Treasury Depart.mem’
Division of Monetary Res ch

Date.. Febs 2U,. .. 1945

To: e Bermstein, &mvh'w

———

From: Mr, Horne

I have gone over this draft of an
annotated edition of S. 540. It appears
to be well done, and perhaps as lucid
as it can be made.

I have suggested a few piddling
editorial changes.,




Mr. Brenner




February 22, 1945
¥r. Thite

Er. Luxford

Ee He Jernstein suggested the other day that it might be very
helpful to the public if we were to publish an annotated discussion of
the Bretten voods bill, secticn by section,

vick Prenner has prepared an annotation of this character which
I think serves the purpese if we are interested in taking this actien,
It may be, however, that we should consider having one of Feltus' men
go over the matter from the standpolit of simplification.

I suggest Lhat we discuss this at ow next meeting.

(W) sy

CCs Nre "Oonuell
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lir. Yeltus
ir. Cremrar

Attach,

RFLinrd - 2/22/45
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Last July, &t President Roosevelt's invitati
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The text of each section of the BFill is printed below and each section
is followed by & brief amotation,

SHORT TITLE
Section 1s This Act may be clted as the "Hretton VWoods Agreements

Hote: The short title identifies the leglslation with
the agreemente drafted at Mretton Scods last Muly.

mwmmr
Sece 2. The President is heredy authorised to accept membership for

rnational Honetary
to as the "Pund"), and in the International Bank for Aeconstruction and Dewvelop=
referred t0 as the "Bank"), provided for Uy the Articles of
Agreenent of the Fund and the Articles of Agreement of the Bank as set forth in
the Final Act of the United Nations MYonetary snd Financial Corference dated
the archi

|

and with the advice and consent of the Senate,
shall appoint & governor of the Fund and an alternate, and & governor of the
The term of office of each shall be five years. The
President, by and with the advice and consent of the Senate, shall appoint an
executive director of the Bark, who shall

also serve ad provisional executive directors for the purposes of the respective
Articlos of Agreement, The term of office of each shall be two years, but they
shall continue in office until thelr successors are appointed. ZEach emsoutive

director shall, with the sporoval of the Prerident, appoint an altemnate, Gover-
nors and their alternstes shall be eligible to appointment either ar executive
e Uo person shall be entitled to receive any

selary or other cospensation from the nited States for services &s a governor,

Note: The “resident, with the coneent of the Senate, ie
to appoint governers and executive directors of the Pund and
the Bank who will represent the 'nited States, le 19 alse
enpowsred, with the consent of the Senate, to appoint alternates
for the governorse Alternates of the executive directors, however,
will be appointed by each exscutive director, with the approval of
the President., This distinetion carries out the intention of the
irticlos of Agroement which visualize the executive director and
his altenate as & closely cooperating tean. In tie selection of
an glternate for an executive director, the executive director
hingelf must be givon wide freedom of cholce.




and

Each gevernor will serve for five years ve
director will serve for two ysars. In view of the fact that the
a

:

Soce ke The President from time to time, but not less frequently than
every six months, shall trans=it tc the “ongress & report with respect to the
participetion of the United States in the fund and the Ramk,

Note: Congress will be kept fully informed of the activities
of the Unlted States in relstion to the Fund and the ank, and
also of the work of the governors and executive directors whe
represent the United States,

CERTAIN ACTS ROT TO BE TAKEN WITHOUT

thorizes such action, neither the
President nor any person or agency shall en behalf of the United States (a)
Inited “tates under

5
|
:
;
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:

e %
This section prohibity the maekisng of fundasentel
the Mund and the Pank or in the participation of
the ‘mited States in these institutions unless Congress approves
such changes. Specifically, it )prohibité the following things:
1. Any change in the quota of the United States in the
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Sece B, (a)Mm(e)deQ:

or &
of m”. an amended ‘u.soc.. title n. 8aCoe 3220). L3
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Any payment made to the United States Ly the
ik as a distribution of netd income ohall be covered i

Treasury as & mifScellaneous receipt.

