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c/I/Dc 1

Report of the Drafting Committee of
Committee 1 of Commission I on
Matters Referred to It at the
Meeting of Committee 1 on July 4.

The Drafting Subcomnittee met on July 5 to consider
the matters referred to it by the Full Committee.

The following members wsere present: Yr. Goldenweiser
Chairman, Dr. Tsiang, Dr. Gudin, Mr. laddek, Mr. Melville,
Professor Robbins and Mr. Varvaressos.

The Committee considered Llternatvees A, B and C
relating to Section 2 of Article I in the Preliminary Draft
Articles of Agreement (Document F-i) and also considered
alternative lanruec submitted by the Colombiann, ew Zealand,
and French delegntione bearing on this Sect'on. The drafting
committee recommr:ds for the consideration of th, full committee
the following languase:

Article I, SectIon

"To facilitate the expsnsion .and balansed grovwth
of international trade aid to contribute thereby
to the promotion and maintenance of high levels
of employment and to th~ developmnnt of tne
sources of produictfrv nower in all member
countries as as rLlor7 ob Jctives of econo:iic
policy."

In recomm.~nding this new formnlatblon thi drafting
cormmittee ¥viszhc to report that the reprc320ntqtfves of the
India: dclsg-tiln acilo -r3 nrescxt durinJ the d:'sCUssIon
expressed nth--s-vcs .. regording the languiage as in improve-
ment from their point of view but as not completely meeting
their wfIsh-c on th, point.

The represC:tLttliv of the fu,,tralin do)ogbltlon also
agreed Lhut the ne.: langungc ics an improvement but styted that
its snuit'bility from the point of vi.,v of his delsesqlon was
pmrtly dsprcndnt upon the languse to be Qdopled under \rticle
III, paragrephs 2, sections (a) snd (d) of the Joint Stotemcnt,
which deal with the conditions under which a member is entitled
to buy another mtember's currency from the Fund in exchange for
its own currency.

The draftinr commtteo theretfore recommnerds thOt if the
new worading it suggests is adopted by the Committee, the ctten-
tion of Comrmittee 2 shall be drawn to the position of the
,ustralixn delegation on this 'atter.

The drafting committee wishes also to report that the
suggestion wnas made in its discussions that many of the diffi-
culties encountered in the drafting of the language of Article
i, Section 2 might bo overcome if thort were a suitable general
preamrble to the final document of the Conference, in which the
basic economic objectives of aill its work, both Fund and Bank, s
are clearly stated.

Document No. 122



The drnfting cormittat r-cormends the following
language for Article I, Section 3:

"To give confidwce to nmember countries by
making the Fundt s resources available to
them under adequate safegu!rds, thus pro-
viding them with opportunity to correct
maladjustments in their balance of payments
without resorting to measures destructive
of nitional or international prosprity."

In nccordancd with its instructions, the drafting
committee deferred consideration of Article I, Section 4.

The drafting committee considered Iltern'tives A and B
of Article I, Section 6 and recommends to the Committee the
following lnguage:

"In occordance with the above objectives, to
shorten the perIods and lessen the degree of
disequilibrium In the intermnational balnnces
of payments of mrimber countries."

The drifting committe calls the attention of the
Committee to the words ct the end of Article I, Alternative A,
which read:

"The Fund shall b- j ided in ill it:s
decisions by t!he purposes sot forth Tbovo."

The drcftinp coj'mlttl- rsco-mrvnds thut the whole
Committee approve U lon of this: lin-ugge sit the end
of Article I.

Doe.a As. 122~~~~~~~~~i
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1EXICAN DELEGATION

NEXICO'S PROPOSAL ON SILVER

Submitted for consideration by Commission III

WHEREAS it is undeniable that about half of the world's

population prefers silver coins to any other kind

of currency for every-day use and trade, as well

as for hoarding;

WHEREAS the economically weaker silver-using nations of the

world, upon becoming members of the proposed Inter-

national Monetary Fund, would in fact agree, among

other things, to collaborate with the stronger nations

in the establishment of a world-wide free market for

gold, and in the maintenance of a stable nd fair

price for thlt metal;

WIEREAS it is just and fair that, in due correspondence,

the economically stronger countries should agree to

extend their cooperation to the economically weaker

ones, in order that silver may also have an ample

market and a relatively stable and fair international

price;

WHEREAS, to comply fully with the proposed agreemcnt, the

silver-using peoples would need proportionately larger,

and therefore more burclnsome, monetary reserves, since

besides their normally heavy investments in silver

coins, they would also have to maintain a gold reserve

proportionately as large as that of eny gold-using

nation;

V¥LIEAS it is not fair that the economically weaker

peoples hould carry the whole weight of their silver

stocks, as well as the heavy losses caused by the wide

fluctuations of their international value, and carry

besides their proportionate share of the gold stocks;

WHEREAS
Doc. 189 (over)
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WHEREAS it has been fully demonstrated by the far-sighted

policy of the United States during the past decade,

that it is not only possible but equally feasible,

without the slightest danger to the monetary equili-

brium even of a single nation, to maintain stable

the relative international prices of gold and silver,

and to stabilize both prices in terms of a single

currency;

WHEREAS it should be relatively easier and less costly for

the United and Associated Nations to oestablish

a Tair and reasonable international price for silver

than to fix one for gold, inasmuch as the present

value of the visible stocks of gold is around thirty

billion dollars, while that of silver is only a fifth

or a sixth of that amount;

WHEREAS one of the main purposes of this Conference should

evidently be, not to select gold or anything else as

a metallic standard which would lead the world back

into the rigidity of an arbitrary yardstick for

national and international values, but rather to lay

the foundations of a well-integrated world monetary

system, wherein certain important currencies generally

accepted in international trade, as well as gold and

silver itself, can and should be used to great advantage,

each to fulfill a different international function;

WHEREAS in the proposed agreement it is foreseen that the

Monetary Fund may be forced to change the price of

gold in terms of all the member countries' currencies,

in order to provide additional means of international

payments;

WHEREAS silver, because of its traditional monetary use by

approximately half of the inhabitants of the world, can

and should be used as a collateral monetary metal for

meeting
Dec. LW)
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meeting such increases in credit requirements of

member countries;

WHEREAS in principle there can be no better grounds for

pegging the price of gold in terms of the United

Nations' currencies, than those for preventing the

wide fluctuations of the international price of silver,

in relation to the same currencies;

WHEREAS the wide fluctuations in the international value

of silver, besides placing a heavy risk on the

shoulders of those countries least able to carry it,

are the direct source of recurrent dislocation of

the monetary system of silver-using countries; and

VIEREAS it is technically possible to achieve a minimum

price for gold and a maximum price for silver in

terms of all the currencies of member countries;

The Mexican Delegation presents for the consideration of

this Conference the following tentative plan to link

silver with gold for international monetary purposes:

I.- That the Monetary Fund should buy and sell from

and to member countries gold and silver together

and jointly, at the fixed rate in terms of

member currencies and in a ratio of, say, one

ounce of pure gold to ten ounces of fine silver.

II.- That member countries would agree to buy and

sell from and to the Fund, and from and to one

another, gold and silver togeothcr and jointly,

at the same rate and in the same ratio as above.

III.- That the Fund should have power:

a.- To alter permanently, by a four-fifths

majority vote, the proportions of gold

and silver set forth above In I and II,

only when a permanent and fundamental

change in the average yearly rate of

Dec. 189 (over) production
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production and consumtion of both metals

has taken place; and

b.- To eliminate silver entirely but temporarily

from its joint purchases and sales of gold

and silver, and to permit member countries

to do likewise, only when and just as

long as, due to an increase in the price

of silver, over and above an agreed

ceiling, the price of one ounce of pure

gold in the basic composite unit as

defined under I and II above, should be

less than the agreed minimum price of

thirty-five U. S. dollars per ounce.

THE MEXICAN DELEGATION submits to this Conference the

following
RESOLUTI ON

A.- That the Fund shall determine the feasibility

of linking silver with gold for international

monetary purposes, in accordance with the

formula pre-inserted or any other formula;

B.- That the Fund shall be authorized to carry

out whatever policy it deems appropriate as

regards the proper role and function of

silver within the international monetary

structure.

Doc. 189
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SECOND REPORT OF THE DRAFTING COMMITTEE
OF COMMITTEE 1 OC COMMISSION I

JULY 7, 1944

The Drafting Connittee met on July 7, 1944 to consider
the matters referred to it by the Full Committee on July 5
and 6, 1944.

The following members were present: Mr. Goldenweiser,
Chairman, Dr. Talang, Dr. Gudin, Mr. Mladek, Mr. Melville,
Professor Robbins, Mr. Morozov, and Mr. Varvaressos, and
Mr. Brown end Mr. Young from the Secretariat.

The Drafting Committee recommends the following language
for Article II, Section 1 - Countries Eligible for Membership:

Article II, Section 1

"At the outset the members of the Fund shall be
those of the countries represented at the United
Nations Monetary and Financial Conference whose
governments accept membership in the Fund.

"Subsequently membership In the Fund shall be open
to other countries at such times and in accordance
with such terms as may be prescribed by the Fund.

The Drafting Committee recommends the following language
for Article II, Section 4 - Adjustment of Quotas (page 3):

"The Fund shall at intervals of five years review
and, if it deems it sppr'zpriate, adjust the quotas
Mf 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 con-
cerned4 A four fifths majority vote shall be re-
quired for any change in quotas and no quota shall
be changed without the consent of the member con-
cerned."

The Drafting Committee recommends the following language
for Article II, Section 5 - Initial Payments (page 4):

"Each member shall pay in gold as a minimum either
(a) twenty-five percent of its quota, or (b) ten
percent of its offici¶V holdings of gold and gold
convertible exchange,- whichever is smaller on

In the case of any mem-
ber occupied by the enemy whose holdings are not
sscertainable as of , tne Fund
shall fix an appronriate alternative date. The
data necessary to determine official holdings of
gold and gold convertible exchange shall be

furnished

j/The phrase "gold end gold convertible exchange" is subject
to definition and to such change in terminology as may be
agreed upon.

Dec. #192
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furnished by the members as provided in this
Agreement, Each member shell pay the balance
of its quota in its own currency4"

The Drafting Committee recommends the following lan-

guage for Article IX, Section 2 - Gold purohases Based on
Parity Prices (page 38):

"Monetary authorities or agents of member coun-
tries Thall not buy or sell gold at prices which
vary from the agreed parity of their currencies
by more than a prescribed margin."

The Drafting Coinmittee wishes to report that if any
revisions are later included under Article IX, SectiOn 1 -
Purpose and Scone of Additional Undertakings (p. 38 of

Document SA/1), which effect Section 2 of this Article, the
Committee wishes to reconsider its recommendation.

The Drafting Committee recommends the following lan-
guage for Article IX, Section 3, paragraoh (a) - Foreign
Exchange Dealings Based on Par Values (p. 39 of Document
SAi/):

"The Fund shall prescribe the margin by which
the maximum and minimumn rates for exchange trans-
actions in member currencies may differ from
parity. This margin, however shall not exceed

percent of the parity.

This recommendation is made by the Drafting Committee
in order to make clear that the no!rposc of the oaragraph
is to prescribe the sopread within which transactions may
be carried out and not to fix the level or parity of ex-
change rates which is dealt with in other provisions of
the agreement. The discussions of the Drafting Conmittee,
however, develoned a difference of view as to whether it
is intended that the buying and selling rates falling with-
in the permissible spread should be agreed upon by the Fund
and each member, or whether the member country should have
full freedom in this respect. The Drafting Committee con-
sidered this to be a matter of substance and not falling
within its competence, and referred the question to the
Full Committee.

The Drafting Committee recommends the following lan-
guage for Article IX, Section 3, Paragraph (b):

"Each member undertakes, through appropriate
measures authorized under this agreement, not
to permit within its jurisdiction an apprecis-
tion or depreciation of

the
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'/the exchange value of its own currency in terms of
gold beyond the range prescribed under (a) above.
In particular, a member whose monetary authorities
in fact freely buy and sell gold or gold convertible
exchange within the prescribed range, to settle inter-
national transactions, shall be deemed to be fulfilling
this undertaking."

Some members of the Drafting Committee felt that it would be
necessary to obtain clarification of the precise meaning of the
word "freely" as used in this provision.

The Drafting Committee deferred consideration of Article IX,
Section 3, Paragraph (c), in accordance with its instructions from
the Full Committee,

The Drafting Committee considered again Article I, Section 4
of the agreement which deals with the promotion of exchange stability
as one of the purposes of the Fund. The Drafting Committee wishes
to inquire of the Full Committee whether the procedure for changing
exchange rates has been agreed upon since it can not make a recom-
mendation on this section until that is done.

The Drafting Committee also considered Article II, Section 3 -
Time and Place of Payment (p. 2 of Document SA/1), which was re-
ferred to it by the Committee on July 4, 1944. After consider-
ing the possibility that the language in this clause might enable
a country to be a member of the Fund for a considerable tien with-
out furnishing its quota, the Drafting Committee decided that the
language of the clause was not susceptible of such interpretation
and was, therefore, satisfactory. The delegate fromCzechoslovakia
wishes the Drafting Committee to report that his agreement with the
wording of this section is contingent upgn the manner in which the
Conference finally decides to deal with Alternative B to this pro-
vision, which provides for special arrangements for the payment of
quotas by countries whose currency systems have been disorganized
as a result of the war.
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RESTRICTED

COMmITTEE 4 OF COMIeSSION I

REPORT OF THE SUBCOMMITTEE

TO CONSIDER ARTICLE IX, SECTION 7 -- AND OF THE ASTERISK COMMITTEE

JULY 7, 1944

At thefourth'lpeting of Committee 4 the Chairman of

the subcommittee to consider article IX, section 7 read the

document approved by his Committee.

Following the regular meeting of Committee 4 the Asterisk

Committee met to consider articles XI and XII.

Copies of the articles referred to above as approved by

their respective committees are enclosed.

Manuel B. Llosa
Chairman of Committee 4

Col, Charles Dyson
Secretary, Committee 4

7/7/1144
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COtMISSION I

STATUS OF COIM4ITTLE ASSIGNTvNTS

AS OF 6:OO mi. __

Committoce - Purposes, PoliciCs, and Quotas of the Fund

AB~rticle ~Referred to Referred to No Action
artnd icl~ iDrafting or Commission I or
Section Language Other Sub- Without Decision

Sec nAp Committee Decision Dcfcrred

Article I - Pur-
poses and ?oli-
cies of the Fund

Sec. 1

Sec. 2

See. 3

Sec. 4

Sec. 5

Sec. 6

Additional
paragraph

(Alt. A, p. la)

Joint
Statement

Drafting
Committee's
revision

Drafting
Committcee's
revision

xx

Alt. A

Drnfting
Committoe's
revision

Alt. A

Alt. F,

Alt. G

Alt, H

Article II - Subzcrip-
tion to the Fund

Sec. 1-Countries
Eligible for

Membership

See. 2-Quotas

Sec. 3-Time and
Place of Psymcnt

Alt, b (p. 2a) and
Alt. B & C (p. 4a)

Alt. C (p. 2b) and
D (p. 4b)

Doec. #202

xx

xx

xx

xx

A



-2-

LaD agu g
ccoptcl

RcfCircd to
Drafting or
Othor Sub-
ComTlm ittee

Refcrrcd to
CommiLssion I
Wiithout
Decision

No Action
or

Decis ion
Dcfcrfcrrt

Sec. C-i.:1tn]

(a;;: i'C II)

Soc.i -,O IrrtS

2 f , -1 ? i1 l

se . I, ,.;

xx

Alt. A

Artci,! 7X - C" a
%'J; -'J2 em <'

Countz its

SCoc I-PTih'?DoScc.
all r~ ? d L
2dd~ti!
un:o 7i :

Sec. 2-Goid pur-
cli0es b£sci on
parity prices

Sec. 3-Foreign Ex-
clrangc dcallnCs
bascd on par
v"lucs

Sec. 4-Ecchcangc
controls oa
Cvurrcnt Piymants

C !~ ri I cat I oil
of la253uake
rcuc ted from
CGo: iisds on I

xx
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Committee 2 - Operations of the Fund

Language
Accepted

Referred to
Drafting or
Other Slub-
Committee

Referred to
Commission I
Without
Decision

lb Action
or

Decision
Deferred

Article III - Transae-
tions with the Fund

Sec. 1-Agencies
Dealing with
the Fund

Sect 2-Conditions
upon which any
Member May Pur-
chase Currencies
of Other Members
par. (1)

par. (2)

par. (3)

par. (4)

Final Sentence

Sec. 2(a)-Conditions
Governing Pur-
chases for Capital
Transfers

Sec. 3-Declaring
Members Ineligible
to Use Resources
of the Fund

Alt. E (p.6d)

Sec. 4-Limitations
on Operations of
Fund

Sec& 5-OpePations
for Purpose of
Preventing Curren-
cies Becoming
Scarce
par. (1)

par.(2)
V

xx

Alt, A

Alt. A

lt. A

Alt. A

xx

Ult. A

Ax

Llt, A as
Lmended

Article
and
Section

Alt.,A

xx

A
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Article
and
Section
(Article III)

beg. p-¥utUtilateral
International
Clearing

Sec.7-Acquisition
by Members of
Currencies of
Other Memoers
for Gold

Sec. B-Other Acqui-
sitions of Gold
by the Fund

Sec. 9-Transferabil-
ity and Guarantee
of Assets of the
Fund

Sec. 10-Charges and
Commissions

Sec. 12-Considera-
tion of Representa-
tions of the.Fund

Language
Accepted

Referred to
Drafting or
Other Sub-
Committee

Referred to NbAction
Commission I or
iithout Decision

Decision Deferred

par.(d) referred
to drafting
Comlittee

xx

Alt. A

xx

xx

xx

xx

Article IV - Par Values
of Member Currencies

Sec. 1-Par Values of
the Currencies of
Members Alt. A

Sec. 2 xx

Sec. 3 xx

Sec. 4 xx

Sec. 5-Uniform Changes
in par Value xx

Sec. 6-Protection of
the Assets of the Revised
Fund Alt. A

Sec. 7-Separate cur-
rencies within a
Member's Jurisdic-
tion Alt. A
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Language
Accepted

Referred to
Drafting or
Other Sub-
Committee

Referred to No Action
Commission I or
Without Decision
Decision Deferred

Article V - Capital
Transactions

Sec. 1-Use of Resources
of the Fund for Alt. A,as
Transfers of Capital amended

Sec. 2-Limitations
on Controls of lt. A, as
Capital Movements amended

Article VI - Apfortion-
ment of Scarce Curren-
cies

Sec. 1-General
Scarcity

Sec. 2-Scarcity of
the Fund's holding

Article X - Transition-
ai Arrangements

Sec. 1-Exchange re-
strictions and cur-
rency arrangemlnts
and practices re-
tainod

Sec. 2-&ithdrawal of
exchange restric-
tions

Sec. 3-Policy of the
Fund during the
transition period

Sec. 4

Article XIII - Final
Provisions

Sec. 5-Fixing ini-
tial par values

xx

XX

XX

xx

XX

i
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Committee 3 - Or:laniaation and inaaernent of
the Fund

Referred to
Drafting or

Language Other Sub-
Accepted Committee

Referred
to Commis-
sion I
Without
Decision

No Action
or

Decision
Deferred

Article III- Transac-
tions with the Fund

Sec. 11-Furnishing
Information

Article VII - kanagerment
of the Fund

Sec. 1-2oard of Gov-
ernors

Sec. 2-Executive
Directors

Sec. 3-Voting

Sec. 4-The General
?anager

Sec, 5-Publication
of Reports

Sec. 6-Depositories
par. (a)

par. (b)

Sec. 7-Form and
Poldings of
Currency

Sec. 9SLocation
of Office

Sec. 10-Distribu-
tion of Net in-
come of the Fund

Combinatlon of
Alt.A & Alt.B,
as amended

xx

xx

xx

Alt. A

Alt, A

Alts, A &
B refelred
to Commis-
sion I

Alt. A

xx

Alt, A,
amended

Sec. ll-tiscellan-
eous Powers
item (4) xx

item (5)

Article
and
Section

xx

Alt. A
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' Article
and
Section

Language
Accepted

Referred to
Drafting or
Other Sub-
Committee

Referred to -

Commission I
Wi. trout
Decision

No ctton
or

D0 i.Doefe ~' )

,article VIII - Wit}--
drawal from the Fund

Sec. 2-Susponsion of
Membership or Com-
pulsory i1<hdrawal

Sec, 3-Settlement of
accoiunts with coun-
tries ceasing to
be momberi

Sec. 4-Liquidation
of Fund

Conmittee L - Fora and Status of the Fund

Article VII - Manage-
ment of the Fund

Sec. 8-Relationship
to other interna-
tional organiza-
tions Alt.A

Sec. 11-Miscellani-
eous powers.
Introduction and
items (1), (2),
and (5).

.lt. A,
is amended

Article VIII -W'ithdraw-
al from the Fund

Sec. l-Right tf Mem-
bers to ½ithdraw Alt. A

Article IX - Obligations
r- Memper Countries

Sec. 5-Immunity of
Assets of the Fund Alt. A

Stc. 6-Immunity Included in
fron Suit new Sec. 5

Sec. 7-Restrictions
on taxation of Fund,
its employees and
obligations

XX

j
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S'2$lo d

Refecrrcd to
Drafting or
Othert Sub-
Comrlttee

Rferer od to
Commission I
VWithQut
Dociilon

No Action
or

Decision
Deferred

Article XI - ~and-
mrents

Article XII - Initcrnxe-
tation of tho Agreene:

Sue. l-Interpretaticn

,cc. 2-Definitions

Sec. 3-Effcct on Other
Intearnational Com-
mitmonts

Article XIII - Final

Sec. I-Entry Into
Effect

Sec. 2-Effective
date of Agreenmnt

Sec. 5-Calling the
Initial Mooting
of the Fund

Sec. 4-Agenda of
Initial Meeting

Article XIV - Execution
of the Agreement

xx

xx

xx

xx

xx

xx

XX

XX

Article
and
Section
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COMMISSION I

STATUS OF COMMITTEE ASSIGNMFNTS

AS OF 6:00 P.M., JULY 9. 19LL

Policies, and Quotas of the Fund

Language
Accepted

Referred to
Drafting or
Pther Sub-
Committee

Refebred to No Action
Cormnnssion I or
Without Decision
Decision Deferred

Article I - Pur-
poses and Poli-
cies of the Fund

See. I

Sec. 2

Sec. 3

Sec. 4

Sec. 5

Sec. 6

Additional
paragraph

(Alt. A, p. la)

Joint
Statement

Drafting
CommitteeIfs
revision

Drafting
Committeets
revision

Alt. A

Drafting
Committee's
revision

Alt. A

Alt. F,

Alts. G, H

Alt. K

Article II - Subscrip-
tion to the Fund

Sec. 1-Countries Drafting
Eligible for Committee's

Membership revision

Sec. 2-Quotas

Sec. 3-Time and Alt. A
Place of Payment

Alt. B (p.2s) and
Alt. B & C (p.4a)

Alt. C (p. 2b) and
D (p.hb)

o7/. 240 (22)Doc. f2[~O (202)

Article
and
Section

xx

xx

XX

xx*

xx

xx
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Language
Accept ed

Referred to
Drafting or
Other Sub-
Committee

Referred to No Action
Commission I or
Without Decision
Decision Deferred

Sec. 4-Adjustment
of Quotas

Sec. 5-Initial
Payments

Sec. 6-Payments
when Quotas
are Changed

Drafting
Committee's
Revision as
amended

Drafting
Committee's
Revision

Alt.A

Article IX - Obliga-
tions of Member
Countries

Sec. 1-Purpose
and scope of
additional
undertaking

Sec. 2-Gold pur-
chases based on
parity prices

Sec.3-Foreign Ex
change dealings
based on par
values

Sec. 4-Exchange
controls on
Current Payments

xx

xx

xx

xxSec. 8

Doc .#240 (202)
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RESThRIC TED
Committee 2 - Operations of the Fund

Language
Accepted

Referred to
Drafting o"
Other Sub,
Committee

Referred to No
Commission I Action
Without or Deciso
Decisioh Deferre

P 1 icce III - Transac-
tons with the Fund

Sec. 1-Agencies
Dealing with
the Fund

Sec. 2-Conditions
upon which any
Ylcrber May Pur-
chase Currencies
of Other Members
par. (1)

par. (2)

par. (3)

par. (4)

Final Sentence

Sec. 2(a)-Conditions
Governing Pur-
chases for Capital
Transfers

Sec. >-Declaring
ltmbers Ineligible
to Use Resources
of the Fund

Alt. E (p.6d)

Sec. [4-Limntitions
on Operations of
Fund

Sec. 5-0perations
for Pnr-c3s of
Prrveuv:n iCurron-
citez Uccoming
ScarcQ

par, (1)

Alt. A
as amended

Alt. A

Alt. A

xx

Alt. A

Alt. A

Alt. A

Alt. A

xx

Alt. A

Drafting Committee's
rovision

par. (2) Alt. A as
amended

-3-

Article
and
Santion

De. 7/9/44 (202)Doc. #240 (202)
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RtSTRTSTTM- I -

Article
and Language
SectionAcet
(ArEticle III)

e.6- Multilateral
International
Clearing

Referred to
Drafting or
Other Sub-
Committee

Referred to
Commission I
Without
Decision

No Action
or

Decision
Deferred

xx

Sec. 7-Acquisition
by Members of
Currencies of
Other Members
for Gold Alt. A.

Seco 8.0ther Acqui-
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Second Report of Cbmmittee 4 of Commission i

Dr. iilhelm Keilhau, Reporter.

The second meeting of Committee 4 was held on July 5. TheCommittee adopted the same rules of procedure as had already been
introduced for the other conmittees.

The Committee discussed the articles dealing with immunityand taxation exemptions of the Fund, its Governors and staff. Oneof the delegations suggested that the Governors and staff of theFund should enjoy "diplomatic status," but it was pointed outthat if the Governors and functionaries of the Fund were givendiplomatic status, they would, in reality, be placed in a betterposition than persons belonging to arny country's diplomatic service.The fact is that the diplomats and the diplomatic staffs are re,sponsible to their governments which have every power to actagainst them if they conmdt any trespasses, whilst the GovernOrsand the staff of the Fund will be responsible to an internationalbody with no power of jurisdiction. The suggestion was withdrawn.

The discussions revealed that a number of complicated legalquestions were connected with the substance of Article IX,Section 7 (page 43a), and it was resolved to refer these questionsto a special subcommittee to be appointed by the Chair. As membernsof that subcommittee were chosen the delegates from Cuba, Norway,Union of Soviet Socialist Republics, United Kingdom and the UnitedStates of America, with the delegate of the United States asChairman. As members of the "asterisk" committee were chosen thesame delegates with the addition of the delegates from China,Ecuador and Poland. Consequently, these two conmittees were able
to join in a final meeting.

The work of the subcommitteesas well as that of the wholeCommittee encountered one difficulty of a particularly theoreticalcharacter, as it proved to be rather difficult to find legal ex-pressions which meant quite the same thing in the legal systomsof the Anglo-Saxon powers as they mean in the legal systems ofmost other countries. Accordingly, the discussions, and, in parti-cular, those of the subcommittee on Article IX, Sectiot 7, had toconcentrate on a number of legal points, but I daresay that we atlast succeeded in finding formulations which were deemed satis-factory by the representatives of all nations participating.The final drafts of the two subcommittees were placed before thefifth meeting of the Committee, held on Saturday, the 8th of July,and adopted. At the end of that meeting the Committee had dealtwith all provisos contained in the material which, until then,had been made available. The Committee has even done more. Thefact is that most questions concerning form and status of the Fundwill be identical with the same questions in relation to the Bank,and I should think that the solutions found and elaborated by theCommittee for the Fund may be applied to the Bank with very slightand unimportant alterations.

