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

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

The following members were present: Mr, Goldenwelser
Chairman, Dr. Tsiang, Dr. Gudin, Mr. Mladek, Mr. Melville,
Professor Robbins and Mr. Varvaressos.

The Commlttee considered Alternatives A, B and C
relating to Section 2 of Article I in the Preliminary Draft
Articles of Agreement (Document F-1) and also considered
alternative language submitted by the Colombian, New .Zealand,
and French delcgations bearing on this Section. The drafting
committee recommends for the consideration of the full committee
the following language:

Article I, Szction 2

"To facilitate the expansion and balanced growth
of internatlonal trade and to contribute thereby
to the promotion and maintenance of high levels
of employment and to ths development of the
sources of productive power in all member
countries as primary objectives of economle
policy."

In recommending this new for“ulqtion the drafting
committee wishes to ruport that the representatives of thﬂ
Indian delegstlion who wsrs present during the discussion
expressed themsclves as regarding the language as an improve=-
ment from their point of view uut a8 not oowplntnly meeting
thelr wlishes on thz point.

‘ The representative of the Australiasn delegation also
agreed that the new langunge was an Iimprovement but statsd that
1ts sultabllity from the point of view of his declegation was
partly depcndent upon the language to be adopted under Article
ITII, paragrephs 2, sectlong(2) and (d) of the Joint Statement,
which deal with the conditlons under which a member 1is sntitled
to buy snother member's currency from the Fund in exchange for
its own currency.

The drafting committee therefore recommends that if the
new wording 1t suggests 1s sdopted by the Committee, the atten=
tion of Committee 2 shall be drawn to thes position of the
fustrelian delegation on this matter,

The drafting committee wishes also to report that the
suggestion was made in its discusslons that many of the diffl-
culties encountered in the drafting of the language of Article
I, Section 2 might be overcome 1f there were a sultable general
preamble to the final document of the Conference, in which the
basic economic objectives of all its work, both Fund and Bank, ¢:J
are clearly steted.
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The drafting committss recommends the following
language for Article I, Section 3:

"To give confida:ce to member countries by

making the 'und!s resources avallable to
them under adequate safeguards, thus pro-
viding them wlth opportunity to correct

malad justments in their balance of payments
without reaorting to meesures destructive
of national or international prosperity."

In accordancd with 1ts 1n¢truct10nu, the draf ting

committee deferred consideration of Article I, Section 4.

The drafting committee considered Alternatives A and B
of Artlcle I, Section 6 and rccommends to the Committee the
following loanguage:

"In accordsnce with the sbove objsctives, to
shorten the periods aond lessen the degree of

disequilibrium in thu international balances
"

of payments

The drafting committee calls
Committee
which re

of member countriess.

the attention of the

to the words at the end of Articls I, Alternative A,
nd:
”Tl. Fund shall bc guided in all its
decisions by the purposes set forth sbove."

The drafting committ recommends thaet the whole
see approve the inclvusion of this language at the end
Cl:' :I
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DP/10
MEXICAN DELEGATION

MEXICO'S PROPOSAL ON SILVER
Submitted for consideration by Commission III

WHEREAS 1t 1s undeniable that about half of the world's
population prefers silver colns to any other kind
of currency for every-day use and trade, as well
as for hoarding;

WHEREAS the economically weaker silver-using natlons of the
world, upon becoming members of the proposed Inter-
national lMonetary Fund, would in fact agree, among
other things, to collaborate with the stronger natlons
in the establishment of a world-wide free market flor
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 agree to
extend thelr cooperation to the economlcally 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 agreemcat, the
silver-using peoples would need proportlonately larger,
and therefore more burdensome, monetary reserves, singe
besides their normally heavy investments in silver
coins, they would also have to maintain a gold reserve
proportionately as large as that of any gold-uslng
nation;

WHEREAS it is not fair that the economically weaker
peoples ‘hould carry the whole welght of thelr silver
stocks, as well as the heavy losses caused by the wide
fluctuations of thelr international value, and carry

besides their proportionate share of the gold stocks;

WHEREAS
Doc. 189 (over)
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WHEREAS 1t has been fully demonstrated by the far-sighted
policy of the United States during the past decade,
that 1t 1s 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 stabillze both prices in terms of a single
currency;

WHEREAS 1t should be relatively easier and less costly for
the United and Assoclated Natlons to ocstablish
a falr 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
blllion dollars, while that of silver is only a fifth
or a slxth of that amount;

WHEREAS one of the main purposes of this Conference should
evidently be, not to select gold or anything else as
a metalllc standard which would lead the world back
into the rigidity of an arbitrary yardstick for
natlonal and international valucs, 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 1ltself, can and should be used to great advantags,
each to fulflll 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 1In terms of all the member countriest! currencies,
In order to provide additlional 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
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meeting such increases in credit requirements of

member countrles;

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 tho
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 1t,
are the direct source of recurrent dislocation of

the monetary system of silver-using countries; and

WHEREAS it is technically possible to achlieve a minimum

price for gold and a maximum price for silver in

terms of all the currcncies of member countrice;

The Mexican Delegation presents for the conslderation of

this Conference the following tentative plan to link

silver with gold for internatlonal monetary purposes:

I.- That the Monetary Fund should buy and se¢ll from
and to mcmber countrics 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 ounccs 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 jolntly,

at the same ratc and in thc samc ratlio as above.
III.- That the Fund should have power:
a.- To alter permanently, by a four-fifths
ma jority vote, the proportions of gold
and silver set forth above in I and 1I,
only when a permanent and fundamental

change in the average yearly rate of

Doce 189 (over) production
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production and consumtion of both metals
has taken place; and
be- To eliminate silver entirely but temporarily

from 1ts 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 lncrease 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 ouncee

THE MEXICAN DELEGATION submits to this Conference the

following
RESOLUTION

A.- That the Fund shall determine the feaslbillty \
of linking silver with gold for international
monetary purposes, in accordance with the
formula pre-inserted or any other formula;

Be- That the Fund shall be authorized to carry
out whatever policy it deems approprlate 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 OF COMMISSION I
JULY 7, 1944

The Drafting Committee met on July 7, 1944 to consider
the matters referred to 1t by the Full Committee on July 5
and 6, 1944,

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

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

Article 1I, 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 shell be open
to other countries at such times and 1In accordancq
with such terms as may be prescribed by the Fund.

The Drafting Committee recommends the following language
for Article 1I, Section 4 - Adjustment of Quotas (page 3):

®The Fupd shall at intervals of five years review
and, if it deems 1t sppreprlate, adjust the quotas
of the members. It may also, if it thinks fit,
consider at any other time the sdjustment of any
particular quota at the request of the member con-
cerned, 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 I, Section 5§ -« Initial Payments (page 4):

"Each member shell pay in gold as a minimum either
() twenty-five percent of its quota, or (b) ten
percent of its officii} holdings of gold and gold
convertible exchange, whichever is smallern, on

. In the case of any mem-
ber occupiled by thc enemy whose holdings are not
sscertainable as of , the Fund
shall fix an appropriate alternstive date., The
data necessary to determine official holdings of
g0ld and gold convertible exchange shall be

furnished

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

Doc. #192
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furnished by the members as provided in this
Agreement, Each member shall pay the balance
of its quota in its own currencys"

The Drafting Committee recommends the following lan~
gusge for Article IX, Jeection 2 - Gold Purehsses Based on
Parity Prices (pege 38):

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

The Drafting Committee wishes to report that if any
revisions are lster included under Article IX, Section 1 -
Purpose and Scope of Additional Undertakings (p. 38 of
Document SA/1), which affect 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, Paragraph (a) - Forelgn
Ex?hange Dealings Based on Par Values (p. 39 of Document
SA/1)s

"Pfhe Fund shall prescribe the margin by which

the maximum end minimum rates for exchange trans-

actions in member currencies may differ from

parity. This margin, however shall not exceed
percent of the parity.ﬁ

This recommendation is made by the Drafting Commlittee
in order to mske clear that the purpose of the naragraph
is to prescribe the spread 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 dlscussions of the Drafting Committee,
however, developed & 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)e

"Each member undertakes, through eppropriate
measures authorized under this sgreement, not
to permit within its jurisdictlon an appreclia-
tion or depreciation of

the
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! /the exchange value of its own currenc¢y in terms of
+/ go0ld beyond the range prescribed under (a) above,
- In partlcular, a member whose monetary authorities

\ in fact Ireely buy and sell gold or gold convertible

exchange within the prescribed range, to settle inter-
natlonal transactions, shall be deemed to be fulfilling
this undertaking."

Some members of the Drafting Committee felt that it would be
necessary to obtaln 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 ona 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 1t can not make a recom=
mendatlon 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 i1t by the Committee on July 4, 1944, After consider-
ing the possibllity that the language im this clause might enable
a country to be a member of the Fund for a considerable time with=-
out furnishing 1ts quota, the Drafting Committee decided that the
language of the clause was not susceptible of such interpretation
and was, therefore, satisfactory, The delegate from.Czechoslovakia
wlshes the Drafting Committee to report that his agreement with the
worlling of this section is contingent upon 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 COMMISSION I

REPORT OF THE SUBCOMMITTEE

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

JULY 7. You4

. At the ‘fourth meeting of Committee 4 the Chailrman of
the subcommittee to consider article IX, sectlon 7 read the
document approved by his Comﬁittee.
Following the regular meeting of Committee 4 the Asterisk
Committee met to consider articles XI and XII.
Copies of the artlecles referred to above as approved by

thelr respective committees are enclosed.

Manuel B. Llosa
Chairman of Committee U4

Col, Charles Dyson
Secretary, Committee 4

7/7 /44
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RESTRICTED
COMMISSION I
STATUS OF COMMITTEE ASSIGNMENTS
AS OF 6:00 P.M., JULY 7, 194l
Committce 1 - Purposes, Policles, and Quotas of the Fund
Articl Referred to Refcrred to No Action
frdlc 8 . ) Drafting or Commission I or
a5 o ﬂanguigg Other Sub- Without Dccision
pESti0n SOCSRHOG Committee Declsion Dofcrred
Article 1 -~ Pur-
poses and Poli-
cies of the Fund
Sece 1 Jolint
Statement
Secs. 2 Drafting
Commlttee's
revision
Sece 3 Drafting
Committce's
revision
Scce U XX
SCC. 5 filtn Jr‘a-
Secs 6 Drafting
Committes's
revision
Additional
paragraph
(Hltn 1”‘1, I}. l-"l) ."’klt' .tf\
®
Alt. F, XX
Alt. G o, 83
Alt, H X
Artlcle II - Subserip-
tlon to the Fund
Sec. l-Countrics
Eligible for
NMembershlp XX
Sccs 2-Quotas XX
Secs 3-Time and
Place of Payment %X
Alty B (p. 2a) and
Alts B & C (p. La) XX
ALt (F. 2b) and
D (ps 4b) A
Doc. #202
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Committee 2 -~ Operations of the Fund

Article
and
Section

Language
Accepted

Referred to
Drafting or
Other Sub=-
Committee

Article III - Transae-
tions with the Fund

Sec, l=Agencies
Deallnz with
-the Fund

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

(2)
(3)
par. (4)

Alt, A
par,
par.
Alt. A

Final Sentence Alt., A
Secs 2(a)=-Conditions
Governing Pur-
chases for Capital
Transfers Alt, A
Sece 3-Declaring
Members Inelizible
to Use Resources
of the Fund Alt. A

Alt., E (pe.64d)

N4

Secs 4=Limitations
on Operations of
Fund Alt. A

Secs b=Operations
for Purpose of
Preventing Curren-
cles Becoming
Scarce

par.(l)

Alt, A &s
amended

par.(2)

AX

Referred to MNoaection
Commission I or
Without Decislon
Decision Deferred

XX

XX

.
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Referred to
Article Drafting or
and Language Other Sub-
Section Accepted Committee

(Article III)

Referred to Mo Action
Commission I or
Without Decision

Decision Defurrig

SEC. b6=Nultilateral par.(d) referred

International to drafting
Clearing Committee

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

Sec. B8=0ther Acqui-
sitions of Gold
by the Fund

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

Secs 10=-Charges and
Commissions

Sec. 1l2-Considera-
tion of Representa-
tions of the Fund XX

Article IV - Par Values
of Member Currencies

Secs 1l-Par Values of
the Currencies of
Members #1 5. A

Sec. 2
Sece 3
Secs 4

Sece 5-Uniform Changes
in Par Value

Secs 6=Protection of
the Assets of the Revised
Fund Alt, A

Secs 7-Separate cur=-
rencies within a
Member's Jurisdic-
tion Alt.s A

XK

XX

XX

XX
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Referred to Referred to No Action

Article Drafting or Commission I or
and Language Other Sub- Without Decision
Section Accepted Committee Decision Deferrecd

Article V = Capltal
Transactilons

Secs 1l=Use of Resources
of the Fund fcr Alt. A,as
Transfers of Capital amended

Sece 2=Limitatlions
on Controls of Alte A, as
Capital Movecments amended

Article VI - Apyortion-
ment of Scarce Curren=-
cies

Sec. l=General
Scarcity xX

Sece 2~3Scarcity of
the Fund's holding &

Article X - Transition-

al Arrangements

Secs l-Exchange re-
strictions and cur-
rency arrangements
and practices re-
tained XX

Secs 2~withdrawal of
exchange restric-
tlons XX

Seces 3-Pollicy of the
Fund during the
transition period XX

Secs 4 XX

Article XIII - Final
Provisions

Sece S5-Fixing ini-
tial par values XX



Committee 3 = Or:sanlzatlion

and i'anarsemrent of

the Fund

Referred

Keferrec to to Commis-
Article Drafting or sion I
and Language Othzr Sut- Without
Sectlion Accepted Committee Decision

No Action
or

Decision

Leferred

Article III -« Transac-
tions with the Fund

Sec. 1ll=Furnishing
Information

Article VII - lanagement
of the Fund

Sec. 1l-Toard of GCov=- Combination of
ernors Alt.A & Alt.B,
as amended

Sec. 2-Executive
Directors

Sec. 3-Voting

Sec. 4-The General
l'anager

Sece S~Fublication
of Reports Alt. A

Sec. 6=Lepositories
par. (a) Alt, A

par. (b)

Sec. 7-IForm and
Eoldings of
Currency Alt. A

Sec. 9=Location
of Office

Sec. 1l0«Distribu-
tion of ket in- alt., A,
come of the Fund amended

Sece ll-iiscellan=-
eous Powers
item (4)

item (5) Alt. A

XX

XX

XX

Alts: A &
B referred
to Conmis-
sion I

XX

XX

XX
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Referred fto Referred to
Article Drafting or Commission I
and Language  Other Sub- Without
Section Accepted Commlittee Declsion

Article VIII - With-
drawal from the Fund

Sec, 2=Suspecnsion of
Membership or Com=
pulsory 'Mithdrawal

Sec. 3-Settlement of
accounts with coun-
tries ceasing to
be members

Sec. lj-Ligquidation
of Fund

Committee L - Form and Status of the Fund

Article VII - Manage-
ment of the Fund

Sec. 8-Relationship
to other interna-
tional organiza-

tions Al beA

Sec. ll=Miscellan-
€0oUusS powers.
Introduction and -
1tems (1), (2), Alt,. A,
and (3). us amended

Article VIII - VWithdraw-
al from the Fund

Sec. l=-Right &f Mem-
bers to Withdraw Alt. A

Article IX - Obligations
ol Nember Countries

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

Sec. b6-Immunity Included in
from Suit new Sec. 5

Sece. T=Restrictions
on taxation of PFund,
i1ts employees and
obligations XX

XX

XX

sion




Article

\.D

Raferred to

Drafting or

and Lengunge Cther Sub~
Section ceaptod Committec

Article XI - Amend=

ments

Article XIT1 -
tation of the

It

Agreemern .

Ay
LRI G-

Scc. l-Interpretation

Other

Secs 3-Effect on
at Con=-

Intemational
mitments

Article XIII « Finsal

rrovisions

Sec. l<4Entry Into
Effect

Sec, 2-Effective
date of Agreement

Sec. 3-Calling the
Initiel Meeting
of the Fund

Sec. li-Agenda of

Initial Meeting

Article XIV - Execution
of the Agrecment

XX

Referrcd to
Commission
Without
Declsion

%

No Action
or
Decision
Deferred

XX

XX

XX

XX

XX

XX




COMMISSION

c1/3
(c1/2)
RESTRICTED

I

STATUS OF CO

MMITTEE ASSICGNMEN TS

AS OF 6:00

P.M., JULY 9, 194l

Committee 1 -~ Purposes,

Policies, and Quotas of the Fund

Article
and Language
Section Accegted

Article I -~ Pur-
poses and Poli-
oles of the Fund

Sec, 1 Joint
Statement

Sec, 24 Drafting
Committeels
revision

Sece 3 Drafting
Committeels
revision

Sec. !_I-

Secs 5 Alt, A

Sec, 6 Drafting
Committee's
revision

Additional

paragraph

(Alt. A, p. la) Alt, A

w
iy

Alt,

Alts, G, H

]

Alt., K

Article II - Subscrip-
tion to the Fund

Sec., l-Countries Drafting

Eligible for Comnitte
Membership revision

Sec, 2-Quotas

Sec, 3-Time and Alt., A

Place of Payment
Pe2

-

) and

a
C (p.La)

7/9/LL,
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Referred to Referred to No Action
Drafting or Commission I or
Other Sub- Without Decision
Committee Dacision Deferred
50K
XX
XX
XX
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XX
XX
XX




Article
and
Section

Language
Accept ed

—2-

Referred to
Drafting or
Other Sube=
Committee

Referred to
Commission I
Without
Decision

c1/3
(6I/2 ")
RESTRICTED

No Action
or
Declsion
Deferngg

1«
(Article II)

Sec. Li~Adjustment
of Quotas

ec. -5=Initial
Payments

Sec. 6=Payments
when Quotas
are Changed

Article IX ~ Obliga=-
tions of Member
Countries

Sec., l=Purpose
and scope of
additional
undertaking

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

Sec.3~Foreign Exe
change dealings
based on par
values

Se¢, lj=Exchange
controls on

Current Payments

Sec. 8

1/ /Ll
Doc. #2L0 (202)

Drafting
Committee!'!s
Revigsion as
amended

Drafting
Committee's
Revision

Alt.A

XX

XX

XX
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c1/3
(c1/2)
RESTRICTED

Committee 2 = Opeorations of the Fund

Article
and
Section

Ar%ticle II1 - Transac-

101s With the Fund

Sec. l-Agencies
Dealing with
the Fund

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

par. (2)
par. (3)
par. (1)
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, =Limitations
on Operations of
Fund

Sec. 5-Operations
or Purnose of
Praventling Curren-
claos Secoming
Scarce

par., (1)
par. (2)

7/9/LL
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Referred to
Drafting or
Other Sub:
Committee

Language
Accept ed

Referred to No

Commission I Action
Without or Decisio
Decision Deferre

AlEs &
as amended

Alt. A
Alt. A

Alt., A

Alt, A

Alt, A

Alt. A

Drafting Committee's
revision

Alt., A as
amended

XX




Article
and
Section

Language
Accepted

Referred to Referred to
Drafting or Commission I
Other Sub= Without
Committee Decision

c1/3
(c1/2)
RESTRICTED

No Action
or
Decision
Deferred

(Article III)
Sec, 6= Multilatersal
International
Clearing

Sec, T=Acquisition
by Members of
Currencies of
Other Members
for Gold Alt, A,

Sec, B=0ther Acqui~
sitions of Gold
by the Fund

Seces 9=Transferabil=-
ity and Guarantee
of Assets of the
Fund

Par, (a)
Par, (b)
(c)

Par.
Sec. 10=Charges and
Commissions

Alt., A
Alt, A

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

Article IV~ Par Values
of Member Currencies

Sec, 1=Par Values of
the Currencies of
Members

Alt, A
Sec, 2
S56Ce 3
Sec. |}

Sec, 5«Uniform Changes
in Par Value

Sec., 6-Protection of

the Assets of the Revised
Fund Alt. A
Sec. T~Separate cur-
rencies within a
Member's Jurisdic~
tion " Alt. A
/0 /LL
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Article
and
Section

Article V - Capital
Transact ons

Sece 1=Use of Resources

of the Fund for

Transfers of Capital

SCCe 2-Lim1tutions
on Controls of
Capital Movements

Article VI = apportion-
ment of Scarce Currcne
cles

Sece l=-General
Scarcity

Sec. E-Scarcity of
the Fund's hold ing

Sac, S-Administration
of Restrictions on
Scarce Currencies

Sec, 4=-Effect of
Other International
agreements on
Restrictions on
Scarce Currencics

Article X - Transition-
al arrangements

Sec, l-Exchange re-
Strictions and cur -
'ency arrangenients
and pructices re-
tained
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Second Report of Committes 4 of Commission I

Dr, vilhelm Keilhau, Reporter,

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

introduced for the other committees,

The Committee discussed the articles dealing with immunity
and taxation exemptions of the Fund, its Governors and staff. One
of the delegations suggested that the Governors and staff of the
Fund should enjoy "diplomatic status," but it was pointed out
that if the Governors and functionaries of the Fund were given
diplomatic status, they would, in reality, be placed in a better
position than persons belonging to any country's diplomatic service.
The fact is that the diplomats and the diplematic staffs are ree
spensible to their governments which have every power to act
against them if they commit any trespasses, whilst the Governors
and the staff of the Fund will be responsible to an international
body with no power of jurisdiction. The suggestion was withdrawn.

