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PROVISIONS OF THE TENTATIVE PHCPOSAL
II. Composition of the Fund

Each member country shall meet its quota contribution in full
¢ » r' before the date set by the Board of Directors for the Fund's
operations to begin.

A country shall pay in gold not less than an amount determined
as follows, If its gold and free foreign exchange holdings are:

In excess of three times its quota, it shall may in
gold 50 percent of its quota.

More than two but less than three times its quota,
it shall pay in gold 4C percent of its quota plus 10
percent of its holdings in excess of twice its quota,

llore than its quota but less than twice its quota,
it shall pay in gold 30 percent of its quota plus 10
percent of its holdings in excess of its quota,

Less than its quota, it shall pay in gold 30 percent
of its holdings.

The gold payment required of & member country substantial parts
of whose home areas have been wholly or partly occupied by the enemy,
shall be only three-fourths of the above,.

I1I. donetary Unit of "the Fund

The monetary unit of the Fund shall be the unitas (¥N) equal in
value to 137-1/7 grains of fine gold (equivalent to $0). Yo change in
the gold value of the unitas shall be made except with the approval of
85 percent of the member votes. When such change is msde, the gain or
loss sustained by the Fund on its holdings of gold shall be distributed
equitably among the members of the Fund.

The accounts of the Pund shall be kept and published in terms of
uni tas,

IV, Exchange hates

Changes in the exchange value of the currency of a member country
shall be considered only when essentizl to the correction of funda-
mental disequilibrium in its balance of payments, and shall be made only
with the approval of three-fourths of the member votes including the
representative of the country concerncd.

Beeczuse of the extreme uncertainities of the immediate post-war
period, the following excentional provisions may be used during the
first 3 ycers of the FPund's operztions:

When the existing rete of exchenge of 2 member country is

clesrly inconsistent with the maintenance of ¢ balanced inter-
national payments position for thrt country, changes from the
cstablished rete may be made a2t the specigl request of the country
end with the coprovel of & majority of the member votes.

A member country may change the established rate for its cur-
rency by not more thon 10 percent provided that the member
country shall notify the Fund cf its intention &nd shall con-
sult with the Fund on the advisability of the action,
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HEVISIONS HECOIZENDED BY THE BRITISH EXPERTS
II. Composition of the Fund

A member shall make a subscrivtion to the Fund, equal to its
quota, of which not less than 12-1/2 percent shall be in gold and
the balence in securities carrying 1/2 percent interest payable in
unitas, receiving in return & corresponding belance exnressed in
unitas on the books of the Fund; and shall be entitled subsequently
to subscribe up to & further 50 mercent of its quota on the same
terms, The aggregete of the quotas of the member countries shall be
the equivalent of at least %8 billion,

A member country mey subsceribe further gold in redemption
of its securities at any time. If at the end of any year a member
has a stock of gold and currenecies freely convertible into gold
in ecxcess of its quota, it shall redscm its sccurities with gold
to &n amount equal to 2 percent of its quota so long s any of - ite
securitics remain outstanding. The gold end securities initially
subseribed and eny gold subsequently subsceribed under this clause
shall remain £s & pledge with the Fund, which mey not nart with it
cxcept when the member redecms it or withdraws from the Fund or on
the Fund!s liquidation, Gold so held shnll be called fixed gold.
See also Provisions for Multilctersl Cleasring (V-1 below),

ITI, Monctery Unit of the Fund

(The British recommended orelly & cheonge in the unitos should
require the &pproval of BO percent of the member votes, or
alternotively, the approvel of the member votes ineluding all
countries with 10 pcrecent or more of aggregete quotas).

IV, Exchonge Hztes

ifembers shell esgrce not to propose chenges in the exchenge velue
of their currency unlegs they consider it essenticl to the correction
of fundamental disequilibrium in their bzlance of payments, #nd
changes shell be made only with the cvprovel of the Fund subject to |
the quelifications below,.

The Fund shrll not withhold its anprovel if the proposed chinge
inclusive of any previous chenges since the establishment of the Fund
does not excecd 10 percent within the last ten years.