If I am not mistaken, I have to report only one disagreement onsubstance. It refers to Article VIII, Section 1. The Australiandelegation will bring before the Commission Alternative B (Docmecnt 32,page 34), to the effect that "a member country may withdraw from the

Fual



14

CI/4/RP2

-2-

Fund by giving notice in writing, and the right of withdrawal
shall not be prejudiced by membership of the Fund being made
a condition of membership of any other international body."
The other delegates who partook in the discussion, declared
that the proposal could not be accepted, because the Fund was
not in a position to dictate to other international bodies
what policy such bodies might find it appropriate to adopt.
Against this observation, the Australian delegation remarked
that their proposal would act as a reconmendation from the
Fund to other international bodiesk and that it would be up
to these bodies to attach the right importance to such
recaommnendation. The Australian delegation firmly wished the
inclusion of the proviso because the whole system of the Fund
was such that an immediate and unconditional withdrawal was
left as the only means of securing the sovereignty rights of
member countries in case of serious conflicts with the Fund.

As the various proposals of Condittee 4 have been distributed
to all members of Commission I, I do not find it appropriate in
this short report to comment upon them in any detail. I should
only like to draw the attention of the members to the nature of
the problem which we have tried to solve by the provisos in
Article XII, Section 1, (a), (b), and (c) (Document #198, to
substitute for Page 46a). This problem consisted in keeping
disputes concerning the interpretation of the Agreement between
the Fund and any member country, within the setup of the Fund
itself, but, at the same time, to secure for the member in
question privileges of fair treatment. I think that members,
when they read our proposals, will acknowledge that we have
succeeded in finding a workable solution. If a conflict should
end in the withdrawal of the member country, or disputes between
member countries and the Fund should arise after its possible
liquidation, we have drafted rules of arbitration. We have
found it necessary that the Convention itself prescribe the
composition of the tribunal of arbitration. We propose that
each party should appoint one member and that the upire, unless
the parties otherwise agree, shall be appointed by the President
of the Permanent Court of International Justice.

Doe. #233
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RESTRICTED

SECOND REPORT OF COMMITTEE 2 ON OPERATIONS OF THE FUND

TO COMMISSION I

July 9, 1944

Professor Robert M 0 S S E:

Revision of First Report

Upon request by Mr.Rasminsky (Canada), I want to reviseone of my statements on page 2 of my report of July 5, 10:30
a.m,s to Commission I (Doe. #128). I substitute the word
"willigness" for the word "11consent. I did not imply thata specific consent in the legal sense of the word was required
from the capital importing country; I merely meant that capitaltransfers in the case of Section 2a (page 6a) will practically
be impossible if the prospective capital importing country
should be unwilling to accept these imports of capital. I wasthinking in terms of actuality and not in terms of legality.

In its meetings Wednesday through Saturday, Committee 2made considerable progress, covering Article III, sections Sto 12, Article IV, Article V and Articlq VI. Unfortunately,
it ducked around a few hurdles; with, however, the firm inten-
tion to come back and take them later.

ARTICLE III - TRANSACTIONS WITH THE FUND

(The references are always to Doe. SA/l. The numbers ofthe sections are those appearing in Alternative A.)

Section 2. Conditions upon Which any Mber may PurchaseCurrencies of other Mebs 3 ea) - a rry-ver v

You remember, Gentlemen, that this Commission sent backto Committee 2, Article III, 2 (3), which can be referred toas the carry-over question. Committee 2 in turn sent this
problem to an ad hoc Subcommittee, composed of Australian,
Brazilian, Canadian Chinese, French, Mexican, Dutch, British,
Soviet and United States representatives.

I am advised that this ad hoc Subcommittee has made goodprogress but its report has not yet been placed before
Committee 2,

Silver (page 6d)

The Committee has received an Alternative E to be insertedas an additional section after Article III, section 2 (page Sd),
This alternative deals with the rights of silver hoarding
countries to obtain from the Fund additional foreign c urrency.
This suggestion obtained support from a number of countries.
There was also a strong statemesnt in opposition. Further
discussion was deferred when it was suggested that some modifi-
cation of the waiver provision might afford a satisfactory
compromise.

7/9/44
Doc. #234

-L-~~~~~~~~~~~~~~~~~~~~~~~~~~~



Section 2(a) - Conditions Governing Purchases
For Capital Transfers (pages 6a and 6b)

Please refer to Report No. 1, Document CI/2/RP1.

Section 3 - Declaring Members Ineligible to
Use the Resources of the Fund (pate 6b)

please see Report No. 1, Document CI/2/AP1.

Section 4 - Limitation on the Operations of the Fund (page 7)

As I already said in Report No. 1, Alternative A (page 7)
was approved. I want, however, to elaborate somewhat on my
remarks, from an operative standpoint, A member country is ex-
pected to call upon the resources of the Fund when its balance
of payments with one particular country becomes unfavorable. In
the case of two countries having free exchange markets, the signal
will be a weakening of the currency of the country which has an
unfavorable balance. With the old-fashioned system, the weak-
ening would be stopped by gold exports when the gold point is
reached. With our machinery, the interested country will draw
foreign currency from a pool of reserves and there appears to
be a kind of international Fund point. However, I dont t think
that there is any obligation for a member country to wait until
the Fund point is reached to draw from the Fund. In the case
of countries with exchange controls, the si',.ation of the bal-
ance of payments will appear directly in the books of the cen-
tral agency dealing with exchange.

There are, however, two limitations on that mechanism.
On the one hand, a country can buy only the currency of another
country and can not obtain an international medium of payment,
therefore, some degree of supervision of the bi-lateral balances
of payments is entrusted to the Fund. On the other hand, a
country can only buy foreign currency from the Fund without
being able to sell oreign currency to the Fund. This section
on limitations was well christened indeed. If I am mistaken
in this interpretation, I will be glad to be corrected.

Section 5 - Operations for the Purpose of Preventing
Currencies from Becoming Scarce (page 8)

On section 5, page 8, general agreement was reached on
Alternative A as amended,

According to paragraph (1), the Fund may borrow the cur-
rency of a country either from the Government of that country,
or from a private source or from a third country, but in the
last two cases, the Government whose currency is being borrowed
must approve of the transaction. Paragraph 2 should now read:
"Buy that currency from that member with gold." The meaning
implied is that a country is required to sell its currency for
gold. It is also meant that the Fund may buy with gold the
currency of one member only from that particular member.

7/9/44
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Section 6. - Multilaterel International
Clearing.(pages 9a and 9b )

There was some discussion of this matter but it was
agreed to defer further discussion pending clarification.

Section 7. - Acquisition by Members of the
Currencies o Other Members

for Gold. (page 1l)

The Comrmittee endorses without objection section 7,
Alt ernative A, page lQ. According to this section any
member desiring to obtain the currency of another member
for gold shall make the purchase from the Fund provided it
can do so with equal advantage. Apparently this Article
gives to the Fund almost a privilege; the idea is to
channel gold to the Fund instead of allowing member
countries to use their gold outside the Fund. Under this
rule the Fund will be able, to a certain extent, to dis-
pose of its holdings of national currencies and to acquire
Told instead. The only difficulty is that the phrase
Iprovided that it can do so with equal advantage" offers a
rather easy possibility of circumvention.

Section 8. - Other Accuisitions of Gold
by the Fund. (page 1l)

The discussion of this question was deferred because
Alternative A has not yet been submitted to the Committee.

Section 9. - Transferability and Guarantee
ci? the AssetsoI the Fund.

(page 712

Section 9 was referred to the Asterisk Committee. After
hearing the report of that Committee, Committee 2 agreed to
accept paragraph (a) and paragraph (c) as they stand. But
the Asterisk Cornittee reported that it had not been possible
to agree on paragraph (b). After a long discussion, the Com-
mittee requested the American delegation to submit a memoran-
dum explaining the implications of this paragraph in economic
terms; the memorandum should also recommend technical men-
Ures to protect the Fund's interests. May I suggest that
the Commission not undertake any discussion until Committee 2
has further considered the question.

Section 10. - Charges and Commissions. (page 13)

Deferred because material lacking.

Section 11. - Furnishing Information. (page 14)

Transferred to Committee 3 of Commission I.

Section 12. - Consideration of Representations
of the Fun. (page 15)

This section is still being considered by the Asterisk
Committee of Committee 2.

7/9/44
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ARTICLE IV. PAR VALUES OF MEMBER COUNTRIES.

On Article IV in general very good progress was made.

Section 1. Par Values of the Currencies of Members (Page 16:

This section has been approved as per Alternative A. It
states that the par values of the currency of each member shall
be expressed in terms of gold as a common denominator or in
terms of gold convertible currency unit.

Sections 2 to 4. Changes in Par Value of Currencies(Page la

There was a long controversy on the very familiar topic
Rigidity vs. Stability about which we all have heard for nearly
20 years. Probably neither the adherents of flexibility, nor
the adherents of stability have changed their minds during our
discussion. But, most of them are almost willing to end this
twenty-year war by a compromise. I was instructed to report
to you that the Committee made substantial progress but it was
decided to defer drawing the discussion to a conclusion until
all delegates have had time to examine the proposal more care-
full;. In the course of the discussion strong views were ex-
pressed together with some reservations; but since the discus-
sion has not been concluded, I tbkught it advisable to postpone
reporting reservations and recorfd views until final action is
taken by the Committee.

Section 54 Uniform Changes in Par Values (Pages 18, 18a, 18b)

Committee 2 has reached no agreement and has instructed ms
to report that there is wide diversity of opinion.

The issue concerned the majority which would be required in
order to decide on a uniform change in the gold value of member
currencies. Some committee members wanted the decision to re-
quire the approval of each country having o10% or more of the
quotas. Others insisted that the question should be decided by
a majority vote based on voting power as determined by quotas.
And many others would like to see the question decided by a
majority of the countries, each country casting one vote,

As a matter of fact these different ideas are diversely com-
bined in the various alternatives. One obvious underlying fact
is that Countries with a small quota favor having one vote by
country. But there is also another underlying issue, namely,
that the rules on voting determine the degree of flexibility.
The more stringent the rule of the majority, the less the pos-
sibility of changes in the gold value,

7/9/44
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The n-rostion is a vor?- Jntricte one nd the only
tlin- I cmn do is to offer, in q )rsoanl. O cpiCLy, the
suEzostien that the question be dealt with by Comrittee B
as a nert of the gonernl problelu of voting. As a furtr-r
zuc.ti on, y-,ur reporter feels thtat t'.ero should be one
or two g:encral rules 4foncernrng the voting ,&nd these rules
sthould be applied in all. 2,rsecs ltste'Ad of vinc to decide
for I.ch problem what kind of miajrity is reifoired.

Section 6. Protection of the Asoets of the Fund,
(Pagea-l-

This Sotion 6 or s tenoleilly ae' .u =!cn with ? 2f§ht
change in thle ,vo.rding (see rinutL of :t , July 7bh,
2:30). This Section states tlnLi the Fund Lm7y .cavc nerithor
losses nor nrofits out of its holding for Aiyn currencies,
in c-so of h,,nge in the vnluve of the curroncy. Tis prin-
ciplo is us',a'ly refer-ed to as S c"_ se .

Sectiloi 7. Soczrete Cnrrr3ncijes -t in n ienetr ½s
JTurisdiction. (page 20 .)

Altornotive A, pfge 20, v, s i;cco tod, 'it' the v'g-
gosti;)r to our 1 n to 1 0,,>, t', word t 0ho4 7 0 p-o
Secti on 7 rlrely states tlcat in ofso Df vari.oul currencies
in the different territorres of nre i !ier, this member has
tho option to decide whetyjir the ng re its to the
rmetropolitan currency alone or to one or more seocified
subordlnste cursencies.

'VIth this Section, 'n clos> Art Ile IV.

AidT CLE V. CAPITA 0 ' T ANSACTIONS

Section 1. Use of R3es(ources of the Cund for Trnsfoer
of Capitil. (poea 21f)

After a vrC7 .nforrative discussqcK thera was a dereral
agroeement on this Section (se T inrutas i qetlng, July 7th,
2:30), According to this Section, ls amiended, a rneber mayn
not male n4t usie of tile resources of tile Thmd to 'e't o
lnrge out-flew of oapit!l'. But the rise of t!e Fund is per-
ntLedC for capitol tir.nstctions of :i reoŽsoenrblc ginount re-
quinPod for the ordInory coirse f business. A to(int well
r.. d by the Delegate from India and suioortod ly the Dole-
site from the United Lingdom was tlhat th, -,,ovmuint of capi-
tal oods Is not rostricteL in 'mny t} y this Articley

Sectlor 2. 11i< mtation on Controls of Co'ta 'ovemcnonts.

Com,'itte- 2 arceed unon tlhe fol owing rev draoft: "'Ram-
tars rnay exercise suchi controls us rw nooressairy to ra&ulatQ
intornotionnl clrittal movements, but no member ni-y e'trcise

such
7/9/f 4
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such controls in a isnner which will restrict oatnonts for
current transactions or rhih will unduly dclay the trans-
fer of funds....°" and so on, as per Alternative A.

This Article is certainly a very innortan t one because
it recognizes the right of any member courtry to organize
or to maintain an exchange control for caoital inovaoents.
Furthermore, as )ar Section 1, page 21, the Fund is autho-
rized to request a member to set up such controls. Although
the general purpose of the Fund is to foster free exchanges,
it is remarkable that the exnerts have found it advisable
not only to make provisions allowing exchange control for
capital movements, but also recos uending it in some cases.
It will certainly be difficult to draw a line b-tweon con-
trolling movements of capital and controlling transactions
for trade purposes.

ARTICLE VI. APPORTICENT OF SCO;KCI CUliht5 C US. (page 23b

There was rereral agreoment on Section 1, Section 2,
Section 3 and Section 4 of this Article. According to these
sections, when a clr'ency becomes scarce, the Fund shall
formally declare the scarcity of that curtency and shall
henceforth aportr;on the supply of that currCOncy with due
re-ard to the relative rneeds of meeers, to the general
international economic situation and to anry other pertinent
considerations. Those mrbers whose currency has become
scarce may tempcrarily limit the freedorm of exchange opora-
tions. Although thiz Article was approved, some reserva-
tions were expressed conoerni.ng the way in 7which the scarce
currency or currencies will be apportioned. It seems clear
that Alternative A oractically gives a blanket control to
the Fund. Specifically, the question was raised as to which
majority will be necessary to decide upon such matters.

7/9/44
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STATUS OF ASSIGN=S OF C011ITTEE 2 1(C0QISSION I)

OPERATION1S F TtE FLrnD
AS 0F 7:00 P.E., JULY 8, 1944
(REFRENCES WILDE TO DOC.SA/1)
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Referred to
Commission
Without
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I or
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Deferred

ARTICLE III. TR~NSACTIONS fITm "M FUND

Section 1. Agencies Dealing with the Fund.
Alt. , p. 5.

C
Section 2. Cotditions Upon Which Amy Member

NU Burchase Currencies of Other
Members, Lt. A. p. 6a

Introductory Sentence

Par. (1)

Par. (2)

Par. (3)

Par. (4)

Final Sententce
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Alt.z. as
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111.2.
Introd.
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111.2.(1)
Alt. IL

III.2.(2)
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Alt. A
III.2.Fin.
Sent.Alt.

I:I.Z.(3 )

Other
Actiox

IS~PENDIX I,
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Article and Section
(Sections as numbered in Alternative A)--

ARTICLE III, Section 2 (Continued)

Alt. E, p. 6d

Section 2(a). Conditions Governinr Pur-
chases for Carlt rans-
fe~rs, AbIEP~lJ

Section 3. Declari ember Ithelipible
to use Resources of the Fund,

Section 4. Limitations on Oqperations of
the-- -h Fund, Alt. A. p.

Section 5. Operations for Purpose of
Preventing Currencies Becom-
ing Scar-

Par. (1) and (2)

Section 6. Multilateral International
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PA_ _% ptad

i
III.2a,
Alt .A
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Alt. A

111.4.
Alt.A
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Alt. A as
amended

Referred to
Drafting or
Other &ub-
Coviittee

Referred to
CoF2ission I
Without
Decision

No Action
or

Decision. Other
_Defqrygt___ ctol-(n

111.2
Alt. E

t

111.6
Alt.A,B

0

Clearing, Alt. A and B,
pp. 9, 9a

4 utt A, p. 8



ARTICLE III. (Continued)

Section 7. Acquisition by Members of the
Ourrencies of Other Members
for Gold, Alt. A, p. 10

Section 8. Other Acquisitions of Gold by
the Fund. pp. ll.llallbllc

Section 9. Transferability and Guarantee
of Assets of the Fund, Alt. A

Par. (a)

Par. (b)

Par. (c)

Section 10. Charges and Commissions,
Alt. ii. and B, p. 13

Section 11. Furnishing Information,
Alt. A and B. DD.14.14a,

Section 12.

14b

Consideration of Represent-

and B. p. 15

Language
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Drafting or
Other Sub-
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Commission I
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ri q Ion

No Action
or

Decision
Deferred

______ I -YII·Il - I_--- L- I;iL j

III.7.
Alt. A

III.9(a).
Alt. A

III.9(c)
Alt. A
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Alt. A &
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Alt. A
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Article and Section
(Sections as Numbered in Alternative A)

ARTICLE IV. PAR VALUES OF MEMBER CU-IRENCIES

Section 1. Par Values of the Currencies
of Members, Alt. A, p. 16

Alt. B, p. 16a

Section 2.3.4. Changes in Par Values,
Alt. A. B, pp. 17awlaa,
1ToD

Section 5. Uniform Changes in Par Value,
Alt. A, B. C. Dpp. 18,18a.18b

Section 6. Protection of the Assets of
the Fund, Revised Alt.A. D. 19

Section 7.
Members Jurisdiction, Alt.A,

Language
Accepted

IV.1.
Alt.A

IV.6.
Rev.
Alt.A

IV.7.
Alt.A

Referred to
Drafting or
Other Sub-
committee

Referred to
Commission I
Without
Decision

IV.5

No Action
or

Decision.
Deferred

IV.2,3,4

Other
Action

Trans-
forred to
Article
XIII,p.42,
Doc.SA/l '

Separate Currencies Within aI
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Language
Accepted

R3ferred to
Drafting or
Other Sub-

nrn, ittna

Referred to No Action
Commission ca
Without i Decision.
Decision Deferred

+ t ~-.- i I i

ARTICLE V. CAPITAL TRANSACTIONS

Section 1. Use of Resources of the Fund
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Appendix B

CO.~ I . 2 OF C~TSSlONJ
TEXT OF SECTIONS AS APPROVED BY COWITTE 2 OF TSSI

Article III, Section 1, Alternative A amended (p. 5)

Each member country 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.

Article III. Section 2 (Introductory clause), Alternative A (P. 6a)

Conditions upon which any Membermay purchase currencies of
other Members. A meMbr shall be entitled to buy the currency
of another member from the Fund in exchange for its own cur-
rency subject to the following conditions:

Article III. Section 2(1) Alternative A (p. 6a)

The member initiatin the purchase represents that the cur-
rency requested is presently needed for making payments in
that currency which are consistent with the provisionsof
this Agreement;

Article III, Section 2(4) Alternative A (p. 6a)

The Fund has not previously declared under Section 3 of this
Article that the member initiating the purchase is ineligible
to use the resources of the Fund.

Article III, Section 2 (Final Sentence). Alternative A . a)

The Fund may, in its discretion, and on terms which safe-
guard its interests, waive any of these conditions. Tn
special circumstances, where the Fund considers it neces-
sary, it may require collateral security as a condition
of such waiver.

Article III. Section 2a. Alternative A (p. 6a and 6b

If the Fund's holdings of the currency of a member have
remained below 75 percent of its quota for a period not
less than six months such member shall be entitled, not-
withstanding the provisions of Article V, Section 1, to buy
the currency of another member from the Fund for its own
currency for any purpose, including capital transfers, pro-
vided, however, that purchases for capital transfers may not
have the effect of raising the Fund's holdings of the cur-
rency of such member above 75 percent of its quota, or re-
ducing the Fund's holdings of the currency purchased below
75 percent of the quota of the member whose currency is
purchased.

Article III, Section 3, Alternative A (p. 6b)

Declaring Members Ineligible to Use the Resources of the Fund.
W enever the Fund is of the opinion that any member is using
the resources of the Fund in a manner contrary to the pur-
poses of the Fund, it shall present to the member a report
setting forth the views of the Fund and stating a suitable
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time for reply. After presenting such a report to a member
the Fund may limit the use of its resources by the member.
If no reply to the report is received from the member within
the stated time, or the reply received is unsatisfactory,
the Fund may continue to limit the member's use of the
Fund's resources or, after giving reasonable notice to the
member, declare it ineligible to use the resources of the
Fund.

Article III, Section 4, Alternative A (p. 7)

Limitation on the operations of the Fund.
Except as otherwise provided in this Agreement, operations
for the account of the Fund shall be limited to transactions
for the purpose of supplying a member, on the initiative of
such member, with the currency of another member in exchange
for the currency of the member initiating the transactions
or for gold.

Article III, Section 5 (Introductory clause), Alternative A (p. 8)

]erations for the Purpose of Preventing Currencies from
Be coming Scarce.
The Fund may, if it deems such action appropriate to prevent
the currency of any member from becoming scarce, take either
or both of the following steps:

Article III, Section 5(1), Alternative A As Amended (o. 8)

Propose to the member that, on terms and conditions agreed
between them, it lend such currency to the Fund or, with
the approval of the member, that the Fund borrow such cur-
rency from some other source either within or outside the
territory of the member; but no member shall be under any
obligation to make such loans to the Fund or to approve
the Fund's borrowing its currency from any other source.

Article III, Section 5(2), Alternative A As Amended (p. S)

Buy that currency from that member with gold.

Article III, Section 7 Alternative A (p. 10)

Acouisition by Members of the Currencies of Other Members
for Gold.

Any member desiring to obtain, directly or indirectly, the
currency of another member for gold shall, provided that it
can do so with equal advantage, acquire the currency by the
sale of gold to the Fund. Nothing in this Section shall be
deemed to preclude any member from sdell-ing in any market
tie new production of gold from mines located within terri-
tory subject to its Jurisdiction.

7/9/44
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Article III. Section 9. (a) Alternative A (p.12)

All assets of the Fund shall, to the extent necessary to
carry out the operations prescribed by this Agreement, be
free from restrictions, regulations and controls of any
nature imposed by members.

Article III. Section 9, (c) Alternative A (p. 12)

All assets of the Fund shall be guaranteed by each member
against loss resulting from failure or default on the part
of the depository designated by such member.

Article IV. Section 1, Alternative A (p. 16)

Par Values of the Currencies of Members.
The par value of the currency of each member shall be ex-
preseed in terms of gold, as a common denominator, or in
terms of a gold-convertible currency unit of the weight
and fineness in effect on July 1. 144. All computations
relatin to currentes of members for the purpose of apply-
in the provisions of this Agreement shall be on the basis
of their par values.

Article IV. Section 6. Alternative A as Amended. (p.19)

Protection of the Assets of the Fund.
No change in the foreign exchange value of the currency of
any member shall alter the gold value of the assets of the
Fund. Whenever (i) the par value of a currency pf a member
is reduced, or (ii) the foreign exchange value of the
currency of any member has depreciated within its jurisdic-
tion to a significant extent in the opinion of the Fund,
the member shall compensate the Fund by paying to the Fun'
within a reasonable time an amount of its own currency
equal to the reduction in the gold value of the currency of
such member held by the Fund. Whenever the par value of
the currency of any member has been increased the Fund shall
compensate such member by returning, within a reasonable
time, an amount in the currency of such member equal to
the increase in the gold value of the currency of such
member held by the Fund.

The provisions of this Section shall apply to the case in
which a uniform proportional change is made in the par
values of the currency of all members, unless at the time
when such a change is proposed to be made the fund shall
declare them to be inapplicable.

Article IV. Section 7, Alternative A (p. 20)

Separate Currencies within a Member's jurisdiction.
Amembmer proposing a change in the par value of its
currency shall be deemed, unless it declares otherwise,
to be proposing a corresponding change in the par value
of the currencies of all territories under its jurisdic-
tion. It shall however be open to a member to declare
that its proposal relates either to the metropolitan currenqy
alone, or to one or more specified subordinate currencies
alone, or t6 the metropolitan currency and one or more
specified subordinate currencies.

7/9/44
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Article V. Section 1, ,lternativo A jZ Amended (p. 21)

Use of the ources of the Fund for Transfers of Capital,
A member may no make rnot use of the rsources of the F
t0-meet a large or sustained outflow of capital, and theFund may reruest n member co exercise controls to preventsuch use of the resources of the Frund. If after receiving
such request, a member fails to exercise appropriate controlsthe Fund may declare such member ineligible to use the
resources of the Fund.

This Section is not intended to prevent the use of theresources of the Fund for capital transactions of reasonableamount required for the expansion of exports or in the
ordinary course of trade, banking or other business.Capital mnovemrents which Ire met out of a member's own
resources of gold and foreign e~chanoe are not affected
by trs section, but mrembors und:Lrtake that such capitalmovements will be in accord with the purposes of the Fund.

Article V. Sc-tion 2, Altrrnive A s Amended (C, 22)

Limitation on Controls of Caoital Movemonts,
Meesmy UCiSe SUCh controls s are recessary toregula e at enal capital movements btWo meioer

may exercise such coztrols in a manrer which will restrictpayments for current transactions or which will unduly
delay the transfer of funds in1 settlement of commitments,
except Us provided in VI, 2 aisa in X.

Article VI. Section 1, Substitute lteriive A (pp. 23b &nQ 23c)

#Section 1. General Scarcit
If the Fund rinds that a general scarcihy of i particularcurrency is developing, the Fund may so Inform members sdmay issue a report setting forth the causes of the scarcityana containing rocommendations designed to bring it to an end.In the preparation of such report there shall participate arepresentative of the member the currency of which is involved.

#Sction 2. Sco.rcit of the lundr2 Holdins
If it becomes evident to the Fund that the demand for amember's currency seriously threatens the Fund's ability tosupply that currency, the Fund ;hether or not it has actedunder Section 1 above, shall formaily declare such currency

scarce and shall thenceforth apportion the existing and
accruing supply of the scarce currency with due regard to therelative needs of members and the general international
econouic situation and any other pertinent considerations.
The Fund shll also issue a reooort concerninig its action. Theformal declaration shall operate as an authorization to amember, after consultation be;weenr such member and the Fund,
temporarily to limit the fr caom of eacharnge operations inthe affected currency. Subj(ct to the provisions of ArticleIX, Section 2 (J.S.), the Kop!er shall have complete jurisdic-
tion in determining the nature of such limitations, but theyshall be no more restrictive than is necessary to limit thedemand for the scarce currency to the supply of it held by,or accruing to, the member in question; and they shall beroelxed ann romoved as rapidly as conditions permit. This
authorization shall cease to be in effect whenever the Fundformally declares the currency in question no longer scarce,

7/9/44

Dec. 234



Appendix B CI/2/HP2

#Section 3. Administration of Restrictions on Scarce Cur-
rencies.

Any member imposinrS restrictions in respect of the
currency of any other member pursuant to the provisions of
this Article shbll give sympathetic consideration to any
representations whicjajnay be made by such other member
regarding the anministration of such restrictions.

#Section 4, Effect of Other International Agreements on
Restrictions on Scarce Currencies.

Members agree not to invoke the ooligations 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,

7/9/44
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CIII/A
RESTRICTED

Report Submitted to Commission III by the Agenda Committee
Appointed~ to R~eceive and Consider Proposals Submitted
Tor Consideration In Commission III.

(To be presented at meeting of Commission III, July 10)

Bretton V Dds, July 10, 1944

Mr. Chairman:

At the first meeting of Commission III held at 5:00 p.m.
on July 3, 1944, an Agenda Committee was appointed to
receive and consider topics submitted as appropriate for
consideration in Commission III. During the week ten pro-
posals were received by the Agenda Committee.

After studying these proposals, it appeared to the
members of the Agenda Committee that the proposals related
to three general fields of interest. One of the proposals
related to the use of silver for international monetary

· ~ purposes. Several proposals related to the general sub-
ject of looted property and assets controlled by the enemy.
A number of other proposals related to economic and finan-
cial policies and the publication and interchange of infor-
mation. Accordingly, it is the recommendation of the Agenda
Ccnrittee that there be established in Commission III three
"a¥c hoc" committe3s to consider these general fields of
in:erest and to make roconmwendations to the full Conmis-
s3½n for action to be taken at this Conference with respect
to their respective fields.