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

The work of the subcommitteesas well as that of the whole
Committee encountered one difficulty of a particularly theoretical
character, as it proved to be rather difficult to find legal ex-
pressions which meant quite the same thing in the legal systems
of the Anglo-Saxon powers as they mean in the legal systems of
most other countries, Accordingly, the discussions, and, in parti-
cular, those of the subcommittee on Article IX, Section 7, had to
concentrate on a number of legal points, but I daresay that we at
last 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 the
fifth meeting of the Committee, held on Saturday, the 8th of July,
and adopted. At the end of that meeting the Committee had dealt
with all provisos contained in the material which, until then,

had been made available, The Committee has even done more. The
fact is that most questions concerning formm and status of the Fund
will be identical with the same questions in relation to the Bank,
and I should think that the solutions found and elaborated by the
Committee for the Fund may be applied to the Bank with very slight
and unimportant alterations.,

! If I am not mistaken, I have to report only one disagrecment on
substance. It refers to Article VIII, Section 1. The Australian
delegation will bring before the Commission Alternative B (Document 32,
page 34), to the effect that "a member country may withdraw from the

Fund
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Fund by gilving 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 thelr proposal would act as a recommendation from the
Fund to other international bodies, and that it would be up
to these bodies to attach the right importance to such
recommendation., The Australian delegation {irmly 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 Committee 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 L6a). 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 umpire, unless
the parties otherwise agree, shall be appointed by the President
of the Permanent Court of International Justice,

Doc. #233I




&

CL/2/RP2
RESTRICTED
SECOND REPORT OF COMiITTEE 2 ON OPERATIONS OF THE FUND

TO COMMISSION I

July 9, 1944

Professor Robert M 0 8 8 ﬁ:

Revision of First Report

Upon request by Mr,Rasminsky (Canada), I want to revise
one of my statements on page 2 of my report of July 5, 10:30
8.me, to Commission I (Doc, #128)., I substitute the word
"willingness" for the word "consent." I diq not imply that
& specific consent in the legal sense of the word was required
from the capital importing country; I merely meant that capital
transfers in the case of Section 2a (page 6a) will practically
be impossible 1f the prospective capital Importing country
should be unwilling to accept these imports of capital, I was
thinking in terms of actuallity and not in terms of legality,

w 9k 4

In 1ts meetings Wednesday through Saturday, Committee 2
made considerable progress, covering Article III, sections 5
to 12, Article IV, Article V ami Articleg VI, Unfortunately,
1t ducked around a few hurdles; with, however, the firm inten-
tion to aome back and take them later,

ARTICLE III - TRANSACTIONS WITH THE FUND

(The references are always to Doc. SA/l, The numbers of
the sections are those appearing in Alternative A,)

Section 2. Conditions upon VWhich any Member may Purchase
Currencies of other Members, (3] (page 6a) - Carry-over provi-
sions.

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

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

Silver (page 6d)

The Commlttee has received an Altermative E to be inserted
as an additional section after Article III, section 2 (page 6d),
This alternative deals with the rights of silver hoarding
countries to obtain from the Fund additional foreign currency.
This suggestion obtained support from a number of countries.
There was also a strong statement in opposit ion, Further
discussion was deferred when it was suggested that some modifi-~
cation of the waiver provision might afford a satisfactory

compromise.

7/9/44
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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 (page 6b)

Please see Report No. 1, Document CI/2/RPL.

Section 4 - Limitation on the Operations of the Fund (page 73

As I already said in Report No., 1, Alternative A (page 7)
was approved, I want, however, to elaboratc somewhat on my
remarks, from an operative standpoint, A member country is ex~-
pected to call upon the resources of the Fund whcn 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
regched, 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 don'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 sitvation of the bal-
ance of payments will appear dircctly in thc 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 foreign 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 scarec (page 8)

On section 5, page 8, general agreement was reached on
Alternatlive 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., - Multilateral 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 b¥ Members of the
Currencies of Other Members
for Gold. (page 10)

The Committee endorses without objection section T,
At ernative A, page 10. 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 cqual advantage. Apparently this Article
gives to the Fund almost a privilege; the idea 1s 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 1ts holdings of national currencies and to acquire
gold instead. The only difficulty 1s that the phrase
"provided that it can do so with equal advantage" offers a
rather easy possibility of circumventilon,

Section 8, - Other Acquisitions of Gold
by the Mund. (page 11)

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

Section 9, - Transferability and Guarantee
of the Assets of the Fund.
(page 12)

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 Committee reported that it had not been possible
to agree on paragreph (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 meas-
ires 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 1l)

Transferred to Committee 3 of Commission I.

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

This sectlon 1is still being considered by the Asterisk
Committee of Committee 2.

7/9/LL
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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 17,

There was a long controversy on the very famillar 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 1t was
decided to defer drawing the discussion to a conclusion until
all delegates have had time to examine the proposal more care-
fully, In the course of the discussion strong views were ex-
pressed together with some reservations; but since the discus=-
slon has not been concluded, I thought 1t advisable to postpone
reporting reservations and recor@d views until final action 1s
taken by the Committee,

Section 5, Uniform Changes in Par Values (Pages 18, 18a, 18b)

Committee 2 has reached no agreement and has instructed mq
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 thc gold value of member
currencies, Some committee members wanted the decision to re-
quire the approval of each country having 10% 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 declded by a
majority of the countries, each country casting one vote.

As a matter of fact these different 1deas 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 underlylng issue, namely,
that the rules on voting determine the degree of flexibllity,

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 question is & very intricate one and the only
thing I can do 1s to offer, in a personal capacity, the
sugcestion that the question be dealt with by Committee 3
as a nart of the gensral problemw of votinges As & further
suscestion, ypur “eporter feels that there should be one
or two gencral rules c¢oncerning the voting and these rules
should be applied in all cases instead of laving to decide
for cach problem what kind of majority 1s required,

Section 6., Protection of the Asgets of the Fund,
(page 19Q)

This S2ction 6 was zenerally agrea. unon with 2 slight
change 1n the wording (see rinutzs of mseting, July 7th,

L5}
2:30), This Section states that the Pund may have olther
losses nor profits out of its holding foreign currunc es,
in case of change in the walue of the curr ancys. This prin-

cipls is usually referred Lo as « "eold clause"

Section 7. Separate Currenciss Within a lember's
Juriscdictione. (page 20,)

Alternative A, page 20, was 2ccepted, with the sug-
gestion to our legal frisnds to consider the word "however"
Sectlon 7 mecrely states that in case of various currencies
In the different territories of ocne ms rkdr, thls membher has
the option to decide whether the change rclates te the
retropolitan currency alone or to one “or more specified
subordinate currencies,

(Fw

With thls Section, we close Article IV,

ARTICIE V. CAPITAL TRHRANSACTIONS

m

Section 1. Use of Regources of the Fund for Transfer

of Capltale (page 21.)

After a very informative discussic theres was a general
agrecment on thls Section (ses !invtes (. mesting, July 7th,
2:30)s According to this Sectlun, 28 amsnded, a8 member may
not maks net use of the rosources of the Fund to mset e
large out-flow of capital. But the use of the Fund 1s per-
mitted for capitsl transactions of a reasonable amount re~
quired for the ordinary course of business, A point well
made by the Delegate from India and supnortcd by the Dele-
gate from the United Kingdom was that ths movement of capl-
tal goods 1s not rostricted 1in any way by this Articele,

Section 2, Limitation on Controls of Canital Movements.
(page 22,

Commlttes 2 agreced unon the following new draft: "Mom-
bers may exercise such controls as arec necessary to rc rgulate
International capltal movements, btut no member may axcreise

such
7/9/44 e
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such controls in a menner which will restrict payments for
current transactions or which will unduly delay the trans-

fer of fundS.eess”" 8nd so on, as per Alternative A,

This Article i1s certainly a very important one because
it recognizes the right of any member country to organize
or to maintain an exchange control for capital novements,
Furthermore, as per Section 1, page 21, the Fund 1s autho-
rized to request a member to set up such controls. Although
the general purpose of the Fund is to foster free exchanges,
i1t is rsmarkable that the experts have found it advisable
not only to make provisions allowing exchange control for
capital movements, but also recomiending it in some cases,
It will certainly be difficult to draw a line b=ztween con-
trolling movements of capital and controllling transactions
for trade purpocsess.

ARTICLE VI, APPORTICNIZNT OF SCARCE CURLEICTIS. (page 23h)

There was general agreement on Section 1, Section 2,
Section & and Section 4 of thls Articls. According to these
sactions, when a currency becomes scarce, the Fund shall
formally declare the scarcity of that currency and shall
henceforth anportion the sunply of that currency with due
recard to the relative needs of merbers, to the general
international economic situation and to any other pertinent
considerations. Those members whose currency has becoms
scarce may tempcrarily limit the freedom of exchange opera-
tionses Although this Article was approved, some reserva-
tlons were expressed concerning the way in which the scarce
currency or currencies will be apportioned. It scems clear
that Alternative A practically gives a blanket control to
the Fund., Specifically, the question was raised as to which
ma jority will be necessary to decide upon such matters,
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TEXT OF SECTIONS AS APPROVED BY COMMITTEE 2 OF COMMISSION I

Article III, Section 1, Alternative A amended (v, 5)

Each member country shall deal with the Fund only through its
Treasury, Central Bank, Stabilization Fund or other ‘gsimilar
fiscal agency and the Fund shall deal only with or through the
same agencles.

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

Conditions upon which any Member may purchase currencies of
other Members. A member shall be entitled to buy the currency
of another member from the Fund in exchange for 1ts own cur-
rency subject %o the following conditlions:

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

The member initiating the purchase represents that the cur-
rency requested 1s presently needed for making payments in
that currency which are consistent with the provigions of
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 ineliglble
to use the resources of the Fund. :

Article ITI, Seotion 2 (Final Sentence), Alternative A (p. 6a)

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

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 trensfers 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 ITI, Section 3, Alternative A (p. 6b)

Declaring Members Ineligible to Use the Regources of the Fund.
Whenever the Fund 1s 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 sultable
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time for reply. After presenting such a report to a member
the Fund may 1imit 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 unsatigfactory,
the Fund may continue to 1limit the member's use of the
Fund's resources or, after giving reasonable notice to the

member, declare it ineligible to use the resourcecs of the
Fund.,

Article IITI, 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 thec member initiating the transactions
or for gold.

Article IIT, Section 5 (Introductory clause), Alternative A (p. &)

Operations for the Purpose of Preventing Currencies from
Becoming Scarce.
The Fund may, if it deems such action appropriate to prevent

the currency of any member from becoming scarce, tske either
or both of the following steps:

Article III, Section 5(1), Alternative A As Amended (p. &)

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 1its currency from any other gource,.

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

Buy that currency from that member with gold,

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

Acquisition 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 1t
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 selling in any market
the new production of gold from mines located within terri-
tory subject to its jJurisdiction.
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Article III, Section 9, (a) Alternative 4 (p.l1l2)

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
azainst 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 Currencles of Memberse

The par value of the currency of each member shall be ex=-
preseed. in terms of gold, as & common denominator, or in
terms of a gold-convertible currency unit ol the welght

and fineness in effgct on July 1, 1944, All computations
relating to curreﬁggbs oI members for the purpose Of apply-
ing the provisions of thlis Agreement shall be on the basis
of their par values,.

Article IV, Section 6, Alternative A as Amended, (p«l1l9)

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 (1) the par value of a currency of a member
is reduced, or (i1i) the forelgn exchange value of the
currency of any member has depreciated within i1ts 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. Wwhenever 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 1lnapplicable.

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

Separate Currencies within a Member's jurisdiction.

A member propaosing a change in the par value of 1its

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 currengy
alone, or to onc or more specified subordinate currencics
alonc, or to thc metropolitan currency and one or more
specified subordinate currencles.
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Article V, Section 1, alternative A 45 Amended {pas 21)

Use of the Resources of the Fund for Transfers of Capital,

A member may not make net use of the resources of the Fund
to-meet a large or sustained outflow of capital, and the
Fund may request & member to exercise controls to prevent
such use of the resources of the Fund. If after receiving
such request, a member fails to exercise appropriate controls
the Fund muy declare such member ineligible to use the
resources of the Fund,

This Section is not intended to prevent the use of the
resources of the Fund for capital transactlons of reasonable
amount required for the eXpansion of exports or in the
ordinary course of trade, banking or other business.,

Capital movements which are met out of a member's own
resources of gold and foreign eichange are not affected

by tnis scetion, bu: members undcrtake that such capital
movements will be in accord with the purposes of the Fund,.

Article V, Section 2, Alternative A oo Amonded (p, 22)

Limitation on Controls of Capital ilovements,

Members may ecxorcise suon controls as arc necessary to
regulate international capltal movements DUt no member
may exerclise such coutrols ia & manner which will restrict
payments for current transections or which will unduly
delay the transfer of funds in settlement of commitments,
except as provided in VI, 2 and in X.

Article VI, Section 1, Substitute slternative A (pp. 23b and 23c)

#3ection 1, General Scarcity

If the Fund finds that a general scarcity of a particular
currency 1is developing, the Fund may so inform members and
may issue a report setting forth the causes of the scarcity
and containing recommendations designed to bring it to an end,
In the preparation of such report there shall participate a
represcentative of the member the currency of which is involved.

#Section 2. Scarcity of the fundfs Holdings

If it becomes evident to the Fund that the demand for a
member's currency seriously threutens the Fund's ability to
Supply that currency, the Ifund whether or not it has acted
under Section 1 above, shall formelly declare such currency
scarce and shall thenceforth apportion the exlsting and
accrulng supply of the scarce currency wlth due regard to the
relative needs of members and the general international
economlc situation 2ad any other pertinent considerations,
The Fund shcll also issue a report concerning its action. The
formal decluration shall operate as an authorization to a
member, after consultation between such member and the Fund,
temporarily to limit the frcedom of eschange operations in
the affected currency. Subjcct to the provisions of Article
IX, Sectlon 2 (J.S.), the member shall have complete jurisdic-
tion in determining the nature of such limitations, but they
shall be no more restrictive than 1s necessary to limit the
demand for the scarce currercy to the supply of it held by,
or accruing to, the member in question; and they shall be
reolaxed anc removed as rapidly as conditions permit. This
authorlization shall cease to be in effect whenever the Fund
formally declares the currency in question no longer scarce.
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#Section 3. Adminlstration of Restrictions on Scarce Cur-
rencles, o

Any member imposing restrictions in respect of the
currency of any other member pursuant to the provisions of
this Article shull zive sympathetic consideration to any
representations which may be mude by such other member
regarding the administration of such restrictions.

#Sectlion 4. Effect of Qther International Azreements 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.
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RESTRICTED

Report Submitted to Commission III by the Agenda Committee
Appointed to Recelve and Consider Proposals Submitted
Tor Conslderation In Commlssion IIll.

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

L

Bretton \. »ds, July 10, 1944

Mr. Chalrman:

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 IJI. During the week ten pro-
posals were recelved by the Agenda Committes.

After studying these proposals, it appeared to the
members of the Agenda Committee that the proposals related
to three general flelds of interest. One of the proposals
related to the use of silver for internatlional monetary
purposes. Several proposals related to the general sub-
ject of looted property end assets controlled by the enemy.
A number of other proposals related to economlc and finan-
cial policles and the publication and interchange of infor-
mation. Accordingly, it is the recommendation of the Agenda
Committee that there be established in Commission III three
"ac hoc" committess to consider these general flelds of
Interes$y and to make racommendations to the full Commls~
sicn for actlon to be taken at this Conference with respect
to thelr respective filelds.

Committee 1 would be charged with making recommenda-
tions concerning "The Use of Silver for International
Morstary Purposes;" Committse 2 would ke recommendations
coucerning action to be taken by thils .onference relating
to "Enemy Assets, Looted Property, and Related Matters;"
end Committee 3 would be charged with proposing recommenda-
tions to be made by this Commission relating to "Economic
and Financilal Pollcles, Exchan%e 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
bisfore the members of this Commlssion for such dlscussion
as might be desired in the light of the recommendatlons
of the Agenda Committee, Accordingly, I will read the
full text of the proposals, indicating in each case the
Committee to which the proposal, in the opinilon of the
Agenda Committee, should be assigned. It is suggested,
'r. Chairman, that after the reading of each proposal
the Delegation which submitted it be permltted to make
supperting 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 colns 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
establishment of a world-wide free market for gold, and
in the maintenance of a stable and fair price for that
metal;

WHEREAS it 1is just and fair that, in due correspondence,
the economically stronger countries should ¢ -~ee to extend
their cooperation to the economically weake: ones, in order
.that sllver may also have an ample market and a relatively
stable and fair international price;

WHEREAS, to comply fully with the propoded agreement,
the silver-using peoples would need proportieonately 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 largs as that of any gold-using nation;

WHEREAS 1t 1s 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 shars 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 1is not only possible but egually 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 1t 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 eround thirty billion doli:wrs, while
that of silver 1s 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 rigldity of an arbitrary yardstick for national
and international values, but rather to lay the founda-
tions of a welleintegrated world monetary system, wherein
certain important currencles generslly 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
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WHEREAS in the proposed agreement it 1is fcreseen
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 monstary
use by approximately half of the inhabitants of the world,
can and shoiuld be used as a collateral monetary metal for
mesting 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, 1n
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 1t is technically possible to achleve 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
1ink 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
Torms of member currencies and in a ratilo
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 In the same
ratlo as above,

III. That the Fund should have power:

a. To alter permanently, by a four-fifths
ma jority 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
production and consumption of both
metels has taken place; and

b T
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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 Iincrease in the price of silver,
over and above an agreed celling, 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 thls Conference
the following RESOLUTION:

A. That the FPund 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 1t deems appropriate as
regards the proper role and function of
sllver 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.

