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sceurced from privatc investors on rcasonable toirms,

Preliminary Draft Qutlinc
of & Propogcel for
A Unitecd Nations Benk
For HReconstruction znd Dcvelopmunt

1. The provision of foreigsn capital wlll be one
of the important international economic and financlal
problems of the postwar period. Many countries will
require capltal for reconstruction, for the conversion
of their industries to peacetime needs, and for the
development of their productive resources. Others will
find that forelgn Investment provides s growing mariet
for their goods. ©Sound international investment can
be of immense benefit to the lending as well as to the
borrowing countries,

2. Even—in_the waprly DOStWHYr years

may be

; It
hesed that-—e—considerable part<ef-the capital for
th

international investment wiitd be provided through
private investment chennels, It will undoubtedly be
nccessary, however, to encourage private investment
by assuming some of the risks that will be cspeclally
large immedliat.ly after the war and to supplement
private investment with capital providcd through
international cooperation. The Unitoed EKation
for Reconstructicn and Dovelopment is propos
pcrmanent institution to cncourage and facil
internetional investment for sound produclive purposcs.

%2, Thc Bank 1s intended to coopcratc with private
financial agcncics in making available long-term capltal
for rcconstruction and development and to supplement such
investment where privatc agencics are unablc to mcet
fully thc legitimate nceds for cepital for productive
nurposcs. / The Bank would mekce no loans that could BT
The principal function of the Bank would bl to juol
and participatc in locns made by private investment
agencics and to lend direcectly from its own res S
whatever cdditionoel capital may be neceded. besns weuld
be—mudc only for approved governmental cnd 1 strial
projccts which have been guarantoed by nationcl govern-

of

ments. 2 Operating under these principles, thoe bunk

wiltl be a powerful factor in encourssing the prevision
of private capital for international investment.

. By making certein that capital 1is avallable
for nroductive uses on reasonable terms, the Bank can
make an impcrtant contribution to enduring peace and
prosperity. With adequate capital, countries affected
by the war can move steadily toward reconstructlon,
end the newer countries can undertake the economic
development of which they are capable. International
investment for these purposes can be a signiflcant
fuctor in expanding trade and in helping to maintain &
high level of business activity throughout the world.
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I. The Purppses of the Bank

To assist in the reconstruction and development of e

member countries by ,.cooperating with private finan-
clal agencles In the provisign of capitael/for sound
und constructive purpeses. «/ - ,

To providec capital for reconstruction and develop-
ment, under conditions which will amply safeguurd
th¢ Bunk's funds, when private financial agencies
are unable to supply the necded capltal for such
purposcs,on rcasonable terms consistent with the
borrowing\policlcs of member countries,

To focellltate & rapid and smooth transition from a
wertimc cconomy to & pcacetime cconomy by Increesing
the flow of intecrnationcl investment, and thus to
avold scrious disruption of the cconomic life of
member countries.,

To asslst in ralsing the productivity of mcmber
countries by helping to make availzble’ long-term
cuplital for the sound development of their produc-
tive resources.

To promote the long-range bualanced growth of Inter-
ne.tional trade cmong member countries.

[I. Capltal Structure of the Bank

The authorized capltal shall be equivalent to about
510 billion consisting of shares having a par value
equal to $100,000,

The shares of the Bank shall be non-transferable,
non-assessable, and non-taxable. The liabllity on
sharecs shall be limited to the unpaild portion of
the subscription price. :
> ad A

Lach government which 13 a member of the Internatlonsl
Stabllization Fund mey/subscribe to & number of shares
to be determined by an agreed upon formula. The
formula shall take Into account such relevant data as
the national lncome and the International trade of the
membcr country.

Such a formula would make the subscription of the
Unlted Statcs approximately one~third of the total.

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

g, Thc initial payment of c¢ach member country shall
be 20 percent of its subscription, somc portion
of which (not to exceecd 20/percent) shall be in
gold and the remainder in local currency. The
proportions to be pald in gold and local currcncy
shall be graduated according to an agrecd upon
schedule which shall teke into account the adcguacy
of the gold and frce forcign exchange holdings of
cach membcr country.
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b. The member countries shall makec thc Initial pay-
ments within 60 days after the datc set for the
opcrations of the Bank to begin. The remainder
of thelr respective subseriptions shall be paid
in such amounts and at such timecs as the Board of
Directors may determine, but not more than 20
percent of the subscription may be called In any
one year,

c., Cealls for further payment on subscriptions shall
be uniform on all shares, and no calls shall be
made unless funds &re needed for the operations
of the Bank. The proportion of subseguent pay-
ments to be made in #0ld shall be determined by
the schedule in II-L-%s it applies to each member
country &t the time of each call.