Committee 1 would be charged with making recommenda-
tions concerning "The Use of Silver for International
Mornetary Purposes;" Committee 2 would tke recommendations
co11cerning action to be taken by this ,onference relating
to "Enemy Assets, Looted Property, and Related Matters;"
and Committee 3 would be charged with proposing recommenda-
tions to be made by this Commission relating to "Economlc
and Financial Policies, Exchange of Information, and Other
Means of Financial Cooperation".

It was felt by the members of the Agenda Committee
that all of the proposals received by it should be placed
bffore the members of this Commission for such discussion
as might be desired in the light of the recommendations
of the Agenda Committee. Accordingly, I will read the
fjul text of the proposals, indicating in each case the
Conmmittee to which the proposal, in the opinion of the
Aoenda Committee, should be assigned. It is suggested,
"r. Chairman, that after the reading of each proposal
the Delegation which submitted it be permitted to make
supporting or clarifying remarks, should it care to do
so, and any other Delegation wishing to comment upon the
proposal be afforded an opportunity to do so.

1. Proposal on silver submitted by Mexican Delegation:

WHEREAS
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WHEREAS it is undeniable that about half of the world's
population prefers silver coins to any other kind of currency
for everyday use and trade, as well as for hoarding;

WHEREAS the economically weaker silver-using nations
of the world, upon becoming members of the proposed Inter-
national Monetary Fund, would in fact agree, among other
things, to collaborate with the stronger nations in the
establisuhment of a world-wide free market for gold, and
in the maintenance of a stable and fair price for that
metal;

WHEREAS it is just and fair that, in due correspondence,
the economically stronger countries should ~ec to extend
their cooperation to the economically weake )nee, in order
that silver may also have an ample market and a relatively
stable and fair international price;

WHEREAS, to comply fully with the proposed agreement,
the silver-using peoples would need proportionately larger,
and therefore more burdensome, monetary reserves, since
besides their normally heavy investments in silver coins,
they would also have to maintain a gold reserve propor-
tionately as large as that of any gold-using nation;

WHEREAS it is not fair that the economically weaker
peoples should carry the whole weight of their silver
stocks, as well as the heavy losses caused by the wide
fluctuations of their international value, and carry
besides their proportionate share of the gold stocks;

WHEREAS it has been fully demonstrated by the far-
sighted policy of the United States during the past decade,
that it is not only possible but equally feasible, with-
out the slightest danger to the monetary equilibrium even
of a single nation, to maintain stable the relative inter-
national prices of gold and silver, and to stabilize both
prices in terms of a single currency;

WHEREAS it should be relatively easier and less costly
for the United and Associated Nations to establish a fair
and reasonable international price for silver than to fix
one for gold, inasmuch as the present value 'the visible
stocks of gold is around thirty billion dollrs, while
that of silver is only a fifth or a sixth of that amount;

WHEREAS one of the main purposes of this Conference
should evidently be, not to select gold or anything else
as a metallic standard which would lead the world back
into the rigidity of an arbitrary yardstick for national
and international values, but rather to lay the founda-
tions of a well-integrated world monetary system, wherein
certain important currencies generally accepted in inter-
national trade, as well as gold and silver itself, can
and should be used to great advantage, each to fulfill
a different international function;

WHEREAS
De. 2Z5
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WHEREAS in the proposed agreement it is foreseen
that the Monetary Fund may be forced to change the
price of gold in terms of all the member countries'
currencies, in order to provide additional means of
international payments;

WHEREAS silver, because of its traditional monetary
use by approximately half of the inhabitants of the world,
can and should be used as a collateral monetary metal for
meeting such increases in credit requirements of member
countries;

WHEREAS in principle there can be no better grounds
for pegging the price of gold in terms of the United
Nations' currencies, than those for preventing the wide
fluctuations of the international price of silver, in
relation to the same currencies;

WHEREAS the wide fluctuations in the international
value of silver, besides placing a heavy risk on the
shoulders of those countries least able to carry it,
are the direct source of recurrent dislocation of the
monetary system of silver-using countries; and

WHEREAS it is technically possible to achieve a
minimum price of gold and a maximum price for silver
in terms of all the currencies of member countries;

The Mexican Delegation presents for the considera-
tion of this Conference the following tentative plan to
link silver with gold for international monetary pur-
poses:

I. That the Monetary Fund should buy and sell
from and to member countries gold and silver
together and Jointly, at the fixed rate in
terms of member currencies and in a ratio
of, say, one ounce of pure gold to ten ounces
of fine silver.

II. That member countries would agree to buy and
sell from and to the Fund, and from and to
one another, gold and silver together and
jointly, at the same rate and n te sanme
raio as above.

III. That the Fund should have power:

a. To alter permanently, by a four-fifths
majority Note, the proportions of gold
and silver set forth above in I and II,
only when a permanent and fundamental
change in the average yearly rate of
production and consumption of both
metals has taken place; and

b. To
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b. To eliminate silver entirely but tem-
porarily from its joint purchases and
sales of gold and silver, and to per-
mit member countries to do likewise,
only when and just as long as, due to
an increase in the price of silver,
over and above an agreed coiling, the
price of one ounce of pure gold in
the basic composite unit as defined
under I and II above, should be less
than the agreed minimum price of
thirty-five U.S. dollars per ounce.

THE MEXICAN DELEGATION submits to this Conference
the following RESOLUTION:

A. That the Fund shall determine the feasibility
of linking silver with gold for international
monetary purposes, in accordance with the for-
mula preinserted or any other formula;

B. That the Fund shall be authorized to carry
out whatever policy it deems appropriate as
regards the proper role and function of
silver within the international monetary
structure.

The Agenda Committee recommends that this pro-
posal be referred to Committee 1 on the use of Silver
for International Monetary Purposes.

2. Proposal on enemy assets, submitted by the Polish
Delegation:

I. That the members of the United Nations
Monetary Fund approach at the earliest
possible time the neutral countries with
a view to securing their cooperation in
blocking all the assets of Axis govern-
ments and nationals located in neutral
territory;

II. That the blocked assets referred to above
be liquidated by an appropriate United
Nations agency and the proceeds used in
settling the claims of the countries which
are victims of Axis aggression;

III. That the neutral countries which will col-
laborate in the above-mentioned measures
become eligible for membership in the Fund
and in the Bank.

The Agenda Committee recommends that this proposal
be referred to Committee 2 on Enemy Assets, Looted
Property, and Related Matters.

3. Proposal
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3. Proposal on enemy assets and lootc property sub-
mitted by the French Delegation:

That Commission III consider and make recommenda-
tions concerning steps to be taken to prevent the
enemy from successfully secreting funds in neutral
territories or in United Nations territories under
assumed names.

The measures to be recommended should apply to
beneficiaries of property looted by the enemy,
whether such beneficiaries be enemy nationals,
or their associates of whatever nationality.
They should be directed in particular against
Axis leaders and their collaborators in occupied
countries, war criminals and associates, who
might attempt, by retaining control of such funds,
to perpetuate their influence, power and ability to
plan future aggrandizement and domination in the
post-war period.

The Agenda Committee recommends that this proposal
be referred to Committee 2 on Enemy Assets, Looted Property,
and Related Matters.

4. Proposal concerning the liquidation of the Bank for
International Settlements, submitted by the Norwegian
Delegation:

BE IT RESOLVED that the United Naeions Monetary and
Financial Conference recommends the liquidation of the
Bank for International Settlement at Basel. It is qug-
gested that the liquidation shall begin at the earliest
possible date, and that the Governments of the United
Nations now at war with Germany, appoint a Commission of
Investigation, in order to examine the management and
transactions of the bank during the present war.

The Agenda Committee recommends that this proposal
be referred to Committee 2 on Enemy Assets, Looted Property,
and Related Matters.

5. Proposal for an international agreement on maintenance
of high levels of employment submitted by the Australian
Delegation.

WHEREAS the raising of standards of living throughout
the world must be the primary aim of economic policy and
the most essential conditions for this and for the achieve-
ment of the objectives set out in Article I of the Inter-
national Monetary Fund are the promotion and maintenance
of high levels of employment; and

WHEREAS
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WHEREAS the operations of the International Monetary
Fund and other forms of international economic coopera-
tion will have the best prospects of success if member
countries by domestic measures maintain high levels of
employment and consumption and by so doing enable the
accumulation of persistent credit (and debit) balances
on international account to be avoided;

This Conference RESOLVES that Governments which are
to be invited to accept an International Monetary Agree-
ment should be invited to accept concurrently an inter-
national agreement in which the signatories will pledge
themselves to their own people and to one another to
maintain high levels of employment in their respective
countries, and to exchange information on measures
necessary to prevent the growth of unemployment and
its spread to other countries.

The Agenda Committee recommends that this proposal
be referred to Committee 3 on Recommendations on Econ-
omic and Financial Policy, the Exchange of Information,
and Other Means of Financial Cooperation.

6. Proposal remanded to Commission III from Commission I
concerning the settlement of abnormal indebtedness aris-
ing out of the war, submitted to Commission I as Alter-
native G by the Delegation from India:

To promote and facilitate the settlement of ab-
normal indebtedness arising out of the war.

The Agenda Committee recommends that this pro-
posal be referred to Committee 3 on Recommendations
on Economic and Financial Policy, the Exchange of
Information, and Other Means of Financial Coopera-
tion.

7. Proposal concerning the use of members' gold con-
tribution to the Fund as coverage for note issuance,
submitted by the Norwegian Delegation:

Member States whose note issue, according to
their monetary legislation, bears some relation
to the holdings of gold and/or gold convertible
exchango of their central bank or some other
institution, are advised to allow their gold
contribution to the Fund to be regarded as part
of the gold coverage of the note issue.

Member States possessing rules limiting their
note issue, are advised to regard notes held
by the Fund as additional fiduciary money,
which should not be included in the amount of
notes bearing any required relation to pro-
scribed legal coverage.

The
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The Agenda Cotmittee recommonds that this proposal
be referred to Committ*z 3 on Recommendations on Economic
and Financial Policy, the Exchange of Information, abd
Other Means of Financial Cooperation.

8. Proposal concerning a political pi equisite for
admission of Germany and Japan to membership of the Fund
or Bank, submitted by the Norwegian Delegation:

BE IT RESOLVED that the United Nations Monetary and
Financial Conferenceis of the opinion that neither Germany
nor Japan should be admitted to membership of the United
and Associated Nations Monetary Fund or Bank for Redonstruc-
tion and Development until the country in question has been
admitted to the planned Political World Organization.

The Agenda Committee recommends that this proposal
be referred to Committce 3 on R.commendations on Economic
and Financial Policy, the Exchange of Information, and
Other Means of Financial Cooperation.

C. Proposal for a conference on commercial policy sub-
mitted by the Delegation from Peru:

WHEREAS the International Monetary Fund is devised to
maintain orderly exchange arrangements and to lend help
to member countries by supplying their needs of foreign
exchange of a temporary nature not due to fundamental dis-
equilibrium in their internationol balance of payments;

WHEREAS the Fund is not meant to deal with basic
economic factors which affect the rate of employment and
production in the world at largo;

WHEREAS the Bank will, as its nar implies, act only
in the fields of Reconstruction and Development;

WHEREAS the successful operation of these two insti-
tutions is dependent on the smooth development of economic
phenomeia free from crises of a disruptive nature; and,

WHEREAS this condition requires the relaxation of
artificial trade barriers to attain greater freedom of
commerce; the provision of adequste markets for staple
products on which so many national economies depend;
and the attainment and maintenance of a high degree of
employment and production which will raise the standards
of life and conditions of labour everywhere, which must
be one of the primary objects of economic policy;

RESOLVED that for the successful attainment of the
objects to be pursued by the International Monetary Fund
and the Bank for Reconstruction and Development a Con-
ference of the United and Associated Nations on Commercial
Policy be called to make recommendations for the achieve-
ment of greater freedom of commerce and for the, orderly

marketing
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marketing of staple products; and that, in the sense of
this Conference, the nations here assembled should pur-
sue policies toppomnte 'te efuler cep~qymept pf the
nationsl r.eav 's both IfIomep instri

The Agenda Committee recommends that this proposal
be referred to Committee 3 on Recommendations on
Economic and Financial Policy, the Exchange of Infor-
mation, and Other Means of Financial Cooperation.

10. Proposal on status of earmarked gold submitted by
the Mexican Delegation:

WHEREAS the practices for earmarking gold might
not coincide' in all particulars in different countries;

WHEREAS earmarked gold is part of the monetary
reserve of such countries and therefore should be
free. from all restrictions as to its use, transfer,
and transportation; and

WHEREAS, in order to avoid unnecessary movements
of'gold and thereby reduce to a minimum the cost and
risks involved, it would be convenient to adopt a
common international policy with respect to such gold;

RESOLVED that the countries represented at this
Conference agree to extend to earmarked gold the same
treatment and immunities they may agree to give to
the gold and other assets of the Internationnl Monetary
Fund.

The Agenda Committee recommends that this pro-
posal be referred to Committee 3 on Recommendations
on Economic and Financial Policy, the Exchange of
Information, and Other Means of Financial Cooperation.

Mr. Chairman, all of the proposals received to
date by the Agenda Committee have now been placed
before Commission III together with recommendations
of the Agenda Committee - namely: that there be
established in this Commission three "ad hoc" com-
mittees to consider these proposals and to make
recommendations to the full Commission concerning
action to be taken at this Conference with respect
to the general subject assigned to each committee.

Respectfully yours,

(Sined) Ludwik Grosfeld (Polmnd) (Signed) Hugo Garcia (Uruguay)
Ludwik Groseld, Chaian Hugo Garcia

(Signed) J. W. Beyen (Netherlands) (Signed) George Blowers (Ethiopia)
J. W. Beyen George Blowers

(Signed) Fernando Mardones (Chile)
Fernando Mardones

To the Honorable Eduardo Suarez
Chairman of Commission III
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RESTRICTED

REPORT OF THE REPORTING DELEGATE
OF COiMNITTEE 1 OF COMITISSION I
ON THE PURPOSES, POLICIES, AiN

QUOTAS OF THE FUND

July 9, 1944

Mr. Chair,nan:

Since I had the honor to present to your Commission my first
report on July 5th, your Committee I on Purposes, Policies, and
Quotas of the Fund held three meetings, on July 5th at 4:00 p.m.;
on July 6th at 10:00 a.m.; and on July 8th at 9.30 a.n.

I consider it advisabl% for the convenience of the members
of this Comnmission, to report on the progress of the Committee's
work by following the order of the Committee's assignments as stated
in Documnent No. 51, and by referring to the Articles and sections
of Document SA/l.

At the end of this report I shall submit i.o the Commission the
actual text of the provisions recommended by Committee 1 to your
Commission for acceptance, and a summary record of the disposition
thus far wade by the Committee of other matters submitted to it.

Article I, Alternative A

Section 1 (p. la)

The purpose of section lof Altornative A was to substitute
for the words of Section 1 of Article I of the Joint Statement
"through a permanent institution which providos ***", the words
"by providing permanentmaci`nery ;".

The Comnittee has shown a preference for the original wording
of the Jcint Statement although it recognizes that the institution
mentioned in the Joint Statement may be the Fund itself, and that7]
the Fund would provide permanent machinery for consultations on
international monetary problnems.

Section 2 (p. la)

As I have reported on page 2 of my first report to your Com-
mission, an Alternative C, Section 2 of Article I, (pago ic) pre-
sented by the Indian Delegation raised a question of principle re-
garding the purposes of the Fund.

The question was referred to the Drafting 'ommittee, which was
also asked to examine three other alternativec o the same Section 2
of Article I presented by the Colombian, French, and New Zealand
Delegations.

After considerable discussion on all issues involved in these
alternatives, both in tho Drafting Committee and in Committee 1,
the full Committee accepted a proposal by the Drafting Committee to

add
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add to Section 2 of Article I of Alternative A1 page la, after the
words '"of high levels of employment," the words "and to the develop-
ment of the sources of productive power in all member countrios**' "
and to delete the words "and real ncome'! The Committee was guided
in its decision by the general principle that the declaration of the
purposes and policies of the Fund must be in a eement with the real
objectives and powers of the Fund as stated in the provisions con-
tained in its constitutional document and with the means put at its
disposal.

The Cormmittee thought that the direct purpose which the Fund Can
and must pursue by using the powers and means at its disposal is to
facilitate the expansion and balanced growth of international trade
and that the promotion of high levels of employment and the develop-
ment of the productive resources of the country may be and, it is
hoped that it will be, an indirect result of the activities of the
Fund.

The Committee reached this decision because it felt obligated
to limit its considerations to the one particular plan of post-war
collaboration of the United and Associated Nations which is now
under discussion, namely, the Fund.

in view of the fact, however, that the united effort of our
countries will not be limited to the constitution of the Fund alone,
and that another very important plan of economic collaboration,
that of the Bank for Reconstruction and Development, is under dis-
cussion, the Committee considers it necessary that a general
preamble to the final document of the Conference be prepared in which
all basic economic objectives of the work of the Conference regard-
ing both the Fund and the Bank are clearly stated.

The Indian Delegation, which presented Alternative C, and other
delegations, declared that while they consideriA the amendment of
Section 2 of Article I, as proposed above by t Committee, an im-
provement, they reserved the right to raise the question later if
their point of view did not find adequate expression in the general
preamble mentioned above.

Section 3 (p. la)

Some doubts had been expressed by members of the Committee with
regard to the exact meaning of the words "thus giving them time"which
appear in Alternative A as well as in the Joint Statement. In order
to disperse such doubts, the Committee, st the proposal of the Draft-
ing Committee, decided to propose the substitution of these words by
the following: "thus providing them with opportunity ***".

Section 4 (p. la)

As I had the opportunity to explain in my first report, the
Committee examined Alternatives B, D, and E, relating to Section 4
of Article I. These alternatives are to be found on pages lb and lc
of Document SA/l.

It
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It has been already reported that the Committee thought that the
alternatives mentioned above were closely connected with Article IV
of the Joint Statement, the examination ofwhieh has been assigned to
Committee 2 of your Commission. Committee 1 accordingly decided to
refer the subject to the Drafting Committee on the understanding that
it would not make its report until the provisions of Article IV have
been agreed upon.

The Drafting Committee and the full Committee are now in a
position to take up this subject since they have the text of Alter-
native A of Article IV (pages 17a and 17aa of Document SA/1) which
has beeii discussed in Committee 2 of your Conmmission.

Section 5 (p. la)

Section 5 of Alternative A of Article I has been adopted without
any change.

Section 6 (p. la)

The Committee has examined the report of the Drefting Committee
on Alternatives A and B of this section (pages in and lb of Document
SA/1) and has accepted the proposal of the Drafting Committee to add
at the beginning of Section 6 of Alternative A the following words:
"In accordance with the above objectives s**".

The Committee has also accepted the recommendation of the Draft-
ing Committee to include at the end of Article I the words "The Fund
shall be guided in all its decisions by the purposes set forth above,"
which are at the end of Alternative A of Article I, page la.

The Committee has also examined a new Alternative H (page id of
Document SA/1) which is similar to Alternative G (page lc) which the
Committee had already discussed and which it has already reported to
your Commission. During the discussion of this new alternative,
members of the Committee expressed their views about the advisability
of including in the Agreement a clause referring to the balances
accumulated during the war, along the same lines as that already
reported to your Commission (page 3 of my first report).

Following the same procedure as that adopted with reference to
Alternative G, the Conmmnittee agreed to refer Alternative H to your
Commission.

The only section, therefore, of Article I of the plan which
is still in the Drafting Committee is Section 4, mentioned above.

The Committee then proceeded to the examination of the sections
of Article II, assigned to it.

Article II. Alternative A. Section 1 (p. a)

Countries Eligible for Membership

Upon the advice of the Drafting Committee, the Committee has
decided to recommend the acceptance of Section 1 of Alternative A,
Article II.

In
7/9/44

Doc. 238



%.

-4-

In view, however, of the fact that some members expressed doubts
about the legal accuracy of the wording, the Committee, following
the advice of the Drafting Committee recommends that the first para-
graph of this section should begin with the words "At the outset,"
and that the secpnd paragraph &hould begin with th4 word "SubsequentB

The Frectsq wording of this section, as of gl pther sections
adopteda hS~ fiCotrnmittee, is given in an appendix attached to this
report.

Section 2 (p. a)

Quotas.

This section has not been discussed by the Committee because the
document referred to on page 1 of the first report to the Commission
was not yet available.

Section 3 (p. 2)

Time and Place of Payment.

The Committee has accepted the opinion of the Drafting Committee
that the language in this clause was not susceptible of misinterpretas
tion as some members suggested and that it was, therefore, satis-
factory. The Committee recommends, therefore, the adoption of this
section without amendment.

In this connection, the Committee discussed Alternative B, (pagi2a), which is proposed as an addition to Section 3 of Alternative A.
The proposer of this amendment explained to the Committee that in som!
of the countries occupied by the enemy the currency system has been
completely disorganized and that special arrangements will have to be
made by the Fund in the case of such countries with regard to the
initial payment of their quotas.

It was, therefore, proposed that the Fund should be free to
provide for such special arrangements if, in its own discretion, it
considers them necessary, and provided that the Fund does not suffer
any loss as a result of such arrangements.

The discussion of this specific proposal led to the discussion
of the general question of how far a number of provisions in the
agreement should apply to liberated countries, and the Committee agreed
to recommend to your Commission the appointment of an ad hoc Committec
to consider these problems.

In accordance with the procedure determined by the Steering
Committee, the Chairman of Conmmnittee I, who has been empowered to
appoint such ad hoc committees as may be necessary, has appointed an
ad hoc committee to consider the problems of liberated countries.
This committee, so appointed, has already started the examination of
the subject.

Alternative A,
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Alternative A. Arttcle II, eotion 4 (p. 3)

Adjustment of Quotas

This section was referred to the Drafting Committee, which hcs
proposed the substitution of the word "shall" for the word "may";
the addition after the words "of five years" of the words "review and,
if it deems it appropriate, propose an adjustment of"; and the de-
letion of the word "adjust".

The full Coumittee accepted these proposats. The new wording
of this section, as proposed, is given at the end of this report.

Section 5 (p. 4)

Initial Payments.

The Drafting Committee has rccontended and the full Committee
has agreed to adopt Section 5 with a slight alteration in wording
designed to prevent any possible misconstructio . Consequently, it
is proposed that the beginning of Section 5 should read as follows:
"Each member shall pay in gold as a minimum either (a) twenty-five
percent of its quota, or (b) tesr-rcent of its official holdings
of gold and gold convertible exchange, whichever is the smaller,
on i

After the addition of the words as a minimum, it becomes clear
that any member is entitled to pay a higher percentage of its quota
in gold if it so wishes.

Section 6 (p. 4)

Payments when quotas are changed.

The Committee has decided to rocommind the adoption of para-
graphs (a) and (b) of this section without alteration.

The Committee has discussed Alternatives 2 and C (page 4a)
which are proposed as additions to ,lternativ A, Section 6 (page 6).
As both alterations refer to liberated countries, the Committee das
cided to charge the ad hoc committee, mentioned above, with their
examination.

In addition to Articles I and II which have been already dealt
with in this report, Article IX, Sections 1, 2, 3, and 4 have been
assigned to your Committee I.

The Committee had discussed the subjects with which these sec-
tions deal and has referred the greater part of them to the Draft-
ing Committee.

The present stage of the Committee's work with regard to this
Article may be reported as follows:

Article IX - Obligations of Member Countries.

Alternative A, Section 1 - Purposes and Scope of Additional
Undertakings. (p. 38)

The wording of this section is to be inserted Inter. Conse-
quently, consideration has been deferred.

7/9/44 Section 2 -
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Section 2 - Goil Puplcases Based on Parity Prices (p, 38).

In discussinsq this section, the Committee felt that the words
"from or to the .rolictdry authorities of &nother member,f might con-
vey the impression that member zountries were free to buy or sell
gold from or to other sources at any prico. it was agreed that
this was not the intention of the proposrers of Alternative A, Sec-
tion 2. The Committee, therefore, decided to refer tais section
to the Drafting Committee. After the Drafting Committee had pre-
sented its first report, it became evident that this subject was
closely connected with subjects rolating to the operationi of the
Fund, which have been assigned to Committee 2 of Comsion X.I,
The Committee thought, therefore, that it would be advisable to
send this section back to the Drafting Committee with instructions
to consult with Committee 2 and report on the matter.

The sScf decision has been taken for the same reasons with
regard to Altcrnativt A, Sc'tion 3 - Foreign Exchange Dealings
Based on Par Values, Paragraph (a), page 39. This paragraph (a)
is, therefore, still in the Drafting Committee.

Section 3, Paragraph (b), Alternative A (p. 39)

The Committee agreed in princrleo with this paragraph (b),
but decided to ref(;r it to the £rafting Coirmittee for reconsidera-
tion. Some information regarding the recorrendation on this para-
graph which the Drafting Comanitte will iake, is given at th'e end
of this report.

Section 3, Paragraph (c), hlteonlvatv C (p. 39)

It has bcen s-zgjosted that the last line in this paragraph,
reading: "not be enforceable in thQ territory of any member", be
substituted by the following: "be an offonve in the territory of
any nmember." This proposal has been referred to the Drafting
Committee.

Section 4 - Fxchange Controls on CUrrent Payments (p. 40)

During the discussions of this section, it h1s been recognized
that a distinction must be made between exchange control and ex-
change restrictons. However, as the discussion developed some
uncertainty as to the character of restrictions which member coun-
tries obligate themselves to eliminate under this section, the
Committee decided to request Conmisslon I to clarify the matter
and to postpone further consideration of it until Committee 2 had
also discussed the question.

The full text of provisions recommended by Committee I is
attached to this report as an appendix.

Y. VARVARESSOS

Reporting Delegate
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APPENDIX

I

TEXT OF PROVISIONS RECOMNENDED BY COEMITTEE 1
(July 9, 1944)

Article I. Purposes and Polcies of th a Eund

The purposes of the International Yonetary Fund are:

1. To pronote Internatrnal mionsetary cooperation
through a pernanent institution wicih provides the
mach'nery for consultat:on on nternational mnonetary
oroblens.

2. To facilitate the expansion and balanced growth
of international trade, and to contribute thereby to
the promotion and maintenance of high levels of emoy-
ment and to the develonment of the sources of productive
nower in all member countries as nrimary objectives of
economic policy. (Subject to revision)

3. To give confidence to nomner countries by rsa ling
the Fund's resovrxces available to thoe under adequate
safeguards, thus providing them with opportunit7 to
correct maladjustments In thilir balance of payients
without resorting to measures destructive of national
or international prosperity.

4. Still in the Draftin: Com-lTnttee.

5. To assist in the estnblIshmnnt of multilateral
systom of oaFrents in respect of current transactions
between members and in the elIjrmilnatlon of forocni ex-
change restrictions vwhich hamper the ?rowth of world
trado,

6. In accordance with the above objectives, to
shorten the perilods and lessen the degree of discquili-
brium in the internati`onal balances of payments of mem-
ber countries.

The Fund shall be guLdod in all its decis:ons by
the purposes set forth above.

Article II. Subscription to the Fund

Section 1. Countries Elihible for T1 bhorship

At the outset the members of theP Fund shall be those
of the countries rpnr:sentoed t the United Vations eMon-
etary and Financisl Conforoncs whos0 govoenments accept
membershio in the Fund.

Subsequently membership in the Fund shall be open to
other countries at such times and in accordance with
such terms Gs may be prescrlhod by the Fund.

Section 2. Quotas

rot yet taken uD by the Comcittee.
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Section 3. Time and Place of Payment

Each member stall provide the Fund at the appropriate
depository with the full amount of its quota on or before the
date fixed for exchange transactions in its currency to belkin.
Any merber whose quota is increased shall provide the full
amount of the increase within thirty days of the date on
which the member approves the increase in its quota.

Section 4. Adjustment of Quotas

The Fund shall at intervals of five years review and,
if it deems it appropriate, propose an adjustment of the
quotas of the members. It nmay also, if it thinks fit,
consider at any other tine the adjustment of any particular
quota at the request of the member concerned. A four-
fifths mrajority vote shall be required for any chance
in quotas and no quota shall be ckenged without the con-
sent of the member concerned.