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

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

IT. That the blocked assets referrcd to above
be liquidated by an appropriate Unlted
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 loote 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 nationalilty.

They should be directed in particular against

Axis leaders end their collaborators in occupled
countries, war criminals and assoclates, who

might attempt, by retaining control of such funds,
to perpetuate their influence, power and abllity to
plan future aggrandizement and domination in the
post-war period.

The Agenda Committee recommends that this pfoposal
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 Norweglan
Delegation: . -

BE IT RESOLVED that the United Nailons Monetary and
Financial Conference recommends the liquidation of the
Bank for International Settlement at Basel, It 1s sug-
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 achleve-
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;

Thls Conference RESOLVES that Governments which are
to be 1nvited to accept an International Monetary Agree-
ment should be invlted to accept concurrently an inter-
national agreement 1n 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 mcasures
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 Financlal 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 indebtednecss 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 Exchesnge 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 Norweglan Delegation:

Member States whose note issue, according to
thelr monetary legislation, bears some relation
to the holdings of gold and/or gold convertible
exchange of their central bank or some other
Institution, are advised to allow their gold
contributlion 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 pre-
scribed legal coverage.

The
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The Agenda Commitiee recommends that this proposal
be referred to Committze¢ 3 on Recommendations on Economic
and Financial Policy, the Exchange of Information, ‘and
Other Means of .Financial ‘Cooperation. . :

8. Proposal concerning a political pr ecquisite for
admission of Germany and Japan to membership of the Fund
or Bank, submitted by the Norweglan Delegation:

BE IT RESOLVED that the United Nations Monetary and
Financlal Conference is of the opinion that neither Germany
nor Japan should be admitted to membership of the United
and Associated Nations Monetary Fund or Bank for Recdonstruc-
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 Committee 3 on Recommendatlions on Economic
and Financial Policy, the Exchange of Information, and
Other Means of Financial Cooperation. '
¢+« 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 thelr needs of foreign
exchange of a temporary nature not due to fundamental dis-
equilibrium in their international balancs of payment 83

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

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

WHEREAS  the sucéessful operation of these two insti-
tutions is dependent on the smooth development of economic
phertomena 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 adequate 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 Commereial
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 ausembled should pur-
sue policies to’promote the fuller employment of the
nations] resoqrqea both of ‘men and materials. ;

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 Financlal 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;

VHEREAS 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 glve to
the gold and other assets of the International 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 Financlal 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,

(Sisncd) Ludwik Grosfeld (Poland) (Signed) Hugo Garcia (Uruguay)
Ludwik Grosfeld, Chairman Hugo Garcia

(Signed) J. W. Beyen (Netherlands) (Signed) George Blowers (Ethiopia)
Je« W, Beyen George Blowers

(Signed) Fernando Mardones (Chile)
Fernando Mardones

To the Honorable Eduardo Suarez
Chairman of Commission III
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REPORT OF THE REPORTING DELEGATE

OF COMMITTEE 1 OF COMMISSION I

ON THE PURPOSES, POLICIES, AND
QUOTAS OF THE FUND

July 9, 1944

Mr. Chairman:

Since I had the honor to present to your Commission my first
report on July 5th, your Committee I on Purposes, Policles, and
Quotas of the Fund held three meetings, on July S5th at 4:00 pem.;
on July 6th at 10:00 a.m.; and on July 8th at 9:30 a.m,

I consider it advisable for the convenience of the members
of this Commission, to report on the progress of the Committee's
work by following the order of the Committee's assignments as stated
in Document No. 51, and by referring to the Articles and sections
of Document SA/1,

At the end of this report I shall submit to 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 made by the Committee of other matters submitted to 1it.

Article I, Alternative A

Section 1 (p. 1la)

The purpcose of section lof Alternatlive A was to substltute
for the words of Section 1 of Article I of the Joint Statement
"through a permanent institution which provides %", the words
"by providing permanent machlnery ",

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 that
the Fund would provide permanent machinery for consultations on
International monetary problems.

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, (page lc) pre-
sented by the Indlan 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 thres other alternativer o the same Section 2
of Article I presented by the Colomblan, French, and New Zealand
Delegations.

After considerable discussion on all issues involved in these
alternatives, both in the Drafting Committee and in Committee 1,
the full Committee accepted a proposal by the Drafting Committee to
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add to Section 2 of Article I of Alternative A, 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 countrieskwwt,
and to delete the words "and real income", The Committee was gulidad
in its decision by the general principle that the declaration of the
purposes and pollcies of the Fund must be in =« - 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 Committee thought that the direct purpose which the Fund dan
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 wlll be, an indirect result of the activities of the
Fund. :

The Committee reached this decision because it felt obligated
to limit 1ts considerations to the one particular plan of post-war
collaboration of the United and Associated Nations which 1s 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 considerecd the amendment of
Sectlion 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. 1la)

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. 1In order
to disperse such doubts, the Committes, at the proposal of the Draft-
ing Committee, decided to propose the substitution of these words by
the following: "thus providing them with opportunity sss",

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 1lb and lc
of Document SA/1.

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 of which 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 been discussed in Committee 2 of your Commission.,

Seetion § (p, la)

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

Section 6 (p, 1la)

The Committee has examined the report of the Drefting Committes
on Alternatives A and B of this section (pages la and 1b of Document
S8A/1) and has accepted the proposal of the Drafting Committee to add
at the beglinning of Section 6 of Alternative A the following words:
"In accordance with the above objectives ",

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 gulded 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 14 of
Document SA/1) which is similar to Alternative G (page le) which the
Commlttee had already discussed and which it has already reported to
your Commlission. During the discussion of this new alternative,
members of the Committee expressed their views about the advisability
of Including in the Agreecment 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 Committee agreed to refer Alternative H to your
Commlssion,

The only section, therefore, of Article I of the plan which
1s still in the Drafting Committee is Section 4, mentioned above,

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

Article IT, Alternative A, Section 1 (p. a)

Countries Eligible for Membership
Upon the advige of the Drafting Commlttee, the Committee has

decided to recommend the acceptance of Section 1 of Alternative A,
Article IT,

In
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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 Committce recommends that the first para-
graph of this sectlon should beginm with the words, "At the outset,"
and that the segond paragraph should begin with the word "Subsequentl

The precise wording of this geqtion, as of gil pther sections
adopted Ry the Committee, is given in an appendix attached to this
report.

Section 2 (p. a)
Quotas.

This sectlion 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 misinterpreta:
tion as some members suggested and 'that it was, therefore, satis-
factory. The Committee recommends, therefore, the adoption of this
section without amendment.

In thls connection, the Committee discussed Alternative B, (pagi
2a), 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 occupled 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 thelr quotas.

It was, therefore, proposed that the Fund should be free to
provide for such special arrangements if, in its own discretion, 1t
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 Committee I, who has been empowered to
appoint such ad hoc committees as may be necessary, has appointed an
ad hoc commlittee 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, Article II, 3ection 4 (p. 3)

Adjustment of Quotas

This section was referred to the Drafting Conmittee, which hsas
proposed the substitution of the word "shall" for the word "may";
the addition after the words "of five years" of the words "review and,
1f i1t deems it appropriate, propose an adjustment of"; and the de~
letion of the word "adjust'.

The full Committee accopted these proposais, The new wordlng
of this section, as proposed, is given at the end of this report.

Scetion 5 (pa. 4)
Initial Payments,

The Drafting Committee has recommended and the full Committee
has agreed to adopt Section 5 with & slight alteration in wording
designed to prevent any possible misconstruction. Consequently, 1t
is proposed that the beginning of Section 5 should read as follows:
"Each member shall pay in gold s a minimum elther (a) twenty-five
percent of its quota, or (b) ten percent of its officlal holdings
of gold and gold convertible exchange, whichever 1s the smaller,
on N

After the additlion of the words as a minimum, it becomes clear
that any member is entitled to pay a higher percentage of its quota
in gold i1f it so wishes.

Section 6 (p. 4)
Payments when quotas are changed.

Tho Committee has decided to recommcnd the adoption of para-
graphs (a) and (b) of this section without altcration,

The Committee has discusscd Alternatives 3 and C (page 4a)
which are proposed as additions to alternatin A, Section 6 (page 6),
As both alterations refer to liberated countrics, the Committee de«
cided to charge the ad hoc committee, mentioned above, with their
examlination,

In addition to Articles I and II which have beoen 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 referrcd the greater part of them to the Draft-
ing Committee.

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

Article IX - Obligations of Member Countrics.

Alternative A, Scction 1 - Purposes and Scope of Addltional
Undertakings. (p. 38)

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

"/9/44 Section 2 -
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Section 2 -~ Gold Purchases Based on Parity Prices (p. 38).

In discussing tkis section, thc Committee felt that the words
"from or to the mouetary suthorities of another member," might con-
vey the improssion that member countries were free to buy or sell
gold from or fo other sources at any price, It was agreed that
this was not the intention of the proposers of Alternative A, Sec~
tion 2, The Committee, therefore, decided to refer tnls section
to the Drafting Committee., After the Drafting Commitiee had pre-
sented its first report, it became evident that thls subject was
closely connected with subjects relating to the operatlon cf the
Fund, which have been assigned to Committee 2 of Commiszion [I.
The Committee thought, therefore, that 1t would be advisable to
send this section back to the Drafting Committee with lnstructions
to consult wlith Committece 2 and renort on the matter,

The semc declision hae besn taken for the same reasons with
regard to Altcrnative A, Scation 3 - Forecign Exchange Deallngs
Baged on Par Valucs, Paragraph (a), page 39, Thls paragraph (a)
1s, therefore, still in the Drafilang Commlttee,

Section 3, Paragraph (b), Alternative &4 (p. 39)

The Committee arreed in principie with this paragraph (b),
but decided to refer it to the Prafting Committee for reconsldera-
tion, Some infomation regarding the recommendction on this para-
graph which the Drafting Committee will unke, 1s given at the end
of this repart. 3

Section 3, Paragraph (c¢), alternative C (p. 39)

It has been suggested that the last line in thls paregraph,
reading: "not be enforceable in the territory of any member", be
subatituted by the following: '"be an offense in the territory of
any member.," This proposal has becen referrcd to the Drafting
Committee,

Section 4 ~ Fxchange Controls on Current Payments (p. 40)

During the discussions of this section, it has been recognized
that a distinction must be made betwcen exchange control and exe
change restrictions. However, as the discussl on developed some
uncertalnty as to tho character of restrictions which member coun-
tries obligate themselves to eliminate under thls section, the
Committee decided to request Commisslion I to clarify the mattier
and to postpone further consideration of it until Committee 2 had
also discussed the question.

The full text of provisions recormmendod by Committee I 1s
attached to this report as an appendilx,

K., VARVARESSOS

Reporting Delegate
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APPENDIX

I

TEXT OF PROVISIONS RECOMMENDED BY.COMMITTEE 1

(July 9, 1944)

Article I, Purposes and Policies of the Fund

The purposes of the International Vonetary Fund are:

1, To promote international monstary cooperation
through a permanent instltution which provides the
machinery for consultation on international monetary
problems.

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

3, To give confidence to member ccuntries by making
the Fund's resources available to them under adequate
safeguards, thus providing them with opnortunity to
correct maladjustments in thelr balance of payments
without resorting to measures destructivse of national
or International prosperity,

4, 8Still in the Drafting Committee.

5. To assist in the establishmont of 2 multilateral
system of payments in respsct of curront transactions
between members and in the climination of forelgn ex-
change restrictions which hamper the crowth of world
tradec.

6, In accordance with the above objectives, to
shorten the periods and lsssen the degree of disequill-
brium in the international balances of payments of mem-
ber countries,.

The Fund shall be

ruided in 211 its declsions by
the purposes set forth ab

g
OVO.,

a

Article II. Subscription to the Iund

7/9/44

Section le Countries Eligible for Membershlp

At the outset the members of the "und shall be those

of the countrics reproscnted at the Unlited Watlons Mon-
etary and Financial Conforencs whosz governments accept
membership in the Fund,

Subsquently membership in the Fund shall be open to
other countries at such times and in accordance with
such terms as may be prsscribed by the Fund.

Section 2, Quotas

Not yot taken up by the Commlttee.

Section 3.
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Section 3. Time and Place of FPayment

Each merber skall provide the Func at the appropriate
cepository with the full amount of its guota on or before the
cate fixed for exchange transactions in its currency to be;in.
Any nmerber whose quota is increased shall provide the full
amourt of the increase within thirty days of the date on
which the menber approves the increase in its quota.

Section 4. Adjustment of Quotas

The Fund shall at intervals of five years review and,
if 1t deems it appropriate, propose an adjustment of the
quotas of the members. It may 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 ma jority vote shall be requirzd for any change
in quotas and no cuota shall be changed without the con=-
sent of the member concerned.

Section 5. Initial Payments

Each member shall pay 1n :0ld as a minimum either
(a) twenty-five percent of its quota, or (b) ten percent
of 1ts official holdings of gold and gold convertible
exchange,l/ whichevcr 1is smaller, on .
In the case of any member occupled by the enemy ulose
holdin_ s are not ascertainable as of 3
the Fund shall fix an appropriate altecrnative date. The
data necessary to determine official holding s o golé and
30lé convertitlz exchange shall be furnished by the members
as mrovided in this Agreemcnt. Lach nember shall pay the
balance of 1ts quota in its own currency.

Section &, Paynents #hen Quotas are Changed.

(a) Each merxber vhose quota 1s increased shall pay
twenty-five percent of the increase in gold. Each member
shall pay the balance of any increase in its own currency.
If, however, on the date the membter approves an increase,
its holdings of gold and gold-convertible exchange are
less than 1ts new quota, the Fund may reduce the portion
of the increase to be paic in gold.

(b) Each member whose guota is reduced shall receive
from the Fund within thirty days of the reduction an amount
in its own currency or ¢old equal to the reduction. In
making this paywent, the Fund 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 member.

Article

1/ The phrase "golo anc gold convertible exchange" is
subject to definition and to such change in terninolo.y
as may be agreed upon.

7/9/44
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Article IX. Obligations of Member Countries

Sectlion l, Purpose and Scope of sdditional Undertakis, s

Consideration deferred.

Section 2. Gold Purchases Based on Parity Prices

In Drafting Committees

Section 3. Forelgn 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 1ts jurisdiction an appreciation or depreciation
of the exchange value of i1ts 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
withih the prescribed range, to settle international
transactions, shall be deemed to be fulfilling this
undertakihges. #*¥

# This language will be recommended by the
Lrafting Committee to Committee 1 at its
next meeting, but has not been passed upon
by the full Committee.

(c) The Drafting Committee will report te the full
Committee at its next meeting that thls paragraph contdins
matters of legal suhstance and is, therefore, not within
the competence of a drafting committee.

Sectlion 4. Exchange Controls on Current Payments

Referred to Commission I,

&L

DISPOSITION BY COMMITTEE 1 OF ALDITIONAL PROVISIONS
SUBMITTED FOR INCLUSION IN THZ ARTICLES ASSIGNED B0 IT

ARTICLE I

Purposes of the Fund

Alternative P

Correlation of international exchange pollicy and inter-
national investment policy.

Consideration deferred.

7/9/44
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Alternativesg and H

Liguidation of wartime iundebtedness,
Referred to Commission I,

Alternatives L and J

Alternative wording of Section 2 of .rticle I rejected
by Drafting Commlttee in favor of recommended text given aboves

Alternative K

Faczllitation of multilateral clearing,

Not reached by Committes prior to adjournment on
July 8, 1944,

ARPICLE II
Subscription to the Puud

Alternative B - Page 2a

Special arrangements for time and place of payment of
quotas by occupied countries.

Relerred to ad hoc oommnittee of Coumission I.

Alternative B and C -~ Page 4a

Initial subscription payacle in zold by countries
suffering damage by encmy occupation,

Referred to ad hoc committee of Commission I.

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

Inclusion of silver in quota subscr.ptions.
Hot reached by the Committee prior to adjournment
JU.ly 8.;

ARTICLE IX
Obligation of Member Countries

Section 8, Alternative A

Cooperation of members in enforcing permissible exchange
restrictions,
Not reached by the Committee at the time of adjournment,

Jhls’ Be
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Submitted to Cormission I,

Report of Committee 3 on Orgenlzation end Management

of the Pund.

Committee 3 held altogether six regular meetings.
The workling assignment of the Committes was somewhatb
changed and this report takes into account these changes.
The Committee established several sube-cominittees., One
ad hoc Committee of Commission I discussed on July €th
problems connected with the election of the Executive

Directors.

The following scheme may introduce this report by
presenting the skelston 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:

Jurisdicticon: All powers except those

assigned by the Constitution to other
agencies or expressly delegated to the
Executive Directors.

Members and Alternates: Appointed by
the government of each memover country;
serve subjoct to the pleasure of their
respective governments,

Meetings: At least annually and 1n
gdditicn 1if provided for by the Board or
convened by -the Executive Directors.
They should also be convened whenever
requested by members having one quarter
of the aggregate votes or by five member
countries,

Voting: If not otherwise provided for

y a majority of the agaregate votes cast,
Specific forms of voting (by telephene,
cable, etc.,) may be arranged if provided
for by the regulations of the Board,

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

Chairman of the Board of Governors:

7/9/44
Doc. 339

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,.




Executive Directors:

cI/3/RP2
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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 in accordance 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,
mejority of the aggrcgate votes cast.
Each Executive Direcctor casts the number
of votes which actuclly covnted towards
his appointment or clection.

Quorum: Majority of the Directors rcpre=
senting not less than one-half of the
voting power of all Directors.

Managing Director (Automatically Chairman of the Executive

Directors):

Special Committees:

Staff:

n/9/44
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Jurisdiction: Chief of the operating
staff. Conducts business under the
direction of the Exccutive Directors.
Responsible for intcrnal organization.
Has no vote except a deciding vote in
case of an equal division.

Selection: Selected by the Exccutive
Directors. Shall not be Governor or
Executive Director. Serves according

to contract; however, shall cease to
hold office when the Executive Directors
so decide.