A substantlal part of the subscribed capiltal of the
Bank shell be reserved in the form of unpaid sub-
geriptions as & surety fund for the securities guaran-
teed by the Bank or issued by the Bank.

When the cash resources of the Bank are substantlally
in excess of prospectlive needs, the Board may return,
gsubject to future czll, uniform propertions of the
subscri ptions. When the local currency holdings of
the Bank exceed 20 percent of the subscription of any
member country, the Board may arrange to repurchase
wlth local currancy some of the shares held by such
country.

Each member country agrces to repurchasce each year
1ts local currency held by thc Bank amounting to not
2

more than ¢ percent of its subscription, pcying for
it with gold; provided, however, that:

2. This requirement may be generally suspended
for any year by & threec-fourths vote of the
Board.

b, No country shall be requlred to rcpurchasc
local currency in any glven yecar 1n excess
of onc-helf of the addition to its officleal
holdings of gold during the preceding yeur.,

c. The obligution of a member country to repur-
chase 1ts local currency shall be limited to
the emount of thc local currency pald on 1ts
subscriptlon.

No country shall be oblizatcd to incrcuisc 1ts sub-
scription to the shares of the Benk. Any member
country may ¢t any time saecquire additioncal shares
from thce Bank at the book valuc of such sharcs at
the timc of purchasc, but &t not less than per. The
initial peyment on such cdditional shures shall be
cqual to the ocmount pald-in on cutstanding shorces
plus thec premlum, if any. The local currcncy portion
of thc initicl payment may not exeecd the average
amount pald in local currency on shares outstanding
at that time.
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II-9. All member countries agree that all of the local cur-
rency holdings and other assets of the Eank located
in their countries shall be free from any speclal
restrictlions as to their use, except such restrictions
as are consented to by the Bank, and subject to IV-13%,
below.

10. The resources and the facilities of the Bank shall be
used exclusively for the benefit of member countriecs,

III. The Internat onal Monetary Unit

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

2. The Bank shall keep its accounts in terms of unitas.
The local currcncy asscts of the Bank are to be
suarantecd 5a1nﬂt any dcpreciation iIn thelr valuc
In terms of unitas.

IV, Powers and Opcrations

1. To achisve the purposes stated in Section I, the Bank
ay puarantee, particlipste in, or make loans to any
member country and through the government of such
country to any of its political subdivisions or to
buslness or Industrial cnterpriscs thercin under
condltions providcd bclow.

&. The payment of interest and principal 1s fully
guasrantced by the national zovernment.

s A
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b., The borrower 1s otherwlsc unable to sccure Hac
#1 fﬁt\Joﬂiﬁéﬁ from oth(r sourccs, cven with the national
govemment's guaranty of repayment, under con-
ditions which in thc oplnion of the Benk arec
rcusonable., 4

c. A competent commlittee has made & careful study

of the merjits of the project or the program and
in & written report, concludes

that the loan would serve directly or indlrectly
to ralse the oroductivity of the borrowing country
and that the country's budgetary and balunce of
payments nrospects are favorable to the scrvicln”
of the loan. The majority of the committee making
the report shall consist of mﬂwbcrs of the tuchn CJl
staff of the Bank. The committee shall include an
expert selected by the country PiqUt“L‘n* the loan
who may or may not be a member of the technical
gtaf'f of the Bank. .