Section 5. Initial Paymennts

Each member shall pay in ,old as a minimum either
(a) twenty-five percent of its quota, or (b) ten percent
of its official holdings of gold and gold convertible
exchange,l/ whichever is smaller, on
In the case of any member occupied by the encry Uhose
holdin_.s are not ascertainable as of
the Fund shall fix an appropriate alternative date. The
data necessary to deternine official holdings d gold and
,old convertible exchange shall be furnished b' the members
as provided in this Agreement. tach iemiber shall pay the
balance of its quota in its ovn currency.

Section 6. Payments iŽen ,uotas are Chanrmed.

(a) Each merber those quota is increased shall pay
twenty-five percent of the increase in Lold. Each nmember
shall pay the balance of any increase in its own currency.
If, hozever, on the date the member approves an increase,
its holdings of gold and gold-convertible exchange are
less than its new quota, the Fund may reduce the portion
of the increase to be paic in &old.

(b) Each member whose quota is reduced shall receive
from the hund within thirty days of the reduction an amount
in its own currency oi told equal to the reduction. In
making this payment, the FPund shall pay to such member
only the amount of gold necessary to prevent reducing the
holdings of the Fund of that currency below seventy-five
percent of such new quota of the mnember.

article

/ The phrase "gold anr gold convertible exchange" is
subject to definition and to such change in tercinoloy
as may be agreed upon.
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Article IX. Obligations of Member Ctuntries

Section 1. Purpose and Scope of Additional Undertaki ,s

Consideration deferred.

Section 2. Gold Purchases Based on Parity Prices

In Drafting Committee*

Section 3. Foreign Exchange Dealings Based on Par Values

(a) In Drafting Committee.

(b) Each member undertakes, through appropriate
measures authorized under this agreement, not to permit
within its Jurisdiction an appreciation or depreciation
of the exchange value of its own currency in terms of
gold beyond the range prescribed under (a) above. In
particular, a member whose monetary authorities in fact
freely buy and sell gold or gold convertible exchange
withifb the prescribed range, to settle international
transactions, shall be deemed to be fulfilling this
unddrtakltgi. fl

* This language will be recommended by the
Drafting Committee to Committee i at its
next meeting, but has not been passed upon
by the full Committee.

(C) The Drafting Committee will report to the full
Committee at its next meeting that this paragraph contains
matters of legal substance and is, therefore, not within
the competence of a draftino committee.

Section 4. Exchange Controls on Curreut Payments

Referred to Commission I.

II

DISPOSITION BY COMMIPTEE 1 OF ADDITIONAL PROVISIONS
ZUBMITTED FOR INCLU$ION IN TIE ARTICLES ASSIGNED TO IT

ARTICLE I

Purposes of the Fund

Alternative F

Correlation of international exchange policy and inter-

national investment policy.

COnsideration deferred.
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AlternativesG and H

Liquidation of wartime indebtednessa

Referred to Commission I,

Alternatives I and J

Alternative wording of Section 2 oi .rticle I rejected
by Drafting Committee in favor of recomuondod text given above.

Alternative K

Facilitation of multilateral clearing.

Not reached by Coamaittee prior to adjournment on
July 8, 1944.

ARTICLE Ti
Subscription t-othe Furd

Alternative B - Page 2a

Spc¢al arrange2ents for time and pioce of payment of
quotas by occupied countries.

Referred to ad hoc oommittee of Comjmission I.

Alternative B and C - Pag,. 4a

Initial subscription payaole in ;olu by countries
sutfering damage by ensimy occupation.

Referred bo ad hoc comnittee of Co;gnmission I.

Alternative C - Page 2b, and Alternative B - Page 4b

Inclusion of silver in quota subscriptions.

Not reached by the Committee prior to adjournment

July 8,

nRITICLE IX
Oblization of Member Counltries

Section 8, Alternative A

Cooperation of members in enforcing permissible exchange

restrictions.

Not reached by the Committee at the time of adjournment,

July 8.
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Submitted to Connmmiasion I.

Report of Committee 3 on Organization arind Management

of the Fund.

Committee 3 held altogether six regular meetings.
The working assignment of the Coimmittee was somewhat
changed and this report takes into account these changes.
The Committee established several sub-comrittees. One
ad hoc Committee of Cornission I discussed on July 8th
probl--ms connected with the election of the Executive
Directors.

The following scheme may introduce this report by
presenting the skeleton of the fundamental organization
of the Fund as ensuing from the provisions of the Draft
agreed upon in Committee 3 up to now.

Board of Governors: Jurisdiction: All powers except those
assigned by the Constitution to other
agencies or expressly delegated to the
Executive Dlirectors.

Members and Alternatest Apnointed by
the government oo each member country;
serve subject to the pleasure of their
respective governments.

Meetings: At least annually and in
ddtion if provided for by the Board or

convened bythe Executive Directors.
They should also be convened whenever
requested by members having one quarter
of the agregate votes or by five member
countries.

Voting: If not otherwise provided for
7ya majority of the aggregate votes cast.
Specific forms of voting (by telephone,
cable, etc.) may be arranged if provided
for by the regulations of the Board.

Quorum: Ralf of the member countries
Fepreserting not less than two-thirds of
the total voting power.

ghatrman ef the Board of Governors:

Jurisdiction: Not specifically indicated
in the Constitution,

Selection: Selected by the Board of
Governors for a period determined by
this Board. Eligible are either members
of the Board of, Governors or the Managing
Director.
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Executive Directors:

Jurisdiction: Expressly delegated by
the Board of Governors within the limits
contained in the Constitution and func-
tions directly assigned by the Constitu-
tion. Responsible for the conduct of
the general operations of the Fund.

Selection of Members: (x) shall be
appointed by the (x) members having the
largest quotas. (x) shall be elected
biennially inaccordance with separate
provisions. Executive Directors need
not be Governors,

Alternates: May participate in meetings,
but shall not vote if regular member
present.

Meetings: Executive Directors are in
continuous session at the principal
office.

Voting: If not otherwise provided for,
majority of the aggregate votes cast.
Each Executive Director casts the number
of votes which actually counted towards
his appointment or election.

Quorum: Majdrity of the Directors rcpre-
sonting not less than one-half of the
voting power of all Directors.

Managin Director (Automatically Chairman of the Executive

Jurisdiction: Chief of the operating
staff. Conducts business under the
direction of the Exocutivo Directors.
Responsible for intoz'al organization.
Has no vote except a deciding vote in
case of an equal division.

Selection: Selected by the Executive
Directors. Shall not be Governor or
Executive Director. Serves according
to contract; however, shall cease to
hold office when the Executive Directors
so decide.

Special Committees: May be established by the Board of Governors
or by the Executive Directors. Members
need not be limited to Governors or
Executive Directors.

Staff: Appointed and dismissed by Managing
Director. Must not be influenced by
any member in the discharge of duties.
In appointing staff due regard has to
be paid to selecting personnel on as
wide a geographical basis as is possible.
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This report follows the text of the Draft and of other
documents duly distributed.

Board of Governors. - Joint Statement VII, 1 (pages 24 and 24a
of the Draft).

The Committee jointly considered Alternatives A and B. By
unanimous consent the text of Alternative A was accepted with
the following modifications:

Section 1 (a): In the introductory sentence the passage
"The administration of the Fund shall be vested..." is to be re-
placed by "All powers of the Fund shall be vested ... " Further-
more, the last sentence of this paragraph shall read: The
Board shall select a Chairman from its members. The Managing
Director, however, may be eligible to this office as well.

(b): To the 7 items enumerated, indicating the
subject matters which cannot be delegated, an 8th item is to
be added, namely: (8) Decisions concerning the distribution
of the net income of the Fund.

(c): The second sentence of this paragraph has
to be changed to read: "Meetings of the Board shall be convened
by the Executive Directors whenever requested by members having
one quarter of the aggregate votes or by five member countries."

Executive Directors - Joint Statement VII, 1, 2 and 3.

The final consideration of the Committee was based on a
Document, without number, entitled "Final Alternative Submitted
by the Special Subcommittee Appointed to Consider All Proposals
Relative to the Executive Directors". This Document is the re-
sult of the work of a Subcommittee appointed to discuss all mat-
ters concerning the Executive Directors, the Managing Director
and the Staff. Committee 3 expressed consent to the text of
this Document with the exception of the following provisions:

2. Formation of the Executive Directors.

There was general agreement that a certain number of mem-
ber countries with the largest quotas should appoint Executive
Directors and their Alternates. The other Executive Directors
are to be selected by the rest of the member countries, aowrd-
ing to a specific procedure to be discussed. Such a specific
procedure is included in Schedule B of Document 152 (pages 26b
and 20c of the Draft). Two Alternatives were presented to modify
the procedure as suggested in Schedule B. One of them (Alter-
native D) is contained in Document No. 19 (page 26e of the
Draft). The other (Alternative E) is contained in Document 214
(page 26f of the Draft). However, the Committee did not take
actiqn on paragraph 2 of the "Final Alternative", because sev-
eral members expressed doubts whether a fruitful discussion
could take place before the quota participation of the member
countries is known. It should be noted that the Chairman of
Commission I on July 8th established an Ad Hoc Committee of this
Commission to discuss controversial points pertaining to the
election of the Executive Directors.

3. Alternate
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3. Alternate Directors.

The "Final Alternative" provides that every Executive Di-
rector may appoint an Alternate. An Alternative was presented
to this provision which is contained as Alternative C in Docu-
ment 178 (page 26d of the Draft). According to this Alterna-
tive C the Alternates for every Executive Director shall be
elected. Alternative C formulates expressly (what is implied in
the Final Alternative) that an Executive Director and his Al-
ternate need not belong to the same country. Because no agree-
ment could be reached on the point whether Alternates of elected
Executive Directors should be elected as well, or whether they
tiould be appointed by the respective Executive Director, the
Committee submits this item to Commission I for decision.

S. Managing Director.

The Committee consented unanimously to the provisions in-
cluded in the "Final Alternative". Thus Section 4 of Article
VII (pages 27 and 27a of the Draft) need not be considered.

Election of the Executive Directors.

The Committee did not take action on Schedule B of the com-
bined Alternatives contained in Document 152 on the balloting
for the elective Executive Directors (pages 26b and 26c of the
Draft) because this election procedure is substantially con-
nected with the other problems related to the Executive Di-
rectors on which action was deferred.

Voting - Joint Statement VII, 2, 3 (pages 26 and 26a of the
Draft)

Committee 3 considered voting only with reference to the
Board of Governors, because voting by the Executive Directors
is regulated in the pertinent section on Executive Directors.
The discussion was based on Alternatives A and B, contained in
the Draft.

The first paragraph of Alterretive A was accepted in prin-
ciple. Thus unless otherwise provided for each Governor should
have a uniform and rigid number of votes in addition to his
votes directly related to his quota participation. The Commit-
tee deferred action on the number of additional uniform votes.

The second paragraph of Alternative A contains specific
provisions on votes required under Article III. It should be
noted that the member, who presented Alternative A, interpreted
this proposal by restricting the respective decisions under
Article III, to two items: (a) to the decision of the Fund of
suspending a member from making further use of the Fund's re-
sources on the ground that it is using them in a manner con-
trary to the purposes and policies of the Fund (III, 2d of the
Joint Statement) and (b) to the decisions of the Fund in exer-
cisinm its discretion in determining whether and on what terms
it shall waive the conditions mentioned under III, 2a to d of
the Joint Statement.

The Committee expressed its desire that paragraph 2 should
be more clearly drafted if adopted for the Final Draft.

However,
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However, as to the merit of this paragraph three opinions
were advanced: one approving it, as contained in Alternative
A; the other modifying it by replacing the unit of two hundred
thousand United States dollars by two million United States
dollars and the third outrightly opposing this deviation from
the normal voting orocedure. These three Alternatives are hereby
submitted to Commission I for decision.

Paragraph 3, containing the provision that unless otherwise
provided for, all matters in the Board of Governors shall be de-
cided by a majority of the aggregate votes cast, was accepted.

The Committee included in this Section from Alternative B
the modified provision according to whida a quorum of the Board
of Governors should consist of not less than two-thirds of the
voting power provided it being exercised by at least one half of
all Governors.

Publication of Reports - Joint Statement VII, 4 (page 28 of the
Draft)

The Committee considered and accepted Alternative A as con-
tained in Section 5 of the Draft. It should be noted that one
of the members called attention to the fact that if in the first
years following the war specified statements concerning the
Fund's holdings of currencies of members would be published this
might violate the interest of member countries. No objection
was made that such specified data on currency holdings be con-
fidentially communicated to member countries.

Depositories - Joint Statement - No Provision (pages 29, 29a and
29b of the Draft)

The Committee discussed the three Alternatives (A, B and
D). Alternative C was dropped by unanimous consent.

Paragraph (a) of Alternative A was accepted. However, no
agreement was reached on paragraph (b) about the selection of
depositories where the Fund may hold assets other than local
currency. It was agreed upon to refer the decision on this
point to Commission I. One of the members found Alternative A
acceptable with the modification that not four members having the
largest quotas may be designated as depositories but five or
more members. Thus four Alternatives go to Commission I. for
decision. It should be noted that the first two sentences o
Alternative B in reality compose an Amendment and not an Alter-
native, thus that they may be attached to either of the Alter-
natives.

Form of Holdings of Currency - Joint Statement - No Provision
(p. 29 of the Draft)

Section 7 as contained in Alternative A has been accepted.

Distribution of Net Income - Joint Statement - No Provision
(pages 32 and 32a of the Draft)

Alternative A as contained in the Draft (Additional Sec-
tion - 10 - to Article VII) has been accepted with the

modification
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modification thnt decisions nocrtaining to the distribution of
the net income have to be taken by the Board of Governors and
that this power cannot be delegated to the Execlitive Directors.
(On page 32a thu first line "Alternative B continued" should
read "Alternative A continued").,

Miscellaneous Powers - Joint Statement - No Provision (page 33
of the Draft).

Items 4 and 5 of this Article which was intended to be in-
cluded as Section 11 in Article VII of the Draft, were accepted
as contained in the Draft, The Committee assumed that the rules
and regulations mentioned in item 5 may relate both to member
countries and to agencies of the Fund.

Items 1 to 3 were assigned to Committee 4 of Commission I
for considcrationo

Settlement of 1AGou5 with Gove'rnments Ceosin to be Members -
Join- Statent - VIii, 2 and 3 (pages 36, 36a, 36b
and 3ge of the Draft),

Alternatives A and B were presented as Section 3 of Ar-
ticle VIII of the Draft to the'Committee. They are contained
in Documents 124 and 180, The Cotiittee referred this matter
to a Subo~mmittee, The Subcommitted did not reach an agreement
concerning Alteinatives A and B and its report will be sub-
mitted to the Committee as a separate document, It was not
available at the time of the writing of this paper.

Liquidation of the Puld - Joint Statement -. No Provision (pages 37
37a,37b and~7o of the Draft)

Alternatives A and C as contained inr. DoumentsnZll and 220
were presented to the Cowittee. The sane Subcommittee, whioh
is in charge of the Article on Settlement of Accounts With Cov-
ernments Ceasing to be Members will report on this matteu to the
Committee. This ropart is not yet available,

Furnishing Infonation - Joint Statement - No Provision (pages
14c and 14d of the Draft)

Section 11 of Article III was considered by the Committee
according to Alternative C (Document 182) and Alternative D
(Document 203, page 14e of the Draft), The report of the Spe-
cial Committee on Furnishing Information of the Pre-Conferenco
Agenda Committee, June 28, 1944 (Document 129) was duly dis-
tributed, NQ agreement was rcached on this point because the
member country introducing Alternative D sharply opposed the
extent of the minimum information as enumerated under items 1
to 12 in Alternative C. Committee 3 is hereby referrlng this
item for decision to ComiTs'Ton I,

The prevailing part of the assignment was disposed of by
Committee 3. The Ad Hoc Committee of Commission I on the Elec-
tion of the Executive Committee will proceed in its discussion.

ERVIN HEXNER,

7/9/44 Reporting Delegate

Doe. #239
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REPORT OF SUB-COMMITTEE OF

COMMITTEE 3 OF COMMISSION I ON

LIQUIDATION AND WITHDRAWAL

The sub-committee wishes to report progress in its
consideration of the matter of liquidation. In its
meeting it decided to recormmend to the Comiittee the
approval of Article VIII, Section 4(a) of Alternative A,
Document 211. The sub-committee wishes to recommend that
paragrph (b) be amended to read: "If a decision to
liquidate the Fund is carried, (1) the Fund shall forth-
with cease to engage in any activities except those
incident to an orderly liquidation of its assets and the
settlement of its liabilities, and (ii) all the obliga-
tions of members under this agreement other than those
specified in the following paragraphs of this Section
and .............. shall cease to have effect." The
sub-committee was of the opinion that this clause might
be inserted either at this place or in some other Section
of the document relating to the obligations of the members,
at the discretion of the final drafting committee. With
this amendment the substance of paragraph (b) was recom-
mended for the approval of the committee. Paragraph (C)
was recommended for adoption as given in Alternative A.

The sub-committee regrets that it was unable to reach
agreement on paragraph (d) of Article VIII, Section 4.
Two drafts of this paragraph were under consideration while
a third was added in the course of discussion. The sub-
committee wishes to refer this back to the whole Committee
for action.

It may be noted that some members of the sub-conmmittee
favored leaving the matter of liquidation to the discretion
of the Board of Governors. The predominant sentiment,
however, favored some more definite provision though it
could not agree upon the exact provision to be suggested.
A draft of a discretionary method aS treatment is given in
Alternative D. The sub-committee !ecommended approval of
paragraph (e), but one member favored a five-year term for
redemption of excess currency instead of the three-year
term now provided.

In dealing with the question of withdrawal the
Committee had before it two Alternatives. It was the
opinion of some of the members that the Alternatives must
be discussed as a whole since the principles involved are
similar to the principles of liquidation and accordingly
the sub-committee was unable to embody its deliberations
in an approved draft for the consideration of Committee 3.
Certain amendments to Alternative A were offered to perfeat
this draft without prejudice to consideration of Alternative B.
It was suggested that Article VIII, Section 3(a) be amended

with

7/9/44
Doec.# 243
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with the insertion after the first sentence of the follow-
ing: "Failing such agreement settlement shall be made
in accordance with the provisions of (cc, (d) and (e)."
A new draft, Alternative C, for the entire Section was
submitted and this draft will be presented to the whole
Committee.

Respectfully submitted,

Camille Gutt, Chairman

1. J. Bitterman, Secretary

7/9/44

Dec. #243
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REPORT OF AD HOC CCOMITTEE OF COMIISSION I
ON VOTING ARRANGEKETS AND EXECUTIVE DIRECTORS,

The Committee met in room B at 4 p.m., July 8

and at 9 p.m.,,July?9 in room A; Dr. de Souza Costa

presided at the sessions. Representatives of Brazil,

Belgium, Netherlands, Cuba, France, the United

Kingdom, the United States, the Union of S.riet

Socialist Republics, and Czechoslovakia were present

at the meetings.

The Committee considered at length the various

points relating to paragraph 2 of the "Final Alter-

native Submitted by Special Sub-committee Appointed

(by Committee 5, Commission I) to Consider all Pro-

posals Relative to the Executive Directors." No

agreement being reached, the Conmmittee was adjourned

pending the availability of further information re-

garding quotas.

7/10/44
Doc. #249
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UNITED KINGDOM DELEGATION MIEMIOPANDlUM TO CO0AISSION I

The following proposed comprehensive text on the cpaci-
ties and immunities of the Fund is submitted with the follow-
ing objects in view:-

(a) To facilitate discussion and ultimate drafting by
gathering together related text now .ppearing on separate
pages. Itis designed to renlace the following docunents:
Doc. 32 p. 33 Iems 1, 2, P3, Dec. 120 p. 41; Doc. 32
p. 3; Dec. 194 p. 43(e) and to fill up the gap left by
the note on Dec. 120 p. 41 which simply refers to other
matters to be specified later.

(tb To facilitate acceptance ly expressing the princi-
ples as shortly and simply as possible and to avoid tech-
nical words having different meanings in different legis-
lations. As stated in paragraph 11 it is iuderstood that
each member of Fund will translate these principles into
suitable form to give effect to them under its own law.

(c) To take account of the experience of the pst in con-
noxion with the League of Nations pnd the I.L.O. 'nd the
recent agreements relating to UNRPRA and the FoA.O. The
different functions with which various public international
organisations are entrusted render complete uniformity in
this matter impracticable and it is undeesirable to create
precedents by conferring on any given: international organi-
sation privileges or immunities which it does not really
require for the proper fulfilment of its functions. Never-
theless, subject to those limitations as much uniformity
is desirable as is practicable.

In order to fulfil the functions with which it is entrusted,
the following attributions, immunities and privileges shall be
accorded to the Fund in the territory of each member:-

1. The Fund shall be accorded the attributions of full juridi-
cal personality and in particular:-

(a) the power to contract:

(b) the power to acquire and dispose of immovable and
movable property:

(c) the power to institute legal proceedings.
/2. The

It is understood that points (4) and (5) of Doe. 32 p. 33 will
be included in Article VII (Management).

Doec. #250
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2. The Fund shall enjoy immunity from legal process instituted
against it except when it waives its immunity for the purpose
of any proceedings or by the terms of any contract.

3, Property and assets of the Fund shall be immune from any
form of attachment or seizure as the result of any juridical
process.

4, Property and assets of the Fund shall be immune from requi-
sition, confiscation, expropriation or any other form of seizure
by executive action whether under legislation orotherwise.

5. The archives of the Fund shall be inviolable&

6. All Governors, Executive Directors, Officials and Employees
of the Fund shall be exempt from legal process with respect to
acts performed by them in their official capacity except when
the Fund waives this immunity.

7. The Governors, Executive Directors, Officials and Employees
of the Fund not being local nationals shall be granted the same
immunities from immigration restrictions, alien registration
requirements and national service obligations and the same
facilities as regards exchange restrictions as are accorded to
the representatives, officials, and employees of comparable
rank of other members.

8. The official correspondence of the Fund shall be accorded
the same treatment as the official correspondence of other
members.

9. The same treatment in respect of travelling facilities
shall be granted to the Governors, Executive Directors, Offi-
cials and Employees of the Fund as is granted to representatives
and officials and employees of comparable rank of other members.

10. The following immunities shall be granted in the matter of
taxation:-

(a) No tax or duty of any kind shall be levied on the
Fund in the territory of any member; this provision does
not apply to indirect taxes or duties which may be re-
garded as a charge for services rendered.

(b) No duties shall be levied on gold imported or ex-
ported by the Fund or other goods so imported or ex-
ported for the purpose of carrying on its activities
including goods required for the equipment of its offices.

(c) No tax shall be levied on salaries and emoluments
paid by the Fund to Executive Directors, Officials or
Employees of the Fund who are not local nationals.

(d) No taxation of any kind shall be levied on any obli-
gation or security issued by the Fund (including any divi-
dend or interest thereon) by whomsoever held -

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

(iU) which is applied solely on the basis of the
place or currency in which it is issued, made pay-
able or paid or solely on the basis of the location

of



of any office or place of business maintained by the
Fund.

l1. It is understood that the above provisions of this section
are expressed as principles and it is for each member to take
such action as is necesstry in its own territory for the pur-
pose of expressing and manking effective these principles in the
terms of its own law. Each member shall inform the Fund of the
detailed action which it has taken to grant the capacities,
exemptions and immunities provided for in this section.

_W1



Minimum Percentage Chcrgos Payable by a Country on Fund's Holdings
of its Curirency in Excess of its fuota

Marginal Charges

RESTRICTlsRESTRICTED

,nount of
countrys
currency per cent per annum :uycble on excess currency during
hold by Fund
as po rcentate
of country's ts t 'nd ': 3rd : th : 5th : 6th : 7 th : 8th : th
quota Year Year Yar : 7rr : Year : year : Year: Year : ar : a

101- 125 3/8 I i 1/2 2 : 2 1/2 3 31 : 4* : 4 12

126 - 150 :1 :1 1/2:2 :2 1/2: 3 3 1/2 4* : 4 1/2:

~~151-~ 175 4 - * a 2*2 : 1: : : 5

176- 1200 1 1/2 : 2 : 2 1/ 2 : 3 1//22 4 * : 1/2: 5 5 5

1201 - 225 1/2: 3 : 1/2:4 :41/2 5 5 5 5 5

226 - 250 3 : 1/2: 44 : 4 1/2: 5 : 5 : 5

Additional
amounts

Corrcsjonding increases
up to 5%

# No payment in first three months; 1/2% in next nine.
* At this point the Fund and the member shall consider ways and means by ;which the Fund's

holdings of the momber's cuxrency can be reduced.