May be established by the Board of Gowvernors

or by the Executive Directors. Members
need not be limited to Governors or
Executive Directors.

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.,

P——




-3-
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 jolntly cdnsidersd.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..." 1s 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 1s 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, Commlttee 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, accord-
ing to a specific procedure to be discussed. Such a specific
procedure 1s included in Sehedule B of Document 152 (pages 26b
and 26c 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, 179 (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
action 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
countrlies 1ls 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

/9/44
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3« Alternate Directors.

The "Final Alternative" provides that every Executive Di-
rector may appoint an Alternate, An Alternative wae 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
Executlive Directors should be elected as well, or whether they
&h ould be appointed by the respective Executive Director, the
Committee submits this item to Commission I for decision.

8. 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 elgctive 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 Altermative 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 speecific
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, 24 of the
Joint Statement) and (b) to the decisions of the Fund in exer-
clsine its discretion in determining whether and on what terms
1t shall wal ve 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 1f adopted for the Final Draft,

However,
7/9/44
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However, as to the merit of this paragraph three oplnlons
were advanced: one approving it, as contained in Alternative
A; the other modifying 1t 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, 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 whidch a quorum of the Board
of Govemors 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 seleetion 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 deslgnated as depositories but five or
more members, Thus four Alternatives go to Commission I, for
decision., It should be noted that the rirst two sentences Of
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
(pse 20 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 thet dceisions pertalning 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 Executive Direetors.
(On page 32a the first line "Alternative B continued" should
read "Alternative A continued"). "

Mlscellaneous 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 Sectlon 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 agencles of ths Fund,

Items 1 to & were assigned to Committee 4 of Commission I
for considcration,

Settlement of iccounts with Governments Cessing to be Members -
Join%s Statement - VIII, 2 and 3 (pages 36, o6a, 56b
and 36c of the Draft).

Alternatives A and B were presented as Section 3 of Ar-
ticle VIII of the Draft to the Committae, They are contained
in Documents 124 and 1380, The Committee referred this matter
to a Subcommittee, The Subcommittee did not reach an agreement
concerning Alternatives 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,

Liquidatlion of the Furd -~ Joint Statement - No Provision (pages 37
37a, 370 and 37c¢ of the Draft)

Alternatives A and C as contained in Documents £11 and 220
were presented to the Committee, The same Subecommitiee, whizh
1s in charge of the Article on Settlement of Accounts With Cov-
ernments Ceasing to be Members will report on this matter to the
Committee, This repart is not yet available.

Furnishing Information ~ Joint Statement - No Provision (pages
l4c and 144 of the Draft)

Section 11 of Artiele III was considered by the Committee
according to Alternative C (Document 182) and Alternative D
(Document 203, page 146 of the Draft), The report of the Spe~
cial Commlttee on Furnishing Information of the Pre-~Conference
Agenda Committee, June 28, 1944 (Document 129) was duly dils-
tributed. No agreement was reached on this point because the
member country introdurcing Alternative D sharply opposed the
extent of the minimum information as snumerated under items 1
to 12 in Alternative C, Committec 3 is hereby referring this
1tem for decision to Commission 1,

s

toit

The prevailing part of the assignment was disposed of by
Committee 3, The Ad Hoc Committee of Commission I on the Elec-
tlon of the Executive Committee will proceed in its discussiont
| ERVIN HEXNER,

"/9/44 Reporting Delegate
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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 1ts
consideration of the matter of liquidation. 1In its
meeting 1t declded to recommend to the Committee the
approval of Article VIII, Section 4(a) of Alternative A,
Document 211, The sub-committee wishes to recommend that
paragreph (b) be amended to read: "If a decislon to
liquidate the Fund is carrled, (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 (i1) all the obliga-
tions of members under this agreement other than those
specified in the following paragraphs of this Ssction
B s sidan o was ... shall cease to have effect." The
sub-committee was of the opinion that this clause might
be inserted either at this place or im some other Section
of the document relating to the obligations of the members,
at the discretion of the final drafting committee. With
this emendment 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-committee
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 o’ treatment is given in
Alternative D, The sub-committee recommended 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 Alterratives. It was the
opinion of some of the membérs that the Alternatives must
be discussed as a whole since the principles involved are
similar to the principles of ligquidation and accordingly
the sub-committee was unsble to embody 1ts dellberations
in an approved draft for the consideration of Committee 3,
Certain smendments to Alternative A were offered to perfeab

this draft without prejudice to consideration of Alternative B.

It was suggested that Article VIII, Section 3(a) be amended

with

7/9/44
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with the insertion after the first sentence of the follow=-
ing: "PFailing such agreement settlement shall be made

in accordance with the provisions of (c}, (d) and (e)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

II. J« Bitterman, Secretary

7/9/44
Doce. #243
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REPORT OF AD HOC COMMITTEE OF COMMISSION I
ON VOTING ARRANGEMENTS AND EXECUTIVE DIRECTORS,

The Committee met in room B at ! p.m., July 8
and at 9 peme, . 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 Sawiet
Soclalist 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 3, Commission I) to Consider all Pro-
posals Relative to the Executive Directors." No
agreement belng reached, the Committee was adjourned
pending the availability of further information re-

garding quotas,

T/10/L
Doc. #24,9
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UNITED KINGDOM DELEGATION MEMORANDUM TO COMMISSION I

The following proposed comprehenslve text on the capacl-

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 appearing on separate
pages. It 1s designed to repvlace the following documents:
Doc, 32 p. 33 Items 1, 2, 3 Doc. 120 p. 41; Doc. 32

p. 43; Doc. 194 p. U43(e) and to fill up the gap left by
the note on Doc. 120 p, 41 which simply refers to other
matters to be specified later.

) To facilitate acccptance ly expressing the princi-
ples as shortly and simply as possible and to avold tech-
nical words having different meanings in different legls-
lations. As stated in paragraph 11 it is understood that
cach member of Fund will translate these principles into
gsultable form to gilve effect to them under its own law,.

(¢) To take account of the experience of the past in con-
nexion with the League of Nations and the I.L.0O. =nd the
recent agrecments relating to UNRRA and the F.,A.0. The
different functions with which various public international
organisations are entrusted render completc uniformity 1n
this matter impracticable and i1t is undesirable to crecate
precedents by conferring on any given international organil-
gation privileges or immunities which it does not really
require for the proper fulfilment of its functions., Never-
theless, subject to these limitations as much uniformity

is desirable as 1s practicable.

In order to fulfil the functions with which it 1s 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 immoveble and

movable property:

(¢) the power to institute legal proceedings.

/2. The

* Tt i1s understood that points (4) and (5) of Doc. 32 p. 33 will

be included in Article VII (Management).

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

34+ Property and assets of the Fund shall be immune from any
form of attachment or seizure as the result of any Jjuridical
process,

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

5. The archives of the Fund shall be inviolablei

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 walves 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
facllitles 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-
clals and Employees of the Fund as is granted to representatives
and officlals 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
pald by the Fund to Executive Directors, Officials or
Employeeg of the Fund who are not local nationals.

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

(1) which discriminates agaihst such obligation or
security solely because of 1ts origin; or

(11) which is applied solely on the basis of the
place or currency in which it is 1ssued, made pay-
able or paid or solely on the basis of the location

of




o

e

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

11, It is understood that the above provisions of thig section
are expressed as principles and it is for each member to take
such action as 1s necegsary in its own territory for the pur-
pose of expressing and mzking effective these principleeg in the
terms of its own law. Each member shall inform the Fund of the
detalled action which 1t has taken to grant the capacities,
exemptlons and immunities provided for in this section.
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LTT_fT SUBNITTZD TO COMMISSTON ITIT BY

RLIRESENTATIVES TO UNITED NATTIONS

MONGTARY AND FINANCTIAL CONFERENCE

o
IIT by the Peruvian Delegation

“ Y 8 4 L.

Alternative A tc the motion [

Page 7 - Doc. #235))

RESOLVED, that to fmplement the aims and

objectg of the International lonetary

fund and the Bank for Reconstruction

and Development a Conference of the

United and A:sociated Nations be convened
in order to consider the necessary measures
to insure higher standards of living and
full employment through greater freedom

and expansion of trade and the orderly

marketing of staple commodities,
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MEXICAN DEIEGATION

COMMISSION II

o — — — —

BANK FOR RECONSTKUCTION AND DEVELOPMENT

PROPOSED AMENDMENT TO DRAFT

ARTICIE I

PURPOSES OF TLE BANK

The purposes of the Bank shall be the following:

l. - To encourage permanently the economic development of
member countries.

2, - To assist, during the first post-war years, in the
reconstruction of menmber countries and in the transi-
tion from a war-time to a peace-time economy.

3. = To coordinate 1ts financial operations with those of
other international and national financial agencies.

4. - To cooperate with all the agencles which the United
and Associated Nations have created or may crecate.

To achleve these purposes, the Bank shall facllitate
the provision of long-term capital for productive purposes,
either by guaranteeing and participating in loans made by
private ilnvestors, or when private capital is not available

on reasonable terms, by furnishing capital out of its own

e sources.

Doe. 2920
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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 None
Member Countries.

The following material is suggested as a new section to

be added to Article IX, Obligations of Member Countries:

Each Member 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,

(¢) 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,

Doc. 311
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Third Report of Comnittee 3 to Commission T.

I,

Committee 3 submitted to Commission I for decision
one item about Voting in the Board of Governors (Document
239, page 5, fiTst paragraph). The d.fference of opinion
in Committee 3 related to the second paragraph of Alterna=
tive A of Section 3 of Art. VIL of the Draft (pages 26 of
the Draft). This paragraph contains a specific provision
on votes required under Article TII, 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 resources on the ground thaat it is using them in a
manner contrary to the purposes and policies of the Fund
(III, 24 of the Joint Statement) and (b) to the decislions
of the Fund in exercising its discretion in determining
whether and on what terms it shall waive tne conditions
mentioned under 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
Finel Draft.

However, as to the merit of this paragraph three
opinions were advanced: one spproving it, as contained in
Alternative A3 the other modifying it by replacing the unit
of two hundred thousand United States dollars by two
million United States dollars and the thilrd outrightly
opposing this deviation from the normal voting procedurc,
Commission I did not take action on thls item. That 1is
why these three Alternatives are hereby submitted again to
Commission I for decislion. 7

IT,

Committee 3 did 'not consider 3ection 9 of Art,.VII
Location of Office., Action will be taken probably by
Commission I directlye

I1T. °

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 from membership and the fair procedure thercfor.
It was the consensus of the Cocmuittee that these¢ sanctions
should be applied only when the country's action directly
affects the operation of the Fund.

Iv.
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v,

Committee 3 consldered jointly Sections 3 and 4
of Art, VITI. (Settlement of Accounts with Countries
Ceasing to be Members, and Liguldation of the Fund, pages 36,
36a, 36b, 36bb, 36¢c, 36d, 36e, 36f, 37, 37a, 37b, u7c of
the Draft). COmmittee 3 based 1ts discussion and 1ts recom=-
mendations to Commlission I or a Report submitted by a Sub-
committee which worked under the chairmanship of Mr. Camille
Gutt, and is included inDocun nt 243, The result of the
deliberations of Committee 3 is the following:

Liquidation of the Fund (Art., VIII, Scc. 4.)

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, (1) the

Fund shall forthwith cease to engage in any activitles

except those incident to an orderly liquidation of 1ts

agsets and the settlement of its liabilities, and (11) all
the obligations of members under this agreement other than
those specified in the following paragraphs of this Section
aad Ban Beh e e shall cease to have efff’ct. (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 oplnion
that this clause might be inserted elther at thls place or

in some other 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
Al ternatives,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 gquestion sub=
mitted to Commission i 18 whether the principies concerning
the distribution of assets should be includcd inbto the Con-
stitution of the Fund, or whether they should be determined
by the Board of Govemors in the case that this agency
choosesd to liqulidate the Fund.

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

anstitution
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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
Chairmen of the Subcommittee, the creditor countries ;
{beginning with the largest creditor) will be pald 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
heve 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 Subcommittee, in the process of a
liquidation according to Alternative A, the largest creditor
or creditors may absorb the whole of the gold and/or strong
currencles, 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 Alternative 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
Tive years) to Commission I for decision. This paragraph
Includes the provision that members who are under obligation
to redeem thefir currency under this paragraph, unconditlon=-
ally guarantee at all times the unrestricted use of such
currency for the purchase of goods or for the 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:
"Pailing such agresment settlement shall be made in accord=
ance with the provisions of (c¢), (d) and (e)«" However,
no agreement was reached which of the three Alternatlves
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).
Tt was assumed that after decision is taken by Commlssion I
on the provision contained in VIII, 2d of the Draft

(Liquidation
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(Liquidation of the Fund) it will be feasible for the
Drafting Commlttee to combine the three Alternatives. It
has been suggested that the Drafting Committee clarify
paragraph (f) as far as the exchange rate ©f currencies
which have to be acquired is concerned, because the currency
of the country which has left the Fund may deteriorate,

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 lMembers" would
transcend the scope of its Drafting Committce, an Ad Hoe
Commlttee could be charged with that task,

-
-
an

Commlttee 3 considers to have completed the work
on its assignment,

Frvin Hexner

Reporting Del egate,

Doc. #318
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REPORT OF DRAFTING COMMITTEE OF COMNKISSION II — ANNEX I

Outline of Articles and Sections
of Fund Agreement

(References are to paggs of SA/1)

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 Subseriptions (II, remainder)
1, Quotas (p. 2)
2. Adjustment of quotas (p. 2)

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

L, 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.  Forelgn exchange dealings based on par values (p. 39)
4, Obligations regar ing exchange stability (p. 17a)

5, Changes in par values (p. 1l7a)

6. Action by the Fund on proposed changes (p. 17aa)

7. Effect of unauthorised changes (p. 17aa)
%8, Uniform changes in par values (p. 18)

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

10, ?eparage currencies within a member's territories
Ps 20

¥ Text not yet avallable,
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V. -Transactions with the Fund (III, in part)

%8.

Agencies dealing with the Fund (p. 5)
Limitation on the Fund's operations (p. 7)
Conditions governing use of the Fund's resources (p. 6a)
Waiver of conditions (p. 6a)

Ineligibillty to use the Fund's resources (p. 6b)
Purchases of currencies from the Fund with gold (p. 10)
Other acquisitions of gold by the Fund (p. 11)

Charges and commissions (p. 13)

VI. Capltal Transfers (V; III)

1,
=

3.

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

Special provisions for capital transfers (p. 6a)

Control of capital transfers (p. 22)

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

1.

2o

General scarcity of currency (p. 23b)

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

Scarcity of the Fund's holdings (p. 23b)
Administration of restrictions (p. 23c)

Effect of other international agreements or restric-
tions (p. "3c)

General Obligations of Members (IX, in part; III, in part;

VII, in part

1.
%2,
%3,
w*ly,
5,

6.

Introduction (p. 38)

Exchange controls on current payments (p. LO)
Multilateral clearing (p. 9)

Acceptance of currency purchased from the Fund (p. 12)
Furnishing of information (p. 1lle)

Consultation between members regarding existing inter-
national agreements (p. L&)

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

111,

1.

Ce

in part)
Purposes of Article (New)

Statusg of the Fund (p. 33)

# Text not yet avallable,
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3. Immunity from judicial process (p. U1)

4, Immunity from other action (p. 41)

5+ Freedom of asgsets from restrictions (p. 12)

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

(s %mmu?ity of officers and employeecs from restrictions
New

8, Privilege for communications (New)

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

10, Immunities from taration (p. U43a)
11. Application of Artiecle (p. 43a)
X, Relatlion with Other International Organizations (VII-&, p. 30)
XI. Organization and Management (VII, in part)
1, Structure of the Fund (New)
2. Board of Governors (p. 2u)
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)
&, Communication of views to members (p. 15)
XII, Offices and Depositories (VII, in part; ITI, in part)
*1l, Location of offices (p. 31).
2, Deposltories of the Fund (p. 29)
5« Guarantee of the Fund's deposits (p. 12)
¥XIII. Transitional Period (X)
XIV, Withdrawal from Membership (VIII, in part)
l. Right of members to withdraw (p. 34)
2. Compulsory withdrawal (p. 35)
5. Bettlement of accounts after withdrawal (p. 36)
*XV. Liquidation of the Fund (VIII,-4, p. 37)
XVI. Amendments (XI, p. U5)

# Text not yet available,
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XVII, Interpretation (XII-1l, p. 46)

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

XIX. Final Provisions (XIII)

1
e
Je
*l,

Signature (p., 51)
Entry into force (p. 5la)
Inauguration of the Fund (p. 5la)

Initial determination of par values (p. 51b)

# Text not yet available.
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REPORT OF AD HOC COMMITTEE OF COMMI3SION I
ON ARTICLE IX, Section 4
(EXCHANGE CONTROLS ON CURRENT PAYMENTS)

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

The Committee consldered the proposed language for provi-
slons which bring together under one Article of the Agreement
the obligations which member countries assume with regard to the
convertibllity of thelr currencies as memkers of the Fund. The
material which is now proposed to include as Article IX, Sec~
tions 4, 5 and 6 1s presented in Document SA/1 as Article ITI,
Section 6 (p. 9) and Article IX, Section 4 (p. 40).

The Committee consldered Alternative D on Article IX, Sec-
tion 4 which appears on page 40b of Document SA/1 and after full
discussion 1t takes the view that the objectives which Alter-
native D 1s 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 commlits a member country to pursue any glven commercial
policy and 1s confined strictly to the question of exchange re-
strictions on transactions on current account and to discrimi-
natory and multiple currcncy practices. No specific reserva-
tlons were made by any of the declegations present on the language
of the proposed provisions.

A question was raised as to whether the obligations of a
member under the proposed Article IX, Scction 4 co buy balances
of 1ts currency hcld by another member with the currency of that
member or with gold would cense when the member was no longer
entitled to buy foreign exchange frcm the Fund under any of the
provislons of the Agreement or only when it had exhausted 1its
quota., The view of the Committee was that the language clearly
intends that the obligation should cease when the member is no
longer able to draw on the Fund urder any of 1te provisions.

One of the delegates felt that some clarification of the language
would be desirable to make this perfectly clear.

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

IX.4. Zach member shall buy balances of 1ts currency held
by another member wlth currency of that member or, at the op-
lon of the member 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
currentlpagments 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 currency which have accumulated as a re-
sult of transactions effocted before the removal by
a member of restrictions onm multilateral clearing

maintained or imposed under X.l. below; or

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

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

nor shall 1t apply to 2 member which has ceased to be entitled
to buy currencies of other members from the Fuid In exchange
for 1ts own currency.

IX.5, Subject - to the provisions of Article VI and Article
X, no member shall impose restrictlons on the meking of payments
and transfers for current iInternational transactions without

the approval of the Fund.