Lot

d. The Bank shall make arrangepments to assurc the
use of the procecds of ang}loun wvhich 1t zuar-
anteces, participates in, or makes for the pur-
poses for which the loan weas approved.
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¢. The Bank shall impose no condition upon = loan
as to the particular member country in which ths
proceécds of the loan must be spent; nrovided,
howevcr, that the proceesds of a loan may not be
spent in any country which is not a member country
without the approvel of thc Bank. ¥
In accordance with the provisions in IV-1, abovce, the
Bank may guarantec in whole or in part losns made by
private investors provided further: ;

a. The rate of iInterest und other conditions of the
loan are reaconable,

b. The Bank 1s compensated for its risk in guarantes-

ing the loan. _

vecles A

The Bank may participate in _ loane placed throuzh the
usual investment cheannels, provided all the conditlions
licted under IV-1 above are met except thut the rute
of Interest may be higher than if the loans were zuar-
eénteed by the Banlk.
The Bank may/publicly offer any securities it hus
previously acquired, To fucilitate the placing of
such keews, the Bank may, in its discretieon, gunruantee
themlean.

The Bunk shall make no loans that cun be pluced through
the usual private Investment checnnels on rcoocsonable
terms. The Bank shall by resulation prescribe proce-
dure for 1ts operations that will assure the applicu-
tion of this principle.

The Benk shall meke louns only at reacsonable roates
of lnterest with a schedule of repayment appropriute
to the charsacter of the project wnd the balance of
payments prospects of the country of the borrower.

—r f 1 & vl

The Bank 1in makihﬂ loans shall provide'th&t

a, The forelgn exchange in connection wlth the
project or program shall be provided by the
Bank in the currencies of the countries in
which the proceeds of the loan will be spent
and only with the approval of such countrics.

b. The local currency needs Iin connection with
the project shall be entirely or very larzely
financed locally without the -assistance of
the Bank.,

¢c. In specilal circumstances, where the Bank con-
slders that the local part of any projuct
cannot be filnanced at home cxcept on viry
unrcasonable terms, 1t can lcnd that portion
to the borrower out of local currcncy hceld by
the Bank.,

d. Where the developmental program will give risc
to an incrcased necd for foreign cxchange
resulting from that program the Bank will provide
an appropriate part of the loan in o0ld.

.
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IV-8. When a loan is made by the Bank it shall credit the
account of thc borrowcr with the amount of the loan.
Payment shall be made from this account to mccet
drafts covering auditcd cxpenscs.

R & dnf
9. Loans participatcd in or madc by thc Bank shall
“contain thc followling paymcnt provisions:

a. Paymcnt of intcrcst duce on loans shall be
made in currcncics ascceptable to the Bank
or in gold. Intercst will be payable only
on amounts withdrawn,

b. Payment on account of principal of a locn
shall be In currcncics acceptablc to thce Bunk
or in gold. If the¢ Bank and thc borrowcr
should so agree rt the timc a leoan 1s madc,
payment on princlipsal may be in gold, or at
the option of the borrower, in the currency
actually borrowed.,

c. In event of an acute exchange stringency the
Bank may in 1ts judgment accept for periods
not exceeding 3 years at a time the paymentes
of interest and principal in local currency.
The Bank chall arrange with the borrowing
country for the repurchase of such local cur-
rency over a perliod of years on appropriate
terms that safeguard the value of the Bank's
holdings of such currency.

d. Payments of intercst and principal, whether

made 1n member currencies or in gold, must

be equivalent to the unitas valuc of the loan

or the contractual intcrcst thercon.

(LY i PR r-:f
10. Any,loan guarantecd, participated in, or made by the

Bank may provide that it may be rcpaid, at thc optilon
of the borrower, in wholc or 1In part, at any time
prior to its maturity. Thc Bank may also arrange for
the refunding, throuzh gevernamental or private iinan-
cial channcls, of any loan guarantced, participatcad
in, or medc by the Bank.

11. The Bank may levy & chargc against the borreower for
1ts cxpenscs In investigating any losn placed,
guarcnteed, participated in, or madc in wholc or in
part by the Bank.

12. Thc¢ Bank may guerantec, participete in, or msokce loans
to intcrnational governmental agencics fer objcectives
consonent with the purposcs of the Bank, providcd
that onc-half of thc¢ participants 1n thc International
agencles are members of the Bank.

