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Fr. Luxford

Ee Ne Dornstein suggssted the other day that it night be very
belpful to the public if we were to publish an annetated diseussion of
the Bretton 'vods bill, section by section.

Dick Prenser has prepared an annotation of this character whiigh
I think serves the purpose if wo ape interested in taking this astione
It =say be, however, that we should consider having ons of Feltus' =en
£0 over the matter from the standpolnt of simplilfication.

I suggest that we discuss this at owr next meeting.
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The text of each section of the Bill is printed below and each section
is followed by a brief ammotation.

SHORT TITLE

Section 1ls This Act may be cited as the "Bretton Woods Agreements
Act®,

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

ACCEPTANCE OF MEMBERSHIP

Sece. 2. The President is hereby authorigzed to accept membership for
the United States in the International Monetary Fund (hereinafter referred
to as the "Pund"), and in the International Bank for Reconstruction and Develop-
ment (hereinafter referred to as the "Bank"), provided for by the Articles of
Agrecment of the Fund and the Articles of Agreement of the Bank as set forth in
the Final Act of the United Nations Monetary and Financial Conference dated
duly 22, 19kh, and deposited in the archives of the Department of State.

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

APPOINTMENT OF GOVERNORS AND m'rm DIRECTORS

Sec. 3« 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 five years. The
President, by and with the advice and consent of the Senate, shall appoint an
executive director of the FMund and an executive director of the Bank, who shall
also serve as provisional 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 appointed. Bach executive
director shall, with the approval of the President, appoint an alternate. Gover-
nors and their alternates shall be eligible to appointment either as executive
directors or as their alternates. MNo 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 represent the United States. He is also
empowered, with the consent 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 distinction carries out the intention of the
Articles of Agreement which visualize the executive director and
his alternate as a closely cooperating team. In the selection of
an alternate for an executive director, the executive director
himself must be given wide freedom of choice.
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ﬂththmtdthmah,unsemupmm“
uuamanmmmummmmmnnﬂzm
being organized. The word "provisional® has no real significance
80 far as the United States is concerned. It is used in the agree-

preserve a voice in the menagement for countries other than
five largest which accept membership before Jamary 1, 15L6,
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Agreement of the Bank.

Note: This section prohibits the making of fundamental
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the United States in these institutions unless Congress approves
such changes. Specifically, it prohibits the following things:
1. Any change in the quota of the United States in the
Fund;
2. Any change in the par value of the United States
dollar;
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3. Any increase in the capital stock of the Bankj

ke Any increase in the subscription of the United
States to the Bank;

5. The making of any loans to the Fund or the Bank
by any agency of the United States Covernment;

6. The adoption of any amendments to either the Fund
or the Bank agreements.

PAR VALUE OF UNITED STATES DOLLAR

Sec. 6. VWhen the United States is requested by the Fund to
commnicate the par value of the United States dollar, such par value shall
not be commnicated as other than 15«5/21 grains of gold nine-tenths fine.

Hote: Whsm the Fund is created, it will be necessary to
determine the initial par values of the currencies of all member
countries. Article XX, Section L of the Articles of Agreements
of the Fund provides the procedure to be followed in determining
initial par values. The first step in the procedure is the com=
munication by each member country of the par value of its currency.
This section requires the President to communicate the present
weight of the gold dollar as the par value of the United States
dollar. Thus, when the Fund has been set up, the par value of
the dollar will be the same as it is today.

DEPOSITORIES

Sece 7¢ Any Federal Reserve bank which is requested to do so by
Bank shall act as its depository or as its fiscal agent,

the rnprs of the Federal Reserve System shall supervise

direct the carrying out of these functions by the Federal Reserve banks.

Note:r The Fund and the Bank may request any Federal Reserve
bank To act as its depository or fiscal agent. Federal Reserve
banks which act in this capacity will be supervised and directed
by the Board of Governors of the Federal Reserve Syptem.