IX.6. No member shall engage in any discriminatery currency
arrangements or multiple currency practices except as authorized
under this Agreement, 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 with the Fund

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

rangements are covered by Article X.
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REPORT OF SUBCOMMLTTEE 1la
COMMITTEE 1 OF COMMISSION II

Membership: Unlted States
United Kilngdom
Norway
Australla
Indla

Chairman: Mr. Beyen (Netherlands)

Reporting
Delegate: Mr, Oreamuno (Costa Rica)

Secretary: - Mr, Young
Assignment: Pages 3 and 45

Subject: Membership in Fund and Bank

The first meetling of the above committee was held on
July 12, 1944, at 9:30 a.,m. The Chairnan, lr. Beyen, was
-unable to attend and asked Ir. Goldenweiser (United States)
to act as Chairman.

Present were: Mr. Melville (Australla), Mr. Tanse
(Australia), Sir Jeremy Ralsman (India), 3ir Theodore
Gregory (India), Mr. Skaug (Norway), Mr, Snelling (UK),
lir. Goldenweiser (U.S.), and Dr. Ecaner (Czechoglovakia),

The Committee considered Article II, Section 1,
page 3, which requires members of the Bank to be also
members of the Fund. The desirabilifty of this was ques-
tioned and it was suggestoed that members of the Bank be
required to assume only ccrtain cbligations under the
Fund rather than full membership. Difficulties of such an
arrangement were mentioned and it was sald that if joint
memborship were not required, cortain additions by way of
obligations to be assumed by members of the Bank should
be made in the Bank Agreement.

The reason for joint mombership was said to bo that
stable conditions of exchange were essentisal to operations
of the Bank, Inasmuch as most members of the Bank would
probably be borrowers, these members should be roguired to
join the Fund and be under obligation to pursue financlal
policies which would promote sccurity for thelr obligatlions
held by the Bank.

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

A principal objection to roquiring joint mombership
was sald to be that a country might get in a position where
1t would bec compelled to belong to various international
organizatlions., Linking membership in the two filrancilal
institutions, it was said, would msan that the actual
power to withdraw from such institutlons might become

meaningless,
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meaningless, and that a country wovld find itsclf, per=
haps against 1its will, involved in a wholo gamut of
international ozﬁanizations. Opposed to this view was
the opinion that it was unlikely that membershilp in
these two institutions would be 1linkcd In a compulsory
way to other organizations slnce the relatlonship of
these two was of a pecullar nature.

After conslderable discussion, these two viewpoints
were not reconciled and whilec the conscnsus was that
members of the Bank should bu required to be members of
the Fund, the dissenting viow should be recorded,

The discussion then turned to the question of the
status of members of tho Bank when they ceased to be
membors of the Fund, Article VI, Section 4 (p. 45). The
view was expressed that if a country had withdrawn from
the Fund becausc it was not able to carry out the agreo--
ment, it should also leave the Bank, It was polnted out,
however, that a country might sever 1ts rclations with
the Fund and still be a desirable member of th) Bank.

It was gencrally agreed that if a country ceased to
be a member of the Fund, it should ccase to be a member
of the Bank, unless the Bank voted that 1ts memborship
in the Bank bc continued. In view of agrecment on the
above, the princlpal question dliscussed was whether ap-
proval by the Bank of thec member'!'s retontion should be
by vote according to countrics or according to quotas,
and, if according to countrics, whethor this should bo
by a majority or by a three-fourths vote as proposed
in Altcrnative B,

The conscnsus was that Alternative B 1s satlsfactory
in principle. However, as to thc naturc of the voting
necossary to rectaln membership of a country that ceases
to be a member of the Fund, the gencral vliew was that such
vote should be by a simple majority on thc basis of voting
according to quotas. Somc mcmbers of the.subcormmittec, how-
ever, wished to consider the matter further, especlally in
lts rolatlon to'other sectlions of the Agrcement,.

The meeting adjourncd.

8 AL AR AF L AR AP 48 N
R DR

Actlions at mcetinz July 12, 1944, 9:30 a.m,

Article II, Section 1, Alternativec A, p. 3 Accepted
Article VI, Scction 4, Alternative A, p. 45 Acceptced
Article VI, Section 4, Altornative B, pr. 45 Accepted with

a rovision of
voting arrangc-
ment
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Report of Committee 2 to Commissicn I
Concerning the Meotings of July lith amd July 12th.
(Professor Robert Moase)

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

Sectioq 2 - Cond ifj_ngmggﬁrp_jinb_ggy Merber may
Purchase currcncies of Otner Memders (Pe 6a)e

The Committec accepted the recommendation of the
ad hoc subccrmittee that Section 2 (3) of Alterrativo A
1o, 6a) be approved, Tho Committee also sgroed to accept
the recommendation of the ad hee comuittee to revlise tho
sentences following paragraph . (4) of Section 2 as follows:

"The Fund may in its discrotlion, and on terms
which safeguard 1its *ntﬁr,;;s, waive any of
these conditions, especially in the csze of
members with a record of avoiding large or
continuous use of the Fund's roscurces. 1In
making such waiver it shall take into con-

ideration perlodical or erceptlicnal rejuire-
ments of membors,"

and the recommendaticn of the Merxicen Delogation that the
following scntence be added:

"The Fund chall also take into account a
member's willingness to pledge as collateral
goid, silver, sescurities, or other acceptable
&SSutS having a value sufficient in the opinlon
of the Fund to protect 1its intercsts and may
require as a condlition of such walver tho
pledge of such collatorsl,"”

The Cuban Delegation suggested that the amondmont of the
Mexican Dolegation should include after tho word "sccurities"

"and warchouse rceccipts of staple cormmoditics
in international trado”.

The Chairman of the Committec stated that according to

his intorpretation warchouse rocelpts of staple ch““”lti 3
might be considered as being "other acceptable asscts” 1if
the Fund shculd so decide in its discretion and the Committeo
agrecd that the inclusion of the words suggestcd by the
Cuban Delegation were thorefore necessaryo

The Czechoslovakian Doleogation suggested tho following
altcrnative:

"Tho Fund may in 1ts discrction and on torms
which safeguard its intcrosts, walve any of
these conditions, In making such walver 1t
shall take into considcration periocdic or
exceoptional requircments of members and also
their records of avolding large or continuous
use of the Fund's rcesourcos,”

In
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In view of the fact that the Czechoslovak alternative
was not accepted the Czechoslovakian Delegatlion rescrved
its position,

The Australlan Declegation wishecd to rccord 1ts
rescrvation that thoe revision of the waiver provision
was not an adequate substituts for Alternative B (p. 6b),

Section 6. Multilateral International Clearing. (p. 9)

Sectlon 6 has becen referrcd to another Commitiec of
Commission I and 1s, thercfore, removed from the agenda
of Committce 2,

tvy and Guarantee of

“tho Fand (pago 12
2)

Section 9 (b). Transforabil

%
el
kol o ==
O

the Xsscis o
of Document

The American Doleogation offored a momorandum (CIL/2/1C,
Doc. 281) and suggestod that Scction 9(b) bhe withdrawne.
As a substitute it proposed the following text:

"Where the international transactions of a
country arc carried on in the currcncics of
other countries, the Fund may reguire that

the Incremonts in its holdings of mexbor
currencies, to the extent that such incremonts
are attributable to transactions with other
countries, shall be offcrecd to the Fund in

the rcepurchase of its own currcncy."

The U.S.S.R. Dclegation made rcscrved its position
on the ground that 1t did not have time to study tho
proposed amendmcnt,

The American suggestion was approved by Committce 2,
with the understanding that a subcommuittecc would rcvisc
the American proposal 1n the light of the discussion
in the Cormittec and would submit a report to tho
Reporter,

Section 10 Charges and Commissions. (page 13)

There was vory lively discussion on these quos-
tlons with considerable dlvergence 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 & commission or
Interest on the Fund'!s holdings of national currencies
the delegates of New Zoaland, Iran, and India ompha~
slzed that such charges were a penalty direccted
against the country which is unable to export goods,
although it would be willing to do so; thosc delegates
went so far as to say that the accurmlatlion of holdings
comes largely from the fact that croeditor countrics do
not accept imports., It was said that among, the purposcs
of the Fund should be the expansion of foroign trade in
goeneral and not merely the rilsc of cxports of one or
several countriles,

The
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The delcgate of Drazil saild that a country, although
1t has a favorable balance of payments, might purchase
forelgn currency; thorefore thore should be a deterrent
to avoid this. This remark lod to the suggestion that
a distinction be made betwoen a2 country, obliged to
draw because of unfavorable balance of payments and a
country drawing simply in order to build up balances
in forcign currencics, despite an already oxisting
favorable balance of payment,

; To sum up, the question of charges and commissions
- A roferrcd back to your Commission, with the roport
that therc are many different shades of opinionsin this
Committee,

Scction 12, Congideration of Repreoscntations
of the Fund,

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

"The Fund shall have at all times tho
right to communicate its views informally
to any member on any matter arising under
thls Agrcement. The Fund may, by a two-
thirds ma jority, publish a report to that
mombor with regard to its monctary or
cconomic conditions and developments which
dircctly tond to produce a serious dis-
cquilibrlum in the international balanco
of payments of members, If the member
has not among thc Executive Dircctors a
Dircctor appointcd by 1t, the provisions
of Article VII, Secc. apply. Tho
Fund shall not publish a report which
would involve changes in the fundamental
structurc of the cconomic organization of
membors,"

ARTICIE IV

The Committec agroed to approve Article IV,
Scctions 2, 3, and 4 of Alternativo A (p. 17a) and
Article IV, Soctions 5 and 6 of Alternative D (p. 18c).
The Australian Delogate asked that his rosecrvation on
Alternatlve C (p. 17c) be notoed in tho roport to
Commission I. The Canadian Delogatc wishod to record
his observation that thesc soctions, as approved, allow
a membor country to change its ratc without the approval
of the Fund, and yet remain a member in good standing,
Ho thought that the provisions of the Joint Statement
rogarding changes in exchango ratss had provided a
happy compromisc betwcon oxchange rigldity and exchange
floxlbllity. The clause ovidontly roprosonts a com-
promisc betweon intornational agreoment and control on
the onc hand and national automony on the other., The
Fund will kave, if not the arm of justico to inspirec
some rospect, at least an argumentum ad crumenam; it
1s ontitled to rofusc the use of its resources to a
membor country which has altered the par values of its
currcncy despite the objection of tho Fund.

Scction 5.

Y. ol

Docs # 33

(&




cI/2/RP/3 o P
i

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

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

ARTICIE XIII

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

Commi:itee 2 has approved paragraphs (a), (b), (c),
and (d) of the Unnamed Alternative (pages 50 and 50a)
together with paragraphs (e). and (f) of the American
Amendment but with the provision that this should not
pre judice the questlon of liberated countries., The
British Delegate explalned that a "de facto" rate may
be a rate of exchange which has been agreed upon among
governments and further stated that it 1s up to each
country to define what 1s meant by "de facto" rates.

The Indian Delegation polinted out that, as they
were members of the Sterling Bloc, unless previous
intimation was glven by the United Kingdom of thelr
declsion regarding the fixlng of the par value of
sterling in terms of gold, India will not have suf-
filcient time to notify the Fund of the par value of
their currency. The Indian Delegation further pointed
out that it should be appreciated by the Committeec that
a change 1in the de facto par value of sterling may
necessitate a change 1n the par value of the rupee and
therefore 1t was absolutely essential that Indla should
have sufflcient notice of the par value of sterling
notificd by the United Kingdom to the Fund,

The Unlted Kingdom Delegate assured both Indla 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 Bloce.

As to the question of liberated countries, there
was substantisl agreement that llberated countries
might be allowed to establish provisional rates of
exchange, and that after the establlishment 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 liness,
This ad hoc committee will roport to the Reporter who,
In turn, will report to Commission I.
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July 12, 1944

REPORT OF THE AD HOC COMMITTEE
OF COMMITTEE 3 ON EXECUTIVE DIRECTORS
AND VOTING ARRANGEMENTS
T0 COMMISSION I.

The Committee met et 9:00 pe.ms in Room Be
Dr. de Souza Costa presided; and representstives of
Belgium, Brazil, Csnada, China, Cuba, Czechoslovakla,
Egypt, France, Netherlands, Poland, United Kingdom,
UeSeSe.Re, and the United States were presente.

The Committee approved Alternative G (SA/1/44;
Doce. Noe. 237; page 26=G).

The Committee discussed at length the provisions
and problems represented by Alternative J (8A/1/54;

Doc. No. 310; page 26j) and Alternative E (SA/1/553

Doc. No. 3153 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
reservation 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 economlc and geographical areas."

A new propbsal was introduced as a substitute for

paragraph 2 of Alternative J cited above. This proposal

1s to be submitted as Alternatlve K, page 26M, It was

discussed by the Committee with general sympathy; but

the Committee took no action regarding it, and 1t was

referred to Commission I for decision. |
The Committee also discussed paragraphs (a) and (b)

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

to voting. No decislon was reached, and the matter 1is

before th. Commission.
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REPORT OF
AD HOC SUBCOMMITTEE A OF COMMITTEE ! OF CCOMMISSION II

July 12 = U:30 p.m,

A meeting of Ad Hoc Subcommittee A of Committee L4 of
Commission II was Teld on July 12 a5 4:30 p.m., at which
representatives from the following countries attended: Cuba,
Uzechoslovakia, Indla, Poland, United Kingdom gnd United
States. The Chairman was Sir Chintaman D. Deshmukh of Indila.

The following two stublects relating to Article VII had
been referred to the subcommittee:

1. Section 4, Restrictions on Tarxation of the Bank,
its Em>loyees &:d Obligations

It was reported to the subcommittee that similar
provisions to Section ! were being completed by the drafting
committee of Commission I for the Tund, which contained some
slight modifications from the draft of Article I¥X, Section 7,
approved by Committee Y4 of Commission T, Since these modi-
fied provisions will be avallable shortly, it was decided to
defer consideration of Section U until the members of the
subcommittee had an opportunity to review them.

2. Bection 3, Suits against the Fank 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 Rank has an office, has appointed an Agent
for the purpose of accepting service or notice of
sult, or has issued or guaranteed gecurities, and
only by litigants other than members and those act-
ing for or deriving claims from members. The Bank
and 1ts assets of whatsoever nature sngll, where-
soever located and by whomgoever held, be exempt
and immune from selzure, attachment and execution
in advance of final judgment against the Bank."
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REPORT OF SUBCOMMITTEES A AND B OF COMMITTEE 2,
ON THE OPERATIONS OF THE BANK, TO COMMISSION II

JULY 13, 194L

MR, BRIGDEN:

1.

2

3

De

'60

T

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

Limitation on Loans and Guarantees (Art., III, 8. 3)
This matter was discussed togelher with the subject of
Article IV, Section 3., (See below)

Conditions of Loansg and Guerantces, (Art., IV, 5, 6)

The Preamble. (Pages 15 and 1h¢., was amended to. include
agricultural enterprises. The tilrd line of Alternative
A (on page 15) was amended to read:

"businesgs, industrial, and azricultural enterprises
oo It is understoocd that the wnrds incliude public util-
itles and rallrcads, end that "s:-. cultural cooperatives
and credit institutions" (mentioned in Alternative B,
page 15b), are not excluded.

Condition 1, Section 4 (1), The Committee added the fol-
lowir z words: '"either direct.v or through an institu-
tior raving power to gilve suxi: nenberls (=rantece and
acccphable to the bank." Alteransive I ([a=@e 15e) was
dlscissed but not aceepted. Tlis alternalive would have
empovicred the Bank out of 1ts own cgpital to lend to
business enterprises without any gusrantee, The Come-
mittee was of the opinlon that enterprises of the type
should not be assisted by the BRank.

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

The Committee's opinion was that the adopted texzt
better expressal the general intention,

It was considered that the text covered the proposal
made on Page 16,

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 szcepted, 1%
being congidered that the word "proposal" (abov:) should
cover elther or both the purpose of a loan, and/or the
merlts of a project.

Conditions 4 and 5. Section 4 and (5).
The enort 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 conslidered to be impracticable for
Immediate reconstruction loans, but alteratives required
redrafting.

Both (4) and (5) were referred to the Drafting Com-
mittee, - ° ° 3 ' 3

Other Conditions: Stabilization Loans. :

Alternative B, Poragraph (2) on Page 15a proposed
actlon "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
wlthin 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
% of Alternative E (page 15b).

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 wae that any speclal conditions should be con-
fined to amortization.

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

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

Details re Default, etc. Alternative J (page 15b) pro-
posed a series of reguirements as to guaranteed Bonds,
etc., vhich were thought by i1ts sponsors to be needed to
protect the ecredit of the Bank, while others thought the
details (however important) might be left to the Bank 1it-
gself. The matter was postponed for further consideration
by the Delegations.

Article III, Sectiong 5 and 6. Currencies for loans
Alternatives A on Pagegs 17 and 18 were accecoted,

Article III, Section 3. Limitations on Loans and Guaran-
tees. (Pages 1T and 21)

The proposals raise the general questions and policy,
€8s, a8 to whether the Bank 1s to be liberally or con-
servatively inclined, and more specifically whether it
should lend more than its capital and to what extent.

It 1s also related to the question of stabilization
loans. The proposals were therefore referred to a
speclal group from the Committee for general considera-
tion and report.

Sub-Committee 2A then adjourned.

14, Committee
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Committee 2B dealt with Article IV (in part), but it is
not practicable within the time avellable to repcrt
adequately on the discusslofis.

Section 1 as on Page 19 was accepted with the subgtitu-
tion of the words "paid in" for "subacribed" in the
draft: Paca. (a
In (c) the words ivhole or in part" refers to the
possibility of a large investor being willing to
forego a guarantec.

Section 2: Toans from ?uhqqg;pﬂi cepitel
The draft (a) provides that loans fron U rren sy aub-
scribed should require the approval of the subscribing
countpy, It was explained that the reason was related
to & possible shortage of the goonds required in the sub-
gcrip ng counsry ccncerncd, and not to eny general de-
sire to control thie use oi currency subscribed to the
Bank, The alternative would be to control exportg of
the game poors which control 1t was deglired to avoid.
The text w23 referred for re-Craiting togesher
with the subetance of Alternatives B and C (pages 20
and 204 '

Section % fﬁaﬁg 21l) Was not discusczad,

Section L (Pege 22) Payrent provision for direct 10nns.
A long digcusaica took pinacd o this pregosal to esbab-
1lish stancurd rates of interest and comriscion which went
further than the subjsct of direct lcaas. Thie proposal
concerning amortization was nol discuseed, and the whole
matter was referred to a subcommittee,

The propozal for standard ratecs wag relaled y
reconstirusiion loans, in which it was argued; all should
share equ ily, whatever micht have been tlhe credit status
of particular countries, For development losng, and for
the long tern functions of the Bank, the rmerit of the
proposal wag less cliear. But somne counirliss vith rnod
credlt status, which might need reconstruction loane
objected to a uniform comniseion chearpge (regardied ng &
kind of mutual insurance, and intended to creete funds
to meet guaraentes liabilities),

Quegtiong arose alsdo as to effzcts on the credlit of
the Eank, and the attitude of potertisl bendaoiders
geepe .,ullv in the USA while this wig not gil relevant to
direct loans fron thu Bark's own cgpital, tho came prin-
ciple wag involved generalily. The USA svrokcsman said
that tlie Rank should not be requirzd to nave vaiform
charges, slthough it probably would follow that princi-
ple in ite own discretiocn, at least in the early post
war period.