Note: No charge is made on use of the Fund resources in an amount equivalent to a member's
gold subscription.
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Minimum Percentage Charges Payable by a Country on Fund's Holdings
of its Currency in Excess of its Quota

Th./5 CTD
RBc TIlC CTI

Marginal Charges: assuming a member to draw the full amount per-
mitted each year without waiver (after the Fund's hold-
S rtc P 't c r -, ,no I : of its nuota)

Laount of
country's
currency Per cent per annum payable on excess currency during
held by Frmd
as percentage
of country's i 1st 2nd 3rd 4th 5t 6th 7th Bth 9th 13th
quota ---- Year -- Yese Year Yea Year Year Year Year Year Year

A'
101 - 125 3/8 1 1i1/2 2 2 1/2 _ 3 1/2 4* 4 1/2 5

126 - 150 - - 1 1/2 2 2 3 /2 4* 1/2 5

151- 175 I 1/2 2 2 1/2 3 31/2 4* 41/2 1/2- - I~~~~~~~~~~~~~~

~~~~~176 -8-~~~~~~~~~~ 23~00 ~I
1?6 - 200 1 2 2 1/2 3 1/2 4* 4 1/2 5

# No eaytient in first three months; 1/25 in nezt nine.

* At this point the Fund and the member shall consider
holdings of the member's currency can be reduced.

ways and means by which the Fund's

Note: No charge is made on use of the Fund resources in an amount equivalent to a member's
gold subscription.
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DRAFPT R ThCLUPT N cI 2JDLTTLD TO COM/ISSiON III BY
CD V RLiEtSE2TTh IVBS TO UNITED NATIONS

710f.<hy2 ANC D FINIACIAL CONFERENCE

(Submitted as Alternative A to tile motion filed withCommission III by the Peruvian Delegation (No. 9 -
Page 7 -Doc. #235))

RESOLVED, that to 5mplement the aims and

object0 of thc International Eonetary

Pund and the Bank for Reconstruction

and Developnent a Conference of tilhe

United ani Aisociated Nations be convened

in order to consider the necessary measures

to insure higher standards of living and

full employmennt through greater freedom

and expansion of trade and the orderly

marketIng of staple commodities,

Doc. #286
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MEXICAN DELEGATION

C 02AMISSION II

BANK FOR RECO0STSIUCTION AND LEDVLOFP7NT

PROPOSED A¶NDUEINT To DRAFT

AI'TICLE I

PURPOS;S OF T E BANK

The purposes of the Bank shall be the following:

1. - To encourage permanently the economic development of

member countries.

2. - To assise, during the first post-war years, in the

reconstruction of member countries and in the transi-

tion from a war-time to a peace-time economy.

3. - To coordinate its financial operations with those of

other international and national financial agencies.

4. - To cooperate with all the agencies which the United

and Associated Nations have created or may create.

To achieve these purposes, the Bank shall facilitate

the provision of long-term capital for productive purposes,

either by guaranteeing and participating in loins made by

private investors, or when private capital is not available

on reasonable terms, by furnishing capital out of its own

resour ces.

Doe,. 290



COWISSION II - SCtHDUIE OF WRK ASSIGNMENTS
TO CO'2¶-TT>ES AlD SUBCOB!IIT"ELS OF BANK COiLMISSION

Work
Assignment Membership Chairmen

la pp. 3,4,5

lb pp. 4-9 inc.
p. 11

"Mcmbership, tc.

"Subscriptions"

(U.S., U.K., Norway,
(Australia, Ildia

(U.S., U.K., Nether-
(lands, USSR, France,
(Canada, Chi:a

Beyen Oreamnuno
Secretar;: Young

Beyen
Secretaryy:

Oreamuno
SLmdelson

2a pp. 14-i8
inc., p.21

2b pp.19,20,22,
24,25

a Fp. 1 3, 1 5c,
15d,34

3b pp.29-36
inc.,38,40

3c pp.42-44 "'
inc.,47,48

4a p.51-52 inc.

"Ratio of Capi-
tal Employabie"

"Flat rate of

'"Rlationship
of lnrtrna-
ticn,l Aig,nnzius"

"Lar.age-ont"

"Suspension,
Withdrawals"

"Taxation"

(u.S., '." USSR,
(China, Paice,

(gŽ<LS Jo~. · Cuba,
(n- Cz echo-

(.., U.K., UssR,

( ~it m rial, Norway,
(Lcxico, Belgiurm

(U.S., U.K., India,
ud China,

(Colombia, S. Africa

(U.S., U.K., USSH,
(Cuba,, or~ay
(Netherlands, Brazil,
(South Africa

(U.S., U.K., Belgium,\,
(Czechoslovakia,
(Mexico, Netherlands

(U.S., U.K., India,
(Cuba, Poland

MontoUlicd Brigden
Secretary: Bitberman

Montoulicu Brigdcn
S c. tcry-: Russell

Pumarejo deKcck
Ccrtary: Ezekiel

Pumarejo deKock
Secretary: Ezekiel

V
Belgian Rep. deKock

Secretary: Dyson

Deshmukh
Secretary:

Baranski
Edmiston

*..,

Conm-
mittee

Subeon.
Ad Hoc

1

1

CII'

Reporting
Delegate

2

2

3

3

3

4
Doc.#298
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July 11, 1944

Ad hoc Committee of Commission I on Relations

with Non-Member Countries

The following text is submitted to Commission I
by the Ad hoc Committee on Relations with Non-
Member CouniFries.

The following material is suggested as a new section to

be added to Article IX, Obligations of Member Countries:

Each Vember Country agrees:

(a) Not to undertake any transactions with a non-

member country which would be contrary to the

purposes and provisions of the Fund, and not to

allow its agencies with the Fund to undertake

such transactions,

(b) Not to cooperate with non-member countries in

practices which are against the purposes and

provisions of the Fund,

(c) To cooperate with the Fund in order to apply

appropriate measures to prevent transactions

with non-member countries which are contrary to

the purposes and provisions of the Fund.

De. 311
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Third Report of Cotnittee 3 to Commission I.

,I.

Committee 3 submitted to Commission I for decision
one item about Votina In the Board of Governors (Document
239, page 5, first paragrapT_. ~ -T Tfferen¢6 of opinion
in Committee 3 related to the second paragraph of Alterna-
tive A of Section 3 of Art. VII of the Draft (pages 26 of
the Draft). This paragraph contains a specific provision
on votes required under Article XII. It should be noted
that the member, who presented Alternative A, interpreted
this proposal by restricting the respective decisions
under Article III, to two items: (a) to the dccision of the
Fund of suspending .a member from making further use of the
Fundts resources on the ground t:at it is using them in a
manner contrary to the purposes and policies of the Fund
(III, 2d of the Joint Statement) and (b) to the decisions
of the Fund in exercising its discretion in determining
whether and on what terms it shall waive the conditions
mentionedtunder III, 2a to d of the Joint Statement.

The Committee expressed its desire that para-

graph 2 should be more clearly drafted if adopted for the
Final Draft.

HIowever, as to the merit of this paragraph three

opinions were advanced: one approving it, as containedin
Alternative A; the other modifying it by replacing the unit
of two hundred thousand United States dollars by two
million United States dollars and the third outrightly
opposing this deviation from the normal voting procedure.
Commission I did not take action on this item. That is
why these three Alternatives are hereby submitted again to
Commfssion I for decismon.

II.

Committee 3 did not consider S:ction 9 of Art.VII
Location of Office. Action will be taken probably by
Commission I directly,

III.

Committee 3 considered Section 2 of Art. VII
(Suspension of Membership or Compulsory Withdrawal,
page 35 of the Draft). Alternative A was accepted with
a suggestion to the Drafting Committee of the Commission
to state clearly under what conditions a country would be
suspended from using the Fund's resources or be compelled
to withdraw ftom membership and the fair procedure therefor.
It was the consensus of the Com-aittee that these sanctions
should be applied only when the country's action directly
affects the operation of the Fund.

IV.

Doe. #318 (over)
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IV.

Committee 3 considered Jointly Sections 3 and 4
of Art. VIII. (Scttlemcnt of Accounts with Countries
Ceasing to be Members, and Liquoidation of the Fund, pages 36,
36a, 3Gb, 36bb, 36c, 56d, 36c, 362, 37, 37a, 37b, 370 of
the Draft). Committee 3 based its discussion and its recom-
mendations to Commission I ew a Report submitted by a Sub-
committee which worked under the chairmanship of Mr. Camille
Gutt, and is included inDocur nt 243. The result of the
deliberations of Committee 3 is the following:

Liquidation of the Fund (Art. VIII, Sec. 4j

Paragraph (a) as contained in Alternative A
(page 37 of the Draft) was approved.

Paragraph (b) as contained in Alternative A was
approved in the following version:

"If a decision to liquidate the Fund is carried, (i) the
Fund shall forthwith cease to engage in any activities
except those incident to an orderly liquidation of its
assets and the settlement of its liabilities, and (ii) all
the obligations of members under this agreement other than
those specified in the following paragraphs of this Section
and .............. shall cease to have effect." (The
dotted space indicates that there may be some other obliga-
tions remaining, which are not directly connected with the
liquidation; these other obligations may be inserted here
by the Drafting Committee.) The Committee was of the opinion
that this clause might be inserted either at this place or
in some oth6r Section of the document relating to the obliga-
tions of the members, at the discretion of the final drafting
committee.

Paragraph (c) was adopted without change.

Paragraph (d) was considered in the light of
Alternatives A, B, and C. Alternative B is,among the three
Alternatives,the broadest because it confers upon the Board
of Governors the Jurisdiction to decide how the assets of
the Fund shall be distributed after the discharge of the
liabilities in case the Board of Governors should choose to
liquidate the Fund. Thus the first pertinent question sub-
mitted to Commission i is whether the princpiDt co-cerni-g
the distribution of assets should be includ'd into to Con-
stitution of the Fund. or whether they should be determined
by the Board of Governors in the case that this agency
chooses to liquidate the Fund.

The following considerations are based on the
assumption that Commission I chooses to include into the

Constitution

Doec. #318
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Constitution the principles concerning the distribution
of assets, thus they are based on Alternatives A and C
(with reference to paragraph d).

According to Alternative A, in the words of the
Chairman of the Subcommittee, the creditor countries
~beginning with the largest creditor) will be paid first
in their own currency, as far as it is held by the Fund,
then in gold, as far as gold is held by the Fund. The
balance (if any) is paid in the currency of the next
largest creditor and then in that of the next largest
creditors. Alternative C provides that each country shall
have a prior claim up to its quota to its own currency
held by the Fund and that the remaining assets (including
gold and currencies) shall then be distributed proportion-
ally to the remaining credit balances. In the opinion of
the Chairman of the Subcommnittee, in the process of a
liqidation according to Alternative A, the largest creditor
or creditors may absorb the whole of the gold and/or strong
currencies, whilst according to Alternative C the gold and
currencies will be divided proportionately. Committee 3
refers Alternatives A and C (with reference to paragraph d)
to Commission I for decision provided that Commission I
did not choose previously Altornative B.

Paragraph (e) was accepted in principle. How-
ever, one member favored a five-year term for redemption
of its excess currency instead of the three-year period
provided for in Amendment A. Thus, Committee 3 decided to
refer the two Alternatives (redemption within three or
five years) to Commission I for decision. This paragraph
includes the provision that members who are under obligation
to redeem theircurrency under this paragraph, uncondition-
ally guarantee at all times the unrestricted use of such
currency for the purchase of goods or f rtMe payment of
other sums due to it or to its nationals. It was suggested
in the Committee that the Drafting Committee should con-
sider how to shape this provision in the light of possible
exchange and trade regulations and existing private contracts.

Settlement of Accounts with Governments Ceasing to be Members.

Committee 3 considered Alternatives A, B, and C
(pages 36, 36a, 36b, 36c, 36d, 36e, and 36f) in the light
of the Report of its Subcommittee (Document 243). It was
suggested that Article VIII, Section 3 (a) be amended with
the insertion after the first sentence of the following:
"Failing such agreement settlement shall be made in accord-
ance with the provisions of (c), (d) and (e)." However,
no agreement was reached which of the three Alternatives
should be recommended for adoption. The discussion
focused on the same point as mentioned in this Report in
connection with Art.VIII, 2(d) (Liquidation of the Fund).
It was assumed that after decision is taken by Commission I
on the provision contained in VIII, 2d of the Draft

(Liquidation

Dec. #318 (over)
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(Liquidation of the Fund) it will be feasible for the
Drafting Committee to combine the three Alternatives. It
has been suggested that the Drafting Committee clarify
paragraph (f) as far as the exchange rate of currencies
which have to be acquired is concerned, because the currency
of the country which has left the Fund may deteriornte,
and indemnification is provided for (last sentence of par.f,
Alternative A) only in respect to the Fund.

If Commission I would find that the coordination
of the provisions of the Section concerning "Settlement of
Accounts with Governments Ceasing to be Members" would
transcend the scope of its Drafting Committee, an Ad Hoc
Committee could be charged with that task.

Committee 3 considers to have Completed the work
on its assignment.

Ervin Hexner

Reporting Delegate.

Doe. #318
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REPORT OF DRAFTING CO~WITTEE OF CO0CISSION II - ANNEX I

Outline of Articles and Secotions
of Fund Agreement

(References frp to pag9 p584m1)

Introductory Article (New)

I. Purposes (I-p.l)

II. Membership (II, in part)

1, Original members (p. 2)

2. Other members (p. 2)

III. Quotas and Subscriptions (II, remainder)

1. Quotas (p. 2)

2. Adjustment of quotas (p. 2)

3. Subscriptions: time, place and form of payment
(p. 2, p. 5)

4. Payments when quotas are changed (p. 2, p.5)

5. Substitution of securities for currency (p. 29)

IV. Par Values of Currencies (IV)

1. Expression of par values (p. 16)

2. Gold purchases based on parity (p. 38)

*3, Foreign exchange dealings based on par values (p. 39)

4. Obligations regar ing exchange stability (p. 17a)

5, Changes in par values (p. 17a)

6. Action by the Fund on proposed changes (p. llaa)

7. Effect of unauthorised changes (p. 17aa)

*S, Uniform changes in par values (p. 18)

9. Maintenance of gold value of the Fund's assets (p. 19)

10. Separate currencies within a member's territories
(p. 20)

*Text not yet available.
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V. Transactions with the Fund (III, in part)

1. Agencies dealing with the Fund (p. 5)

2. Limitation on the Fund's operations (p. 7)

3. Conditions governing use of the Fund's resources (p. 6a)

. Waiver of conditions (p. 6a)

5. Ineligibil.ty to use the Fund's resources (p. 6b)

6. Purchases of currencies from the Fund with gold (p. 10)

*7. Other acquisitions of gold by the Fund (p. 11)

*8. Charges and commissions (p. 13)

VI. Capital Transfers (V; III)

1. Use of the Fund's resources for capital transfers (p. 21)

2. Special provisions for capital transfers (p. 6a)

3. Control of capital transfers (p. 22)

VII. Scarce Currencies (VI; III, in part)

1. General scarcity of currency (p. 23b)

2. Measures to maintain the Fund's holdings of scarce
currencies (p. 6q)

3. Scarcity of the Fund's holdings (p. 23b)

4, Administration of restrictions (p. 23c)

5. Effect of other international agreements or restric-
tions (p, 03c)

VIII. General Obligations of Members (IX, in part; III, in part;
VII, in part)

1. Introduction (p. 38)

*2. Exchange controls on current payments (p. 40)

*3, Multilateral clearing (p. 9)

*4. Acceptance of currency purchased from the Fund (p. 12)

*5, Furnishing of information (p. 14c)

6. Consultation between members regarding existing inter-
national agreements (p. 4)

IX. Status, Immunities and Privileges of the Fund (IX, in part;
III, in part)

1. Purposes of Article (New)

2. Status of the Fund (p. 33)

* Text not yet available.
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3. Immunity from judicial process (p. 41)

4, Immunity from other action (p. 41)

5. Freedom of assets from restrictions (p. 12)

6. Exemption of officers and employees from suit (p. 41)

7. Immunity of officers and employees from restrictions
(New)

S. Privilege for communications (New)

9. Privilege of officers and employees in respect of
travel (New)

10, Immunities from taration (p. 4 3a)

11. Application of Article (p. 43a)

X. Relation with Other International Organizations (VII-S, p. 30)

XI. Organization and Management (VII, in part)

1, Structure of the Fund (Iew)

2. Board of Governors (p.2 4 )

3, Executive Directors (p. 26)

4. Managing Director and staff (p. 26)

*5. Voting (p. 26)

6. Distribution of net income (p. 32)

7. Publication of reports (p. 28)

8. Communication of views to members (p. 15)

XII. Offices and Depositories (VII, in part; III, in part)

*1. Location of offices (p. 31)

2. Depositories of the Fund (p. 29)

3. Guarantee of the Fund's deposits (p. 12)

*XIII. Transitional Period (X)

XIV. Withdrawal from Membership (VIII, in part)

1. Right of members to withdraw (p. 34)

2. Compulsory withdrawal (p. 35)

3. Settlement of accounts after withdrawal (p. 36)

*XV. Liquidation of the Fund (vIII,-4, p. 37)

XVI. Amendments (XI, p. 45)

* Text not yet available.
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XVII. Interpretation (XII-i1, p. 46)

*XVIII, Definitions (XII-2, p. 47)

XIX. Final Provisions,(XIII)

1. Signature (p. 51)

2, Entry into force (p. 51a)

3. Inauguration of the Fund (p. 51a)

*4. Initial determination of par values (p. 5lb)

* Text not yet available,

Doc. #32C

A



1 w...*... ' - - ....-.... ... !.!..? 1!

CI/AH/RP 3
RESTRICTED

REPOPRT OF AD HOG COMMITTEE OF COMMISSION I
ON XRTICLZ IX, Sectidn 4

(EXCHIINGE CONTROLS ON CtTRENT PAAENTS)

The Committee mot on Wednesday, July 12 at 6:00 p.m. with
the following represented: China, Chairman; Canada, Uruguay,
French Delegation, Iran, United Kingdom and United States.

Thc Comzittee considered the proposed language for provi-
sions which bring together under one Article of the Agreement
the obligations which member countries assume with regard to the
convertibility of their currencies as members of the Fund. The
material which is now proposed to include as Article IX, Sec-
tions 4, 5 and 6 is presonted in Document SA/l as Article III,
Section 6 (p. 9) and Article IX, Section 4 (p. 40).

The Committee considered Alternative D on Article IX, Sec-
tion 4 which appears on page 40b of Document SA/1 and after full
discussion it takes the view that the objectives which Alter-
native D is intended to safeguard are fully protected under the
proposed language. In particular, it was brought out in dis-
cussion that the proposed provisions do not contain any language
which commits a member country to pursue any given commercial
policy and is confined strictly to the question of exchange re-
strictions on transactions on current account and to discrimi-
natory and multiple currency practices. No specific reserva-
tions were made by any of the delegations present on the language
of the proposed provisions.

A question wns raised as to whether the ob'igations of a
member imder the proposed Article IX, Section 4 so buy balances
of its currency hold by another member with the currency of that
member or with gold would ceose when the member was no longer
entitled to buy foreign exchange from the Fund under any of the
provisions of the Agreement or only when it had exhausted its
quota. The view of the Committee was that the language clearly
intends that the ebligation should cease when the member is no
longer able to draw on the Fund urnder any of its provisions.
One of the delegates felt that some clarification of the language
would be desirable to make this perfectly clear.

A question was raised concerning the application of the pro-
visions of the Agreement to discriminatory currency arrangements
or multiple currency practices prevailing in member countries at
the time the Agreement is signed and which are not wartime
measures. The Committee agreed to add the sentence beginning
"A member country in which such practices . . at the end of
Article IX, Section 6.
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Convertibility

IX.4. Each member shall buy balances of its currency held

by another member with currency of that member or, at the op-

tion of the m.ember buying, with gold, if the member selling

represents either that the balances in question have been cur-

rently acquired or that their conversion is needed for making

current payments which are consistent with the provisions of

the Fund. This obligation shall not relate to transactions in-

volving:

(a) capital transfers; or

(b) holdings of currercy which have accumulated as a re-
sult of transactions effocted before the removal by
a monber of restrictions on multilateral clearing
maintained or imposed undelr X.1. below; or

(c) the provision of a currency which has becn declared
scarce under VI above; or

(d) holdings of currency acquired contrary to the exchange
regulatlens of the member which is asked to buy such
currency;

nor tall it apply to 1 member which has ceased to be entitled

to buy currencies of other members from the Find in exchange

for Its own currency.

IX.5. Subject to the provisions of Article VI and Article

X, no member shall impose restrictions or the making of payments

and transfers for current international transactions without

the approval of the Fund.

IX.6. No member shall en-age in any discriminatory currency

arrangements or multiple currency practices except as authorized

under this Agrcemnt, or approved by the Fund. A member coun-

try in which such practices and arrangements are in effect at

the time this Agreement is signed shall consult w th the Fund

as to their progressive removal, unless such practices and ar-

rangemonts are covered by Article X.
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REPORT OF SUBCOMIqTTEE la

COvIIPTTEE 1 OF COIIISSZON II

Membership: United States
United Kingdom
zorSway
Australia
India

Chairman: Mdr. Beyen (Netherlands)

Reporting
Delegate: Mr. Oreamuno (Costa Rica)

Secretary: .1r. Young

Assignment: Pages 3 and 45

Subject: Membership in Fund and Bank

The first meeting of the above committee was held on
July 12, 1944, at 9:30 sa.m. The Chairrian, Kr Bocyen, was
unable to attend and asked Ylr. Goldenweiser (United States)
to act as Chairman.

Present were: LMr. Melville (Auntralia), Mr. Tanze
(Australia), Sir Jeremy Ralsman (India), Sir Theodore
Gregory (India), Mr. Skaug (Norway), IMr. $nolling (UK),
Ur. Goldenweisor (U.S.), and Dr. heansr (Czechoblovakla).

The Cormittee considered Article II, Section 1,
page 3, which requires members of the Banlk to be also
members of the Fund, The desirability of this was ques-
tioned and it was suggested that members of the Blank be
required to assume only certain obligations under the
Fund rather than full membershin. Difficulties of such an
arrangement were mentioned and it was said that if joint
membership were not required, certain additions by way of
obligations to be assumed by members of the Bank should
be made in the Bank Agreement.

The reason for joint membership was said to be that
stable conditions of exchange were essential to operations
of the Bank. Inasmuch as most members of the Bank wouid
probably be borrowers, these members should be required to
join the Fund and be under obligation to ptrsue financial
policies which would promote security for their obligations
held by the Bank.

It was pointed out that some countries might not
borrow and would have only an indiroct interest in the
Bank, namely, that general world development would react
favorably upon them and their trade.

A principal objection to rocuiring joint morembership
was said to be that a country might get in a position whore
it would be compelled to belong to various international
organizations. Linking membership in the two financial
institutions, it was said, would rmean that the actual
power to withdraw from such institutions night become

meaningless,
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meaningless, and that a country woi]d find Ztsolf, per-
haps against its will, involved in a whole gamut of
international organizations. Opposed to this view was
the opinion that it was unlikely that nenmbership in
these two institutions would be linkod in a compulsory
way to other organizations since the relationship of
these two was of a peculiar nature.

After considerable discussion, those two viewpoints
were not reconciled and while the consensus was that
members of the Bank should bQ requir'd to be members of
the Fund, the dissenting view should be recorded,

The discussion then turned to the question of the
status of members of tie Bain when they ceased to be
members of the Fund, Article VI, Section 4 (p. 45). The
view was expressed that if a country had withdrawn from
the Fund because it was not able to carry out the agree-
ment, it should al.so leave the Bank. It was pointed out,
however, that a country might sever its relations with
the Fund and still be a desirable member of thi Bank.

It was generally agreed that if a country ceased to
be a member of the Fund, it should cease to be a member
of the Bank, unless the Bank voted that its membership
in the Bank be continued. In view of agreement on the
above, the principal question discussed was whether ap-
proval by the Bank of the member's retention should be
by vote according to countries or according to quotas,
and, if according to countries, whether this should be
by a majority or by a three-fourths vote as proposed
in Alternative B.

The consensus was that Alternative B is satisfactory
in principle. However, as to the nature of the voting
necessary to retain membership of a country that ceases
to be a member of the Fund, the general view was that such
vote should be by a simple majority on the basis of voting
according to quotas. Some members of the subconmittoe, how-
over, wished to consider the matter Nurther, especially in
its relation to other sections of the Agreement.

The meeting adjourned.

Actions at meeting July 12, 1944, 9:30 a.m.

Article II, Section 1, Alternative A, p. 3 Accepted

Article VI, Section 4, Alternative A, p. 45 Accepted

Article VI, Section 4, Alternative B, p. 45 Accepted with
a revision of
voting arrange-
ment
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Report of Conmittee 2 to Comrissicn I
Concerning the Meoeetings of July l1th ar. July 12th,

(Professor Robert Hossd)

(Note: All page references are made to Dec. 32)

AR_,OlPE ITT

Section 2 - Conditions unrdhr which ay Yemrbcr ma 1
purchas8eCuizfshleS f Othel biL. F, \1pc 6a)

The Committee accepted the rosmo;mendation of the
ad hoc subccr.itteo that Section 2 (3) of Altcrnativ& A
T.-t) be 3pr~iov3d, Tho Comrztteoo alsco aredo to accont

the recormmendat on of the ad lic cor.:1tteo to revise the
sentences following paragraph(4) of Section 2 as follmos:

"The Find may in its discretion, and on tcirms
which safeguard its inte t., wavo y of
these conditions, esrecialiy In the cr o of
members with a record of avclding Jnrzo or
continuous use of toe Ftnd resourcoes In
making such waiver it shall take into con-.
sideration perIodical or eccopticnal rciu:rc-
mrronts of members."'

and the rocommendaticn of the Mxcicar Delegation that the
following sentence be added:

"The Fund hall also take irlo account a
e.mQber s willingness to pledge as collatoral
gold, silvcr, sccuritics, or other accptaible
assets having a value sufficient in the ornifon
of the Fund to protect its interests and vray
require as a condition of such waiver the
pledge of such collateral,"

The Cuban Delegation suggested that the arnnditurt of the
Mcxican Delegation should include after the woe;d "securities"

"and warehouse recoipts of staple co'vrLoditios
in international tradeo"

The Chairman of the Cormmitte stated that according- to
his interprotation warehouse receipts of staple co;:rodities
might be considered as being "other acceptablOe .a.sC.. if
the Fund should so decide in its discretion and the Ccmmittoe
agreed that the inclusion of the words sggeosted by tho
Cuban Delegation were therefore necossaryo

The Czochoslovakian Delegation suggested the fol3:;ing
alternative:

"The Fund may in its discretion and on terms
which safeguard its interests, waive sny of
these conditions, In n;aking such waiver it
shall take into consideration periodic or
exceptional requirements of ernlibors and also
their records of avoiding large or continuous
use of the Fund's resourcs t

In
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In view of the fact that the Czechoslovak alternative
was not accepted the Czechoslovakian Delegation reserved
its position.

The Australian Delegation wished to record its
reservation that the revisioln of the waiver provision
was not an adequate substitute for Alternativo B (p. Gb).

Section 6. Multilatoral International Clenring, (p. 9)

Section 6 has been referred to another Committee of
Commission I and is, therefore, removed from the agenda
of Committee 2.

Section 9 (L). Transferability and GOarantoe of

The American Delegation offered a mmaorandum (0I/2/Ic,
Dec. 281) and suggestod that Section 9(b) ho wiLhdravnrr.
As a substitute it proposed the followinq text:

"Where the international transartlons of a
country are carried on in the wrrcncios of
other countries, the Furd may requiro that
the increments in its holdings of mc:rbr
currencies, to the extent that such insrernomnts
are attributable to transactions with ctho"
countries, shall be offered to the Fund in
the repurchase of its own currency,."

The U.S.S,. Delegation made reserved its position
on the ground that it did not have time to study thie
proposed nmondment,

The American suggestion was approved by Committee 2,
with the understanding that a subcormjttec would revise
the American proposal in the light of the discLssiocl
in the Cormittce and would submit a report to the
Reporter.

Section 10, Charges and Commissions, (page 15)

There was very lively discussion on those ques-
tions with considerable divergence of views as to the
nature and amount of these charges. Some delegations
questioned the proposed charges asserting that they
were too high, or that their scale was unsatisfactory.

On the principle of charging a commission or
interest on the Fund's holdings of national currencies
the delegates of New Zealand, Iran, and India ompha-
sized that such charges wore a penalty directed
against the country which is unable to export goods,
although it would be willing to do so; those doloeatcs
went so far as to say that the accumulation of holdings
comes largely from the fact that creditor countries do
not accept imports, It was said tiat among the pur'ooos
of the Fund should be the expansion of foroigSn trade in
general and not merely the rise of exports of one or
several countries.

The
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The delegate of Brazil said that a country, although
it has a favorable balance of payments, might purchase
foreign currency; therefore thoro should be a deterrent
to avoid this. This remark led to the suggestion that
a distinction be made between a country, obliged to
draw because of unfavorable balance of payments and a
country drawing simply in order to build up balances
in foreign currencies, despite an already existing
favorable balance of payment.

To sum up, the question of charges and commissions
. referred back to your Commission, with the report
that there are many different shades of opinionsin this
Committeoe.

Sootlon 12. Considernation of Ropreosntations
of ~the YT-7~,

The Asterisk Conmittoo reported to Committee 2
the following text for this Section which was approved
by this Committee:

"Tho Fund shall have at all times the
right to communicnte its views informally
to any member on any matter arising tZaor
this Agreenment. The Fund may, by a two-
thirds majority, publish a report to that
menmbor with rogard to its monetary or
economic conditions and dovolopments which
directly tend to produce a serious dis-
equilibriumz in the international balance
of payments of members. If the member
has not among the Executive Directors a
Director appdintcd by it, the provisions
of Article VII, Sec. apply. The
Fund shall not publish a report which
would involve changes in the fundamental
structure of the economic organization of
members."

ARTICLE IV

The Committee agreed to approve Article IV,
Sections 2, 3, and 4 of Alternative A (p. lia) and
Article IV, Sections 5 and 6 of Alternative D (p. 18c).
The Australian Delegate asked that his reservation on
Alternative C (p, 17c) be noted in the report to
Commission I. The Canadian Delegate wished to record
his observation that these sections, as approved, allow
a member country to change its rate without tbohe approval
of the Fund, and yet remain a member in good standing.
?e thouiht that the provisions of the Joint Statement
regarding changes in exchange rates had provided a
happy compromise between exchange rigidity and exchange
flexibility. The clause evidently represents a com-
promise between international agreement and control on
the one hand and national automony on the other. The
Fund will have, if not the arm of justice to inspire
some respect, at least an argumenturn ad crumonam; it
is entitled to refuse the use of its resources to a
member country which has altered the par values of its
currency despite the objection of the Fund.

Section 5.
Doec # 333
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Section 5. Uniform Changes in Par Value (p. 18)

This question had been removed from the agenda of
Committee 2 and referred to another Committee of
Commission I.

ARTICLE XIII

Section 5. Fixing initial par values (Unnamed
Alternative, pages 50 and 50o, Doe. 278,
Alternative A, page 50b, Dec. 294,
Alternative B, page 16a, Dec. 177
American amendment - (orally described

as Alternative B)

Commlttee 2 has approved paragraphs (a), (b), (c),
and (d) of the Unnamed Alternative (pages 50 and LOa)
together with paragraphs (e) and (f) of the American
Amendment but with the provision that this should not
prejudice the question of liberated countries, The
British Delegate explained that a "de facto" rate may
be a rate of exchange which has been agreed upon among
governments and further stated that it is up to each
country to define what is meant by "de facto" rates.

The Indian Delegation pointed out that, as they
were members of the Sterling Bloc, unless previous
intimation was given by the United Kingdom of their
decision regarding the fixing of the par value of
sterling in terms of gold, India will not have suf-
ficient time to notify the Fund of the par value of
their cuorency. The Indian Delegation further pointed
out that it should be appreciated by the Committee that
a change in the de facto par value of sterling may
necessitate a change in the par value of the rupee and
therefore it was absolutely essential that India should
have sufficient notice of the par value of sterling
notified by the United Kingdom to the Fund.

The United Kingdom Delegate assured both India and
all members of the Sterling Bloc that previous intima-
tion of the par value of sterling will be given to
members of the Sterling Bloc,

As to the question of liberated countries, there
was substantial agreement that liberated countries
might be allowed to establish provisional rates of
exchange, and that after the establishment of such
rates the Fund might allow them limited access to the
resources of the Fund, provided it was clearly under-
stood that such access was a privilege and not a right,

The Chair appointed a small committee to consider
the possibility of some modification along these lines,
This ad hoc committee will report to the Reporter who,
in turn,jwTll report to Commission I.
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July 12, 1944

REPORT OF THE AD HOC COMMITTEE

OP COMmITTEE 3 01-EXETUTIVE DIRECTOHS
ANiD VOTING ARRANGEMTNTS

TO CO[iTSSION I.

The Committee met at 9:00 p.m. in Room B.

Dr. de Souza Costa prusided; and representatives of

Belgiumn, Brazil, Canada, China, Cuba, Czechoslovakia,

Egypt, France, Neth-erlands, Poland, United Kingdom,

U.S.S.R., and the United States were present.

The ComtitteC approved Alternative G (SA/1/44;

Dec. No. 257; page 26-G).

The Committee discussed at length the provisions

and problems represented by Alternative J (SA/1/54;

Dec. No. 310; page 26j) and Alternative E (SA/1/55;

Dec. No. 315; page 25h). While several delegations ex-

pressed themselves as favorable to Alternative J in

principle, though a few with minor reservations, and an

almost equal number expressed complete reservation or

reservatioA pending knowledge of quotas; and one addi-

tional delegation expressed the thought that after

allocating membership on the executive directorate to

"'ex officio members, the remainder should be alloted

equitably between 0conomic and geographical areas."

A new proposal was introduced as a substitute for

paragraph 2 of Alternative J cited above. This proposal

is to be submitted as Alternative K, page 26M. It was

discussed by the Committee with general sympathy; but

the Committee took no action regarding it, and it was

referred to Commission I for decision.

The Committee also discussed paragraphs (a) and (b)

of Alternative A (SA/1; Dec. No. 32; page 26) relating

to voting. No decision was reached, and the matter is

before th Commission.
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REPOBT OF
AD HOC SUBCOCIITTEE A OF COWMAITTEE I OF CCMMISSION IT

July 12 - 4:30 p.m.

A meeting of Ad Hoc Subcommittee A of Committee 4 of
Commission II was TfeI Tn July 12 a' 4:30 p.m., at which
representatives from the following countries attended: Cuba,
Jzechoslovakia, India, Poland, United Kingdom and United
States. The Chairmian was Sir Chintaman D. Deshmukh of India.

The following two cubjects relating to Article VII had
been referred to the subcommIttee:

1. Section 4. Restrictio-s on Taxation of the Bank,
its Emlyees e:~ ObaTfons

It was reported to the subcommittee that similar
provisions to Section 1i were being completed by thn drafting
committee of Commission I for the Tund, which contained some
slight modifications from the draft of Article IX, Section 7,
approved by Committee 4 of Commission I Since these modi-
fied provisions will be available shortly, it was decided to
defer consideration of Section 4 until the members of the
subcommittee had an opportunity to review them.

2. Section 5. Suits against the Bank was discussed
and approved with changes which are underlined:

"Suits may be brought against the Bank only in
a court of competent Jurisdiction in a member in
which the Pank has an office, has appointed an Agent
for the purpose of accepting service or notice of
suit, or has issued org aranteed securitien, and
only by litigants other thn members and those act-
ing for or deriving claims from members. The Bank
and its assets of whatsoever nature shall, where-
soever located and by whomsoever held, be exempt
and immune from seizure, attachment and execution
in advance of final Judgment gainst the Bank."
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REPORT OF SUBCOMMITTEES A AND B OF COMMITTEE 2,
ON THE OPERATIONS OF THE BANK, TO COMISSION II

JULY 13, 1944

MR. BRIGDEN:

1. This Committee is concerned with Articles III and IV of
the draft, but has so far dealt only with certain impor-
tant subjects, through its two subcommittees, as follows:

2. Limitation on Loans and rantees (Art. III, S. 3)
Tlfis atter was disgused toer w ith the subject of
Article IV, Section 3. (See below)

3. Conditions of Loans and Guarantces, (Art. IV, 5, 6)
The Preamble. (Pages 15 and iK5,was amended to include
agricultural enterprises. The t tjird line of Alternative
A (on page 15) was amended to read

"business, industrial, and ogicultural enterprises
It is understood that the woErs include public util-

ities and railroads, and that "a 'v.ltural cooperatives
and credit institutions" (mentioned in Alternative B,
page 15b), are not excluded.

4. Condition 1, Section 4 (1). The Committee added the fol-
low2Twi ords: Uleitherdirectlv or throu~t an institu-
tier raving power to give su>' ic:bcr's Q and
accp!lblme to the bank." Altc; <iulve I . o >e) was
disc>i, aed but not accepted. .ies aIternmitA 'LJ wcoLd have
empo':;red the Bank out of its on capital to lend to
business enterprises without any guarantee. The Com-
mittee was of the opinion that enterprises of the type
should not be assisted by the Bank.

5. Condition (21, Section 4. (2). Alternative B (page 15a)
Was approved. This is paragraph (b) of Part 1 on Page
15a, reading: "The Bank is satisfied ..... for the bor-
rower."

The Committee's opinion was that the adopted text
better exarassad the general intention.

It was considered that the txt covered the proposal
made on Page 16.

6. Condition 3. Section 4. (3) Alternative A was adopted
with the change of one word in the second line: "project"
becoming "proposal", and a verbal alteration later.

Alternative D (on Page 15C) was not e;irpted, it
being considered that the word "proposal" ab~ov;) should
cover either or both the purpose of a loan, and/or the
merits of a project.

7. Condtetons 4 and 5. Section h and (5).
The scort draft in Alternative A on page 15 was discussed
with alternatives on page 15(b). The second part of the

text
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text on page 15 was considered to be impracticable for
immediate reconstruction loans, but alteratives required
redrafting.

Both !4 pnd (5 were referred to the Drafting Com-
mittee.

8. Other Conditions: Stnbilization Loans.
Alternative B, Paragraph (2) on Page 15a proposed

action "in exceptional circumstances" which would be
outside the conditions of Alternative A. The proposal,
together with Alternative C (on page 15b), was referred
to the Drafting Committee for consideration as possibly
within the purposes of the Bank.

An alternative addition to B (Part 2) on Page 15a,
given at the foot of page 15b, was withdrawn. Alterna-
tive H (on page 15e) was referred also, for considera-
tion by the Drafting Committee in conjunction with part
3 of Alternative B (page 15b).

9. Alternative E (on page 15C), proposing special conditions
for countries which have suffered from hostilities, was
also referred to the Drafting Committee. The general
opinion was that any special conditions should be con-
fined to amortization.

10. Alternatives F (on page 15c) proposed that the F.A.O.
should be used for advice, but as these subjects are
within the scope of Committee 3, the alternative was
referred there.

Alternative C (on page 15a) being closely related,
was referred similarly.

11. Details re Default. etc. Alternative J (page 15b) pro-
posed a series of requirements as to guaranteed Bonds,
etc., which were thought by its sponsors to be needed to
protect the credit of the Bank, while others thought the
details (however important) might be left to the Bank it-
self, The matter was postponed for further consideration
by the Delegations.

12. Article III, Sections 5 and 6. Currencies for loans
Aternatives A on Pages 17 and 18 were accepted.

13. Article III, Section 3. Limitations on Loans and Guaran-
tees. (Pages and 21)
The proposals raise the general questions and policy,
e.g.,as to whether the Bank is to be liberally or con-
servatively inclined, and more specifically whether it
should lend more than its capital and to what extent.

It is also related to the question of stabilization
loans. The proposals were therefore referred to a
special group from the Committee for general considera-
tion and report.

Sub-Committee 2A then adjourned.

14. Committee

Dec. #336
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.Committee 2B dealt -4th Article IV (In part), but it is
not precticcable w,, th t~ic t XtC available to report
ndequateiy on the dlscussiouc&

15. Section 1 as on Page 19 was accepted ,ith the substitu-
tion' of the words "paid in" for 'sub;cribed"' in the
draft: P aor. (a).

In (e) the words 'whole or in o'tt' rtfcrs to the
possibility of a large investor belng rillinr to
forego a guaranitee.

16. Section 2: Loans from .cubscribed cQat5.,
The draft (aT povi&ls that lotatn _12r. ¢Ur2enty sub-
scribed should require the approval of the subscrftinr,
country, It was explained that the reason vms related
to r possible shortage of the pfoeiL rocu-.rr-d ia the sub-
scrlpkng cmntry chcr.rin, n,.l nP to r-y gcrcr'xl de-
sire to control the use of curvctncy sabscribod to the
Bank. The alternative would be to control expuro of
the same psooes w1¢Icn cont-ol it wr.s d'sl~cd to ws-l.

T'ie tox! .3 referrec. for r e-tai" .n tosc'hr
with the subc:noce of Alternatives o an" C (pages 20
and 204).

17. Section , (Pr"no 21) Was not &1scus-d.

18. SectSon 4 (..rBe 22) Pna?:e7nt ip'ro-eiio f,:, d'crect loans.
AKonhg n' i'vwcn tt pfi ' 0 t... . rc.' , to e-tab-
lish stanhead rateo of :....ernct nn cc:2. on vrjnch wont
further than the sub:jct of kr'.'ect Iat,;s, Tho proposal
concerning amortization has pan. QL-ZCW7sent, and the whole
matter was referred to a subcommitte.e

19. The nropo'al for standrd rt; ar telied iAefly to
~~reconstx<ton xioau, in w.i.. it xps azpued l oil should

share equally, whtcevr ntleet have been thle credit statue
of particulir count-tes, For Oevelopment ior1., .id for
the long tern functions of t he a, the -urit of the
proposal was less clear, But ooic .onmt... vith good
credit states, which mit t need "c'c itio1 lane,
objected to a Uniforn commission charge (re< 5d 's a
kind of mutual insurance, and intended to create funds
to meet guarantee liabilities),

(tiestlons a:osee also as to effects on the credit of
the u.ank, and the attitude of potaoe s nl bovdhocdors
epecltaly in the IZA 'yhjle this w,:t noe &,l clev-~tnt to
direct ioans from the- n.?kls own T . .. , B. so prin-

c Wy.· .as involved genor-ly, 7ho ',-', ct,.slt'Sn s8id
that the Prank shoul not be recujirud to }rave vniform
chanrges, nlthough it probably would follow that princi-
ple in its oarn diocretion, at least in the early post
wa' period.

20. Section 7. Orc e of Meoetl n O(h:,, .tions
AlternatUi'veAXQ~a PIr. 'd v pas ,;'c-l-tj to a Drafting Com-
mittee, partly to seoarare the prcnedaures required for
loans utid. gu"rrrnteee.

Alternative S (on pOare a2 'J) '.l n"-o r(frrer. It
is reilted to the cuestion of the decnitIAcd 1-c,:.rononts
proposed for Article III, Section ti(b) 6>ven as Alterna-
tive J on Page 15b.

J. , Frigdon,
Reporter

July 12th, 1944.
Dec. #336
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Working Paper for Drafting Connitteo of

COOjT ISSION II

TEXT OF PROVISIOtTS BRECf, SNDED
BY COIWITTEE 2A A13
COMiiTTEE 2B

(July 12, 1944)

Article III.

Dec. #245 Section 4. Conditions ono which Bank rnay Grantoe

or0 I'1 el e io"

Alt. A. The Bank may guarintet, p9rt'ci'nate in, r
p. 15 make lorns to the govornment on mny membernr, ,cti-

cal st1-,aiv&sions tb. oel', and '0 lS3, fl2:i a l
and afJlcaltirral ontor 7 11 ses tje'onf, ubjet to

the fol .iow:G conditions:

(1) The government of the jao in wh"ch
the project is locfte, fully r; pranteos the pay-
ment of intcrest on the lean an> oepiyment of the
pO .nco1al, ofther dir,,ctly or tiro: rSt an 'nstitu-
tion having powsr to siDe sluch n ,mbr .U..
and acceptable to the Bank,

Alt. B. (2) The Bagk is satisfied thrt in te uiro-
p. 15a vailing maciet cnditions Lni b:'-'oerr w0ld beo

unnble otherwise to secure the fihds ixclder con-
dltlies xhich in the oiniron of tih Ban]{s ar
ca'ouso flbte ure the bopror, r0

Alt. A. (3) A ocmr tont conr.ittec, after a ciRefrl
p. 15 study of the m>'~ltt cf ie nep3 hts subltd

a writtcon report concludi n g thlo oGe e..oiet"ij fl
the proposal would serve to r:o productivity
of the membor country in which i.V is

(This p'ragrnph is rcfcr;'cd to the,
d'~ft ng c onalttee s (· In
connoction with A:ticlo I on P'roaocs,)

(4) /7ferred to Subcorzott el

p. 15 (5) in pwvarantceng a lornr =nad by othoer invostors,
the Bank receivos ccrmoenoetŽon for i- risx,.

NONE OF TEIS MATh'EWAL IS FOR PUTLICATIO? PTTL OF"ICIALLY RiEEASED

Dec. 4 337
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Article III

Section 5. /Rfcorred to Subcommittee of Committees 2a
and 2b7

Doc.#245 Section 6. Use of loans guaranteed, participated
Alt. A. in or made by the Bank.
p. 18

(a) The Bank shall impose no conditions as
to the particular member in which the proceeds of
a loan shall be spent.

(b) The Bank shall make arrangements to assure
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 effi-
ciency regardless of political or other non-
economic influences or considerations.

(c) In addition to any other action which
the Bank may take to implement the provisions of
subsection (b) above with respect to loans it
makes, it shall credit the account of the borrower
with the amount of the loan and shall make payment
from the account only to meet expenses as they are
actually incurred.

NONE OF THIS IATBTRIAL IS FOR PUBLTC'TyTL 77:T, OFFICIAlLY RELEASED

IIi
jocs. 5 & 6

Dec. # 337
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Article IV

Operations

Section 1. Methods of facilitating provision
of loans.

The Bank may facilitate the provision of loans
which satisfy the general conditions of Article III
in any of the following ways:

(a) By direct loans out of the Bank's own
capital paid in under Article II,
Section 4(a).

(b) By direct loans out of funds raised
by the Bank in the market of a member.

(c) By guaranteeing in whole or in part
loans made by private investors through
the usual investment channels.

Section 2.

Section 3.

Section 4.

Section 5.

Section 6.

Section 7.

Loans from subscribed capital.
LReferred to Subcommittee./

Loans from borrowed funds and
'uarantocs. /RHferred to drafting

committeo of Commission II

Panment provisions for direct loans.
LRoforrod to Subcormittee/

Partic tions ferred to drafting
commNititee fommissleion IV~

Guarantees. LReforred to Subcommittee7

Order of meeting obligations. ffoforrcd
to Subcommlttoo/

Dec. # 337

NONE OF THIS MATERIAL IS FOR PUBLICATION UNTIL OFFICIALLY RELEASED
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MEM0 RANDUM

July 12, 1944

Report of Ad hoc Committee 3-C
of C6& sion II

As requested, a meeting was held on July 12, at 9:30 a.m,,
attended by representatives from Belgium, Czechoslovakia,
Mexico, Netherlands, United Kingdom and the United States. The
consensus of opinion of the Committee on the material assigned
to it is indicated below:

Page on
Document in
Bank Draft

Article VI, Section 1
Alternative A
(Right of members to
withdraw)

Article VI, Section 2
Alternative A
(Suspension of
Membership)

Article VI, Section 3
Alternative A
(Final Assistance to
be withheld)

Article VI, Section 6
Alternative A
(Assessments to meet
Losses)

Article VI, Section 7
Alternative A
(Liquidation)

42
(245)

43
(245)

44
(245)

47
(245)

48, 48a
(245)

Remarks

Accepted without fiy
modification.

The words on line 3 of
the first sentence
following "a majority
of the" were deleted
and "governors, which
shall include a majority
of the aggregate votes"
were substituted. The
remainder of this section
was accepted as written.

Accepted without any
modification.

Accepted without any
modification.

The second paragraph'was
deleted in its entirety
and "Bank may be voted
into lJq1iidation by a
majo&ri ty Y: the members
which sr:zl include a
ma3ority of the aggregate
votcs'" nnhstitutgrj
With this modification
the section was accepted
by the Committee.

Although Article VI, Section 5, Alternative A, Document 245,
page 46, was not assigned to this Committee, it was the consensus
of opinion of the hbombors that it should be reviewed at this
meeting. The section was reviewed in conjunction with other
as. gned material and approved by the members of the Committee.

During
Dec. #338 I
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During the discussion of the material one of the delegates asked
for an interpr'tation of the use of the word "contingently" in
paragraph b(1) of this section, reading as follows:

"No amount shall be paid for shares prior to
six months from the date upon which the country
ceases to be a member nor thereafter so long as
the courtry, its central bank or any of its agencies
remain liable, directly, or contingently, to the
Bank, except as to liability of the country re-
sulting from its subscription for shares, and any
amount so withheld may, at the option of the Bank,
be applied on any mrture obligation."

It was interpreted that the use of the word "contingontly"
covered all guarantees, warrantos ind con:itments of whatever
nature existin¶ at the time the member withdrew from the
Bank. The Article v;is acc'pted by the Cornrittee.

Dec. #338
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Page 2, Art. 1, Alt.
(D c. #313)

J.

Page 9, Art. II, 7

Page 10, Art. II, B

Page 12, Art. III, 1

Page 23, Art. IV, 5

Page 6, Art. IT, 4

Page 26, Art. IV,

Page 27, Art. IV,

Page 28, Art. IV,

a

Approved as amended. (See
attached sheet.)

Approved.

Approved.

Amended draft contained in
minutes of July 11 meeting
(Doc. #300) approved.

Approved.

It was recommended by the
Drafting Committee that the
words "any off" contained in
subsection (a), line 2, be
deleted to achieve consistency
with Art. IV, 5.

Approved as amended.
attached sheet.)

Approved as amended.
attached sheet.)

9

10

Page 37, Art. V, 9

Page 39, Art. V, 11

Page 41, Art. V, 13

Page 4S5, Art. Vt, 5

(See

(See

Approved as amended. (See at-
tached shect.) It will be
noted that the last paragraph
of this section was elimina-
ted and a more general provi-
sion s&ubit tuted. It was felt
by the Drafting Committee that
the paragraph as it stood se-
lected for special attention
one of the several purposes
set forth in Art. I.

Approved as amended to achieve
consistency with Fund docu-
ment. (See attached sheet.)

Approved.

Approved as amended to achieve
consistency with Fund docu-
ment. (See attached sheet.)

Although this secti
assigned to the Dra
mittee, it was foun
had been considered

on had been
fting Corm-
d that it

by ad hoc

