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The United States Executive Director - International Bank - has
inquired whether the provisions of Article IV, Section 2 (a), of the
Articles of Agreement would entitle tln'mito&
2%do:p§tdpaidinﬁn1ﬂ States dollars under Article I', Sec-
tion 7 (1)

Article 17, Section 7 (i), provides as followss
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(1):-”. eicent of the price of sach share shall

isticle TV, Seetion 2 (a), providess P\

WCurvencies paid into the Bank under Article II, Section fai
7(1),um11h1ondm11uthmmm1mmhm % bty P
of the member whose currency is involved; provided, however, A
that if necessary, after the Bank's subsoribed capital has 'Y
been entirely called, such currencies shall, without restrice ,
tion by the members whose currencies are offered, be used il
ormhmdrorthimmciunqundtomtcontmtul i
payments of interest, other charges or amortisation on the [\
Bank's own borrowings, or to meet the Bank's liabilities b
with respect to such contractual payments on loans guaranteed
by the Bank,® '

Tt will be noted that Section 7 establishes two means of payment-

for subserdptions for shavess (1) gold or United States dollars and
(2) the currencies of the senbers, This dichotomy is established both
inthuprambloofs“tun'?mdahommntm (i) where it is |
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provided that 2f of the price of each share shall be paid in "gold or
United States dollars" and the remaining 18% in the "currency of the
member”., It is evident, therefore, that the term "United States dollare"
is used as an equivalent of gold and should not be confused with “currencies
of the members®, the latter phrase meaning each member's local curremcy.

Turning now to Section 2 of Article IV, it will be seen that the phrase
"gurrencies paid into the bank" is synonymous with the phrase "currencies
of the members" as used in the preamble of Section 7 and the phrase
"gurrency of the member" As {(1). And since the term
"curpencies" a8 used in Section 7 means each member's local currency, the

in Section ' of a loan by the “member whose
currency is involved" must ref to the 18% paid in the "“currency
of the member" and not to the must be pai "gold" or ite
equivalent, "United States dollars™,
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That the term "United States dollars" is not to be confused with
"gurrency” of the members is substantiated by Section 8 which makes
different provision for the time of payment of the "two percent payable
#+e in gold or United States dollars® and the 18% payable in the "currency"
of the mewber.

Seetion

This interpretation is bomme out by the history of Article II,

7 (1). Until the various provisions were submitted to the Drafting
Committee at Bretton Woods, all of the proposals had referred to a partial
payment in gold and mone had mentioned U, 5. dollars as a substitute. One
draft was presented which spoke of & partial payment in "gold or gold=
gonvertible currency" (Document 245, p. 6a), but this could not have caused
any awkward result as the term would include currencies of non-members
which obviously would have mo right of approval, The first use of
"United States dollars" as an altermative for gold appeared in the Report
of the Drafting Committee (Document 468, p. 4). This addition was presented
without any written explanation and it must be assumed, therefore, that mo
substantive change was intended,

Note should also be taken of the sbsurd situation that would result
if the United States claimed control over dollars peid under Article II,
Sechion 7 (1). The Bank could take gold pald under that section, sell it
for dollars and lend the dollars without seeking United States approval.
This action would be permissible under subsection (d) of Section 2 of
Artigle IV = part of the section under which any United States
to

The obvious conclusion from the foregoing argument is that the
United States does not have the privilege of controlling the disposition
of the 2% of capital paid in under Article 1I, Section 7 (1).
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of these privileges.

irticle 1V, Section 2 (a), does not entitle the United States to

control United States dollars paid in under Article II, Sectiom 7 (i).