A country which has exhausted its feeilities under 2, and desires
& further chunge in the per value of its currency in terms of unitas
shall, if posesible, explein its reasons to the Fund beforehand and
seek the Fund's rrior zpprovel, The Fund, in giving or withholding
epproval, shall zct in accordanee with the following princivles:-

It shall take account of changes in the relative money

costs of production in the country making the anplicetion
and shall allow &n appronricte change if it arpears that the
increese in reletive costs hee led to an over-vslustion of
the currency.
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KEVISIONS PROPCSED BY UNITED STATES EXPERTS
II. Composition of the Fund

& country shall pzy in gold an amount not less than 25 percent
of its quota provided, however, that:

L country whose officinl gold ond free foreign exchange
holdings :re less than 4 times its quota mey reduce its
payment in gold by 5 nercent of the smount by which its
offiecial holdings fell short of 4 times its quota;

No country shall pay in gold more than 10 vercent of
its official holdings of gold znd free foreign exchange,

III. lMonetary Unit of the Fund

The monctery unit of the Fund shell be the unites (8N) cguel in
velue to 137-1/7 grains of fine gold (equiveslent to §l0). No chenge
in the gold vzlue of the unites shell be made except with the anproval
of a majority of the memher votes including the renrcsentstives of
2ll member countries holding 10 nercent or more of the aggregetc quotase
When such ¢ chsnge is mede, the gein or loss sustained by the Fund
on its holdinge of gold sh:ll be distributed equitably smong the
members of the Fund.

The accounts of the Fund shall be kent cnd published in terms
of unites.

IV Lxchange Hates

£ chenge in an esteblished exchonge rete may be mede only upon the
request of the member country end only ¢iter approval by the Fund and
the representztive of the country concerned,

The Executive Committee, ccting for the Fund, shall

suthorize @ change 1in an exchrnge rote only when essential
to the correction of 2 fundamentzl disequilibrium. In
considering the zdvisability of & requcsted change in an
exchenge rete, the Executive Committee shall take zecount

of chenges in reletive costs of production, changes in the
balrnce of poyments position of the country, its reserve
position snd other relevent factors, #nd the orobable effects
of the requested chenge in the cxechenge rote,

In order to assurc the prompt consideration of & requested
change in an exchenge rate, the Executive Committee shall
notify & member country, within two business deys z fter the
filing of the request by its representative with the Llanaging
Dircetor, that the requested chenge hos been accented, re-
Jjected, or held for further consideration,




V. Povers and Operations

The Fund shell have the power to buy, sc¢ll end hold gold, cur-
!"-...’1(."‘11, snd government sccurities of member countrics; to carmark
s own obligstions, and to offcr thern

und transfur gold; to issuc 1t
for discount or sale in member countrics.

]

shiall purchasc for loccl currency or necded forecign
exchange any member currcney in good standing cequired by another
member country in scttlament of & belinec of puyments on currcnt
account, where such currency cannot be disr | of in the foreipgn
exchange merkets within the range csteblished by the Fund.

The und

The Fund muy scll to the Treasury of any mumber country (or
Stebilization Fund or Centrzl Bonk scting as its apent) «t Ll_.
accepted rote of L,-:(" ange, currcney of wny mumber country which the
Fund holds, providcd that:

The foreign cxchanpe demended frorm the Fund is required to
meet an advorse balrnce of poyments predominently on currcnt

o

sccount with ony member country. (Cf. V-3, for ccpital transfert )

1
S VIS R Cadid ./

The Fund may sell foreigm exchunge to & member country, under
conditions prescribed by the Fund, to facilitate a transfer of capital,
v repayment or adjustnent of foreign debts, when in the judgment of

the uo.'.-..t'zi such a tra T is d
general internaticnal econ

on, +

> from the point of view of the

ion, provided the fund's holdings
of the currency and securities of the nember country dc not exceed 150
percent, of the quota of that country. VWhen the Fund's holdings of the
local currency and securities of a member country exceed 150 percen
of the quota of that country, the Fund may, in exceptional circumstances
sell foreign exchange to the rember country for the above purposes with
the approval of threc-fourths of the member votes, (Cf, V-2-a, above:
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IV. Exchange Rates (continued)

It shall also take into account the balance of payments of the
country making the application with the rest of the world and
shall allow an appropriate change if the balance on current
account, together with inward long-term capital tranmsactions,
has (measured as a percentapge of its foreipn trade) been
seriously adverse over a period, or if the country's remaining
holding of ligquid reserves (measured as a percentage of its
quota) is inadequate; provided always thai the proposed altera-
tion in the exchange seems likely to improve the position.