~~~~~~~~7/13/44 ~Committee 3c,
Do. # 7/13/440 (ver)
Dec. ;# 340 lvr

E
M



CII/DC/RP1
RESTRICTED

Committee 3c. The Drafting
Com ittee therefore felt that
the Commission should have the
benefit of Committee 3o's de-
liberations.

Page 53, Art.

Page 54, Art.

VIII

IX, 1

)
)

)

)
)

These remaining sections of the
Committee's assignment will be
considered at a meeting at 11:30
this morning and presented to
the Commission in a supplemen-
tary report.

Page 56, Art. IX, 3

It is rocommended by the Drafting Committee that the Com-
mission endorse the foregoing action.

DEAN ACHESON

7/13/44
Doc # 340
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First Rport of craftin7 Committee
of Commission I July 13, 1944

Your Drafting Committee mhich consists of representatives
of the followln, delegations: Canada (Chairman), China, French
Committee of Nr onal Liberation, ezxico, Netherlands, Union
of Soviet Socialist Republics, United Lingdom and United
States of America, has met several times since it was appointed
on July 10 and wie are able to submit today a report covering
all the ~rtlcles which had been cleared through the various
committees of Commission I, including the special ad hoc com-
mittees, by yesterday noon and some Thich had been cleared
through these committees later in the day.

Your )rafting Committee has been c>b!!ed to wcrh under con-
siderablo pressure and we are vasre that the documents submitted
to you this morning require polishing and tlrprovement. ae
therefore request the authority of the Corm:iss!on to r'ake such
changes as appear to us desirable in matters of pure for:, and
to eliminate any internal inconsistencies or duplications which
may become apparent on more leisurely examination, and to in-
sert cross references whiere necessary.

ue are placing two documents before you. The first,
Docur-ent io. 320, is referred to as Innax I of our report and
consists of an outllne or Table of Contents of the &rticles
and Sections cf ti Ifund Atreeront. 'n examination of this
document will enable me:,bcrs of the Com:mission to see the
order in which ve have soen fit to arrange the subject matter.
At the end of :ach heading on this Table cf Contents members
will find references to various pa{geL of Documrnt /, the so-
called loose-!af bible. ic sc Lions r farred to are those
which were approved by ,your conmittces, cnd Oy comparing tLese
sections with t> ccrreJpncndln sections of our r:port, mrem-
bors of tie Cci .sicn ,11 n able to see what changes 1
have made in ialeuace.

,naitist certain sect ons of *mnscx I cf our report, Docu-
ment No. 320, nicmbrs ' 11 find an asterisk. .,n asterisk indi-
cates that the relevant section Las eithor not yet been cleared
through the appronriate committee, or that it was cleared too
late for us to incorporate in this report. Your drafting com-
mittee takes tit liberty of cointinr out tbat it cannot make
further prodress in its york until the sections marked with an
asterisk have been clearod.

The main body of our rport Las been distributed r Annex
II, Document No. 32]. It consists of our draft of the articles
of agreement of the International onetaoy Fund insofar as
those have een agreccd by your coimaittees.

No further explanation vould appear to be required In pre-
senting these docurmeonts to th e Commission, but the rraftlng Com-
mittee, in si'brrittinC the text of article IX, ,ection 10 (our
numeration) dealinL It> immiunities from taxation, Cosires to
place on record certain assumptions regsrding its interpreta-
tion of the intention undorlying this rticlo. Tfhoso assump-
tions are as follows: (a) T2o Fund is not entitled to import
goods free of custcs duty without any restriction on their sub-
secuent sile In the country to which they were imported. (b) The
Fund enjoys no exeOptlon from duties or taxes which form part
of the price of eoods sold. (c) The Fuid enjoys no cxovption
from taxes or di es ,'Klich are in fact no more than chareas
for services r-. -rcd.

Doc. 342
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The iraftlng Ccmmittee desires further to place on
record its understardi' that the phrase "territory of menm-
bers" or "territoree s of members", wherc it appears in
Article IX on Statvu, i:munitlos and irivileges of the tund
(our numboration), is to be construed sufficiently widely
to include the political sub-divisions of members and, whore
relevant, their taxing authorities.

The Jraftinc Committee vishes to add the following to
Article XIX, Section 1 on page 28 of its report:

"(g) In the case cf jovernments whose
metropolitan territcries favo boen under enery
occupation, the deposit of the instrument reforred
to in (d) above may be del-ycd until _ months
after the date on which these territories have been
liberated. if, ho!ever, it is not dcpcoited before
the expiration of this period by any such govern-
mont, the signaturcs affixed in its behalf shall
become void and the porticn of its subscription paid
under (f) above shell be returned to it.

"(hi) Paragraphs (f) and (g) shall come into
force with roeard to each sLinatory <overnmnct as
from thi date of its sitnature. '

The Draft' Committee understands that, in the discus-
s5on of certain ,.octions in the committees of the Commission,
various delegations -rservoe their right, in case-s wvqre the
consensus of the committee was contrary to the vio-ws they
expressed, to mak. doclarations to that effiect efora the
Commission. Yot-r Co:mittee 'as net regarded it as part of
its duty to noake reference n its report to such reservations.

Doe. 342
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INTEB'ATIO'IAL OVfiiC9 IARY FIND

Artic: XVI - A'trmo nte

Addition orounsod hy the U.K. Doolationn.

Insert after (c) on page 26 of Doc3rlmnt 21] tle fcl] ncIg:-

(d) Notwithstanding the ovovisyons of (a) (b) and (c)
above, in any case id, ro, in the onlnion cf the
Executive Dlractcrs, it 2s asz rtial, in order
to scurlr the pro)er working of the Fund, that
some amrendiont shouxld bt made, 'rg)nlt]y to the
crovIslo!s of this Agremornt otir U1an thosG
ref.erred to in (b) abov2 , the followIng provi-
sions shall apply:-

(i) l:e Exu.cutivo Directors msy by a tnani-
ious vote adopt an amerdmont ,whi ch ]
ent-rl m mediatl in f "rco and rcan
force vnloss >xnd until it is rlna10d or
modified under (II) or (Iii) blove.

(II) The l,:Oendmnot n!tcj by the Pxzcutivo
Directors sl be suir ttod to he Bioard
of Governoel witl in dars ef its bring
made and skel] boi ro an Ied if it :5s nQt o C-
c ptsd with or wit out dfitin by 9/luths
of the oagregate voting ?owno on th iHoard
ofT Governors .nd 9/lOtbs of the nr:btr of
C ovrnrors. The amcndricrt as so tadcptd shall
teon be in force,.

(i±i) The amendrmcnt an adoptjd by tl e Bord
of Oove4rnors shasl at once be crmmunltarted
by circ-lar latter or otior forin of cc'ifxuni-
cation to -il moi,,:brs and shall rVmOin in
force unless within ridas not less tlan
t/10th of the nuib r7 mr rs, or mlribons
possoscing not loss than 1/Cth of 0 tht _g-
grjgato voting nowr in th; fnd, sigrify
their opposition to the andrrmdoint, In w!ich
case theo Ramendment shall beV ro&aoidd

Doc.# 344
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Delegation of El Salvador ;

July 11, 1944

Memorandum to: Assistant Secretary General, and
Technical Secretary General.

from: Office of the Secretary General

Mr. Victor Manuel Valdks, Delegate from

El Salvador, requested that the title given below

be submitted as a suggestion for the title of

the Bank under conideration by the Conference:

International Financial Institution for

Reconstruction and Development.

Dec. # 349
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Initial Par Values

(Addition to Art. XIX, Section 4 of Doe. 321)

To bQ inserted as last sentence of the Section

commencing with "Notwithstanding":

In cass wheore a now occupied country adopts a now

mor.netry unit, thc par valle of the now currency shall

be valid in relation to the Fund from the date of its

enforcement, unless the Fund takes action under (b)

above, in which case the procedure prescribed in (c)

shall be applied.

Dec. #351
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Report of Ad Hoc Committee 3-b to Cornmission II

July 13, 1944

The committee met with all designated members

present, plus representatives from Canada, China, and

the Frenchl lecgation. Mr. Miguel Lopez Pumarejo

presided. It considered Sections 1 to 4 of Article V.

After discussion of the points involved, Saction 1

(Bowd of Governors), and Articles i to 1 of Section 3,

Alt. A were approved, with verbal corrections to

correspond to changes made in the corresponding sections

of the Fund. Discussion of Section 2 and the rest of 3,

voting and the Board of Directors, wore deferred until

the Fund languago is completed. Action on Section [ was

deferred until the changes mnde in Ad ioc Committee 3-a

could be placed before the committee.

