be
composed ex officio of each Executive Director of the
Bank who shall have been either
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(i} appointed by a member of the Bank which is also
a member of the Corporation, or

(ii) elected in an election in which the votes of at
least one member of the Bank which is also a
member of the Corporation shall have counted
toward his election,

The Alternate to each such Executive Director of
the Bank shall ex officio be an Alternate Director of the
Corporation. Any Director shall cease to hold office if
the member by which he was appointed, or if all the
members whose votes counted toward his election, shall
cease to be members of the Corporation.

(c}) Each Director who is an appointed Executive
Director of the Bank shall be entitled to cast the
number of votes which the member by which he was
so appointed is entitled to cast in the Corporation. Each
Director who is an elected Executive Director of the
Bank shall be entitled to cast the number of votes which
the member or members of the Corporation whose
votes counted toward his election in the Bank are
entitled to cast in the Corporation. All the votes which
a Director is entitled to cast shall be cast as a unit.

(d) An Alternate Director shall have full power to
act in the absence of the Director who shall have
appointed him. When a Director is present, his Alter-
nate may participate in meetings but shall not vote.

(e} A quorum for any meeting ot the Board of Direc-
tors shall be a majority of the Directors exercising not
less than one-half of the total voting power.

(f) The Board of Directors shall meet as often as the
business of the Corporation may require.

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

Section 5
Chairman, President and Staff

(@) The President of the Bank shall be ex officio
Chairman of the Board of Directors of the Corporation,
but shall have no vote except a deciding vote in case
of an equal division. He may participate in meetings of
the Board of Governors but shall not vote at such meet-
ings.

{b) The President of the Corporation shall be appoint-
ed by the Board of Directors on the recommendation
of the Chairman. The President shall be chief of the
operating staff of the Corporation. Under the direction
of the Board of Directors and the general supervision
of the Chairman, he shall conduct the ordinary business
of the Corporation and under their general control shall
be responsible for the organization, appeointment and
dismissal of the officers and staff. The President may
participate in meetings of the Board of Directors but
shall not vote at such meetings. The President shall
cease to hold office by decision of the Board of Direc-
tors in which the Chairman concurs.

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

(d) Subject to the paramount importance of securing
the highest standards of efficiency and of technical
competence, due regard shall be paid, in appointing the
officers and staff of the Corporation, to the importance
of recruiting personnel on as wide a geographical basis
as possible.
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Section 6
Relationship to the Bank

(a) The Corporation shall be an entity separate and
distinct from the Bank and the funds of the Corpora-
tion shall be kept separate and apart from those of the
Bank. The Corporation shall not lend to or borrow from
the Bank. The provisions of this Section shall not
prevent the Corporation from making arrangements with
the Bank regarding facilities, personnel and services
and arrangements for reimbursement of administrative
expenses paid in the first instance by either organization
on behalf of the other.

(b) Nothing in this Agreement shall make the
Corporation liable for the acis or obligations of the
Bank, or the Bank liable for the acts or obligations of
the Corporation .

Section 7
Relations with other International Organizali

‘The Corporation, acting through the Bank, shall enter
into formal arrangements with the United Nations and
may enter into such arrangements with other public
international organizations having specialized responsi-
bilities in related fields.

Section 8
Location of Offices
The principal office of the Corporation shall be in the
same locality as the principal office of the Bank. The

Corporation may establish other offices in the territories
of any member.

Section 9

) Depositories
Each member shall designate its central bank as a
depository in which the Corporation may keep holdings
of such member’'s currency or other assets of the Cor-
poration or, if it has no central bank, it shall designate
for such purpose such other institution as may be ac-

ceptable to the Corporation.

Section 10
Ch 1 of C

Each member shall designate an appropriate authority
with which the Corporation may communicate in con-
nection with any matter arising under this Agreement.

Section 11
Publication of Reports and Provision of Information

(a) The Corporation shall publish an annual report
containing an audited statement of its accounts and shall
circulate to members at appropriate intervals a summary
statement of its financial position and a profit and loss
statemen! showing the results of its operations.

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

(c) Copies of all reports, statements and publications
made under this Section shall be distributed to mem-
bers.