3
mm

or
the

(d)



ofe

Note: This section provides for the puyyment of the United
itates subseriptions to the Fund and the Bank, The subseription
of the United States to the Fund 1s $2,750 millfen, The maximm
1iability of the Inited ftates on its shares of stock in the Bank

the
" subsucticn (a) directs the Secretary of the Treasury %6 use
Ao $1,800 million of the present stadiliszation fund to pay part .f

limitation which the stabilisation fund te-e=pize every tw
years., In view of the faect that subscription to the International

Fund will reduge the stabilisation fund to §200
this tine limitation 15 omitted and the stabilization fund becomes ‘
permanent, The smaller stad!lisation fund will continue %o be extremely

useful in commectlon with stabilisation operations with es which
are of particular interest to the United “tatesg vl 2ory Woa
Miv‘-’ﬁ{t-rf /.’-«ii;-f?r:-" J{/n'.’(:nfn.'{" . " 7- .‘-"'“——-....\JN.}NN\

Subsection (b) mutheriges the Secretary of the Treasury to lssue

mumwm.mm-mmn:.
iscued and to wse the proceeds part of the United &
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Note: Under the Fund Agreement, the United “tates must (KA o
hmﬂnthommwrwth-umm ,42'
performance of the Pund's operationsy The Fund can require
information for example, the foreign holdings of the
United States and ite citisens, the on of gold in the
United States, the volume of exports United “tates and

u- participation in Pund and the Bank, 3
iy ng f'fu«,m et g har Artbans s Lot q_ ;,,{_/“ ;W»{u Fpaen?,

ﬁ%m WITH FOREIGN ./ ,_.r,,;,‘,._..((, ’
’ ;.’f\.r'(ll ‘(“'I u‘t:f.l\ m &-'ni sV"i} £p‘

Sece 10, The Act entitled "An Act to prohibit financial transactions
with any foreign government in defsult on its umnmulmu-,
approved April 13, 193k (UsS.C., title 31, secs )s is amended by adding at
the end thereof a new section to read as follows:

"Sece J. mqtmmu-mmd
International tuvMuiorthInﬁ or
construction and Development Act shall not apply to the
or purchase of bends m{u- or other obligations of sueh
government or any ﬁulnw d.anthouofcr

tion or assocliation acting for or en wumwc
pmumnmm,aum-km any loan to such govern-
ment, political subdivision, ergenisation mecuuon.'

¢t This section amends the "Johnson Aot" which was enacted
in 3. That Aet prohibits any person from purchasing the securities
of , or lending money to, governments which are in defsult on their
ong to the Govermment of the United States. VWhen the United
States becomes & mesber of the Fund and the Bank, some modificatioms
of the "Johnson Agt" will be essential. "
LA

This asendment of the "Johnson Act" offers $eo advantages. In
the first place, twﬂlhndﬁﬁm&limunufﬂnmfﬂ-
countries Mdm in default on their obligstions to the United
Mtommmutumum e They will be sube
Joot to the "Johnson Agt" restrictions if they fail to or withe
drawe M.Mtnﬂnm and Fank will bute to
the financial stability of member countries. Private investors should
have the benmefit otWMmhMgmﬂt. ?fu-‘qu’..r,
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JURISDICTION AND VENUE

S AND PRIVILEGES

STATUS
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(3) The assets and the archives of the Pund and the Bank

will be free from all types of interferencej

Bank will be

(k) Tue

treated with the
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The officlale and employees of the Fund and the Bank
will be given the same treatment as diplomatsj
The

|
Mind and the Bapk will be imsune from taxation ,

If the Dank should ever decide to wind up its affaire it would
distribute all of its assets to the wenmber countries. Each country

the Bank be entitled to the sane privileges
and imsonities with respect to these assets which the Bank had prior
L
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