M.H. de Hock

Reporting Delegate

Doe. #352
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Report toCommission II on Actions by Ad Hoc Comnittee 3-t

July 13, 944

The Committee met with all designated members present
and with observers for the League of Nations, the Interna-
tional Labor Office, the United Nations Interim Commission
on Food and Agriculture, and the United Nations Relief and
and Rehabilitation Administration present.

Actions were taken as follows:

Article III, Section 2, Alternative B (p. 13) was dis-
carded. Instead the concluding phrase of. Alternative A was
amended to read "other international agencies participated
in primarily by members of the Bank".

Article III, Section 4 (p. 15). The Committee was in-
formed that the first paragraph of this section had already
been amended in Committee 2-a to read "business, industrial
and agricultural enterprises . It was agreed that it should
be recorded in the minutes and ieported to the Commission
that the term "agricultural" should be interpreted to include
agriculture, forestry, and fisheries, including cooperative
and credit institutions.

Point 2 of Alternative F (p. 15c), and Article V, Sec-
tion 6 (p. 34), were disposed of by deciding that the latter
section should be modified to provide general language for
consultation with specialized international organizations
with reference to loans in their fields, and this was re-
ferred to a special drafting committee for phrasing.

Article III, Section 4, Alternative G, was referred back
to a special sub-committee for further consideration with the
representatives of the international organizations.

It was agreed, however, that it would not be appropriate
to provide current banking, exchange, or financing facilities
for international organizations within the scope of the pro-
posed investment Ban It felt, nevertheless, that it might
be desirable that some international banking agency be estab-
lished which would provide such service to international
organizations, and that in the future consideration might be
given to the possibility of establishing an international
banking agency whose services could be used by such inter-
national organizations now existing or hereafter created.

Article V, Section 1, sub-section (b) was considered
with reference to international organizations. The follow-
ing changes were recommended:

Section 1 (b)(5) - To modify the language to read!
"Making agreements to cooperate with other international
organizations, other than agreements of a temporary or
administrative character". The Committee also recommended
that this change be called to the attention of Commission I
with the suggestion that the same change be made in the cor-
responding section of the Fund.

Doc. #354 Article V,
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Article V, Section 4, Alternatives A and B (p. 32).
The Committee dropped Alternative B but recommends that
the first paragraph of Alternative A be modified to read
as follows: "There shall be an Advisory Council of not
less than seven persons selected by the Bank from out-
standing representatives of banking, business, labor and
agricultural interests, who are citizens of members, and
with as wide a representation of citizenships of members
as possible. In those fields where specialized interna-
tional organizations exist, the corresponding members of
the Council shall be selected in agreement with such or-
ganizations. The Council shall advise with the Bank on
matters of general policy. The Council shall meet
annually and on such other occasions as the Bank may re-
quire."

The succeeding paragraph is left unchanged.

This completed the CRmmittee's assignment.

W. C. Naude,
Reporting Delegate.

Dec. #354 -2-
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CCI TISSION II

Second Report of the Drafting Committee

The Committee met this morning at 11:30 to consider
the remaining sections and reports as foliors:

(a) PSages 49 and 50, Art. VII, Sections 1 and 2,

These matters which concern obligations and
immunities of the Bank will require provisions analarous
to those made for the Fund. Consequently, the Committee
took the latest version of the Fund document and adapted
it to the Bank. These provisions are contained in the
new Article VII, Sections 1, 2, 4, 5, 6, 7, 8 and 9
ceparately distributed.

The orocess of adopting the Fund provisions has
not comprehended the question of how far obligations
shall persist during suspension or after termination
of membership. The Committee recommends that the
ad hoc committees make appropriate provision for this

E-n t7e particular sections that fall 'mthin their
assignments.

(b) Pares 51 and 52, Art. viI, Sections 3 and 4.

These matters which relqte to suits against the
Bank and restrictions on taxation of the Rank had been
referred to ad hoc Committee 4. The Chairmen of that
Committee vas present as a member of the Drafting
Committee and requested the Drafting Committee to in-
corporate the recommendations of Committee 4 in its
report. Consequently, these provisions appear as
Sections 3 and 10 of Article VII separately distributed.
Article VII is analagous to the corresponding provision
for the Fund.

(c) Pace 53, krticle VIII, Amendments.

The Committee decided to adopt the revised language
of the Fund. This is contained in the new Article VIII
separately distributed.

(d) Plge 5L, Article IX, Section 1 - Interpretation.

The Committee decided to oadopt the revised
lannguge of the Fund. This is contained in the new
Article IX, Section 1, separately distributed.

(e) Page 56, Article Tv, Section 3 - Approval deemed
given.

The Committee approved this section.

The Committee recommends that the Commission endorse
the foregoing action.

Dec. 360
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Working PP¥ner tor Thrnftin Cowmittae or

C CTi.IiSSTON IT

Text of Provisions Recorineni3ed by
Ad Boc Coaitttee t-c

of Commission I
(July 13, 194A)

Article VI

Dec. 245 Section 1. R iht of YemSurs to ;ithc'rlw
Alt. A

p. 42 Approved as written.

Alt. A Section 2. Suspeoistor of Lomburir p
p. 43

A member country failing te root ail of its
obligatinlns to the Bank bay- be sws) idod fre.; nm mhar-
shin by d(ocision of a rajority of t 1 07overt ore,
which shiall in:ludd nt rliaritv of the &~wt Votes.
At the end of OR© yoiur irow th!3 ! of jusC flj

tl i on,

the country shin1 alltci L>I 1 ,V (h t.3 hol member
of tle Blnk unless w mwajor: tv of t 'i emocr countrios,
voting in the same mansr)r <2ator sauo<nsion, restoros
the country to Lood standingE~

While under susponsiun, q OLrlun Lry shlli li dc;nicd
all of th porivilS s of nmb.rsli QYcDwt tile riiont
of wlthdr'wal, but uhal b1 subject to a11 its
obliQationsc.

Alt. A Section 3. q r'cil AsSt-nfo to bc <Ittl-cld
p. 44

Approved us written.

Alt. A Section 5. Sattlemont of cconts vith ";nri s
p. 46, Coasln. to be Pomintrs

46a
(Referred to Drafting CogQ iittro ir Conrission II

meeting of July 11, but approved aw written by Comn-
mittee 3-c.)

Sect on 6. Assossments to lit-t Losses

Alt. A
p. 47 Approved as written.

Alt. A Section 7. Liquidation
p. 48,

48a In an emorgency, tih) Eyocutivo Committ(o by a
majority vote, tompor[zrily nay suspond thi operations
of thio Bank, niding an opportunity for further con-
sidoration and action by the Board.

The Bank may be voted into liquidatlon by a -
majority of the members whlich shall include a majority
of the aggregateo votoes.

Upon

NONE OF THIS MATERIAL IS FOR PUBLICATION UNTIL OFFICIALLY iRiLEASED
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Upon being voted into lipidation, the Bank
shall forthwith cease engaging in any activities
except those incident to the orderly liquidation,
conservatlion and prosoIrvatin of It $soets and
the settlement of its obligations.

The liability of all member countries for
uncalled subscriptions to the capital stock of
the Bank and their guarantoos with respect to the
dopreciations of their own currencies shall con-
tinue until all claims of creditors including all
contingent claims shall have boon discharged.

Upon liquidation, all creditors holding direct
claims shall be paid immodiately if the Bank has
sufficient assets, and if the assets are not suf-
ficient, the Executive Committoo shall pay such
creditors as soon as possible out of payments to
the Bank or calls on subscriptions, but before
making any payments to holders of direct claims,
the Committeeoo shall make such arrangements ais are
necessary, in its judgment, to insure a distribution
to holders of contingent claims ratably with creditors
holding direct claims.

No distribution shall be made to a member
country on account of its capital svbscription
until all claims of creditors, including all con-
tingent claims, have boon discharged or have boon
provided for by the Executive Comrnttco having made
arrangements sufficient, in its judgment, to accom-
plish that purposo.

(Detailed provisions relating to method of
distribution to shareholdors will be suppliod later
on basis of principles provided for liquidatlng
the International Monetary Fund.)

Dec. # 371
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Working Paper for Drafting Committee of Commission II

Text of Provisions Recommended by Ad Hoc
Committee 3b of Commission II

(July 13, 1944)

ARTICLE V

Management

Dec. 245
Section 1. Board of Governors

Alt. A.
rev. (a) All the powers of the Bank shall be vested
(p. 29) in the Board of Governors consisting of one Governor

and one Alternate appointed by each member country in
such manner as it may determine. Governors and Alter-
nates shall serve for five years, subject to the
pleasure of the member appointing them, and may be re-
appointe' No alternate may vote except in the absence
of his p acipal. The Board shall select a Chairman
from its members.

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

(1) Admit new members and determine the
conditions of their admission;

(2) Increase or decrease the capital stock;

(3) Require a member to withdraw;

(p. 29a) (4) Decide appeals against interpretations
of the Agreement by the Executive Di-
rectors given on application by a member;

(5) Make agreements to cooperate with other
international organizations, other than
arrangements of a temporary or adminis-
trative character;

(6) Decide to liquidate the Bank;

(7) Determine the distribution of the net
income of the Bank.

(c) The Board of Governors shall hold an annual
meeting rnd 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 Executive
Directors whenever requested by five members or by
members having one-quarter of the aggregate votes.

NONE OF THIS MATERIAL IS FOR PUBLICATION UNTIL OFFICIALLY RELEASED.
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(d) In order to constitutc a quorum for any
meeting of the Board of Governors, there must be
present a majority rspr3senting not less than one-
half of the votinK nPower of all the Governors3

(e) The Board may by regulation establish a
procedure wheroby the Executive Directors, wYheu they
deem such action to be in the best interest of the
Ban:, may obtain a vote of the Governors on a specific
question in lieu of callixg a mretinm of the Board,

(p. 29a) (f) The Board of Governors, and the Executive
Directors to the extent authori ze%, mey adopt such
rules and regulations as may no nec.ssary or appro-
priate to conduct the business of the Puiid.

(g) Governors and Alternates shall serve as such
without comucensation from the Dank, but tie BF;k shall
pay them reasonable expenses incurred in attending ery
meetings.

(h) The Board of Governorr sh 11 determine the
remuneration to b" paid to the EyxeutiVe Directors
and the salary and terms of the controct of service
of the President.

Dec, 245

Alt. A.
rev.
(p. 31a)
(p. 31b)

NNE O. O

Dec. 437

Section 3.

(i) The Executive Directors shall select a P"ysi-
dent who shall not be a Gove-nir or aP Executive Di-
rector. The President shall be Chairman of the Execu-
tlve Directors, but shall have no vote except p
dectdinr vote in case of an eounl division. He may
particonate In meetings of the Poard of Governors,
but shall not vots at such merctinnis. He snlal, how-
ever, be eligible for election as Chairmin of the
Board of Governors. The President shall cease to
hold office when the Executive Directors so desire.

(j) The President shall be clief of the operat-
ing staff of the BPak and shall conduct, under the
direction of the Executive Dircctors, the ordinary
business of the Bank. Subject to the general control
of the Executive Directors, he shall be responsible
for the organization, appointment and dismissal of
the staff.

(k) The President and the staff of the Thnk,
in the discharge of their offices owe their duty
entirely to tLe B-hnk and to no other aujhority. Each
memnber of the BvPof shall resoOct tl e international
character of this duty and, shell refrain from all
attempts to influence any meomber of the staff in the
discharge of his duty.

THIS IATEPRIAL IS FOP PUTLCATTOU_ UHTTL 0O'ICIALLY RELEASED.
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(1) In appointing the staff the President shall,
subject to the paramount importance of securing the
highest standards of efficiency and of technical com-
petencp pay due regard ±q the lmpodapcq of recruit-
ing pe.oqnnel qn as wiA4 a geographiqa l~aoi± as

NONE OF THIS sTERIAL I. FOR PLICATION UNTIL OFFICIALLY ELEASED.

NONE OF THIS 14ATET9IAL IS FOR PUFlLICATION UNTIL OFWIUIALLY RELEASED.
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REPORT OF SPECIAL C o' £,T iL cn TION

July 14, 1944

The Special Cormitt-c of Commission I m.wt on
July 13-14, 1944 to co;ns'tr it <L of tbl Fm 3 .' nt
on which recommenaptiosn had not .h& ' pl ~ ,t
oth .r cbn 4 ttces of the Covnniisoon. Pra:e'r v' V
United Stats (Ch ir an) Begiu Can:a, Chins, Cuba,
Czechosl]ovki kn, Frnchn Di'lemtion, Ji Aothc*'znds,
Ncv Zealand, Union of Soviet ·oc i st IR tpublici, and
United ifLingdo.

Th, rcovLr :enytions of thi Specid'i Conittee ore:

1, pForrhO-n yxoh)n . D allfnl!J }n JW on Prr V"Il:cs.
(sA/1, P..: T T Irt: -
te. Ronort: Articln iV, S ction 3)

(a) The p ec ] Co ':iA r couuen,'s that
the substance of thn folloini t xt b~ :pprovWd and re-
firred to the Dra fting C e bt>.

Saction 3(a) Thu !iei u! d ixiniu:nm rnt s
for exch'tv"-e: Inr
oiuntrii <S i tihe cu rP/ JoC a of in , crIs
shll nit dliffr L h of snot
trnsacot:on> by no]' t> it ol pcrc~nt,
fl'ol th> off!cill pinr v lus,, and in

~ ca's of otr r Lxclio ir tr i nsactions
v <'or, fa n r: ; SOrl'}: N :np', i f'rom

t}% -o ot r't s, h1' FuVnI i , 1] be the
jiiu6; tLof L'~t consttlLtu< a rl u oe blo
r a*d. tno r>nib-r shi'' use th. ra-
s~ic t of Nhu Fuvd for thls plllpoZc of

cov. rin , for.' rd gclih '! tr,'nsactions
in the currI PcT of w 'n0 e' Otr b
w' hout the p,-zn ision of ti '; und

(b) With r ":ord to th:' I nL"QF u1:' <`7t~ d
in the Third ]iport of Coti (Do >nt , p. 3)
on pvracraph (c) of thi) scction, t1 ,.t.
ivcomtynds thu t tho Draftno: C-· L, "P' b' iid to
ri concile the dlfferrnc;.s bU Qvcert m<As Em · " nd
th.t of Alternativc A to Lii e]it< %h t th r 2 Lo
intent of impoilno crlRmal r rthar th n civil pan!i-
iti, s. The Drafting Co1 'tts c s a so r nqju' ~ft d bo
consldir par1llel stipul Ltioiu for -!' with non-

i2. oiforrC: G in 'P ['Va '. (uk/1 , Arti cle
IV, Section 5, p. ?· 'ftinL C 6.Ite e Rt port:
Article IV, rction 8)

Thb' Couni'ttec r co V nds thb accpt tnce of Alter-
native A with In addition thit mny rwnber not wishing
to nmoke a ch'mn>:u ia its, par values n2y so notify the

Fund
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Fund within 72 thurs and be relieved of an obligation
to alter its pyr value. The Mexican Delegate has in-
dicated, howevcr, that he will present his views on
this itcn to the Commnnission,

3. Chregs and Comnmisions. (SA/l, Article III,
Section 1, p.13; - Drafting Committee Report: Article
V, Sectlon 8)

The Cornmittec recommends the adoption of Combined
Alterrnatives A and B as amended by Alternative C.

4. Multilateral international Clearing. (SA/1,
Article III, Scc;on o, p. 9; Drafting Comnmittee Re-
port: Article VITi, Section 5)

The Cormiitt;e reaornends the adoption of the text
of Article IX, Section 4, as reported to the Commission
on July 13 by the Ad Hoc Cormittoe on Exchlange Controls
in Current Payments (DoCument 329). The Conmiittee
interprets the last phrase of this Article as applying
to all circumstances in which a member may be unable
to use the facilities of the Fund. There was some dis-
cussion as to whether capital transfers of reasonable
anculit required for the expansion of exports or in the
ordinary course of trade, banking, or other business
should be included in the convertible obligation. The
majority of the Committee felt that the present text
was proper.

5. Other icmuisitions of Gold by the Fund. (SA/1,
Article III, Section 5, p. 11; Drafting Committee Re-
port: Article V, Section 7)

Alternative A (cage 10) was aprovod. Agreement
in principli was reacisd on the substance of the fol-
lowing language and it was .ieft to the drafting com-
mittec to prctare a text which would clearly set forth
the orincioles governing the repurchase of currency
from the Fund:

(a) I', at the and of the Fund's fiiirncial
yoar, a meribor's monetary reservis ex-
ceed its quota, atd the Fund's holdings
of its curroncy have incroescd during
the year, the Fu:id shall require that
it use a part of thes. reserves to re-
nurchase its curi> ncy with gold or with
convertible currency as aprropriate, up
to th, point when its reserves have fallen
by an amount not more than the mnount by
w-!ch, after this adjustment, the Fund's
holdings of its currency have increased.
Furthermore, if, after this adjustment
(if called for) has been made, a Mmmberfs
monetary reserves have incr.ased during
the year, the Fund shall require it,
whether or not the Fund's holdings of its
currency have incroased during the year,

to use
Doc. 374
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to use half of this increase for a further
re-purchase of its currency with gold or
with convertible currency as appropriate;
provided, always, thit after these adju. t-
ments have been made its reserves do not
stand below its quota nor the Fund's hold-
ings of the currency below 75 percent of
its quota.

(To replace part (b) of III, 9 and to
be sihifted to III-8)

(b) If a member country increases its holdings
of another member's currency, or acquires
gold from another menber otherwise than as
a result of transactions with that member,
the Fund at the request of the latter
member may require the gold or thm increase
of currIncy to be offered to the iFund.

Fund shall not require a member to re-
purchase its currency with a convertible
currency of which the Fund's holdings would
be in excess of the Fund's holdings of the
meber'z currency after the above adjust-
ient s.

The Dolegate of thi Union of Sovlit Socialist Re-
publics reserved his poitionL on the principle involved
in this section.

6. Furnishing of inform tlon. (SA/1, Article III,
Section 11, p. 14c; Drafting CommiLtee Rleport: Article
VIII, Section 5)

(a) The Committea recormends the approval of
Altcrnative C (p. 14c) with the transposition of the
portion beginning with the second sentence of the sec-
tion and ending with the words "to avoid mere estimates
so far as possible" to the cnd of the section.

(b) The Committee also recommends the adop-
tion of the additional language recommended in Documnent
345, which reads es follows:

The Fund may arrange to obtain further in-
formntilon by agreement with members. It shall
act as a central point for the collection and
exchv of informution on monetary and finan-
cial probblems, thus facilitating the preparation
of studies desiged to assist members in devel-
oping policies which further the purposes of the
Fund.

7. Transitional Arrangents. (S/l, Article X;
Drafting Cormnitteo Report: rticle XIII)

The Coruittee recommends the adoption of Alterna-
tive A (pages 44a and !4b), with the addition of the
following at the end of Section 2: "Nothing in this
Xgreeraent shall be deemed to prevent a member imposing
any restrictions on payments or transfers to non-members
unless the Fund finds that such restrictions have ad-
versely affected the intrrests of members".

TheDue- 374
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The Netherlands delegatlon wishes to record its
understanding that the first paragraph of Section 1 does
not prevent the use of the resources of the Fund for the
financing of the imported cppmodities which might be con-
sidered as relief goods ut ha he sple meaning of

this clause s t prevt the use pf the resources of
the Fund in a quasi-pevr2nt way for iq; financing of
relief or or any other 5sp.drts.

8. Voting. (SA/1, Article VII, Section 3, p. 26;
Drafting Conmittee Report: Articde XI, Section 5)

The first and last paragraphs of Alternative A
(p. 26) have already been approved by other cormmittees.
The Special Committee recommends the adoption of the
second paragraph of this Section with the change of
the figure 200,000 United States dollars" to "400,000
United States dollars".

9. Li qidation. (SA/1, Article VIII, Section 4,
p. 37; Drafting Conmittee Report, Article XV)

The Committee considered Alternatives A and C and
approved a now formula relating to tht distribution of
the assets of the Fund. The principle of this formula
was accepted and a new draft is to be prepared for sub-
mission.

10. Settlement of Accounts. (SA/1, Article VIII,
Section 3, p. 36; Drafting Committee Report, Article XIV,
Section 3)

The Committee recommends the adoption of Alternative A
(pp. 36 and 36a) lubJoct to minor draftin% changes, which
are referred to the Drafting Comnittee.

11. Initial Duturmination of Par Values. (SA/1,
Article XIII, Section 5, p. 50; Drafting Conmittea Reoort:
Article XIX, Section 4)

The Cormittoc recommends the adoption of Alternative B
(Document 347, pp. 50c to 50c), tog~thor with tmhe amend-
mcnt reported in Document 351, subject to rovisior. to
indicate that paragraph (b) applios to appreciation as well
as depreciation of currencies and to paragraphs E and F to
avoid thu use of the term "provisional initial rate of
eochawgo".

12. Subscriptions: Time of Paymont. (SA/l,
Article II, Section 5, p. 4; Drafting Committee Report:
Article III, Section 3)

In Alt~rnativo A, Section 5, (p. 4) the date on which
the holdings of gold and gold-convertible exchange of mom-
bors should be ostablished for the purposes of determination
of initial payments was loft blank. The Comritteo recommends
that this date should be the date of entry into force of
the Agreement.

13. Definitions. (SA/i, Article XII, Section 2, p.47;
Drafting Co0orittoe Report: Article XVIII)

The Committee received two drafts of proposed defini-
tion and referred them to a drafting subcomrittooe.
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SUPPLEXENTAL REPORT OF

AD HOC SUBCOa1ITTEE A OF COMMITTEE 4 OF CaI:ISSION II

July 13 - 11:50 a.m.

SUGGESTED ABENDMIENT TO ALTERNATIVE A, ART. VII
SECT 4, PAGE 52

A meeting of the Ad Hoc Subcommittee A of Commnittec 4 of
Commission II was held-n--uly 13, at 11:50 a.m., at which
representatives from the following countries attended: Cuba,
India, Poland, United Kingdom and the United States. The
Chairman was Sir Chintoman D. Deshrukh of India.

The meeting considered the question of Immunities from
Taxation, which had been held over pending receipt of report
of the Drafting Comnmittee of Commission I (Document #521),
dealing with similar provisions for the Fund.

The Subcommittee agreed that the provisions in Sections
10 and 11 of this document were applicable to the Bank. Con-
sequently, the Subcommittee approved amending Section I, page
52 of Document #245 to read as follows:

(a) The Bank, its assets, propcrty, income and
its operations and transactions authorized by this
Agreement shall be exempt and lIrlune from all toax.a-
tion and from all customs duties. The Bank shall
also be exempt and immune from llability for the col-
lection or payment of any tax or duty.

(b) No tax shall be levied on or in respect of
salaries and enolumrr~ts paid by the Bank to Executive
Directors, Altornatts, Officials or cployiecs of the
Bank who are not local citizens, local subjects, or
other loca1 nal ionals.

(a) No taxation of rny kind shall be levied on
any obligation or security issued by the arkuk (in-
eluding any dividend or interest thnireon) by whonmso-
ever held

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

(ii) if the sole jurisdictional basis for such tlnxa-
tion is the place or currency in which it is
issued, made payable or paid or thI location
of any office of place of business maintained
by the Bani:.

(d) Each member shall take action as is necessary in
its own territories for thi purpose of making effective
in terms of its own law the principles set forth in this
Article. Each member shall inform the Bank of the de-
tailed action which it has taken to grant the status,
immunities, and privileges provided for in this Article.

Dec. 580
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Working Paper for Drafting Committee
of

COMiMISSION II

Text of Provisions Recommended
by

Ad Hoc Committee 3b
of Commission II
July 14, 1944.

ARTICLE V
Doe. 245

Alt. A Section 4. Advisory Council
p. 32

There shall be an Advisory Council of not less than
seven persons selected by the Board of Governors from
outstanding citizens of member countries, including re-
presentatives of banking, business, industrial, labor
and agricultural interests, and with as wide a represen-
tation of citizenship of members as possible. In those
fields where specialized international organizations
exist, the corresponding members of the Council shall
be selected in agreement with such organizations. The
Council shall advise with the Bank on matters of general
policy. The Council shall meet annually and on such other
occasions as the Bank may request.

Councillors shall serve for two years and may be re-
appointed. They shall be paid their reasonable expenses
incurred in behalf of the Bank.

Alt. A Section 5. Loan Committees
P. 33

The committees required to report on loans under
Article III, Section 4, shall be appointed by the Bank,
except that each such committee shall include an expert
selected by the Governor representing the member in which
the project is located. The committee may include members
of the technical staff of the Bank.

Alt. A Section 7. Location of Offices
P. 35

(Alt. A approved as written, subject to decision in
Commission II as to substance.)

Alt. 2 Section S. Depositories
p. 36

Subsection (a). (Aporoved as written.)

Alt. A Section 11. Publication of Reports
P. 39

The Bank shall publish an annual report containing an
audited statement of its accounts and shall issue at

NONE OF THIS MIATERIAL IS FOR PUBLICATION UNTIL OFFICIALLY RELEASED.
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intervals of three months or less a smtrary statement of
its financial position and a profit and loss statement
showing the results of its operations.

The Bank may publish such other reoorts as it deems
desirable for carrying out its purposes end policies.

Copies of all reports, statements ald publicntlons
issued under this section shall be regularly distributed
to member countries.

Alt. A
p. ho

Section 12. Allocation of Income

The Board of Governors shall determine annually ",hat
part of the Bank's net income shall be placed to reserve
and what part, if any, shall be distributed.

If any part is distributed, two per cent non-cumulative
shall be paid, As a first charge against the distribution
for any year, to each member on the basis of the amount by
which at the end of the fiscal year the amount paid on
the par value of its shares exceeds the amount of its
currency held by the Bank; Aid the balance to all members
in prooortion to their shares. Payments to each member
shall be mede in its own currency.

NONE OF TflS M4TERBTL IS FOR PUBLICTION UNTTL OFICITALLY TELEASED.
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COMMISSION II

Report of Committee 3-b
Meeting of July 14, 1944

Present: Belgium The Netherlands
Brazil Norway
Canada Peru
Colombia Union of South Africa
China U.S.S.R.
French Delegation U,KE
Cuba U.S.A.

Chairman: Miguel Lopez Pumarejo (Colombia)

Reporting
Delaate: M. H. de Kook (Union of South Africa)

Seoretary: Mordecai Ezekiel

Assignment: Pages 29-40, excluding 34, 37, and39.

The Committee met at 9:40 a.m., with all members present.
Action was taken on sections as follows:

Section 4, page, 32--Advisory Council. The draft recom-
mended by Committee 3a was discussed and approved with minor
amendments to rea(

"There shall be an Advisory Council of not less than seven
persons selectet by the Board of Governors from outstanding
citizens of member countries, including representatives of bank-
ing, business, industrial, labor and agricultural interests,
and with as wide a representation of citizenship of members as
possible. In those fields where specialized international
organizations exists the corresponding members of the Council
shall be selected in agreement with such organizations. The
Council shall advise with the Bank on matters of general policy.
The Couucil shalt meet annually and on such other occasions as
the rank may request.

"Councillors shall serve for two years and may be reap-
pointed. They shall be paid their reasonable expenses incur-
red in behalf of the Bank."

Section 5, pago 33--Loan Committees. On discussion, it
was felt unwise to require that a majority of the committee
should be from the bank staff, and the following language was
recommended: "The committee required to report on loans under
Article 3, Section 4 shall be appointed by the Bank except
that such committee shall include an expert selected by the
Governor representing the mermber in which the project is
located. The committee may include members of the technical
staff of the Bank."

Section 7, page 35--Location of Offices. A majority of
the members of the committee favored the provisions of Alter-
native A, providing definitely for the location of offices in
the territory of the largest stockholder. Two members,

however,
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however, favored Alternative B. Alternative B leaves the
decision on location to the first meeting of the Board of
Governors. The argument was advanced that this is an operat-
ing matter not appropriate to decision by this present con-
ference of expei rs. The committee therefore reports the mat-
ter in disagrec,mint.

Section 8, page 3 D--Depositories. Subsection (a) was ap-
proved with slight verbal changes to be consistent with the
Fund language. Subsection (b) was deferred until final Fund
language is available for comparison.