Section 12
Dividends
{(a) The Board of Governors may determine from time
to time what part of the Corporation’s net income and
surplus, after making appropriate provision for reserves,
shall be distributed as dividends.
(b) Dividends shall be distributed pro rata in propor-
tion to capital stock held by members.
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(c) Dividends shall be paid in such manner and in
such currency or currencies as the Corporation shall
determine.

ARTICLE V

Withdrawal; Suspension of Membership;
Suspension of Operations

Section 1
Withdrawal by Members

Any member may withdraw from membership in the
Corporation at any time by transmitting a notice in
writing to the Corporation at its principal office. With-
drawal shall become effective upon the date such notice
is received.

Section 2

Q " of Membership

(a) If a member fails to fulfill any of its obligations
to the Corporation, the Corporation may suspend its.
membership by decision of a majority of the Governors,
exercising a mayority of the total voting power. The
member so suspended shall automatically cease to be
a member one year from the date of its suspension
unless a decision is taken by the same majority to
resiore the member to good standing.

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

Section 3

horshi

or C of M p in the Bank

Any member which is suspended from membership in,
or ceases to be a member of, the Bank shall automatic-
ally be suspended from membership in, or cease to be
a member of, the Corporation, as the case may be.

Section 4

Rights and Duties of Governments ceasing
to be Members

(2) When a government ceases 1o be a member it shall
remain liable for all amounts due from it to the Corpora-
tion. The Corporation shall arrange for the repurchase
of such government’s capital stock as a part of the settle-
ment of accounts with it in accordance with the provi-
sions of this Section, but the government shall have no
other rights under this Agreement except as provided
in this Section and in Article VIII (c).

{b) The Corporation and the government .may agree
on the repurchase of the capital stock of the government
on such terms as may be appropriate under the circumn-
stances, without regard to the provisions of paragraph {(c}
below, Such agreement may provide, among other things,
for a final settlement of all obligations of the government
to the Corporation.

(¢} If such agreement shall not have been made within
six months after the government ceases to be a member
or such other time as the Corporation and such govern-
ment may agree, the repurchase price of the govern-
ment's capital stock shall be the value thereof shown
by the books of the Corporation on the day when the
government ceases to be a member. The repurchase of
the capital stock shall be subject to the following condi-
tions:

(i) payments for shares of stock may be made
from time to time, upon their surrender by the
government, in such instalments, at such times
and in such available currency or currencies
as the Corporation reasonably determines,
taking into account the financial position of
the Corporation;

{ii) any amount due to the government for its
capital stock shall be withheld so long as the
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government or any of its agencies remains
liable to the Corporation for payment of any
amount and such amount may, at the option
of the Corporation, be set off, as it becomes
payable, against the amount due from the
Corporation;

(iii) if the Corporation sustains a net loss on the
investment made pursuant to Article III, Sec-
tion 1, and held by it on the date when the
government ceases to be a member, and the
amount of such loss exceeds the amount of the
reserves provided therefor on such date, such
government shall repay on demand the amount
by whidch the repurchase price of its shares of
stock would have been reduced if such loss
had been taken into account when the re-
purchase price was determined.

(d) In no events shall any amount due to a govern-
ment for its capital stock under this Section be paid
unlil six months after the date upon which the govern-
ment ceases to be a member. If within six months of
the date upon which any government ceases to be a
member the Corporation suspends operations under Sec-
tion 5 of this Article, all nghts of such government shall
be determined by the provisions of such Section 5 and
such government shall be considered still a ber of
the  Corporation for purposes of such Section 5, except
that it shall have no voting rights.

Section §
Suspension of Operations and S

1 t of Obligati

{a) The Corporation may permanently suspend its oper-
ations by vote of a majority of the Governors exercising
a majority of the total voting power. After such suspen-
sion of operations the Corporation shall forthwith cease
all activities, except those incident to the orderly reali-
zation, conservation and preservation of its assets and
settlement of its obligations. Until final settlement of
such obligations and distribution of such assets, the Cor-
poration shall remain in existence and all mutual rights
and obligations of the Corporation and its members
under this Agreement shall continue unimpaired, except
that no member shall be suspended or withdraw and
that no distribution shall be made to members except
as in this Section provided.

(b) No distribution shall be made to members on ac-
count of their subscriptions to the capital stock of the
Corporation until all liabilities to creditors shall have
been discharged or provided for and until the Board of
Governors, by vote of a majority of the Governors
exercising a majority of the total voting power, shall
have decided to make such distribution.