Application by a member to appreciate its exchanges shall be
similarly considered mutatis rutanais.

The Fund shall not be entitled to refuse a change on the ground
of the social or political policies which may have led to the
situaticn and shall approve a change which in the de facto
situation would tend to restore equilibrium,

If the circumstances are such that it is not practicable to obtain
the Mund's prior approval to a change, a member shall be entitled if
necessary, after consulting the Chairman, to make & change not exceed-
ing 10 percent without seeking the Fund's prior approval, in which case
it shall irmediately seek the Fund's confirming approval. 1If the Fund
is unable to approve the change by a majority vote, the country shall
have the option of reversing it and of conforming to the views of the
Fund, or shall withdraw from membership without further notice given.

V. Pouers and Operations
Provisions for Multilateral Clearing

A member shall undertake to sell its currency to another member
in exchange for a transfer of unitas at parity on the books of the

Fund unless it has piven notice under 5 below.

A member shall undertake to buy its currency from another member
in exchange for a transfer of unitas at parity on the books of the
Fund so long as it has a bslance of unitas or is in a position to
obtain more unitas on the same terms as its original subscription.

Provisions on Capital Transfers

Within three nonths after the cnd of euch quarter a member
country shall furnish the Fund with nmeterial for un analysis
of its balance of payments for the previous twelve months
under the headings of current income items, investment items
and credit items.

If end so long as 2 member country uses the facilities of the
Fund it will be expected to exercise control of externzl pay-
ments so w5 to prevent outward noverents of cupital for the
purchase of fereipn balunces or securities dealt in on fereign
stock exchunges or for speculative purposes and shell forbid
the issue of long-tem foreign losns without the approval of
its Control. This provision is not intended to interferc with
trinsactions which do not invelve ¢ substenticl requirement of
forcign exchange or arc met out of the member country's own
quick reserves outside the Fund, or with trensuctions approved
by the member country's Control as being required in the
ordinary course of trade, banking and other business, or for
the expansion of exports. .
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IV. Exchange Rates (continued)

The Executive Cormzittee mzy not hold for further consideration
request for an olteration in exche rates-net in excess of
10 percent of the esteblished ratc, and the Bxecutlve Committee

moy act on such & request by of its votes. The
agegregate chany _ isic 111 not exceed 10 per-
cent of the initiczlly established rate, regerdless of the
direction of thie chauges.

Because of the uncerteinties of the appropricteness of the
initial rates determined during and immediately after the war,
member country mey chinge the estublished rate of exchange
for its currency up te 10 percent of the initislly established
rate, provided thet the member country shall notify the Fund

of its intention und shall consult with the Fund on the
advisability of its zction; but the aggregete chinges undcr
this provision shall not exceed 10 percent of the initiclly
establish.d ratec, regardless of the dircction of the changes.

V. Powers and Cperations

The Fund shzll have the power to buy, sell and hold gold
rencies, snd govermment sceurities
and trinsfer gold; to issuc its owm obligotions, and i«
for discount or sulc in

o

nber countries.

The Fund shell purchasce for locel currency or nceded foreign
exchenge any menber currancy, for which it is autherized to sell
foreign exchange under V-2, 3, acquired by other member countrics in
settlement of & balmec of payments predominantly on current acceunt
where such currency cunnot be disposed of within the range cstablished
by the Fund.