Section 10, page 3B--Protection of Assets. Final action
on this section was deferred until the final Fund language is
available, After a discussion of whether a gold clause should
be included in this section, a special subcommittee was set up
to examine this problem.

Section ll, page 39--Publication of Reports. Although
this section had already been referred direct to the Drafting
Committee, the ad hoc committee on scanning it felt that some
addition was needed to adapt it to requirements of the Bank.
It therefore recommends to the Commission that the language
previously passed be modified by adding the following para-
graph at the end of the section:

"Copies of all reports, statements, and publications is-
sued under this section shall be regularly distributed to mem-
ber countries."

Section 12, page 40--Allocation of Income. This section
was modiled to pla en esponsibility in the Board of Governors,
and to substitut* "a11" members for "the" members in the third
line for the er and approved as amended.

Doe, #385
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APPENDIX I

Cotmittee 3 of Commission II
Subcommittee 3b.

Resume of Actions at Meetings through July 14, 1944.

Article V, Section 1, Alt. A,
pp 29, 29a

Artidle V, Section 2, Alt. A,
p 30

Article Vj Section 3, a-h, Alti A,
pp 31; 31a

Article V, Section 3, i-i, Alt. A.,
pp 31a, 31b

Article Vj Section 3, m and re-
nmainder, Alt. A, pp 31c, 31d

Article V, Section 4, Alt, A, p 32

Article V, Section 5, Alt& A, p 33

Article V; Section 7, Alts A,
p 35

Article V,
p 36

Article V,
p 36

Article V,
p 38

Article V,
p 39

Article V,
p 40

Section Saj Alt. A,

Section 8b, Alt. A,;

Section 10, Alt. A,

Section 11, Alt. A,

Section 12, Alt. A,

Accepted with revisions to
agree with Fund language.

Deferred, pending decision on
Fund language.

Deferred, pending decision on
Fund language.

Accepted with revisions to
agree with Fund language.

Deferred, pending decision on
Fund language.'

Accepted, after amendments.

Accepted, after amendment.

Accepted by majority, subject
to disagreement being reported
to Commission II.

Accepted.

Deferred, pending decision on
Fund language.

Deferred, pending report of
Special Subcommittee.

Agreed to recommend to Commis-
sion addition to provide dis-
tribution of reports. to mem-
bers.

Accepted, after amendment.

Dec. #385
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July 14, 1944

The Secretariat has prepared the following summary of the
status of the document:

In Comtittbo Approved

Commission

Art. II, Sections 1-6,
inclusive.

Section 7
It

5, 9

Drafting Cotmrittce
Commission
Conmission
Drafting Committee

Art. III, Section 1
2

'5 3

Pr4,amble
Pream.ble

Committee 2

Co:mii ssion
Draft ng Cotnittee

Comnitto 2

Committee 2

Committee 2

Drafting Conanittee
Drafting Committee

Drafting Committee

Section 5
Section 6

Committee 2
Draifting Committee

Art. IV, Section 1
2

t 3

it 5
6t

"II 7
It 8
of 9
" 10

Conmmittee 2

Committee 2

Committee 2
Committee 2

Art. V, Sections 1-5,
inclusive. Committee 3

Section 6 - To be discussed
" 7 Committee 3
"f 8 Committee 3
it 99
" 10 Committee 3
"I 11
" 12 Committee 3

13 - Included in Arti

Art . VI

Drafting Committee

Drafting Committee

Commission

Commission
Comrii ssion
Comriissio n

in Commission.

Commission

Commission

cle VII.

Committee 3

Art. VII, Section 1
2
3
4

Committee 4
Committee 4

Art. VIII

Art. IX, Section 1
2 - To be drafted.

o 3

Drafting Committee
Drafting Committee

Drafting Committee

Drafting Committee

Drafting Committee

Art. X - To be drafted.

Doe. #387

Art. I

(2)

(3)(s1)
(4)
(5)



CIt/DC/ P3
RESTRICTED

July 14, 1944

C00IWSSION II

Third Report of Drafting Committee

The Drafting Committee met at S:30 P.M. on July lfth
and considered the matters referred to it arising out of the
reoorts submitted at the Commission meeting on the same day.
The Committee took the following action:

(1) Document i340, First Report of the Drafting Committee.

Article v, Section 13, should be omitted, since
its provisions have been included elsewhere in SA/h.

(2) Document 4330, Reoort of kd Foc Committee la.

(a) Article IT, Section 1 (page 3 of SA/f3) tas
approved.

(b) Article VI, Section 4 (page 45 of SA/3) was
drafted to read as follows:

Any member which ceases to be a member of
the Internetional Monetary Fund shall imme-
diately cease to be a member of the Bank,
unless the Bank by per cent of its
aggregate votes favors its remaining as a
member.

In accoordance with the instructions of the
Commission, this draft was transmitted to
Ad Foc committee 3c, which is to make recom-
mendations as to the per cent to be required.

(3) Document *331, Report of Subcommittee lb.

(a) krticle II, Section 2(page 4a, Dec. 4331)
approved.

(b) Article II, Section 3 (nage 5a, Dec. t331)
approved.

(c) Article II, Sections 4 and 5. These Sections
will be dealt with in the fourth report of the
Committee.

(d) Article II, Section 6 (page 8b, Dec. 9331)
approved.

()) Document #337, Report of Ad Hoe Committees 2a
and 2b.

(a) Article III, Section 4. The Drafting Committee
had before it only subsections 2, 3, and 5.

NONE OF THIS MATERIAL IS FOR PLBLICATION UNTIL OFFICIALLY RELE&SED.

July 14, 1944
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Subsections 2 and 5 ".ere aonroved and 3 was
redrafted, These three subsections are con-
tained on the attached sheet.

(b) Article III, Section 6, (page 2, Dec. 4337)
approved.

(c) Article TV, Section 1 (page 3, Dc. 5337)
approved.

(d) Article TV, Section 3 (pape 21 of SA/3)
Alternative A, approved.

(5) fDocu_. .t #351, Report of Ad Hoc Committee 3a.

(a) Articl6 TT, Section 2, Alternative A (page 13
of $A',3) aorovied as amended. (The amended
Article is contained in the attached sheet.)

(b) Article V, Section 6 (page 314 of SA/3) and
point (2) of Alternative F (page 15c of SA/3).
These Sections will be dealt with in the fourth
report of the Committee.

(c) Article V, Section 1 (b) (5). The subcommittee's
amended wording was essentially approvcd. This
subsection therefore reads as follows:

Making agreements to cooperate with other
international organizations, other than agree-
ments of a temporary and administrative
character.

The Committee recommends that its action on the foregoing
matters be endorsed by the Commission.

NONE OF THIS 1'ATERIAL IS FOR PUBLICATION UNTIL OFFICTALLY nELE4SED.

July 14, 1944

Doc. ~3S9
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ARTICLE III

Section 2. Agencies Dealinz with the Bank.

Except as otherwise indicated in this Agreement, the

Bank shall conduct its business only with or hror;h the

governments of the members, their central banks, 2trbIliza-

tion funds, and other slralar fiscal agencies, the ilntrna-

tional Mcnetary Fund, and other international agencies

participated in primarily by members of the Bank.

Section 4. ConditIons on wich Bank y Guirint
or M'ke Loans'

(2) The Bank is satisfied that in the prevailing mar-

ket conditions the borrower iould be unable otherwise to

secure the funds under conditions vhicn in the op~nIon of

the Bank are reasonable for the borrower°

(3) A competent cormnitte, after a careful study of the

merits of the proposal, hai submitted a written report recom-

mending the project.

(5) In guaranteeing a loan made by other investors, the

Bank receives compensation for its risk.

NONE OF THIS MATERIAL IS FOR PUBLICATION UNTIL OFFICIALLY

July 14, 19144
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REPORT OF AD iiOC COIMTTEE II OF

COQAIISSION II

July 15, 1944

On July 14, a special subcommittee of the 4d hoc
Commnittee met to consider the question of A4grirultural
Lmans referred to it by the Commissinn at its meeting 0f
July 13, The Ad iHoc Committee subsequently held regular
sessio:ns to Consider those sections of Articles III and IV
which P td been rererred to it.

Tie observer of the Uauitc Natio:.s Interim Cnmmission
rn Food and n.r culture, ir, riwentymanl, appeared before
thle Comn.itt.c and the problems presented by the Tntarim
Conmission were given consideration by the Cornmlitte;.
To make its position clear the Coxwrittec adopted para-
graph 6 of 1Article IIi, Section 4 (Appendix, page 15g)
of this report,

The Comiastte, reconmensaa to the Commission that
in the Iuture the reports of subeornmittees "vold inter-
protive qulifications of text subwittc d, and suggests
that only text reported and adopted zhall be reeardcd
as authoritative.

Thb Drrfting Cornmitte. of the Corin.!ssior hra
prescnted its draft of' F~rxgraphs 2, 3, r'nin 5 of Arti-
ole III, Section 4. Thn first and fourth paragri}phs of
this stection had been referred back to thc Commnittce
for revisions. A comnipletc draft of th, outire section
as rported by the Drafting Criimtttec end approved by
Ad Hoc Cnr'mittev II is givort in this report. (Appendix,
page 15g)

Sever 1 sections h d been referred to a so cial
subcornittce for re-drafting. lbe new drlft has in-
corporated mat-irlal from earlir scotions vi-ch replaces
material in Docu.aent 245. The subst n-c of Articl IiiTT,
Section 5, page 17, Docuwment #245 Ird Article IV,
Section 3, page 19, h!ms b-en incorporated in the n:ew
Article IV, Sections 2 :nd 3, <pponded hereto.

The present text of nrtlcle IV, Section 2 (App ndix,
page 20b of this Doounmnt), his be n np;roved by the
Committ-e and is recons'cndcd for the approval of the
Commission. irticlt IV, Section 3 and Sertion 4, Para-
grnph A, were approvcd in substance by the Commiittee and
were rewritten in aoeirdince with the instructlions of the
Ad Hiec Cominttm. (nppeadlx, pages 21!a end 22f.)
TmlTar action was taken by tlhe Committee regarding
Article TV, Sections 6 and 7 whose texts are given here
as drawn by the Drafting Snbcotmittee.

Respectively submitted by:

E. I. MONTOULITE

Chairman

Doe. #394
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Report of Quota Comumittoe of
Conm ission I

july 15,194dt

The Quota Committee of Commission I met at 10

aim. on July 15 and agreed to recommlend to Commission

I the following text for Schedule 
A:

QUOTAS

/6Austrnaia
e Belgium-
Bolivia

// Brazil
7Canada
w Chile
'China
XColumbia
Costa Rica
Cuba

12. Czechoslovakia
D(,nmark*i
Dominicanr Republic
Ecuador
Egypt
El SalvadoP
Ethiopia

5fFrance
Greece
Crua temala
Ill I t I
tiondurns
Iceland

£ India

Iraq
Liberia
Luxembourg

iKexico
Nletherlands

lbNew Zealand
Nicaragua
Norway
panama
paraguay
peru

Philippine Cornonwyealth
Poland
Union of South Africa

LUnion of Soviet Socialist
Republics

Unitted Kingdom
I United States
Uruguay
Venezuela
Yugoslavia 4

Total

(In rilliCns of
dollars)

200
22
10

503
150
300
53550
1-

5

50

12

LS

2.5
6

101
-c

.5

r)

9

go
275
90
2
50

.5
2
25
15

125
1oo

11001303
175oo
2'(750

15
15
60

8800

*The qcota of Denmark shall be determined by the

Fund after Dehnmark accepts membership ill accordane V

with Article XIX, Section 
1. _ I

Doc.#595 /; 6/
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The Committee's recommendation was unanimous with
the exception of reservations by China, Egypt, the French
Delegations India and New Zealand.

The Mexican Delegation agreed to relinquish $10 mil-
lion of its quota in favor of 85 million each for Colombia
and Chile. The above table includes these readjustments.

The Committee was composed as follows: Belgium,
Brazil, Canada, China, Cuba, Czechoslovakia, Egypt, French
Delegation, India, Mexico, New Zealand, Norway, United
Kingdom, Union of Soviet Socialist Republics, United States,
Chairman.

Qe6d M. Vinson Chairman

Doc. 395



RESTRIC

Report of Quota Committee of
Commission I

July 15,1944

The Quota Committee of Commission I met at 10
a.m. on July 15 and agreed to recommend to Commtslion
I the following text for Schedule A:

QUOTAS

Australia
Belgium-
Bolivia
Brazil
Canada
Chile
China
Columbia
Costa Rica
Cuba
Czechoslovakia
Denmark*
Dominican Republic
Ecuador
Egypt
El Salvador
Ethiopia
France
Greece
Guatemala
Haiti
Honduras
Iceland
India
Iran
Iraq
Liberia
Luxembourg
Mexico
Netherlands
New Zealand
Nicaragua
Norwnay
Panama
Paraguay
Peru
Philippine Comnmonwealth
Poland
Union of South Africa
Union of Soviet Socialist

Republics
United Kingdom
Unitcd States
Uruguay
Venezuela
Yugoslavia

Total

(In millions of
dollars)
200
225

10
150
300
50

550
50
5

50
J.25

5
545
2.5
6

5
5
2.5
1

4o"2roi

.5
10
90

275
5o
2
50

.5
2
25
15

125
100

1200
1300
2750

15
15
6o

8800

*The qpota of Denmark shall be determined by the
Fund after Denmark accepts membership in Qccordanga
with Article XIX, Section 1.

Doc.#395
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EESTRICOD

The Committee's recommendation was unanimous with
the exception pf reservations by China, Egypt, the French
Delegation' i1 ~rnd New Zestn4.

The Mexican Delegation agreed to relinquish $O0 nil-
lion of its quota in favor of $5 million each for ClOcmba1
and Chile. The above table includes these readjustmentt.

The Committee was composed as follows: Belgaum,
Brazil, Canada, Chins, Cuba, Czechoslovakia, Egypt, Preah
Delegation, India, Mexico, New Zealand, Norway, United
Kingdom, Union of Soviet Socialist Republics, United State,
Chairman.

Fred M. Vinson, Chairman

Doc. 395
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Report of the Meeting of the ad hoc Com-
R ep. aortors mimittee 2 of Commission II

July 15, 1944 - 10 :.

The Committee considered the Sections of the Bank docu-
ment which had been submitted by its Drafting Sub-committee.

Article IV, Section 2, page 20b, and Article IV, Section 6,
page 24b, were approved by the Committee and recommended for

adoption by the Commission.

Article III, Section 4, was amended by the Committee.

In paragraph (1), third line, substitute "which is" in place
of "and". The Committee decided that Paragraph (4) should be
divided into two portions, a new paragraph (5) beginning with
the second sentence so that the Section will have 7 sub-

paragraphs.

Article IV, Section 3 was amended by inserting in para-

graph (d) the words "in exceptional circumstances" after the
word "may" so that the paragraph will read: "The Bank may,

in exceptional circumstances, at the request of a member in
which a portion of a loan is spent, etchetc." With this a-
mendment it is recommended to the Commission for adoption.

The Committee approved Article IV, Section 4, para-

graph (a), as submitted by its Drafting Sub-committee, Docu-

ment 394, page 22f, but is still considering the remaining

paragraphs of this Section. The Committee also still has

under consideration Article IV, Section 7.

NONE OF THIS MATTRIAL IS FOR PUBLICATTION UNTIL OFICIALLY RETEASED

Doc. #399
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NONE OF THIS MATERIAL IS FOR PUBLICATION UNTIL OFFICIALLY RELEASED.
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REPORT
OF

DRAFTING Co 0 N
OF

ITT EE

CO MISSION
ANNEX I

July 19, 1944
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cII/xc/im6
ARTICLES OF AGREEMENT

OF

THE INTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT

The Governments on whose behalf the present agreement

is signed agree as follows:

Introductory article

The International Bank for Reconstr. tion and Develop-

ment is established and shall operate in accordance with the

following provisions:

Article I

PURPOSES

The Purposes of the Bank are:

1. To assist in the reconstruction and development of

member countries by facilitating the investment of capital

for productive purposes, including the restoration of econ-

omies destroyed or disrupted by war, the reconversion of

productive facilities to peacetime needs and the encouragement

of the development of productive facilities and resources in

less developed countries.

2. To promote private foreign investment by means of

guarantees or participations in loans and other investments

made by private investors; and w'hen private camital is not

available on reasonable terms, to supplement private invest-

ment by providing, on suitable conditions, finance for pro-

ductive purposes out of its own capital, funds raised by

it and its reserves and other resources.

3. To promote the long-range balanced growth of inter-

national trade and the maintenance of equilibrium in balances

of payments by encouraging international investment for the

development of the productive resources of members, thereby

Dec. 46a
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assisting in raising productivity, the standard of living and

conditions of labor in their territories.

4. 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.

5. 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 post-war

years, to assist in bringing about a smooth transition from

a wartime to a peacetime economy.

The Bank shall be guided in all its decisions by the

purposes set forth above.

Artice II

MEMBERSHIP IN AND CAPITAL OF TF1 BATK

Section 1. Membership.

(a) The original members of the Bank shall be those

members of the International Monetary Fund which accept

membership in the Bank in accordance with Article X,

Section 2(b).

(b) Membership shall be open to other Governments,

being members of the Fund, at such times and in accordance

with such terms as may be prescribed by the Banlk.

Article II

Section 2. Authorized capital.

The authorized capital stock of the Bank shall be

'l0,000,000,000, in terms of United States dollars of the

weight and fineness in effect on

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.

The capital stock may be increased when the Bank deems

it advisable by three-fourths of the total of the voting power.

Doe. 46C -2-



Section 3. Subscription of shares.

(a) Each member shall subscribe shares of the

capital stock of the Lank. 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

Bank1 The Bank shall reserve a sufficient portion of its

capital stock for subscription by such members.

(b) The Bank shall prescribe rules laying down the

conditions under which members may subscribe further shares

of the authorized capital stock of the Bank in addition to

their minimum subscriptions.

(c) If the authorized capital stock of the Bank is

increased, each member shall have a reasonable opportunity

to subscribs a proportion of the increase of stock equiva-

lent to the proportion which its stock theretofore sub-

scribed boars to the total capital stock of the Bank under

such conditions as the Bank shall decide, but no member

shall bc obligated to subscribe any part of the increased

capital.

Section 14. Isut price of shares.

Slihares lncluded in the minimum subscripticns of origi-

nal mncmbors 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 thon

on other torms.

-3-
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Section 5. Division and calls of subscribed capital.

The subscription of each member shill be divided

into two parts as follows:

(i) twenty percent shall be paid or

subject to call under Section 7(1i)

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,

Section l(a)(ii) and Section (a)(ii)

below.

Calls on unpaid subscriptions shall be uniform on all

shares.

Section 6. Limitation on liabiity.

Liability on shares shall be limited to the unpaid

portion of the issue price of the shares.

Section 7. Methlod of payment for subscriptions for
shares.

Payment of subscriptions for shares shall be made

in gold or United States dollars and in the currencies

of the memnbrs as follows:

(i) under Section 5(i) of this Article,

two percent of the price of the

share shall be payable in gold or

United States dollars, and when

calls are made the remaining

18 percent shall be paid in the

currency of the member;

Doo. 46.



(ii) when the call is made under

Section 5(11) of this Article,

payment may be made at tpe option

of the member either tn ginA

U, 8S dollars or in the eurrency

required to discharge the obliga-

tions of the Bank for the purpose

for which the call has been made;

(111iii) when a member makes payments in

any currency under (i) and (ii)

above, such payments shall be

made in amounts equal in value

to tie member's liability under

the call. This liability shall

be a proportionate part of the

capital stock of the Bank as

defined in Section 2 of this

Article.

Section S. Time of payment of subscriptions.

(a) The two percent payable in gold and U. S.

dollars under Section 7(1) of this Article, shall be

paid within 60 days of the date on which the Bank begins

operations.

(b) The remainder of the subscription in

Section 7(1) of this Article shall be paid as and when

called for by the Bank, provided

(i) the Dank shall call up not loss

than it percent of the price of

the share within one year of its

beginning operations and

(ii) that not moro than 5 percent of

the value of the share shall be

called up in any period of three

months.

-5-
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REPORT SUBMITTED TO COvIISSION III BY CO01VITTEE 2 ON
ENEMY ASSETS, LOOTED PROPERTY, AND RELATED MATTERS

(To be presented at the meeting of Commission III July 20, 1944)

Bretton Woods, July 20, 1944

Mr. Chairman:

At the second meeting of Commission III held at 5:00 p.m. onJuly 10, 1944, Committee 2 was appointed to consider proposals
for action which had been assigned to it in accordance with the
recommendations of the Agenda Committee and to make recommenda-
tions to the full Commission concerning action to be taken at
this Conference with respect thereto.

Committee 2 wishes to report as follows concerning its
decisions and recommendations.

The first item to which Committee 2 gave its attention wasthe proposal recommending the liquidation of the Bank for Inter-national Settlements submitted by the Norwegian Delegation and
designated as No. 4 in the Report of the Agenda Committee (Docu-
ment No. 235).

After considering the proposal in various forms it was theunanimous decision of Committee 2 to place the following recom-
mendation, submitted Jointly by the Norwegian and Netherlands
Delegations, before Commission III and to recommend its adoption
by the Conference:

"The United Nations Monetary and Financial Conference
recommends the liquidation of the Bank for International
Settlements at the earliest possible moment."

Committee 2 then turned its attention to the two proposals
on enemy assets and looted property submitted by the Polish and
French Delegations and designated as numbers 2 and 3 respectively
in the Report of the Agenda Committee. The United States Delega-
tion submitted an alternative draft resolution relating to this
subject and embodying the features of the two earlier proposals.
Thereupon, both the French Delegation and the Polish Delegationwithdrew their proposals in favor of that submitted by the United
States Delegation.

The Committee unanimously recommends to Commission III that
the following resolution be adopted in principle. The Committee
further recommends that the present draft be referred by theCommission to a drafting committee which shall be authorized to
place it in form for consideration by the Plenary Session. The

text of the recommended resolution is as follows:

-1-
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WHEREAS:

1. In anticipation of their impending defeat, enemy lead-
ers, enemy nationals and their associates and collaborators are
transferring assets through clandestine channels to and through
neutral countries to be concealed and held at their future dis-
posal. Success on the part of such persons in secreting and
preserving under their control substantial amounts of assets in
and through neutral countries will perpetuate their influence,
power, and ability to plan anew future aggrandizement and world
domination. The efforts of the United Nations to establish and
permanently maintain peaceful international relations after the
conclusion of the present war would thereby be jeopardized.

2. Throughout the past four years enemy countries and
their nationals have taken the property of occupied countries
and their nationals. Eemy methods have ranged from open loot
and plunder of currency, gold, securities, and other movable
property, to subtle and complex devices, including the estub-
lishment of puppet governmints in occupied territories, designed
to give the cloak of legality to their robbery and to secure
for themselves omwnership and control of important financial
and economic enterprises in the postwar period despite the im-
pending defeat of their armed forces. To ensure their success
and to frustrate the efforts of postliberation governments to
undo their work, they have, through sales and other methods of
transfer, run the chain of thiir ownership end control through
foreign countries, both occupied and neutral, thus making the
problem of disclosure and dicsentaiglement one of international
character.

3. Throughout the past four years as the enemy has occupied
additional countries, the residents, under duress, have been
forced to turn over to him their assets. The United Nations
have declared their intention to do their utmost to defeat the
methods of dispossession practiced by the encmy and have reserved
their rights to declare invalid any trmsfers of property belong-
ing to persons within occupied territory. They have adopted
special controls and other measures not only to protect and safe-
guard property, within their respective jurisdiction, owned by
occupied countries and their nationals, but rise to prevent
looted property from being disposed of in United Nations markets
or acquired by persons subject to their jurisdiction.

THEREFORE:

It is resolved that, in recognition of these considerations,
the United Nations Monetary and Financial Conference:

Doe. 481 (470)
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I. Notes with satisfaction the establishment by the
United Nations of machinery designed toa ssist the nations of
the world in

(a) uncovering, segregating, controlling, and making
oppropriate disposition of enemy assets;

(b) locating and tracing ownership and control of looted
property and taking appropriate measures to make restoration
to its lawful owners.

II. Recommends that all Governments represented nt this
Conference, and particularly those already participating In the
operation of this machinery, call upon the Governments of neutral
countries:

(a) to take immediate measures to prevent any disposi-
tion or transfer within territories subject to their juris-
diction of any

(1) assets belonging to the Government or any
individuals of institutions within those United Nations
occupied by the enemy; and

(a) looted gold, currency, art objects, securities,
other evidences of ownership in financial or business
enterprises, and of other assets looted by the enemy;

as well as to uncover, segregate and hold at the disposi-
tion of the post-liberation authorities in the appropriate
country any such assets within territory subject to their
jurisdiction.

(b) to take immediate measures to prevent the conceal-
ment by fraudulent means or othervwise within countries
subject to their jurisdiction of any

(1) assets belonging to, or alleged to belong to,
the Government of and individuals or institutions
within enemy countries.

(2) assets belonging to, or alleged to belong to,
enemy leaders, their associates and collaborators, and

to facilitate their ultimate delivery to the post-armistice
authorities.

Respectfully yours,

Chairman: (Signed) Andre Istel, French Delegation

Reporter: (Signed) Wilhelm Keilhau, Norway

To the Honorable Eduardo Suarez
Chairman of Commission III

Dc. F4j81 (470)
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ARTICLE XII

FINAL PROVISIONS

Section 1. Entry into Force.

This Agreement shall enter into force when it has

been signed on behalf of governments whose minimum sub-

scriptions comprise not less than 65% of the total sub-

scriptions set forth in Schedule A and when the inotru-

ments referred to in Section 2(a) of this Article have

been deposited on their behalf, 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 l'w 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 gov-

ernment shall becone a member before this Agreement enters

into force under Section 1 of this Article.

(c) The Government of the United States of America

shall inform the governments of all countries whose names

are set forth in Schedule A, and all governments whose

membership is approved in accordance with Article II,

Section l(b), of all signatures of this Agreement and of

the deposit of all instruments referred to in (a) above.

Doc. #484. -2-



(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-twentieth of one per-

cent 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, Sec-

tion 8(a). 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 Bank

when the initial meeting has been called under 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 govern-

ments 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 l(b).

(g) By their signature of this Agreement, all govern-

ments 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.
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(h) In the case of governments whose metropolitan

territories have been under enemy occupation, the deposit

of the instrument referred to in (a) above may be delayed

until one hundred and eighty days after the date on

which these territories have been liberated. If, however,

it is not deposited by any such government before the

expiration of this period, the signature affixed on behalf

of that government shall become void and the portion of

its subscription paid under (d) above shall be returned to it.

(i) Paragraohs (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 Fund.

(a) As soon as this Agreement enters into force under

Section 1 of this Article, each member shall appoint a

governor and the member to whom the largest nunber of shares

is allocated in Schedule A shall call the first mceting

of the Board of Governors.

(b) At the first mceting of the Board of Governors,

arrangements shall be made for the selection of provicional

Executive Directors. The governments of the five countries1

to which the largest number of shares are allocated in

Schedule A, shall appoint provisional E70ocutive Directors,

If one or more of such governments have not become members,

the executive directorships which they would be entitled

to fill shall remain vacant until they become members, or

until January 1, 1946, whichever is the earlier. Seven

provisional Executive Directors shall be elected in accord-

ance with the provisions of Schedule B and shall remain in
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office until the date of the first regular election of

Executive Directors which shall be held as soon as prac-

ticable after January 1, 1946.

(c) The Board of Governors may delegate to the

provisional Executive Directors any powers except those

which may not be delegated to the Executive Directors.

DONE 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 is

approved in accordance with Artiale II, Section l(b).
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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 xecutive Directors,

each Governor eligible to vote shall cast for one per-

son all c. 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 per-

son who received the lowest number of votes shall be

ineligible for election and in which there shall vote

only (a) those Governors who voted in the first ballot

for a person not elected and (b) those Governors all

or part of 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 per-

son above fifteen percent of the eiigible 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 the votes of the Governor

casting the next largest number, and so on until fifteen

percent is reached.
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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 lected, 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.
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