(c) Subject to the foregoing, the Corporation shail
distribute the assets of the Corporation to members pro
rata in proportion to capital stock held by them, subject,
in the case of any member, to prior settlement of all
outstanding claims by the Corporation against such
member. Such distribution shall be made at such times,
in such currencies, and in cash or other assets as the
Corporation shall deem fair and equitable. The shares
distributed to the several members need not necessarily
be uniform in respect of the type of assets distributed
or of the currencies in which they are expressed.

(d) Any member receiving assets distributed by the
Corporation pursuant to-this Sectlon shall enjoy the
same rights with respect to such assets as the Corpora-
tion enjoyed prior to their distribution.

ARTICLE VI
Status, Immunities and Privileges

Section 1
Purposes of Article

To enable the Corporation to fulfill the functions with
which it is entrusted ,the status, immunities and privileges
set forth in this Article shall be accorded to the Cor-
poration in the territories of each member.
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Section 2
Status of the Corporation

The Corporation shall possess full juridical personality
and, in particular, the capacity:
(i) to contract;
(ii) to acquire and dispose of immovable and mov-
able property;
(iii) to institute legal proceedings.

Section 3

Position of the Corporation with regard to
Judicial Process

Actions may be brought against the Corporation only
in a court of competent jurisdiction in the territories of
a member in which the Corporation has an office, has
appointed an agent for the purpose of accepting service
or notice of process, or has issued or guaranteed secu-
rities. No actions shall, however, be brought by members
or persons acting for or deriving claims from members.
The property and assets of the Corporation shall, where-
soever located and by whomsoever held, be immune
from all forms of seizure, attachment or execution before
the delivery of final judgment against the Corporation.

Section 4
Immunity of Assets from Seizure

Property and assets of the Corporation, wherever
located and by whomsoever 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 Corporation shall be inviolable.

Section 6
Freedom of Assets from Restrictions

To the extent necessary to carry out the operations
provided for in this Agreement and subject to the
provisions of Article 11I, Section 5, and the other pro-
visions of this Agreement, all property and assets of the
Corporation shall be free from restrictions, regulations,
controls and moratoria of any nature.

Section 7
Privilege for Communications

The official communications of the Corporation shall
be accorded by each member the same treatment that
it accords to the official communications of other
members.

Section 8
Immunities and Privileges of Officers and Employees

All Governors, Directors, Alternates, officers and
employees of the Corporation:

(i) shall be immune from legal process with respect
to acts performed by them in their official capa-
city;

(ii) not being local nationals, shall be accorded the
same immunities from immigration restrictions,
alien registration requirements and national serv-
ice obligations and the same facilities as regards
exchange restrictions as are accorded by members
to the representatives, officials, and employees of
comparable rank of other members;

(iii) shall be granted the same treatment in respect of
travelling facilities as is accorded by members to
representatives, officials and employees of com-
parable rank of other members.
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Section 9
Immunities from Taxation

ta) The. Corporation, its assets, property, income and
its operations and transactions authorized by this Agree-
ment, shall be immune from all taxation and from all
customs duties. The Corporation shall also be immune
from liability for the collection or payment of any tax
or duty.

(b) No tax shall be levied on or in respect of salaries
and emoluments paid by the Corporation to Directors,
Alternates, officials or employees of the Corporation
who are not local citizens, local subjects, or other local
nationals.

(c) No taxation of any kind shall be levied on any
obligation or security issued by the Corporation (includ-
ing any dividend or interest thereon) by whomsoever
held:

(i) which discriminates against such obligation or
security solely because it is issued by the
Corporation; or

(il) if the sole jurisdictional basis for such taxation
is the place or currency in which it is issued,
made payable or paid, or the location of any
office or place of business maintained by the
Corporation.

(d) No taxation of any kind shall be levied on any
obligation or security guaranteed by the Corporation
(including any dividend or interest thereon) by whomso-
ever held:

(i) which discriminates against such obligation or
security solely because it is guaranteed by
the Corporation; or

(ii) if the sole jurisdictional basis for such taxa-
tion is the location of any office or place of
business maintained by the Corporation.

Section 10
Application of Article

Each member shall take such action as is necessary
in its own territories for the purpose of making effec-
tive in terms of its own law the principles set forth in
this Article and shall inform the Corporation of the
detailed action which it has taken.