The Fund muy sell to the Government of any member country (or
Centrsl Bank or Stabilizetion Fund ceting as its cgent) at th
sccepted rate of exchange, currency of member country which the
Fund holds, provided that

The foreign exchange demended from the Fund is intended to ncet
en adverse balance of puyments predominantly on currcnt accownil
with any member country. (Cf. V-3, for eapitel transfers. )

V=3 would rumain unchenged.
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V. Powers znd Operations (continued)

When the gold ond free foreign exchange holdings of & member
country exceed 50 percent of its quota, the Fund in selling
foreign exchnnze to such member country shall require that one-—
half of such exchenge sholl be paid for with gold or foreign
exchenge acecpteble to the Mand,

Provided further, that when the Fund's holdings of the currency of
any member country or countries fall below 20 percent of their respec—
tive quotas, the scle of such currencies shell also require the epproval
of the rerresentatives of these countrices,

The Fand's total holdings of the currency &énd secwrities of
any member country shall not exceed the quota of such country
by more then 50 percent during the first yeer of opcretion of
the Fund, #nd thereaftor shall not exceed such quota by more
than 100 percent (except as otherwise provided below). The
total holdings thus paormitted ere termed the nermissible quota
of 2 country. Vhen the Fund's holdings of loczl currency s£nd
securitics sre equel to the permissible quote of 2 country,
the Fund mey scll foreign exchenge for such edditionel local
currency only with the snecific approval of the Bozrd of

Dir ctors (c¢f. VI-3-a, below), end provided thet at lezst one
of the following twe conditions is met:

When, in the judgment of the Find, ¢ member country, whose
currency and securities held by the Fund excecd its quote,

ie exhsusting its priiniseible quota more rapidly then is
werranted, or is using its permissible quota in a manner thet
clearly has the effect of preventing or unduly delaying the
estoblishment of © sound belonce in its internsational aceounts,
the Fund may plece such conditions upon additionzl sales of
foreign exchange to thet country zs it deems to be in the
general interest of the Fund.

To facilitete copropriste edjustment in the balence of peyments
position cof member countries, @&nd to help correct the distortions in the
pe ttern of trede belences, the Fund shall epportion its szles of such
scarce currency. In such apportionment, it shall be guided by the
principle of setisfying the most urgent nceds from the point of view
of the generel internctionsl cconomic siturtion, It shall also consider
the snmecisl needs snd resources of the rerticulzr countries meking
the request for the scerece currency.

In order to rromote the most effective use of the available and
accumulating supply cf foreign exch:nge rescurces of member countries,
2ah member country sgrees thrt it will offer to scll to the Fund, for its
local currency or for foreign currericies which the member country needs,
cne-hzlf cf the foreign exchsnge resources ¢nd gold it acquires in excess
of its official holdings ¢t the time it become a member of the Fund,
but no country need sell gold cr foreign exchenge under this provision
unless its officiczl heldings (i.e., Treasury, Central Benk, Stabilization
Fund, ¢ tc.) ere in excess of 25 percent of its quota, For the purpese
of this provisicn, conly free snd liquid forcign exchenge resources end
gold shzll be considered., The Fund mey cccent or reject the offer,
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V. Powers and Operations (continued)

A member country shall not exhaust its permissible quota by
more than 25 percent in any year without the approval of the
fund, which may meke its approval subject to sueh conditions
as it deems to be in the general interest of the Fund.

(The British have proposed orally that a country be required
to pay for one-half of its foreign exchange purcheses with
gold only so long as its official gold ond free foreign ex—
change holdings excecd threc times its quota).

Iimitation on a Commitmant
(continustion of V-1, above)

A member whose holding of unitas has reached 120 percent of its
quota shall be entitled to apply further reccipts of unitas to redeem—
ing its original subscription, — first the securitics and then the
gold. ALt any time ofter it hos thus redecmed 2t least 80 percent of
its originol subscriptaon, it shall be cntitled to give notiece that it
will only accept further unitas to the cxtent of 20 percent of its
quota. A member vhich has redeemed all or part of its original sub-
scription for unitas shnll be entitled to reverse its zetion ot any
time (on payment of the intercst which it has saved,) Zg.g. If the
UeS. quota is 2-1/2 billion its maximum commitment is 3 billion=7

(The British have stoted orally that they objoet to the right of the
Fund tc terminate sales of foreign exchange for locel currcncy of member
countrics. They regard the revised provision V-2-b ns giving odcquate
safegunrd since the local currency holdings of the Fund con rise cumu-
latively after the quota has been reached by only 25 percent 2 year.
However, the British would agree thot the Fund might be permitted to
roise conditions upon the scle of fhreign exchonge t) o member country
after the Fund's holdings have renched 1-2/3 times the quota. On
elucidation of the principle -f giving notice, Lord Keynes thought that
there might be s .me promise in this approach.)