13, 1In considering any application to guarantee, particli-
pate in, or make a loan to a member country, the Bank
shall give due regard to the effect of such a loan on
business and financlal conditions in the country in
which the loan is to be spent, and shall accordingly
obtain the consent of the country affected.
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At the reque't of the representativ
country in which the proposed lcoap”ls to be
went, acecompanied by a stateme of ths A
redgons for such request, the Mank shall >
posﬁmyne for one year actiopon the propogp€d
loan., N\The Bank shall infgffm the applicaht

of the pgstnonement and JMorefor,

fentatlve of
proposed tc
fcr postponcment
ication and the

At the end “ef onc
the country Im wh
be spent may roe
or the withdrea
Bank sh&ll a

2, the reg
the loan
est the fur
wof the
accoraing
b. The borroytr may at anyhtime amcnd the appli-
cation provide feor/thowexpendl ture of the
loan i currcncy gf currcaclcs other than
that £f the count whosc rephgsentative
ested the p tp_qyant Th&wBank may
Zutrantec, particlipate in or makc¢ Mhe loan on
the basis of the amended application%,

)4 }. At the request of the countrizs in which por-
ticns ef the loan arc spent, the Bank will
repurchasc. for zold or neceded fercign exchange
an appropriate part of the expenditurcs In the
currcncles of those countrics mades by the
berrowcr from the preocccds of the loan.

fﬁ. With thc approval of the represcntatives of tlx
governments of the member ccuntrics invelved, tho
Bank meay engage in tne following operatlicns:
a. It majy =&ue, =e11 pledg c, r disccunt any

of 1ts own ﬂecurlt¢e~ and cobllgetieons, or
securlties and cblig ations taken f“fm its
pon tff‘lic‘-; P altew ol /Z«/ o ot o AP TS ri o L) e A ;( e

b. It may'berrew frem any member zcvernments,
fiscal agencies, centr 1 banks, stubilizatior
funds, private financisl institutions in
member ccuntries, or fr-m internacticnal finan-
clal azgencies.

¢c. It may buy or sell fcreign exchange, after
censultation with the Intern:s ticnel Stublli-
zaticn Pund, where such transactions ure
necessary in connecticn with 1ts operctions,

15. The Bank may et as agent or ceorrespcndent for the
governments of member countries, thelr centrcl buanks,
stebilizaticn funds and fiscel agencles, cnd for
internaticnel financial institutiens.

L, P el
The Bank mey act/es trustee, registrar »-r agent in
cecnnection w1t1 l“ s guoranteed, partliecipsated
made, or placed thrrwu‘_zﬁ the Benk.

16. Except as ctherwlse indicated the Bank shall deczl
enly with or through:
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a. The governments of member countries, their
central banks, stabilization funds and fiscal
agencles.

b. The International Stabilization Fund and any
other international financlal szencies owned
nredominantly by member governments.

" il

The Bank may, neverthelessy with the approvel of the

member of the Board repn scnting the government of

the country concerned, +tics =
acu;;t¢ua_it-heéd-¢o the public or w institutions

of member countries . L8 sasm sttt bits e o el n .

If the¢ Bank shall declare cny country as suspended
from membership, the member governmments and their
agencles agree not to extend any flnanclal zssistance
to that country without the approvel of thc Bank
until the country has been restored to membership.

The Benk end its officers shall scrupulously avold
Interference in the political affuirs of any member
country. This prcvision shall not limit the rizht
of an officer of th:¢ Bank to participatc in thc
political 1ife of his own country.

The Bank shall not be influenced in its dccisions
with rcspeet to applications for loans by the
political charactcr of the government cf the country
rcquesting a loan. Only cconomic considcrations
shall be relevant to the Bank's dccisions.

V. Managcment

The administration of th:e PBRank shall b¢ vestud in
& Boeoard of Diructors compescd of ecnc dircctor and
onc altcrnate appointed by each member government
in a manner te be determined by 2L

The director and alternate shall serve for a pericd
of three years, subject tc the pleasure of their
government. Directors and alternates may be
reappointed.

Voting by the Board shall be as follows:

a. The director or alternate of each member country
shall be entitled to cast 1,000 vctes plus cne
vote feor each share of steck hela. Thus a govern-
ment owning one share shall cast 1,001 vetes,
while a gevernment having 1,000 shares shall cast
2,000 votes,

b. No country shall cast more than 2% percent of
the agsregate votes.