Section 11
Waiver
The Corporation in its dicretion may waive any of
the privileges and immunities conferred under this Ar-

ticle to such extent and upon such conditions as it may
determine.

ARTICLE VII
Amendments

(a) This Agr may be a ded by vote of three-
fifths of the Governors exercising four-fifths of the total
voting power.

(b) Notwithstanding paragraph (a) above, the affirma-
tive vote of all Governors is required in the case of any
amendment modifying:

(i) the right to withdraw from the Corporation
provided in Article V, Section 1;

{ii) the pre-emptive right secured by Article II,
Section 2 (d);

(iti) the limitation on liability provided in Ar-
ticle II, Section 4.

(c) Any proposal to amend this Agreement, whether
emanating from a member, a Governor or the Board of
Directors, shall be communicated to the Chairman of
the Board of Governors who shall bring the proposal
before the Board of Governors. When an amendment has
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been duly adopted, the Corporation shall so certify by
formal communication addressed to all members. Amend-
ments shall enter into force for all members three months
after the date of the formal communication unless the
Board of Governors shall specify a shorter period.

ARTICLE VIII
Interpretation and Arbitration

(a) Any question of interpretation of the provisions of
this Agreement arising between any member and the
Corporation or between any members of the Corpora-
tion shall be submitted to the Board of Directors for its
decision. If the question particularly affects any member
of the Corporation not entitled to appoint an Executive
Director of the Bank, it shall be entitled to representa-
tion in accordance with Article IV, Section 4 (g).

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

(c) Whenever a disagreement arises between the Cor-
poration and a country which has ceased to be a
member, or between the Corporation and any member
during the permanent suspension of the Corporation,
such disagreement shall be submitted to arbitration by a
tribunal of three arbitrators, one appointed by the Cor-
poration, another by the country involved and an
umpire who, unless the parties otherwise agree, shall be
PP d by the Pr of the International Court of
Justice or such other authority as may have been pre-
scribed by regulation adopted by the Corporation. The
umpire shall have full power to settle all questions of
procedure in any case where the parties are in dis-
agreement with respect thereto.

ARTICLE IX
Final Provisions

Section 1
Entry into Force

This Agreement shall enter into force when it has been
signed on behalf of not less than 30 governments whose
subscriptions comprise not less than 75 percent of the
total subscriptions 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 Aqreement enter into force before October 1,
1955.

Section 2
Signature

(a) Each government on whose behalf this Agreement
is signed shall deposit with the Bank an instrument set-
ting forth that it has accepted this Agreement without
reservation 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 a member of the
Corporation as from the date of the deposit on its be-
half of the instrument referred to in paragraph (a)
above except that no government shall become a mem-
ber before this Agreement enters into force under Sec-
tion 1 of this Article.

(c) This Agreement shall remain open for signature
until the close of business on December 31, 1956, at the
principal office of the Bank on behalf of the Govern-
ments of the countries whose names are set forth in
Schedule A.

(d) After this Agreement shall have entered into
force, it shall be open for signature on behalf of the
government of any country whose membership has been
approved pursuant to Article 1I, Section 1 (b).
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Section 3
Inauguration of the Corporation

(a) As soon as this Agreement enters into force under
Section 1 of this Article the Chairman of the Board of
Directors shall call a meeting of the Board of Directors.

(b) The Corporation shall begin operations on the
date when such meeting is held.

(c) Pending the first meeting of the Board of Gover-
nors, the Board of Directors may exercise all the powers
of the Board of Governors except those reserved to the
Board of Governors under this Agreement.

DONE at Washington, in a single copy which shall
remain deposited in the archives of the International
Bank for Reconstruction and Development, which has
indicated by its signature below its agreement to act
as depository of this Agreement and to notify all gov-
ernments whose names are set forth in Schedule A of
the date when this Agreement shall enter into force
under Article IX, Section 1 hereof.