(The British hove said orally thet they w.ould like elucidetion as to the
right of a2 member cuuntry t: support exchnngs rotes agoinst o scarce
currency by raticning.)

The Fund may buy gold from o.member ot its par velue in exchm ge
for a bolonce of unitas, the gold s acquired being free geold. A
member may not buy gold ot o price in excess of the par value Jf its
currency. A mcmber desiring t. scll g-1d is expected to offer it to
the Fund, dircctly or through snothcr member, if this will serve its
purposc in selling the gcold equelly welle The Fund mey ot its option,
and with the approvol of the mermber concerned, employ free gold to
redeem any portion of a membert!s brlonce of unitcs in excess of its
quotiae

If ot the end of the year ending ~t cny quarter » member, whose
belenee of unitas is less thon its outstanding subscription, has in-
creased its stocks of gold ond currencies freely convertible into
gold and has reduced its balsnce of unitas during the period, it sholl
use this increcse to replenish its stock of unitas.
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V. Powers ond Operations (continued)

The Fund's total holdings of the currency and sccuritics of any
member country shall not execced the gquota of such eountry by
more than 25 percent during the first year of operation of the
Fund, by morec than 50 percent during the sceond year, by morc
than 75 pcreent during the third ycar, and thercafter shall
not exceed such quota by morc than 100 percent (except as other-
wise provided below)e The total holdings thus permitted arc
temmed the permissible quota of 2 country. ihen the Fund's
holdings of local currency and sccurities are equal to the
permissible quota of a country, the Fund may scll foreign cx-—

. change for such additicnal local currency only with the speci-
fic approval of the Board of Dircctors (cf. VI-3-a, below),
and provided that ot least one ©f the follewing two conditions
is met:

Tthen a member country is exhausting its quote morc rapidly .than

| is warranted cr persiss in using its permissiblc quota in a
flagrant manncr that clearly has the cffcet of preventing or
unduly delayirg the cstoblishment of o sound balance in its
internati-nal accounts, the Fund shall render a report to the

‘ member country indicating the effects of its cxcessive use of
the Fund's resources. The Fund moy also give notice f not
less than one year that it will not thercafter sell forcign
exchonge for the local currency of the member country, but

| during the period >f notice the Fund sholl scll foreign cx—

| chonge to the member country for its local currcney up to

the extent of 25 percent of its quota. However, vhen the

local currcney holdings of the Fund cxceed 125 percent of

the member country's quota, the Fund may reduce the period

of notice to not less thon six months, during which period

the Fund will scll forcign exchange for the local currency of

the member country to the cxtent of not less than 12-1/2 per-

cent of its quota. After the expiration of the period of

notice, the Fund may place such conditions upon additional

sales of forcign exchrnge for the local currcncy of that

member country as it docns to be in the general intercste

To facilitate oppropriate adjustment in the balance of payments
position of membcr countrics, and to help corrcet the distortions in
the pattern of trade balonces, the Fund shall npportion its soles of
such searce currcney. In such apportionment, it shall be guided by
the principle of satisfying the nost urgent needs from the point of
view of the general international econowic situatione It shall
also consider the special needs and resources of the particular
countries making the request for the scarce currency.

When the Fund apportions its sales of scarce currency, a non-
ber country may adopt neasures for the rationing of a scarce cur-
rency within its own country after consultation with the Funde

In order to promote the most effective use of the available and
accumlating supply of gold and foreign exchange resources, cach member
comtry agrees that it will offer to sell to the Fund for its local
currency, or for forcign currcncies which the member country nceds,
one-half of the gold it acquires in excess of its official holdings
at the time it became a menber of the Fund; but no country nced scll
gold under this provision unless its official gold holdings (1604,
Treasury, Central Bank, Stabilization Fund, ctc.) are in cxcess of
25 percent of its quota.

