FROM MR, O'CONNELL




AL

February 22, 1945
Mr. White

My, Luxford

B+ M, Pernstein suggested the other day that it might be very
helpful to the public if we were to publigh an amnotated discussion of
the Bretton Woods bill, section by section.

Dick Brenner has prepared an annotation of this character which
I think serves the purpose if we are interested in taking thds action.
It may be, however, that we should consider having one of Feltus' memn
go over the matter from the standpoint of simplification.

1 suggest that we discuss this at owr next meeting.

N B4

CC: Mr. O'Connell:
Mre. E.d. Bernstein

¥r. Breuer

Attach.
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THE FRETTON WOOUS AGREEMENTS BILL

INTRODICTION

form of Articles of Agreement, for the consideration




The text of each section of the Bill is printed below and sach section
is followed by a brief ammotation,

SHORT TITLE

Section 1l¢ This Act may be c¢lted as the "Eretton Woods Agreements
Act".

Notes The short title identifies the legislation with
the agreements drafted at Bretton Woods last July.

ACCEPTANGE OF KEMBERSHIP

Sece 2¢ The President is hereby authorised to accept membership for
the United States in the Imternational Monetary Fund (hereinafter referred
to as the "Pund"), and in the Internationsl Bank for Reconstruction and Develop-
ment (hereinafter referred to as the "Bank"), provided for by the Articles of
Agrecment of the Pund and the Articles of Agresment of the Bank as set forth in
the Final Aot of the United Nations Nonetary and Financial Conference dated -
wa.m&,wmuumm'ndmwum.

Note: The President is authorised to accept membership
for the United States in the Fund and the Bank,

APPO OF GOVERNORS AND EXECUTIVE DIRECTORS
Sece 3o The President, by and with the advice and consent of the Senate,
shall appoint a governor of the Fund and an alternate, and & governor of the

Bank and an alternate, The term of office of each shall be fMve years. The
President, by and with the advice and congent of the Senate, shall appoint an
executive director of the Fund and an executive director of the Bank, who shall
also serve as provigional executive directors for the purposes of the respective
Articles of Agreement, The term of office of each shall be two years, but they
shall continue in office until their successors are appointeds Each executiwe
director shall, with the approval of the President, appoint an alternate. Oover-
nors and their alternates shall be eligible to appointment either &s executive
directors or as their alternates, lNo person shall be entitled to receive any
salary or other compensation from the United States for services as a governor,
executive director, or alternate.

Note: The Fresident, with the consent of the Senate, is
to appoint governors and executive directors of the Fund and
the Bank who will represont the inited Statess He 1s also
empowered, with the gonsent of the Senate, to appoint alternates
for the governors, Alternates of the executive directors, however,
will be appointed by each executive director, with the approval of
the President., This distinetion carries out the intention of the
Articles of Agreement which visualize the executive director and
his alternate as a closely cooperating team, In tie selection of
an alternate for an executive director, the executive directer
himself must be givon wide freedom of cholce,
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E. Any inerease in the capital stock of the HRank;
e Any inereace in the subscription of the United

the United “tates dollar, such par value shall
not be commmnlicated as other than 1545/21 grains of gold nine~tenths fine.
the Fund

is created, it will be necessary %o
deternine the initisl par values of the currencies of all member

DEPCSTTORIRS

Any Federal Reserve bank which is reguested to do se by
thlhkﬂl::tuihmuwuuihmm,

PAYMERT OF SUBSCRIPTIONS

Secs B, (a) Subsection (¢) of deetion 10 of the Oold Heserve Act
m’ as m (UQS.CQ, tiu‘ 31. 8eCe 8!2‘). 1' m h m an
H

*(¢) The Secretary of the Treasury is directed to use
$1,800,000,000 of the fund established in this section to pay
part the subscription of the United “tates to the International
Monotary Mund; and any repayment thereof shall be covered into the
Tressury as & miscellanecus receipt.”
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for use only in accordance with subsequent appropristions

be part of the Covernment's genersl receipts and
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Subgection (¢) of
limitation which causes the stabllization fund
In view of the fact that subseripti

The stabilization fund wes created b
Monetary Fund will reduce the stabilisation

permanent, The smaller stabilisation fund will continue to be extremely
useful in comnection with stabilisation operations with countries which

this time limitation is omitted and the stabili
are of particular interest to the United States.