Sectlion 7. Order of Mecting Oblig:tions
Alternative A (oa Teg 3 ”1) was rereried to a Drafting Com-
mittee, partly to separate the precedurss required for
loans and guarsnteec,

Llternative B (on page 254) was algo referred. It
ls related to the quesgtion of the detalied vea:irements
proposed for Article III, Section L{b) given as Alterna-
tlve J on Page 15b. Ry

J« B. Bripgden,
Reporter

July 12th, 19Ll,
Doc. #336
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Working Paper for Drafting Committee of

COIMISSION II

TEXT OF PROVISIONS RECONMENDED
BY COMMITTEL 2A AND
COMMITTEE 2B

(July 12, 1944)

rticle TIle

Doc. #245 Section 4, onditions on which Bank may Guarantoee
or MA. 6 LoanSe

L.

3ank may guarantes, perticipate in, or

to tho &ov;rrw~nt of any mHWLar, politi-
risions thareof, and business, industrlal,
a ltural Uﬁt‘W'“Ju‘ theroln, JaTjuot to

the fOL;uwuL* conGitions:

Alt. A,
Pe 15

) The governmont of the membeor 1In which

I ect is loested, fully gunrantecs tho pay-

ment o intorest on the lcxfl"rl. repayment of the

pri 1, elther dircctly or th ch an institu-
(

ct

B

(6]

&)
O M~

princinal, :
tion having power to give such L,hhc&'g guaranteo
and acceptable to the Bank,

Alt. B. (2) The Bank is satisfled that in the pre-
pe. 152 valling markot conditions the borrower would be
unable oth:rwisa to secure the funds wunder con-
ditwbwa whichi in the opinion of the Bank are
asonable for the borrower,

Alt. A. £3) A “ﬁnﬂ;fibt committee, after a careful
p. 15 study of the merits cf the proposal, has submlit
a written rajL;‘i concluding thai the execv=l

the proposal would serve to inc £ 10 P

of the member country in which 1ls 1s locat

(This paragraph is referred to tho
CLiﬂi“t;.nj 7 3
cennection

(4) ﬁﬁ:fsrrud to Subcommittoe/

p. 15 (3) In guarantecing a loan mado by othor invostors,
tho Pank roeccives compensatlon for its pisi.

NONE OF THIS MATERIAL IS FOR PUBLICATION UNTIL OFFICIALLY RELEASED

Doc. # 337




CII/MC/2
o e

Article III

Section 5. /Reforred to Subcommittes of Committees 2a

and 2b/
Doc,.#245 Section 6. Use of loans gusranteed, participated
Alt. A, in or madc by the PankK,
Ds 18

(2a) The Bank shall impose no conditions as
to the particular member in which the proceeds of
a8 loan shall be spent,

(b) The Bank shall make arrangements to assure
that the proceeds of any loan are used only for the
purposcs for which the loan was granted, with due
attention to considerations of economy and effi-
clency regardless of political or othor non-
economic influences or considerations,

(c) In addition to any other action which
the Bank may take to imploment the provisions of
subsectlion (b) above with respect to loans it
makes, 1t shall credit the account of the borrower
with the amount of the loan and shall make payment
from the account only to meet exponses as they are
actually incurred,

NONE OF THIS MATERIAL IS FOR PUBLICATTON 1WTiL OFFICIAILY REIEASED

A Sie Tlio
L.‘:-'_;(JSU 5 E‘C 6
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Article IV

Operations

Doc. #245 Section 1, Methods of facllitating provision
Alt. A, of loans.
Das 19

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

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

(b) By direct loans out of funds railsed
by the Bank 1n the market of a member.

(c) By guaranteeing in whole or 1n part
loans made by private investors through
the usual investment channels,

Section 2, Loans from subscribed capltal.
/Referred to Subcommittee./

Section 3., Loans from borrowed funds and
guarantecs. /Referred to drafting
committco of Commission II/

Soction 4., Payment provisions for direcct loans.
/Roeforred to Subcommittec/

Section 5. Participations., /Referred to drafting
cormittec of Commission II/

Section S. Guarantoes. /Referred to Subcommittes/

Section 7. Order of mcoting obligations. /Referred
to Subcommittoc/

NONE OF THIS MATERIAL IS FOR PUBLICATION UNTIL OFFICIALLY RELEASED
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MEMORANDUM

July 12, 1944

Report of Ad hoc Committee 3=C
of Commission 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 18 indicated below:

Page on
Document in
Bank Draft Remarks

Article VI, Section 1 Accepted without any
Alternative A 42 i modification,

(Right of members to (245)
withdraw)

Artiecle VI, Section 2 The words on line 3 of
Alternative A 43 the first sentence
(Suspension of (245) following "a majority

Membership) of the" were deleted
and "governors, which
shall include a majority
of the aggregate votes"
were substituted. The
remainder of this section
was accepied as written,

Article VI, Section 3 Accepted without any

Alternative A 44 modification,

(Final Assistance to (245)
be withheld)

Article VI, Section 6 Accepted without any
Alternative A 47 modification.
(Assessments to meet (245)

Losses)

Article VI, Section 7 The second paragraph ‘was
Alternative A 48, 48a deleted 1In its entirely
(Liquidation) (245) and “"Bank may be voted

Into lignidation by a

ma jority o7 the members
which sihall inelude a

ma jority of the aggregate
votaes™ suhstituted,

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 mcmbors that it should be reviewed at this
meeting. The section was reviewed in conjunction with other
assdl gned material and approved by the members of the Committee.

During
Doc. #338




During the discussion of the material one of the delegates asked
for an interprstation of the use of the word "contingently" in
paragraph b(l) 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 country, its central bank or any of 1ts agencles
remain 1lisble, directly, or contingently, to the
Bank, except as to 1liability 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 mature obligation.”

It was interpreted that the use of the word "contingently"
covered all guarantecs, warrantecs and commitments of whatever
nature existing at the tine the member withdrew from the
Bank., The Article was accupted by the Committee,

Doc. #338
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July 13, 1944
COMMISSION II

Report of Drafting Committee
At a meeting of the Drafting Committee held on the 12th

of July et 8:30 p.m., the following disposition was made of
the Committee's assighments:

Page 2, Art. 1, Alt. J. Approved as amended. (See
{Dac. #313) attached sheet,)

Page 9, Art. II, 7 Approved.

Page 10, Art, IL, B Approved.

Page 12, Art, II1I, 1 Amended draft contained in

minutes of July 11 meeting
(Doc, #300) approved.

Page 23, Art. IV, 5 Approved,

Page 6, Art, II, 4 It was recommended by the
Drafting Committee that the
words "any of" contalned in
subsection (a), line 2, be
deleted to achleve consistency
with Art. IV, 5.

Page 26, Art. IV, 8 Approved as amended. (See
attached sheet.)

Page 27, Art., IV, 9 Approved as amended. (See
attached sheet,)

Page 28, Art. IV, 10 Approved as amended. (Sec at-
tached sheet.) It will be
noted that the last paragraph
of this section was elimina-
ted and a more general provi-
sion subatituted, It was felt
by the Drafting Committee that
the paragraph as it stood se-
lect2d for speclal attention
one of the several purposes
set forth in Art. I,

Page 37, Art. V, 9 Approved as amended to achieve
consistency with Fund docu-
ment. (See attached sheet,.)

Page 39, Art, V, 11 Approved.

Page 41, Art. V, 13 Approved as amended to achieve
conslstency with Fund docu~-
ment. (See attached sheet,)

Page 46, Art, VI, 5 Although this section had been
assigned to the Drafting Com-
mittee, it was found that it
had been considered by ad hoc

Committee 3c.,
7/13/44
Doc. # 340 (Over)
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56, Art.
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Commlttee 3c. The Drafting »
Com ittee therefore felt that !
the Commission should have the
benefit of Committee 3c's de-
liberations.

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

It 1s recommended by the Drafting Committce that the Com-

7/1% /44

s 340

mission endorse the foregoing action,

DZAN ACHESON
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First Report of Crafting Commlttee
of Commiesion 1, July 13, 1944

Your Drafting Committee which consists of representatlves
of the followin; delegations: Canada (Chairman), China, French
Committee of Ne "onal Liberation, Mexico, Netherlands, Union
of Soviet Soclailst Hepublics, United hingdom and United
States of America, has met several times since it was appointed
on July 10 and we are able to submit today a report covsring
all the srticles which had been cleared through the various
committees of Commission I, Including the special ad hoc com-
mittees, by yesterday noon and some which had been cleared
through these committees later in the day.

Your vrafting Committee has been ohliged to work under con-
siderable pressure and we are aware that the documents submitted
to you this morning require polishing and improvement. Ve
therefore request the autherity of the Commission to make such
changes as appear to us deslrable in matters of pure form, and
to eliminate any internal inconsistencies or duplications which
may become apparent cn more lelsurely examination, and to in-
sert cross references where necessary.

We are placing twe documents before you. The firsst,
Document No. 320, le& referred tc as “nnex I of our report and
consists of an ocutline or Table cf Contents of the Articles
and Sections of thz Fund Agreement. 4An examination cf this
document will cnable members of the Commission to see the
order in which we have seen fit to arrange the subject matter.
At the end of cach heading on this Table cf Contents members
will find references to various pages of Document SA/1l, the so-
called loose-leaf blbls. 1lic sectlons rcferred to are those
which were approved by your committees, and by comparing thes
sections with t-  corresponding sections of our roport, mem-
bers of tke Con ssicn will be able to see what changes we
have made in languvagc.

Agalinst certain sections of sannex 1 cf our report, Docu-
ment No. 320, members will find an asterisk. &an asterisk indi-
cates that the relevant sectlon has either nct yet been cleared
through the appropriate committes, or that i1t was cleared too
late for us to incorporate in this report. Your drafting com-
mittee takss the liberty of pointing out that it cannot make
further progress In its work until the scctions marked with an
asterisk have been clecared.

The malin body of our rcport has been distributed csg Annex
II, Document No. 321. It consists of our draft of the articles
of agreement of the International lonetary Fund insofar as
these have been agreed by your committecs.

No further sxplanation would appear to bc required in pre-
senting these documents to the Commission, but the “Yrafting Com-
mittee, In submitting the text of srticle IX, Seeticn 10 (our
numeration) dealing with immunities from taxation, desires to
place on record certain assumptions regarding its interpreta-
tlon of the intention underlying this «rticle. These assump-
tions are as follows: (a) The Fund is not cntitled to import
goods free of customs duty without any restriction on their sub-

oquent sele in the country to which they were imported. (b) The
Fund enjoys no sxsmption from duties or taxes which form part

of ths price of goods sold. (c¢) The Fund enjoys no exemption
from taxes or div “es which are in fact no more than charges
for services rer..red.
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The Drafting Committee desires further to place on
rocord 1ts understanding that t" phrase "terri itory of mem-
bers" or "territorles of members", where it appears in
Article IX on Status, Immunities and Frivileges of the fund
(our numberation), is to be construed sufficiently widely
to include the polL.i al sub-divisions of members and, whore

¢levant, theilr taxing authoritics.

The Draf
Article XIX,

N cr

ing Committee wishes to add the following to
ection 1 on page 28 of its report:

"(g) In the case cof governments whose
metropolitan territeries have becn under encny
occupation, the deposit ¢f the Instrument rafcrred
to in (d) above may be delayed until months
after the date on which these territories have been
liverated. If, however, i1t is not deposited before
the explration of this period by any such govern-
ment, the signatures affixed In its behalf shall
become vold and the portion of its subscription paid
under (f) above shall be returned to it.

s

"(h) Paragraphs (f) and (g) shall come into
force with regard to each signatory government as

from the date of its signature, "’ - ;

The Draft! Committee understands that, in tho discus-
slon of certain cections in the committecs of the Commission,
varlous delegations reserved their right, in cases where the
consensus of the committee was contrary to the views they
expressed, to make doclarations to that cffect beforec the
Commission. Your Committee has not régarded it as part of
1ts duty to make reference in its report to such reservations.
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INTERVATIONAL MONETARY FUN

Article XVI - Amendments

Addition proposed by the U.il. Delogatione

}
(o]

of Document 021 the fellowingi=-

Notwithstanding the orovis (a
above, in any cass where, in ﬁ‘: oninion of the
Executive Directors, 1t is essential, in order
to secure tho proper working oz the Fund, that
some amendment should ba made urgently to the
provisions of this Agre:ment other than those
roferred to in (b) above, the following provi-
sions shall apply:-

ions of ) (b) and (e)
;|

(1) The Exsccutive Direcctors may by a unani-
mous vote adopt an amordmeont which shall
entor immediately in force and rome

force vnless and untll i1t is rencaled or
modified under (il1l) or (1ii) below,

(11) The amendmont medo by the Exccutive
Dirgctors sha+1 be subtimitted to the Beard

of Governors within days cf 1ts being

mede end shell be repraled if it is not 4e-
ceptod with or without “DdﬂfJCJtLLn by 9/10ths
of the aggrogate voting power on the Board

of Governors and 9/10ths of the number of
Covarnorse. The dmundnuut as so adeptod shall
hen be in forcec.

(111i) The amendment as adopted hy the Board
of .Governors shall at once be communlcated
by circular lettor or othor form of communil-
cation to 211 membors and shall remain in
force unless within days not less than
1/10tk of the nurber OF menbers, or mcmbors
possessing not less than 1/10th of the ag-
gregato voting power in the Fund, signify
thelr opposition to the amendmant, in whlch
case the amendment shall be ropesled.

et
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Delegation of El1 Salvador

July 11, 1944

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

from: Office of the Secretary General

Mr., Victor Manuel Valdés, Delegate from
El Salvador, requested that the title given below
be submitted as a suggestion for the title of

the Bank under consideration by the Conference:

International Financial Institution for

Reconstruction and Development,

Doc, # 349




Initial Par Values
;}A._

(Addition to Art. XIX, Section L of Doc.
sentence of the Section

To be Inserted as last
commencing with "Notwithstanding":
naw

cagscs where a now occupled country adopts
new currency shall
of its

In casc
s
date

monetary unit,
be valid In relation to the Fund from the
Fund takes actlon under (b)

enforcement, unless the
in which case the procedure prescribed in (c)

above,

shall be applied.
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Report of Ad Hoc Committee 3-b to Commission II

July 13, 194k

The committee met with all designated members
present, plus representatlves from Canada, China, and
the Prench .~legation. Mr. Miguel Lopez Pumarejo
presided. It considered Sections 1 to 4 of Article V.
After discussion of the points involved, Section 1
(Board of Covernors), and Articles 1 to 1 of Section 3,
Alt. A were approved, with verbal correctlons to
correspond to changes made in the corresponding sectlons
of the Fund. Discussion of Section 2 and the rest of 3,
voting and the Board of Diroctors, wcere deforred until
the Fund language 13 completed. Action on Sectilon I was
deferred until the changes made in Ad Hoc Committee 3-a

could be placed before the committes.

M.H. de Hock

Reporting Delegate

Doc. #3%52
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Report to:Commission II on Actions by Ad Hoc Comnittee 3-t

July 13, 1944

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 Commisslon
on Food and Agriculture, and the United Nations Rellef and
and Rehabilitation Administration present.

Actlons 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 particlpated
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 reported 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 (pe. 15¢), 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 organlzations
with reference to loans in thelr 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 organizatlions.

It was agreed, however, that it would not be appropriate
to provide current banking, exchange, or financing facllitiles
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 exlsting or hereafter created.

Article V, Section 1, sub-section (b) was considered
with reference to international organizetions. 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 wlde a representation of citizenships of members
as possibles In those flelds where specleal 1zed 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 pollcye. 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 Committee's assignment.

W. C. Naude,
Reporting Delegate.
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COMMISSION II

Second Report of the Drafting Committee

The Committee met -this morning at 11:30 to consider
the remaining sections and reports as follows:

(a) Pages 49 and 50, Art. VII, Sections 1 and 2,

These matters which concern obligations and
immunities of the Bank will require provisions asnalagous
to those made for the Fund. Consequently, the Committee
took the latest version of the Fund document and adapted
it to the Bank. Thege provisions are contalned in the
new Article VII, Sections 1, 2, 4, 5, 6, 7, & and 9
ceparately distributed.

The process of adopting the Fund provisions has
not comprehended the question of how far obligations
shall persigt during suspension or after termination
of membership. The Committee recommends that the
ad hoc committeecs make appropriate provision for this
in the particular sections that fall within their
assignments.

(b) Pages 51 and 52, Art. VII, Sections 3 and U,

These matters which relate to sults against the
Bank and restrictions on taxation of the Bank had been
referred to ad hoc Committee 4., The Chairman of that
Committee was present as a member of the Drafting
Committee and requested the Drafting Committee to in-
corporate the recommendations of Committee Y4 in its
report., Consequently, these provisions appear as
Sections 3 and 10 of Article VII separately distributed.
Article VII 1s analagous to the corresponding provieion
for the Fund.

(c) Page 53, Article VIII, Amendments.
The Committee decided to adopt the revised language
of the Fund, Thils is contained in the new Article VIII
separately distributed,
(d) Page 54, Article IX, Section 1 - Interpretation.
The Committee declded to =2dopt the revisged
language of the Fund. Thls 1s contalned in the new
Article IX, Section 1, separately distributed.

(e) Page 56, Article TY¥, Section 3 - Approvel deemed
given.

The Committee apporoved this section.

The Committee recommends that the Commission endorse
the foregoing action.
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Alt, A
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Alt. A
p. 44

Alt. A
Pe 46,
46a

Alt, A
pe 47

Alt. A
pe 48,
48a

NONE OF THIS MATERIAL IS FOR PUBLICATION UNTIL OFFICTALIY RELEASED
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Working Paper for Drafting Comnittes of

COMLIISSION IT

Text of Provisions Pecommended by
Ad Hoc Comnlittee J~=cC
of Commission iII
(July 13, 1944)

Article VI

Section 1. Right of NMembers to Withdraw

Approved as written.

Section 2, Suspension of Membershilp

A member country failing to moet any of its
obligations to the Bank may bs susoended from member-
ship by decision of a majorlity of Che governors,
which shall includs = majority of the aggregate votess
At the end of one year from tho cato of suspension,
the country shall automutically cease to be a member
of the Bank unless a majority of the membor countrios,
voting in the same manner as f'or suspension, rostorcs
the country to goecd standings

While under suspension, a country shall bo denled
all of the privilegss of momborshin oxcept the right
of withdrawal, but shall be subject to all its
obligations,

Secetion 3, Financial Assistance to be Withheld

Approvcd as wrlttone

Section 5. Sottlement of Accounts with “ountrics
Ceasinz to be Mombors

(Reforred to Drafting Committoe in Commlssion II
mocting of July 11, but approved as writtcen by Com=
mittec 3-ce)

Section 6. Asscssments to Moot Losses

Approved as writton.