Each nember country shall report to the Fund its official for-
cign exchange holdings at the time it bocomes & member of the Fund
and periodically thercafter. The Fund at its option may require any
merber country to sell to the Fund onc-half of the forcign cxchange
it acquires in cxcess of its official holdings at the time it bocame
2 member of the Fund; but no country nced sell foreign exchange under
this provision unless its official foreign cxchange holdings are in
cxcess of 25 percent of its quotas
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VI. Management

Any country may withdraw from the Fund by giving notice and its
withdraval will take cfisct 1 year from the date of such notice.
During the interval botween notice of withdrawal end the taking effect
of the noticc, such country shall be subject to the samc oblipations
4s any other menber of the fund.

4 countr: which is dropped or which withdraws from the Fund shall
have returncd to it an anount in its own currcncy equal to its contri-
butcd quota, plus other obligations of the Fund to the country, and
minus any swi owed by that country to the Pund. Any losscs of the Fund o
may be deducted pro rata from the contributed quote to be rcturncd to
the country that lhias buen darcpped or has vwrithdravn "fron membership.

Local currcncy holdinpge of the T'und in execess of the above shall be
repurchascd by that country with gold or foreign exchange acceptable
to the Iund.

When any country is dropped or withdrawe from membership, the
rights of the Fund shall be fully safeguarded. The obligations of v
a country to the Fund shall become due at the time it is dropped or
withdraws from riembership; but the Fund shall have 5 years within
which to liquidate its obligations to such country. -

Vi[. Policies of lember Countries

(No specific statement). .




(British request right to withdraw

approve a change in exchange rates).

VII. Policies of lenber Countrie

©

(British request clarification of what appropriate action is required).
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VI. Management

Any country may withdraw from the Fund by informing the Fund of its
withdrawal. The Fund shall not therszafter sell the local currency or
securities of that country unless the Fund's holdings exceed the quota
of the countrye.

A country which is dropped or which withdraws from the Fund shzll
have returned to it an amount in its own curreney equal to its con-
tributed quota, plus other obligations of the Fund to the country, and
minus any sum owed by thot country to the Fund. Any losses of the Fund
may be deducted pro rata from the contributed quota to be returned to
the country thot hes been dropped or hos withdrawn from membershipe

Loczl currency holdings of the Fund in excess of the above sholl
be repurchased by that country with gold or foreign exchange accept—
able to the Fund within & reasonable time. When the Fund's holdings
of local currency ore less thon its obligation to the country, the
Fund shall liquidote its obligations with gold or foreign exchonge
acceptable to the country within o rcasoncble time.

ViI. Policies of Member Countrics

Each member country shall detemine for itsclf the appropriate-
ness of the measurcs it tokes to implement the purposes and the pro-
visions of the Fund, except in such motters as relate to the purchase
or snle of exchange by the Fund. Hovever, the Fund may recommend to
member countrics such action os it regrrds as cppropriate with respect
to the purposcs and provisions of the Fund, ond cach member country
shall give consideration to such rocommendctions.

Each member country undertr-kes the followings
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TREASURY DEPARTMENT
Washington

Summary of the Principal Provisions of
the hevised Draft of the Froposal for
An Interpational Stabilization Fund

I. Purposes of the Fund
The United Nations and the countries associated with them recognize,
as declared in the Atlantic Charter, the need for the fullest cooperation
among nations with the object of securing economic advancement and rising
standards of living for all. They believe that attainment of these objectives
will be facilitated by international monetary cooperation. Therefore, it is
vroposed that there be established an International Stabilization Fund with
the following purposes:

l. To help stabilize the foreign exchange rates of the currencies of
member countries.

2. To reduce the use of such foreign exchange restrictions and dis—
criminatory foreign exchange practices as hamper world trade,

3+ To help create conditions under which the smooth flow of foreign
trade and of productive capital will be fostered.

IT. Composition of the Fund

1. The Fund shall amount to at least $5 billion contributed on the basis
of quotas determined by an appropriate formula. The quota of a country cannot
be increased without its consent.

2. Each country shall pay in gold 50 percent of its quota and the remainder
in local currency. A country with inadequate gold holdings may have its gold
contribution reduced and a country may substitute some govermment securities
(redeemable at par) for local currency.