PAYMERT OF SUBSCRIPTIONS

Secs B, (a) Subsection (¢) of deetion 10 of the Gold Reserve Act
;f 193k, as amended (U.S5.C., title 31, sec. 822a), is amended to read as
ol.loul

"(¢) The Secretary of the Treasury is directed to use
$1,800,000,000 of the fund established in this section to pay
part of the subseription of the United States to thé International
Monetary Fundj and any repayment thereof shall be covered into the
Treasury as a miscellanecus receipt.'
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Notet This section provides for the payment of the United
States subseriptions to the Fund and the Bank. The subseription
of the United States to the Fund is $2,750 million. The maximum
liability of the United States on ite shares of stock in the Bank

is §3,175 million. The total subscription to the two institutions
is 35'925 million.
The entire subseription to the Fund must be paid when the Fund

has announced its intention of beginning exchange transactions.
subsoription to the Bank may be called by the Bank from
Only twenty percent of it, or $63% million, can be called for the
purpose of making loans. The remaining $2,540 million can only be
called for the purpose of meeting losses which the Bank may suffer
in the course of its operations. It 1s necessary, howver, that the
entire amount be readily available before the United States can
accept membership in the Bank, since the United States must
when it signs the agréement that it is prepared to carry out all of
its obligations.

i
T

:

Part of the money required will be transfarred from the stabiliza-
tion fund set up by Congress in 1934 for the purpose of stabilising the
exchange value of the dollar. The balance will be raised
United States Cow rnment bonds and using the proceeds to
scriptions.

: &g
Ea

Subsection (a) directs the Secretary of the Treasury to
$1,800 million of the present stabilization fund to pay part
subseription of the United States to the Fund. If the United
withdraws or the Fund is liquidated and this money is returned the
United States, it will not go back into the stabilization fund, but
will be part of the Govermment's general receipts and will be avall-
able for use only in accordance with subsequent appropriations by
Congress.

The stabilization fund was created b; Section 10 of the Gold
Reserve Act of 193 . Subsection (¢) of that section contains a time
limitation which causes the stabilization fund to expire every two
years. In view of the fact that subseription to the International
Monetary Fund will reduce the stabilization fund to §280 millien,
this time limitation is omitted and the stabilization fund becomes
permanent. The smaller stabiliszation fund will continue to be extremely
useful in comnection with stabiliszation operations with countries which
are of particular interest to the United States.

i

Subsection (b) authorizes the Secretary of the Treasury to issue
United States Govermnment bonds exactly like those currently being
issued and to use the proceeds to pay the part of the United States
subseription to the Fund which is not covered by the transfer of money
from the existing stabilization fund., He is also suthorized to use
the proceeds of the issue of United States Covernment bonds to pay
the subscription of the United States to the Banke Payments to the
Bank will be made from time to time as calls are made by the Bank in
accordance with the Articles of Agreement.
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This method of financing has been used a number of times in
the past. It is an appropriate method for raising money with
which to make investments rather than expenditures, Other examples
of the use of tris method are acts of Congress relating to the
Reconstruetion Finance Corporation, the Federal Farm Mortgage
Corporation, the Federal Deposit Insurance Corporation, the Home
Owners Loan Corporation, the United States Housing Authority, the
Tennessee Valley Authority, and the Commodity Credit Corporation.

Subsection (c) bs designed to minimhse the cost to the United
States of participation in the Fund and the Bank, Both the Fund and
the Bank will have large dollar balances which they will hold in
their accounts with the Federal Reserve banke. These balances Ii.l.l
be considerably greater than needed for immediate operating pu
Accordingly, the Articles of Agreement provide that the Unihd t.l
can substitute for the dollar balances not needed for operating pure
poses nonnegotiable, non-interest bearing notes, payable on demand.
These notes will place the Fund and the Bank in a position to obtain
the dollars when they need them, but will relieve the United States
of the interest cost involved in borrowing the money with which to
pay the subseription to the Fund and the Bank,

The issue of non-interest bearing notes to the Fund is limited
to the amount of the subseription of the United States, or $2,750
million. The limit on the issue of such notes to the Bank is twenty
percent of the United States' subscription, or §635 million.

Subsection (d) provides that any momey received by the United
States as a distribution of net income of the Fund or the Bank will
be paid inte the general funds of the Treasury so that it can be
used only in accordance with appropriations made by Congress.

OBTAINING ARD FURNISHING INFORMATION

Sece. 9« 50 long as the United States is a member of the Fund or of the
Bank, the President may require at any time, in the manner and under the penalties
providod:lnmﬂ.anE()b) of the Trading With the Enemy Act, as amended (U.8.C,,
title c0 lp’p., S€eCe 5 the furnishing ofe-

(a) any data that may be requested by the Fund under article VIII,
section 5, of the Articles of Agreement of the Fundj and

(b) myuhofthctmmlchmhmqnindmhrnms b)
of the Trading With the Enemy Act, as amended, and which in
Mljudg—nthulmtidtwtheguidmootthm States
in its participation in the Fund or the Bank,
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