SCHEDULE A

Subscriptions to Capital Stock of the
International Finance Corporation

Amount
Country Ng‘:her of (in United
ares States dollars)

Australia 2,215 2,215,000
Austria 554 554,000
Belgium 2492 2,492,000
Bolivia 78 78,000
Brazil 1,163 1,163,000
Burma 166 166,000
Canada 3,600 3,600,000
Ceylon 166 166,000
Chile 388 388,000
China 6,646 6,646,000
Colombia 388 388,000
Costa Rica 22 22,000
Cuba 388 388,000
Denmark 753 753,000
Dominican Republic 22 22,000
Ecuador 35 35,000
Egypt 590 590,000
El Salvador 11 11,000
Ethiopia 33 33,000
Finland 421 421,000
France 5815 5,815,000
Germany 3,655 3,655,000
Greece 277 277,000
Guatemala 22 22,000
Haiti 22 22,000
Honduras 11 11,000
Iceland 1 11,000
India 4,431 4,431,000
Indonesia 1,218 1,218,000
Iran 372 372,000
Iraq 67 67,000
Israel 50 50,000
Italy 1,994 1,994,000
Japan 2,769 2,769,000
Jordan 33 33,000
Lebanon 50 50,000
Luxembourg 111 111,000
Mexico 720 720,000
Netherlands 3,046 3,046,000
Nicaragua 9 9,000
Norway 554 554,000
Pakistan 1,108 1,108,000
Panama 2 2,000
Paraguay 16 16,000
Peru 194 194,000
Philippines 166 166,000
Sweden 1,108 1,108,000
Syria 72 72,000
Thailand 139 139,000
Turkey 476 476,000
Union of South Africa 1,108 1,108,000
United Kingdom 14,400 14,400,000
United States 35,168 35,168,000
Uruguay 116 116,000
Venezuela 116 116,000
Yugoslavia 443 443,000
Total: 100,000 $ 100,000,000
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5. Constituent Charter of the Bank for International
Settlements - Statute of the Bank for International Settlements

January 20, 1930/ June 8, 1969
BGBL. 1970 I1, 766 (104 L. N.T.S. 441)

Whereas the Powers signatory to
the Hague Agreement of January,
1930, have adopted a Plan which con-
templates the founding by the Central
Banks of Belgium, France, Germany,
Great Britain, Italy and Japan and
by a financial institution of the United
States of America of an International
Bank to be called the Bank for Inter-
national Settlements;

And whereas the said central banks
and a banking group including Messrs.
J. P. Morgan & Company of New
York, the First National Bank of New
York, New York, and the First Na-
tional Bank of Chicago, Chicago, have
undertaken to found the said Bank
and have guaranteed or arranged for
the guarantee of the subscription of its
authorised capital amounting to five
hundred million Swiss francs equal
to 145,161,290.32 gr. fine gold, divided
into 200,000 shares;

And whereas the Swiss Federal
Government has entered into a treaty
with the Governments of Germany,
Belgium, France, Great Britain, Italy
and Japan whereby the said Federal
Government has agreed to grant the
present Constituent Charter of the
Bank for International Settlements and
not to repeal, amend or supplement
the said Charter and not to sanction
amendments to the Statutes of the
Bank referred to in Paragraph 4 of the
present Charter except in agreement
with the said Powers;

1. The Bank for International Settle-
ments (hereinafter called the Bank) is
hereby incorporated.

2. Its constitution, operations and
activities are defined and governed by
the annexed Statues which are hereby
sanctioned.

3. Amendment of Articles of the said
Statutes other than those enumerated
in Paragraph 4 hereof may be made
and shall be put into force as provided
in Article 57 of the said Statutes and
not otherwise.

4. Articles 2, 3, 8, 14, 19, 24, 27, 44,
51, 54, 57 and 58 of the said Statutes
shall not be amended except subject
to the following conditions: the amend-
ment must be adopted by & two-thirds
majority “of the Board, approved by a
majority of the General Meeting and
sanctioned by a law supplementing the
present Charter.

5. The said Statutes and any amend-
ments which may be made thereto in
accordance with Paragraph 3 or 4
hereof respectively shall be valid and
operative notwithstanding any incon-
sistency therewith in the provisions
of any present or future Swiss law.

6. The Bank shall be exempt and
immune from all taxation included in
the following categories:—

(a) stamp, registration and other duties
on all deeds or other documents
relating to the incorporation or
liquidation of the Bank;

(b) stamp and registration duties on
any first issue of its shares by the
Bank to a central bank, financial
institution, banking group or
underwriter at or before the time
of incorporation or in pursuance
of Articles 5, 6, 8 or 9 of the
Statutes:

(c) all taxes on the Bank's capital,
reserves or profits, whether distrib-
uted or not, and whether assessed
on the profits of the Bank before
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