3¢ The resources of the Fund shall be used exclusively for the benefit
of the member countries,

ITTI. Monetary Unit of the Fund

1. The monetary unit of the Fund shall be the unitas (¥¥) equal in value
to 137-1/7 grains of fine gold (eaquivalent to $10). No change in the gold
value of the unitas shall be made except with the approval of 85 percent of the
member votes,

2« The accounts of the Fund shall be kept and published in terms of unitas.
No change in exchange rates shall be permitted to alter the value of the assets
of the Fund.
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IV. Exchange hates

1. Initial rates of exchange for member currencies shall be based upon
their value in dollars on July 1, 1943. If such a rate is clearly inappropriate,
the initial rate shall be determined by consultation between the country and
the Flmda

2e When essential to the correction of fundamental disecuilibrium,
exchange rates may be changed only with the approval of three-fourths of
the member votes including the countries concerned. Becanse of the extreme
uncertaintics of the immediate postwar pericd, special provision is made for
adjusting exchange rates during the first three years.

V. Powers and Operations

1. The Fund may sell to any member country foreign exchan ge required to
meet an adverse balance of payments predominantly on current account. OUne-
half of such exchange shall be paid for with gold or acceptable foreign exchange.

2+ The Fund's total holdings of the currency of any member country shall
not exceed its quota by more than 100 percent, except with the specific approval
of the Board of Directors, and provided satisfactory measures are being taken
to correct the disequilibrium,.

3« When a member country is preventing or unduly delaying a sound balance
.in its international accounts, the Fund may place conditions upon additional sales
of foreign exchange to that country. The Fund may also require the country to
deposit gold or other suitable collateral.

4e TVhen the Fund's holdings of the currency of a member country become
excessively small, the Fund shall render a report to that country. The Fund
shall also inform member countries of the probable supply of the currency and of
a proposed method for its equitable distribution.

5« Each member country agrees that it will offer to sell to the Fund, for
its local currency or for foreign exchange which it needs, one-half of the gold
and foreign exchange it acauires in excess of its official holdings at the time
it became a member of the Fund.

6e During the first 2 years, the Fund may buy from the governments of
member countries, blocked balances held in other member countries, not exceed—
ing in the aggregate 10 percent of the cuotas. At the end of 2 years, the Fund
shall propose a plan for the gradual further liocuidation of blocked balancese

7« The Fund may levy a charge on the amount of currency held by the Fund
in excess of the quota of a country. If the Fund finds it necessary to borrow
currcney to meet the demands of members, an additional charge shall be made
sufficient to cover the costs of borrowinge
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8« The Fund shall deal only with member governments and their fiscal agents
and not intrude in the customary channels for conducting international commurce
and finance.

VI. Management

l. The administration of the Fund shall be vested in a Board of
Directors consisting of one director and alternate appointed by each member
goverrments. The Board shall appoint an Executive Committee of not less than
eleven of its members,

2+ Each country shall have 100 votes plus one vote for each million
dollars of its quota. No country shall cast more than one-fifth of the
agegregate basic votes.

3. In voting on the sale of foreign exchange, the votes of creditor
countries shall be increased and those of debtor countries decreaseds In
voting on proposals to suspend or restore members, each country shall cast
one votes

4e Any country mey withdraw from the Fund by giving notice of 1 year.
A country failing to meet its obligations to the Fund may be suspended by
a majority of the member countries.

VII. Policies of Member Countries

Each member country of the Fund undertakes:

l. To maintain by appropriate action exchange rates established by the
Fund and not to alter exchange rates except as provided aboves

2. To abandon restrictions (except on capital transfers) over foreign
exchange transactions with other member countries, and not to impose additional
restrictions without the approval of the Fund.

3« Not to enter upon any new bilateral clearing arrangements or engage in
multiple currency practices which retard the growth of world trade or the
international flow of productive capital,.

4e To give consideration to the views of the Fund on any monetary or

economic policy, the effect of which would be to bring about a serious dis-
equilibrium in the balance of payments of other countries.

Mugust 19, 1943.