Section 7. Liquidation

In an cmorgency, the Exccutlve Commlttoc by a
ma jority vote, tcmporarily may suspend tho opecrations
of tho Bank, punding an opportunity for further cone
gidoration and action by tho Boarde

The Bank may be voted into liquidation by a -
ma jority of tho members which shall includc a majority
of tho aggrogate votose

Upon
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Upon beoing voted into licuildation, the Bank
shall forthwith cease ongaging in any activitics
oxcopt those incident to the crderly liquidation,
conservation and prcservation of its assets and
the sottlement pof its obligations,

The 1liability of all member countrics for
uncalled subsceriptions to the capltal stock of
the Bank and thelr guarantees with rcspoct to the
doprociations of their own currencles shall con-
tinue until all claims of creditors including all
contingent claims shall have boen discharged.

Upon liquidation, all crcditors holding dircct
claims shall be paid immcdiately if the Bank has
sufficiont assets, and 1f the asscts aro not suf-
ficient, the Executlve Committec shall pay such
croditors as soon as posslblc out of payments to
the Bank or calls on subscriptions, but before
making any payments to holders of direct claims,
the Committee shall make such arrangoments as are
necessary, in 1ts judgment, to insure a distributilon
to holders of contingent claims ratably with creditors
holding dircct claims,

No distribution shall be made to & mombor
country on account of its caplital suvbscriptlon
until all claims of creditors, lncluding all con-
tingent claims, have bcen discharged or have been
provided for by the Exccutive Committecc having made
arrangements sufflclent, In its judgmont, to accom-
plish that purposc,

(Detailed provisions rclating to method of
distribution to shareholders will be suppliocd later
on basis of principles provided for liquidating
the International Monctary Fund,)
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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 9
Doc. 245
Section 1. Board of Governors
A1lt. A,
rev. (a) All the powers of the Bank shall be vested

(p. 29) in the Board of Governorg conslsting 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 sppointing them, and may be re-
appointe” No alternate may vote except in the absence
of his v acipal. The Board shall select a Chalrman
from i1ts 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 thelr admission;

(2) 1Increase or decrease the capital stock;

(3) Require a member to withdraw;

(p. 29a) (L) Decide appeals against interpretations
of the Agreement by the Executive D1-
rectors given on gpplication 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 Eank.

(¢) T™he Board of Governors shgll hold an annual .
meeting nd 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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(p. 29a)

(p. 29a)

Doc., 245

Alt. A.
reyv.

(p. 3la)
{ps 31b)

2 -

2

(d) In order to constitute a quorum for any
meeting of the Board of Governors, there mugt be
present a mgjority representing not lecs than one-
half of the voting vower of all the Governors.

(e) The Board may by regulation establish a
proccdure whereby the Executive Directors, when they
deem such action to be in the best interest of the
Banlz, may obtailn a vote of the Governors on a specific
question in lieu of calling a meeting of the Board,

(f) The Board of Governors, and the Executive
Directors to the extent authorized, mey adopt such
rules and regulations as may be necessary or appro-
priate to conduct the business of the Fund.

(g) Governors and Alternates shall serve as such
without compengation from the Bank, but the Bank shall
pay them reasonable expenses incurred in attending any
meetings.

(h) The Roard of Governors shall determine the
remuneration to bz pald to the Executive Directors
and the salary and terms of the contract of service
of the President.

Section 3,

(1) The Executive Directors shall solect a Pregi-
dent who shall not be a Governor or an Executive Di-
rector, The President shall pe Chairman of the Execu-
tive Directors, but ghall have no vote except a
declding vote in case of an equal division, He may
particinate in meetings of the Foard of Governors,
but ghall not vote at such meectings. He shall, how-
ever, be eligible for election as Chairman of the
Board of Governors. The Pregsident chall cease to
hold office when the Exccutive Directors so desire.

(J) The Preasident shall be chief of the operat-
ing staff of the Bank and shall conduct, under the
direction of the Executive Directore, the crdinary
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 etaff of the Pank,
in the discharge of their offices owe their duty
entirely to the Bank and to no other authority. Each
member of the Bank sghall respect the international
character of this duty and. sholl refrain from all
attempts to influence any member of the staff in the
discharge of his duty.

NONE OF THIS MATERIAL IS FOR PURLICATION UNTIL OFFICIALLY RELEASED.
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(1) 1In appointing the staff the President shall,

subjJect to the paramount importance of securing the

highest standards of efficiency and of technical com-

petence, pay due regard iq the importapnce of recruit-

ing pgréonnel on ag wide a geographicad basis as
possibie.

PUBLICATION UNTIL OFFICIALLY RELEASED.

NONE _OF THIS MATERIAL IS FOR
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Fund within 72 hours and be relieved of an obligation
to alter its par value. The Mexlcan Delegate has in-
dicated, however, that he will present his views on
thls item to the Commission,

5« Charges and Commissions. (SA/1, Article 1E3,
Sectlon 10, p. 13; Drafting Committee Report: Article
V, Section 8)

The Cormittec recommends the adoption of Combined
Alternatlves A and B as amended by Alternative C.

4. MNultilateral International Clearing. (SA/1,
Article III, Secilon o, p. 9; Drafting Committee Re-
port: Article VIII, Section 3)

The Cormlttoe resormends the adoption of the text
of Article IX, Section h, as reported to the Commission
on July 1% by the Ad Hoc Committee on Exchange Controls
in Current Payments™ (Document 329)., The Committec
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
amount. 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 thrt the present text
Was proper,

2e Other Acquisitions of Gold by the Fund. (SA/1,
Article III, Section 8, p. 11; Dralfting Committee Re-
port: Article V, Section 7)

Alternative A (puge 10) was approved. Agreement
in principle was reached on the substance of the fol-
lowing language and it was left to the rafting com-
mittee to prepare a text which would clearly set forth
the principlcs governing thec repurchase of currency
from the Fund:

(a) If, at the end of the Fund's financial
vear, a member's monetary reserves ex-
cecd 1te quota, and thc Fund's holdings
of 1ts currency have increased during
the year, the Fund shall requirec that
it use a part of thesc reserves to re-
purchase 1its currcncy with gold or with
convertible currency as appropriate, up
to the point when 1ts reserves have fallen
by an amount not more than the amount by
which, after this adjustment, the Fund's
holdings of 1ts currency have increasecd.
Furthermore, 1f, after this adjustment
(if called for) has becn made, a member's
monetary recserves have incrceased during
the year, the Fund shall require 15
whether or not the Fund's holdings of its
currency have increased during the year,

to usc

Doc. 37l
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to use half of this increase for a further
re-purchase of 1its currency with gold or
with convertible currency as.appropriate;
provided, always, that after these adjust-
ments have been made 1its reserves do notl
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 shifted to III-8)

(b) If o member country increases 1ts holdings
of another member's currcncy, or acquires
gold from another membar otherwlse than as
a result of transactions with that member,
the Fund at the request of the latter
member may requlre the gold or the increase
of currency to be offercd to the Fund.

. .- Fund shall not reguire a member to re-
purchase its currency with a convertible
carrency of which the Fund's holdings would
be in excess of the Fund's holdings of the
mcmbert!s currency after the above adjust-
ments.

The Delegate of the Union of Soviet Sociallst Re-
publics reserved his position on the principle involved
in this section.

6., Furnishing of Information. (SA/1, Article III,
Section 1I, p. 1Lc; Drafting Comnittee HReport: Artlicle
VIII, Section §)

(a) The Committee recommends the approval of
Alternative C (p. 1llic) with the transposition of the
portion beginning with the second sentence of the sec-
tion and ending with the words "to avold merec estimates
so far as possible" to the end of the section.

(b) The Committee also recommends the adop-
tion of the additional language recommended in Document
245, which recads as follows:

The Fund may arrange to obtain further 1in-
formation by agreement with members. It shall
act as 2 central point for the collection and
exche of informetion on monetary and finan-
cial problems, thus facilitating the preparation
of studies designed to cssist members in devel-
oping policies which further the purposes of the
Fund.

7. Transitional Arrengements. (S4/1, Article X;
Drafting Committec Report: article XIII)

The Cormittee recommends the adoption of Altecrna-
tive A (pages Llia and llLib), with the addition of the
following at the end of Section 2: "Nothing in this
Agreement shall be deemed to prevent a member impeosing
any restrictions on payments or transfers to non-members
unless the Fund finds that such restrictions have ad-
versely affected the intercsts of members",

Doc. 3Tl The
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The Netherlands delegation wishes to record 1its
understanding that the first paragraph of Sectlon 1 does
not prevent the use of the resources of the Fund for the
financing of the lmported commodities which might be con-
sidered as relief goods, but that the sple meaning of
thls clause is tp prevuﬁt the use pf tﬁe resources of
the Fund in & guasi-parr~aznt way for tho flnancing of
rellef or of any other lmp.rts.

8+ Voting. (SA/1, Article VII, Section 3, p. 26;
Drafting C I%tee Report: Article XI, Section 5)

The first and last paragraphs of Alternative A
(pe 26) have alrcady been approved by other commlttees,
The Speclal Committee recommends the adoptlon of the
second paraﬁraph of this Section with the chan%e of
the figure "200,000 United States dollars" to "400,000
United States dollars",

9, Liquidation. (SA/1, Article VIII, Section 4,
pe 37; Drafting Commilttee Report, Article XV)

The Committee considercd Alternatives A and C and
approved a ncw formula relating to the distribution of
the assets of thoe 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 Commlittee Report, Artlcle XIV,
Section 3)

The Commlttec reccommends the adoptlion of Alternative A
(ppe 36 and 36a) subject to minor drafting changes, which
are referred to the Drafting Committee.

11, Initial Deturmination of Par Valucs. (SA/1,
Articlec XIII, Section o, p. 903 Drafting Committec Report:
Articls XIX, Section 4)

The Committee recommends the adoption of Alternative B
(Document 347, pp. 50c to 50e¢), togother with the amond-
ment reportcecd in Document 351, subject to rovision to
indicate that paragraph (b) applics to appreciation as well
es depreclation of currencics and to paragraphs E and F to
avold tho usc of the term "provisional initial rate of
exchange",

12, Subscriptions: Time of Paymont. (SA/1,
Article II, Section 5, p. 4; Drafting Committece Report:
Article III, Section 3)

In Altornative A, Scction 5, (p. 4) the date on which
the holdings of gold and gold-convertible exchange of mom=
bers should be ostablished for theo purposcs of determination
of initlal payments was left blank. The Cormittee roccommends
that this date should be the date of centry into force of
the Agreoment.

13. Dofinitions. (SA/1, Articlo XII, Scction 2, p.47;
Drafting Commlttoe Roport: Article XVIII)

The Committee reccived two drafts of proposed dofini-
tion and roferrcd them to a drafting subcormittec,
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SUPPLEMENTAL RIFORT OF
AD HOC SUBCOMMITTEE A OF COMMITTEE !} OF COMMISSION II
July 13 - 11:30 a.m.

SUGGESTED AVENDMENT TO ALTERNATIVE A, ART. VII
SECT U, PAGE 52

. A meeting of the Ad Hoc Subcommittee A of Committee ) of
Commission II was held on July 13, at 11:30 a.m., at which
representatives from the following countries attended: Cuba,
Indla, Poland, United Kingdom and the United States. The
Chalrman was Sir Chintaman D, Deshmukh of India.,

The meeting considered the question of Immunities from
Taxation, which had been hsld over vending receipt of report
of the Drafting Committee of Commission I (Document #321),
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 l, page
52 of Document #2L5 to read as follows:

(a) The Bank, its assets, property, income snd
1ts operations and transactions sutnorized by this
Agreement shall be exempt and immune from all taxo-
tion and from all customs duties., The Bank shall
also be exempt and imimune from l1ablliity for the col-
lection or payment of any tax or duty,

(b) No tax shall be levied on or in respect of
salarles and emolumeats pald by the Bank to Exccutive
Directers, Alternates, Officials or Imployecs of the
Bank who are not local cltizens, local subjects, or
other local nationals,

(c) No taxution of any kind shall be levied on
any obligation or security issued by the Zank (in-
cluding any dividend or interest thercon) by whomso-
ever held -

(1) which discriminates against such obligation
or security solely bscause of 1ts origin; or

(i1) if the sole jurisdictional basis for such taxa-
tion 1s the place or currency in which it is
1ssued, made payable or paid or the location
of any office of place of business maintained
by the Banlk.

(d) Each member shall take action as is necessary in
1ts own territories for the purpose of making effective
in terms of 1its own law the principles set forth in this
Article. Each member shall inform the Bank of the de-
talled action which it has takern to grant the status,
immunities, and privileges provided for in this Article,
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Working Paper for Drafting Committee
of
COMIISSION IT

Text of Provisiong Recommended
by
Ad Hoc Committee 3b
of Commigsion II
July 14, 19Llh,

ARTICLE V
Doc. 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
exlst, the corresponding members of the Council shall
be selected in agreement with such organizations., The
Council shall advise with the Rank 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 pald their reasonable expenseées
incurred in behalf of the Rank,

Alt. A Section 5. Loan Committees
p. 33

The committees required to report on loans under
Article III, Section 4, shall be apvointed by the Bank,
except that each such committee shall include an expert
selected by the Governor representing the member in which
the project is locgted. The committee may include members
of the technical staff of the Bank.

Alt, A Section 7. Location of Offices

o e
(ALlt. A aporoved as written, subject to decision in
Commission II as to substance.)

Alt., 2 Section 8. Depositories
p. 36

Subsection (a), (Aporoved as written.)

Alt. A Section 11. Publication of Reports
P. 39

The Bank shall publiesh an annual report containing an
audited statement of its accounts and shall issue at

NONE OF THIS MATERIAL IS FOR PUBLICATION UNTIL OFFICIALLY RELEASED,
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Alt, A
p. 40

NONE OF THIS MATERIAL IS FOR PUBLICATION UNTIL OFFICTALLY RELEASED.
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0,

intervals of three months or less a summary statement of
its financisl position and a »nrofit and lose statement
showing the resgults of 1ts operations.

The Bank may publish such other reports as it deems
desirgble for carrying out its purposes and policies.

Copies of all reports, statements and publlications
issued under this section shall be regularly distributed
to member countries.

Section 12. Allocation of Income

—

The. Board of Governors shall determine annually what
part of the Bank's net inccme shall be placed to reserve
and what part, if any, shall be disftributed.

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 hasls of the amount by

which at the end of the fiscal year the amount psid on
the par value of its shares exceeds the amount of its
currency held by the Bank; and the balance to all members
in proportion to thelr shares. Payments to each member
shall be made in its own currency.

Doc., 3&L
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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,.SeS«Re
French Delegation U.Ke
Cuba U.S.A.

Chairman: Miguel Lopez Pumarejo (Colombia)

Heporfing
Deleczate: M. He de Kock (Union of South Africa)

Secoretary: Mordecal Ezekiel

Assignment: Pages 29-40, excluding 34, 37, and 39.

The Committee met at 9:40 a.m., with all members present.
Action was taken on sections as follows:

Sectlion 4, page. 32--Advisory Council. The draft recom-

mended by Committee 3a was discussed and approved with minor
amendments to ready

"There shall be an Advisory Council of not less than seven
persons selecteg 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 wlde a representation of citizenship of members as
possibles In those flelds where specialized international
organizations exist; the corresponding members of the Council
shall be selected in agrecment with such organizations. The
Council shall advise with the Bank on matters of gensral policy.
The Council shall meet annually and on such other occasions as
the Fank may request.

"Councillors shall scrve for two years and may be reep-
pointeds They shall be pald their reasonable =xpenses incur-
red 1n behalf of the Bank,"

Section 5, page 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
Artlicle 3, Section 4 shall be appointed by the Bank except
that 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."

Section 7, page 35--Location of Offices. A majority of
the menbers 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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B

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 expeirs. The committee therefore reports the mat-
ter in disagreew.unt.

Section 8, page 36--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 38=~Protection of issets. Final action
on this section was deferred until the final Fund language 1s
available - after a discussion of whether a gold clause should
be ineluded in this seetion, a special subcommittee was set up
to examine this problem.

Section 11, page 39-~Publication of Reports. Although
this section had already been referred direct to the Drafting
Committee, the ad hoc committece on scanning it felt that some
addition was needed to adapt 1t 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:

"Coples 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 modiiied to pla.cc ressponsibility in the Board of Governors,
and to substitut~ “all" members for "the" members in the third

line for the er . and approved as amended.
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APPENDIX I

Conmittee 3 of Commission II
Subecommittes 3b,

Resume of ictions at Meetings through July 14, 1944,

Artlcle V, Section 1, Alt. 4,
pp 29, 29a

article V, Section 2, Alt. A;
p 30

Article V, Section 3, a-h, Alts A4,
pp 31, 31la

Article V, Section 3
pp 3la, 31lb

i-1, Alt. A,

-

Article V; Section 3, m and re-
ma inder, Alt. A, pp 3le, 314

Artlicle V, Section 4, Alt: 4, p 32
Article V, Section 5, Alti A; p 33
artlcle V, Section 7, Alt: 4,

p 35
Article V, Section 8a; Alt. A,

p 36

article V, Section 8b, Alt. A4,.
p 36

Article V, Section 10, Alt. A,
p 38

Article V, Section 11, Alt. A,
p 39

Article V, Section 12, Alt. A,
p 40

Doc. #385

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 dlsagreement being reported
to Commission IT.

Accepted.

Deferred, pending decision on
Fund langunge.

Deferred, pending report of
Special Subcommitteec.

Agreed to recommend to Commis-
sion addition to provide dis-

tribution of reporte. to mem-

bers.

Accepted, after amendment.
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July 14,

The Secretariat has prepared the following summary of the

status of the dosument:

Art, I
Art., II, Sections 1-6,
inclusive.
Scetion 7
" 8
" 9
Art. III, Section 1
n 2
” 3 Committee 2
i 4 ”
Preanble Committee 2
(1) Committee 2
(2)
(3)
(4) Committee 2
(5)
Scetion 5 Committee 2
Section 6
Art. IV, Section 1
i 2 Committee 2
W 3
- 4 Committee 2
i 5
. 6 Committee 2
y 7 Committee 2
11 8
11 9
w10
Art. V, Sections 1-5,
inclusive. Committee 3
Section 6 -« To
" 7 Committee 3
. 8 Committee 3
11 9
" 10 Committee 3
{1 1 1
r 12 Committee 3
: 13 - Included in Article
Art . uT Committee 3
Art. VII, Seﬁtion 1
2
" 3 Committee 4
g 4 Committee 4
Art. VIIX
Art. IX, Seetion 1

In Committes

Approved by

Commission

Drafting

Committee

Commission
Commission

Drafting

Committee

Commission

Drafting

Drafting
Prafting

Drafting

Drafting
Drafting
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July 1k, 194k

COMMISSION II

Third Report of Drafting Committee

The Drafting Committee met at 8:30 P.M, on July 13%th
and considered the matters referred to it arising out of the
reporte submitted at the Commission meeting on the same day.
The Committee took the following action:

(1) Document #340, First Report of the Drafting Committee.

Article V, Section 13, should be omitted, since
1ts provisions have been included elsewhere in sa/3.

(2) Document #330, Revort of Ad Foc Committee la.