¢c. Except where othsrwise provided, decisions of
the Board of Directors shall be by simple
majority of the votes cast, cach membeir of the
Beard casting .the veotes allotted to his govern-
ment. When decmed to be In the best Intercsts
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of thc Bank, declisions of thc Beard may be
madc, witheut a meeting, by polling thc
dircctors on specific gqucstions submitted

tc thcm in such manner as the Bcard shall by
rcgulation provide.

The Board of Directors shall select g President of
he Bank, who shall be the chief of the operating
staff of the Banik and ex-offlicio Chairman of the
Board, and one or more vice presidents. Thse
President and vice presidents of the Banlk shall
hold office for four years, shall be eligible for
reelection, and may be removed for cause at any
time by the Board. The staff of the¢ Eank shall be
selected in accordance with regulations csteb-
lished by the Board of Directors.

The Board of Directors shall appoint from among its
members, an Exccutive Committecc of not more than
ninc members., The President of the Bank shall Db
an ¢x-off'icio mcmber of the Execeutlive Committec.

The Exccutive Commlittce shall be continuously sveil-
ablc at thc head of fice of the Baenk and shall cxcr-
cisc thc authority delegatcd to it by tha Board. In

- J
the abscnee of any mcmboer of the Executive Committce,
his alternatc on thc Board shall act In hls placc.

Mcmbeors of the Txccutive Committec shell recelve
wppropriete remuncration.

The Board of Directors shall select an Advisery
Council of seven members, The Council =zhall advise

with the Board and the officers of the Banlt on
matters of general policy. The Council shall meet
annually and on such other occaslons as the Board
may request

Itie members of the Advisory Council shall be sslected
from men of outstanding ability, but not more thean
one member shall be selected from the same country
They shall serve for two years, and the term of s
membor may be renewed. Members of the Ccuncil sh
be paid thelr expensce and a remuncration to be f
by the Board.

ny
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The PBoard of Directors may gppolnt such other com-
mittces as it {inds necessary for the work of the
Banik., It mey elco appoint advisory commlttecs choscn
wholly or partially from persons not regularly
employed by the Bank.,

The Board of Dircctors may at any meetinzg authorlzc
any officers or committecs of the Bank to excrcilse
any speclficd powere of the Beard cxcecpt the power

to make, guarantce or participatc in loans. Such
pOWE I'S shall be cxercised in & manncr consistent with
the gcnéral policics and practiecs of the Board.

The Board may by a threc-fourths votc dolcgate to
the Exceutive Committce the powcr to make , guarantoc
or partdblpht in loans in such amounts &s nay h
f'ixed by the Board. In passing upon application

for loans, the Excecutive Committce shall act un
the rcquircments specificd for cach type of losn.

-
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A member country faillng to meet its fininclal obli-
gations to the Bank may be declsared in default and it
may be suspended from membership duringz the periocd of
its default provided a majority of the member
countries so decide. JWhile under suspension, the
country shall be denlied the privileges of membership,
but shall be sub ject to the obligations of me: ]
At the end of one year the country shell be automa-
tically dropped from membership in the Bank unlesgs it
has been restored to good standing by & majority of
the member countries.

e ey

If & member country elects to withdraw or 1s dropped
from the Bank lte shares of stock shgll, if the Beank
has a surplus, be repurchased at the price pald. If
the Bank's books show & loss, such country shell

bsar u proportionate share of the losz. The Benl
shaull heve § years in which te liquidate its oblige-
tions to & member withdrawing or dropped from the
Bank.

Any member country that withdraws or is dropped rom
the Internstional Stebilizutlon Fund, shall relingulsh
its membershis in the Benk unleses three-fourths of the
member votcs favor its reéemaining ss a member,

The yearly net oreofilts shall be appllied as follows:

6. All prof'its shall be distributed in propeorticn
to shuercs held, cexcept that one-fourth of the
profits shall bc applied to surplus until the
surplus equals 20 percent of the capltel.

b. Profits shall be payable 1n a cocuntry's loc:
currency, or in zold at thc opticn of' the Bank.

The Brnk shall collect ond meke cveileble to membor
countrics financicl &nd ecconomic Informition and
reports rcleting to the cperatiens of the Bank.

Member countrlcs sheall furnishh the Bendt with all
Informatlicon and dats that weuld fecilitatbte the
operations of the Bank.