Reserve Agt of 193,

years.
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This method of financing has been used a nusber of times in
the past. It is an appropriate method for ralsing money with
which to make investments rather than expenditures, Other examples
of the use of t/is method are ascts of Congress relating to the
Reconstruction Finance Corporstion, the Federsl Farm Mortgage
Carporation, the Federal Deposit Insurance Corporation, the Home
Omers Loan Corporation, the United States Housing Authority, the
mvmumnv,mmwwmscm&m

Subsection (¢) #s designed to minimtse the cost to the United
tates of participation in the Fund and the Bank, %oth the Pund and

considerably greater
Mngly, the Articles of Agreement rrovide thit the United
can substitute for the dollar balances not needed for operating pure
nonnegotiable, non-intereet bearing notes, psyable on demand.
These notes will place the Fund and the Bank in a poeition to obtain
mmmmmmun-,muuunmmmmam
of the interest cost involved in borrowing the money with which to
pay the subseription to the Fund and the Bank,

HH

(b) eny data of the type which msy be required under section 5(b)
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Note: Under the Pund Agreement, the United States must
0 the Fund information necessary for the successful
perfornance of the Fund's operationse The Fund can require
information concerning, for example, the foreign holdings of the
United States and ite citiszens, the production of pold in the
United States, the volume of exports from the United States and
imports into the United States. This act authorizes
to obtain the necessary information in the mamner and under the
penalties provided in Section 5(b) of the Trading with the enemy
Acte It also suthorises him in the same manner to obtain other
types of information which may be required under the Trading with
the enemy Act and which are essential for the guidance of the
United States in 1ts participation in the Fund and the Bank,.

FINANOIAL TRANSACTIONS WITH FOREIGN
T OOVEINNERNTS IN DEFAULT

Sec. 10. The Act entitled "An Act to prohibit finaneial transactions
with any foreign government in default on its ations to the United States",
approved April 13, 1934 (Us8.C., title 31, secs )s is amended by adding at
the end thereof a new section to read as follows:

government or any political subdivision thereof or of any organisa-
tion or association acting for or on behalf of such
pelitical subdivision, or to the making of any loan to such govern-
ment, political subdivision, organization, or association,"

Notes This section amends the "Johnson Act" which was enacted
in IS That Aet prohibits any person from purchasing the securities
of, or lending money to, governments which are in default
obligations to the Govermment of the United States.
States becomes a member of the Fund and the Bank, some modification:
of the “Johnson Act" will be gssential,

This amendment of the "Johnson Act" offers two advantages. In
the firet place, it will be an additional ineentive for those foreign
countries which are in default on their obligations to the Uni
States to join and remain in the Fund and the Bank, They will
Ject to the "Jolmson Act" restrictions if they fail to join, or wi
drawe Secondly, membership in the Fund and Bank will con
the financial stability of member countries. Private inves
have the benefit of this protection in extending credit.

i




JURISDICTION AND VENUE OF ACTIONS
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STATUS, IMMURITIES AND PRIVILEGES

A

and posses-
]
status,

for by the
the status, imwunities and privileges

inclusive,
artiele VT
vii
of the Bank shall
¢ Territories

upon acceptance of membership by the United States in

gal

s and the establish-

9, both
cles
and

W
personality and

’“m“a“
s section 2(b) of the

article VI, section 5(
of the Articles of
Jtates has accepted membership in the
and the two institutions have been established
%o sequire and dispose of property, and

to bring suit in our courtsy

Briefly,
(1) The Fand and the Bank will have legal

When the United

The provisions of Article IX
Notet
Fund and the Bank

and the first sentence of article VIII
ment of the Fund and the provisions of

sections 2 to 9, both inclusive,
and certain immunities and privileges which are called

they will immediately acquire in the United States a le

Articles of Agreement.
are:

have full force and effect in the United States and it
the ability to contract,

sions
ment of, the Fund and the Bank, respectively.

its property

(2) The Fund will be immune from sult unless it consents
to be sued, and the Bank can be sued but can not have

attached for litigation purposes;

archives of the Fund and the Bank

interference;

3

(k) The communications of the Fund end the Bank will be
treated with the same respect as those of foreign governments}
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(5) The officlals and employees of the Fund and the Bank
will bo given the same treatment as diplomatsj

(6) The Fund and the Bank will be immune from taxation
and each official and employee will be immune from taxation on
his income by any country except that of which he is a citiszen.

If the Bank should ever decide to wind up its affairs it would
distribute all of its assets to the member countries. Each country
Mmmmmnn&ﬂuhmtimdhmmﬂm

and immunities with respect to those assets which the Bank had prior
to distribution.

This section alsoc gives effect to the provision in the Fund
Agreement that when other members have exchange controls which
are consistent with the Agreement, our courts will not enforce
exchange contracts that violate cuch controls.

RBiec 2/21/45