(a) Article IT, Section 1 (page 3 of SA/3) was
approved,

(b) Article VI, Section U4 (page U5 of SA/3) was
drafted to read as follows:

Any member which ceases to be a member of
the Internstional Monetary Fund shall imme-
diately cease to be a member of the Bank,

unless the Bank by per cent of 1ts
ageregate votee favors 1lts remaining as a
member.

In sccordance with the instructions of the
Commission, this draft was transmitted to
Ad Hoc Committee 3c, which is to make recom-
mendationgs as to the per cent to be requlred.

(3) Document #33%1, Report of Subcommittee 1b.

(a) Article TI, Section 2(page Ua, Doc. #331)
aporoved.

(b) Article II, Section 3 (pege 5a, Doc. #331)
aporoved,

(c) Article TI, Sections 4 and 5. These Sections
will be dealt with in the fourth report of the
fommittee.

(d) Article II, Section 6 (page &b, Doc., #331)
approved.,

(L) Document #337, Report of Ad Hoc 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 PUBLICATION UNTIL OFFICTIALLY RELEASED,

July 14, 194k
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(b)
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Subsections 2 and 5 were approved and 3 was
redrafted. These three subsections are con-
tained on the attached sheet.

Article III, Section 6, (page 2, Doc. #337)
approved.

(c¢) Article IV, Section 1 (page 3, Doc. #337)

(d)
(5) Docun
(a)
(b)
(c)
The Commit

matters be endo

approved,

Article IV, Section 3 (page 21 of SA/3)
Alternative A, approved,

¢.t #35U4, Report of Ad Hoc Committee 3a.
Articlé ITI, Section 2, Alternative A (page 13
of 84/3%) avoroved as amended, (The amended
Article is contained in the attached sheet.)

Article V, Section 6 (page 34 of SA/3) and
point (2) of Alternative F (page 15c of SA/3).
These Sectionsg will be dealt with in the fourth
report of the Committee.

Article V, Section 1 (b) (5). The subcommittee's
amended wording was essentially approved. This
subgection therefore reads as follows:

Making acreements to cooperate with other
international organizations, other than agree-
ments of a temporary and administrative
character.

tee recommends that its action on the foregoling
rsed by the Commission.

NONE OF THIS IMATERIAL IS FOR PUBLICATION UNTIL OFFICTALLY RELEASED.

July 14, 19ukb
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ARTICLE III

Section 2. Agencies Dealing with the Bank.

Except as otherwise indicated in this Agreement, the
Bank shall conduct its business only with or through the
governments of the members, their central banks, stebiliza-
tion funds, and other similar fiscal agencles, the Interna=
tional Mcnetary Fund, and other international agsncles

participated in primarily by members of the Bank,

Section lj. Conditions on which Bank may Guarantee
or Make Loans

(2) The Bank is satisfied that in the prevailing mar-
ket conditions the borrower would be unable otherwise to

securs the funds under conditlons vhich in the opinion of

the Bank are reasonabls for the borrowsar.

(3) A competent committes, after a careful study of the

merits of the proposal, has submitted a written report recomw

mending the project.

(5) 1In guaranteeing a loan made by other investors, the

Bank receives compensation for 1its risk.

NONE OF THIS MATERIAL IS FOR PUBLICATION UNTIL OFFICIALLY
RELSASED

July 14, 1944
Doc. #3%9
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RCPORT OF AD HOC COMMITTEE II OF

COMMISSION II

July 15, 1944

On July 14, a speclal subcommittee of the Ad Foe
cnmmlttee met to consider the question of agricultural
Loans referred to 1t by the Commission at its meeting of
Iuly 13, The aAd Iloc anmittﬁﬁ subsequently held regular

sions to consider those sections of Articles III and IV
which Lad been referred to 1it,

The observer of the United Natio:is Interim Conmmission
on Food and Agriculture, Mr, Twentyman, appeared before
the Committec and the problems presented by the Interim
Commission were given consideration by the Committec.

To make 1its position clear the Committee adepted para-
graph 6 of article III, Ssction 4 (Appendix, page 15g)
of this report,

The Committec recommends to the Commission that
in the future the reports of subcommittees avold intere
pretive qualifications of text submitted, and qupbdsts
that only text reported ang adnpted gshall be regarded
as authoritativec.

The Drafting Committec of the Commission has
presented its draft of Paragraphs 2, 3, and 5 of Arti- =
cle III, Sectlon 4, The first and faurth paragraphs of
this section had been referred back to the Committee
for rﬁvisionsg A complete draft of the entire sectilon
as reported by the Drafting Committee end approved by
hd Hoe Bﬁmmittlk IT is given in this report. (Appendix,
page 1 )

Severel sections had been referred to & snecial

subconmittee for re-drafting, The new draft has in-
corporated matarial from earlier sections which replaces
material in Document 245. The substence of Artiecle ITI,

Section 5, page 17, Document #245 and Article 1V,
Section 3, page 18, has been incorporated in the now
Article IV, Sections 2 and 3, appended hereto.

The present text of article IV, Section 2 (Appendix,
page 20b of thls Document), has becn approved by the
Committee and 1s P“Cﬁnﬂ’nGuﬂ for the approval of the )
Commission. Article IV, Section 3 and Scetion 4, Para-
graph A, were approvcd in substance by the Committee and
were rewritten in accordnncs with the instructions of the
ad Hoc Committee. (Appendix, pages 2la snd 22f.)

SImiTar action was taksn by the Committee regarding
Article IV, Sections 6 and 7 whose texts are given here
¢s drawn by the Drafting Subcokmittee.

Respectively submitted by:
E. I. MONTOULIEU

Chairman

Doce #394
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Report of Quota Committce of
C\“IT'IT‘].D sicn A

July 15,194

The Quota Commlttee of Commission I met at 10
asme. on July 15 and agreed to recomnend to Commission
1 the following text for Schedule A:

QUOTAS (In millions of
dollers)
y ) Australia 200
4 Belgium- 225 ——
" Bolivia 10
Brazil 150
Canada 300
Chile 50
t Ching =—— )
Lolumbia
Costa Rica
Cuba
). Czechoslovakila
Denmarks:
Dominican Republic
Ecuador
Egypt
k1l Salvador
Ethiopia
France i
Greece
Gua temala
Haiti
Honduras
Iceland
! in a i. a
Iran
Iraq
Liberia
- Luxembourg
7T Mexico
} Netherlands
, New Zealand
Nicaragua
Norway
Panama
Paraguay
Peru
Philippine Commonwenlth
Poland
Union of South Afric
; Union of Soviet Soc ﬁulist
i Republics
*United Kingdom
United States
Uruzuey
Venczuela
I Yugoslavia gy

¥l
S LW gL
O

J1
nun o Own C

"W,

| f
\
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) NN

N S

oM HMN

OO

Total 880( : / 7

#The quota of Denmark shall be determined by the
Fund after Denmark accepts membership in accordance|
with Article XIX, Section l. 1

Doc«#%95
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The Committee's recommendation was unanimous wilth
the exception of reservations by China, Egypt, the French
Delegation, India and New Zealand.

The Mexican Delegation agreed to relinguish $10 mil-
Ylon of its quota in favor of $5 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,

LgygﬁJM, Vinson, Chairmaé]

Doc. 395
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Report of Quota Committece of
Commlission I

July 15,194k s

The Quota Committee of Commission I met at 10
Q.m. On July 15 and agreed to recommend to Commission
I the following text for Schedule A:

QUOTAS (In millions of

dollars)
Australia 200
Belgium- 225
Bolivia 10
Brazil 150
Canada 300
Chile 50
China 550
Columbia 50
Costa Rica 5
Cuba 50
Czechoslovakia 125
Denmark:: 3%
Dominican Republic 5
Ecuador 5
Egypt L5

El Salvador 2.5
Ethiopia 6
France MPO
Greece 10
Guatemala 5
Haiti 5

Honduras 2¢5
Iceland 1
India LOC
Iran 25
Iraq é

Liberia 5
Luxembourg 10
Mexico 90
Netherlands 275
New Zealnnd 50
Nicaragua 2
Norway 50

Panama 5
araguay 2
Peru 2%
Philippine Commonwealth 1.5
Poland 125
Union of South Africa 100

Union of Soviet Socialist

Republics 1200
United Kingdom 1300
United States 2750
Uruguay 15
Venczuela 15
Yugoslavia 60
Total 8800

#The quota of Denmark shall be detcermined by the
Fund after Denmark accepts membership in accordance

with Article XIX, Section 1.

Doc«#3%95
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The Committee's recommendation was unanimous with
the exceptlon of reservations by China, Egypt, the French
Delegation, Ipdla pnd New Zealand.

The Mexican Delegation agreed to relinquish $10 mil-~
lion of its quota in favor of $5 million each for Colombia
and Chile., The above table includes these readjustments.

The Committee was composcd as follows: Belgium,
Brazll, Canada, China, Cuba, Czechoslovakila, Egypt, French
Delegation, India, Mexico, New Zealand, Norway, United
Kingdom, Union of Soviet Socialist Republics, United States,
Chairman.

Fred M. Vinson, Chairman

Doc. 395
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Report of the Meeting of the ad hoc Com-
mittee 2 of Commission II

July 15, 1944 - 10 a.m,

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 Committees
In paragraph (1), third line, substitute "which 1s" 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.,

Artlecle IV, Section 3 was amended by lnserting in para-
graph (d) the words "in exceptional clrcumstances" 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, eteceotc." With this a-
\ - mendment it is recommended to the Commission for adoption.

The Committee approved Article IV, Seection 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 MATZIRIAL IS FOR PUBLICATION UNTIL OFFICIALLY RELEASED

Doc. #3909
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CF

THE INTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT

The Governments on whose behalf the present agreement

is silgned 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, includlng the restoration of econ-

omiees 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 invertment by means of
guarantees or participations in loans and other investments
made by private investors; and when private capital 1is not
available on reasonasble terms, to supplement private invest-
ment by providing, on sultable conditions, flnance for pro-
ductive purposes out of its own capltal, funds ralsed 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

Doc. 4‘.[.68




assisting in raising productivity, the standard of 1living and
conditions of labor in their territories.

4, To arrange the loans made or guaranteed by 1t 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 sbout a smooth trensition from

a wartime to a peacetlime economy.

The Bank shall be guided in all 1ts decisions by the

purpoges get forth above,

Article IT

MEMBERSHIP IN AND CAPITAL OF THE BANK

Section 1. Membership.

(a) The original members of the Bank shall be those
members of the International Monetary Fund which aecept
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 Bank.

Article IT

Section 2. Authorized capital.

The authorized capltal stock of the Bank shall be
#10,000,000,000, 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 avallable for
subgeription only by members.

The capltal stock may be increased when the Bank deems

it advigable by three-fourths of the total of the voting power.

Doc., hﬁﬁ- i




Section 3. Subscription of shares,

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

be subscribed by other members shall be determined by the

Bank. The Bank shall reserve a sufficient portion of its
capltal stock for subscription by such members,

(b) The Bank shall prescribe rules laying down the
conditions under which menbers may subscribe further shares
of the authorized capital stock of the Bank in addition to
thelr minimum subscriptions.

(c) If the authorized capital stock of the Bank is

increascd, each member shall have a reasonable opportunity

to subscrlbs a proportion of the increasc of stock equiva-
lent to the proportion which its stock theretofore sub-
scribed bears to the total capital stock of the Bank under
such conditions as the Bank shall decide, but no momber
shall bc obligated to subscribe any part of the increased
capltal,

Scction 4. lssuc price of sharcs.

Sharcs included in the minimum subscripticns of origi-
nal members shall be 1lssucd at par. Other éhnres shall be
i1ssued at par unless the Bank by a majority of the total
voting power decldcs in spccial circumstances to issuc them

on other torms,

P T
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Section 5. Division and calls of subscribed capital.

The subscription of each member shall be divided

into two parts as follows:

(1) twenty percent shall be paid or
subject to call under Secction 7(i)
of this Article as nceceded 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 1(a)(ii) and Scction (a)(iii)
below.
Calls on unpaid subscriptions shall be uniform on all
shares,

Section 6, Limitation on liability.

Liabllity on shares shall be limited to the unpaild
portion of the issue price of the shares,

Scction 7. Method of payment for subscriptions for
shares, i

Payment of subscriptions for shares shall be madc
in gold or United States dollars and in the currencics
of the members as follows:

(1) wunder Scction 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 1in the

currency of the member;
=ly-

Doc, 6B




(i1) when the call 1s made under
Section 5(11) of this Article,
payment may be made at the option
of the member either in geld,

U, 8, dollars om in the eurrency
required to discharge the obliga-
tions of the Bank for the purpose
for which the call has been made;
(11i1) when a member makes payments in
any currency under (i) and (11)
above, such payments shall be
made in amounts equal in value
to ti® 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 8. 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(1i) of this Article shall be paid as and when
called for by the Bank, provided

(1) the Bank shall call up not less
than 10 percent of the price of
the share within one year of 1ts
beginning operations and

(ii) that not more than 5 percent of
the value of the share shall be
called up in any periocd of three

months,

4 =
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REPORT SUBMITTED TO COMMISSION III BY COMMITTEE 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 IIT held at 5:00 p.m, on
July 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 was
the 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 the
unanimous decision of Committee 2 to place the following recom-
mendation, submitted jointly by the Norwegian and Netherlands
Delegations, before Commission IIT 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 Delegation
withdrew 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 principles, The Committee
further recommends that the present draft be referred by the
Commission 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:

. #481 (470)




WHEREAS :

l. In anticipation of thelr impending defeat, enemy lead-
ers, enemy nationals and their assoclctes 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 perpetuete their influence,
power, and ability to plan anew future asggrandigement znd world
domination. The efforts of the United Nations to establish and
permanently maintain peaceful internstional relations after the
conclusion of the present war would thereby be jecpardized.

2. Throughout the past four years enemy countries and
their nationals have taken the property of occupied countrics
and their nationals. Enemy methods heave ranged from open loot
and plunder of currency, gold, securities, and other movable
property, to subtle and complex devices, including the estsb-
lishment of puppet governments in occupied territories, designed
to give the cloak of legulity to their robbery and to seccure
for themselves ownership and control of important financial
and economic cnterprises in the postwsr period despite the im-
pending defeat of their armed forces. To ensure their success
and to frustrate thc efforts of postliocration governments to
undo their work, they have, through salcs and other methods of
transfer, run the chain of thcir ownership snd control through
forelgn countries, both occupicd and neutrel, thus making the
problem of disclosure and disentenglement one of intecrnetional
character.

3. Throughout the past four years as the enemy has occupied
additional countries, the residents, undcr 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 dcclere invelid any tremsfers of property belong-
ing to persons within occupied territory. They have adopted
special controls and other mecasures not only to protect and safe-
guard property, within their respective jurisdiction, owned by
occupled countries and their nationals, but ~lso 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 consideretions,
the United Nations Monetary end Financial Conference:

(]
e
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I. Notes with satlsfactlion the establishment by t he
United Nations of machinery designed toa ssist the nations of

the world in

(a) uncovering, segregating, controlling, and making
appropriate disposition of enemy a ssets;

(b) locating and tracing ownership and control of looted
property and taking approprlate measures to make restoration
to its lawful owners.

IT. Recommends that all Governments represented et t his
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 disvosi-
tlon or transfer within territories subject to thelr juris-
diction of any

(1) assets belongling to the Government or any
Individuals of institutions within those United Nations
occupled by the enemy; and

(a) looted gold, currency, art objects, securitiles,
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-lliberation authoritises 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 otherwlse within countries
subject to thelr 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, thelr assoclates 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
Chalirman of Commission III

7/19/44
Déc./$481 (470) 3




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 instru-
ments referred to in Section 2(a) of this Article have
been deposited on their behalf, but in no event shall
thls Agreement enter into force before May 1, 1945,

Sectlion 2. Signature.

(a) Tach government on whose behalf this Agreement
is signed éhall deposit with the Government of the United
States of America an instrument setting forth that it has
accepted thls Agreement in accordance with its law and has
taken all steps necessary to enable it to carry out all
of its obligations under this Agreement.

(b) Each government shall become a member of the
Bank as from the date of the deposit on its behalf of the
Instrument referred to in (a) above, except that no gov-
ernment shall become a member before this Agreement enters
into force under Section 1 of this Article.

(c) The Government of the United States of America
shall inform the governments of all countries whose names
are set forth in Schedule A, and all governments whose
membershlip 1s approved in accordance with Article II,
Sectlon 1(b), of all signatures of this Agreement and of

the deposit of all instruments referred to in (a) above,
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(d) At the time this Agreement is signed on its
behalf, each government shall transmit to the Government
of the United States of America one-twentieth of one per-
cent of the priece of each share in gold or United States
dollars for the purpose of meeting administrative expenses
of the Banke. Thls payment shall be credited on account of
the payment to be made 1in accordance with Article II, Sec-
tlon B(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 1nitlal meeting has been called under Section 3
of thils 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.

() This Agreement shall remain open for slgnature

at Washington on behalf of the governments of the countries
whose names are set forth in Schedule A until December 51,
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 1(b).

(g) By theilr signature of this Agreement, all govern-
ments accept 1t both on their own behalf and in respect
of all their colonies, overseas territoriss, all territories
under their protection, suzerainty, or authority and all

territories 1in respect of which they exercise a mandate.

Doc. #484, 3=



(h) In the case of governments whose metropolltan
territ&ries have been under enemy occupation, the deposit
of the instrument referred to in (a) above may be delayed
until one hundred and elighty 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 voild and the portion of
its subscription paid under (d) above shall be returned to it,

(1) Paragrapvhs (d) and (h) shall come into force with
regard to each signatory government as from the date of its
slgnature,

Section 35, Inauguration of the Fand.

(a) .As soon as thils Agreement enters into force under
Section 1 of this Article, each member chall appoint a
governor and fthe member to whom the largest number of shares
1s allocated in Schedule A shall call the first meeting

of the Board of Governors,

(b) At the first meeting of the Board of Governors,
arrangements shall be made for the selection of provicional
Executive Directors., The govermments of the five countries,
to which the largest number of shares are allocated in
Schedule A, shall appoint provisional Executive Directors,
If one or more of such governments have not become members,
the executive directorships which they would be entitled
to £ill shall remain vacant until they become members, or
until January 1, 1946, whichever 1s the ¢arlier, Scven
provisional Executive Directors shall be elected in accord-

ance with the provisions of Schedule B and shall remsain 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,

(¢) 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
coples to all governments whose nemes are set forth in
Schedule A and to all governmentg whose membership is

approved in accordance with Artiele II, Section 1(b)e
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SCHEDULE B

Flection of Executive Direcctors

: The election of the elective Executive Directaors
shall be by ballot of the Governors eligible to vote
under Article V, Section 4 (b).

2. In balloting for the elective Ixecutive 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,

Se When seven persons are not elected on the first
ballot, a second ballot shall be held in which the per-
son who received the lewest 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 eligible votes, the
fifteen percent shall be deemed to include, first,

the votes of the Governor casting the largest number

of votes for such person, then the votes of the Governor
casting the next largest number, and so on until fifteen

percent 1s reached,




Se 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 “ected, the
seventh may be elected by a slmple majority of the
remaining votes and shall be deemed to have been

elected by all such votes,
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