March L, 1946,

It is difficult te define precisely the pewers eof the VU, 8.
Geverner of the Internatienal Menetary Fund and the International
Bank fer Recenstructien and Development, There are, however, certain
general lines of autherity which are adequately defined in the Arti-
cles of Agreement and in the Bretten Woeds Agreements Act. In
addition, the Articles ef Agreement and the legislatien place certain
general and specific limitatiens upen the pewers of the U.S. Governer.

The guiding principle in examining the of the U.8. Governer
is that embedied in Article XII, Sectien 2(b) of the Fund Agreement
and Article V, Sectien 2(b) of the Bank Agreement. Pursuant te these
provisions all pewers of the Fund and Bank are vested in the Boards
of Governers. Thus it may be generally stated that the U.S. Geverner
is vested with a prepertienate share of the powers of the Fund and
Bank which he may exercise threugh his veting pewer en the Boards eof
Geverners, There are, however, many general and specific limitatieons
en this bread pewer of the U.S5, Geverner and it is the purpese of this
memerandum te examine these limitations, They are found in the
Articles of Agreement and in the Bretton Weeds Agreements Act.

< y &
~ Genetral Limitations under the Bretten Weeds Agreements Act

A. The Natienal Advisery Ceuncil is required te recommend te the
President, after censultatien with the representatives of the U.S5. en
the Fund and the Bank, general pelicy directives fer the guvidance of
these representatives. When such recemmendatiens are appreved by the
President, the U.S5. Gevernor would be guided by them in carrying ecut
his duties as Gevernmer. [Act, Sec. L(b)(1)]

B. The Council is directed to advise and censult with the
President and the U.S. representatives en majer preblems arising in
the administratien eof the Fund and Bank. Thus with respect te majer
decisions the U.S5. Gevernor must censult with the Natiemal Advi
Ceuncil, [Act, Sec. L(b)(2)) ;

C. The Natienal Advisery Ceuncil has authority te ceerdinate the
pelicies and operations of the U.S{ representatives, the Expert-Impert
Bank and all ether agencies of the Cevernment te the extent that they
make eor participate in the making of fereign leans er engage in fereign
financial, exchange or menetary transactions. It is difficult, in
advance of some experience with the preblems that will arise, te define
the relatienship which this previsien ef the legislatien establishes
between the Natienal Advisery Ceuncil and the U.S. Geverner. It is
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altegether likely, hewever, that a relationship will develep similar
te that already established between the Natienal Advisery Council and
the ExporteImpert Bank, [Act, Sec. h(b)(3)] '

De mm.rwmmnmumm
governments, hMumtmnmmmhyrmlrhgm
tww,mmrlmmtofmm«hmrmdum :
taking certain types ef actien, The decision as te whether such appreval,
consent or agreement shall be given or refused is vested in the Natienal
Advisery Council under the general directien ef the President. This
general limitatien en the powers of the U.S, Geverner is described in
greater detail under IV, B, 3 belew where the varieus pewers reserved
Yo the member gevernments are deseribed in detail, [Aet, Sect. L(b)(L)]

II.

O eiiTve TTrertg o e
ve

The Articles of Agreement of beth institutions previde that the
Beard of Geverners may delegate to the Executive Directers auntherity te
exercise any powers of the Neard. This prevision is feund in Article XI1I,
Sectien 2(b) of the Fund Agreement and Article V, Sectien 2(b) of the
Bank Agreement, There are twe types of limitations on this power te
dolmumichﬂmltinuruinmbdngumumm.f
Gevernors alene, One greup of pewers is specifically set forth as
nen-delegable and the ether greup is non-delegable because the
provisions dealing with them previde fer their exercise by the Beard eof
Governers,

A, Specific previsien is made that the fellewing powers may not be
delegated to the Executive Directers:

, The pewer to admit new members and determine the
conditions of their admiseion, [Fund, Art. XII, Sec. 2(b)(1)s
Bank, Art. Vv, Sec. 2(b)(1)],

2. The pewer to appreve a revisien of quetas in the Fumd
and to increase or decrease the capital steck of the Bank, [Fund,
« XII, Sec, 2(b)(1i); Bank, Art. V, Sec. 2(b)(41)] Altheugh

these powers are reserved te the Geverners by the Articles of
Agreement there are limitations placed en the pewers of the U.S.
Geverner by the Bretten Woeds Agreements Act., He is net permitted
te request or consent te any change in the quota of the U.S,

[Act, Sec. S(a)] or to vete fer an increase of the capital steck
of the Bank. [Act, Sec, 5],
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3. The pewer te regquire a member te withdraw frem the
Fund and the pewer te suspend a member of the Bank, [Fund,
Art. XII, Sec. 2(b)(vi)s Bank, Art, V, Sec. 2(b)(ii1)].

L. The pewer to decide appeals frem interpretations of

S. The power te make arrangements fer coeperation with
other internatienal sations, [Fund, Art. XII, Sec. 2(b)(iv);
m. Art. " Sec. !(b (v)l.

6. The pewer te decide te liquidate the Fund and te
suspend permanently the eperations of the Bank and distribute
its assets. [Fund, Art. XIT, See. 2(b)(vil); Bank, Art, V,
Sec, 2(b)(vi)].

7. The power to determine the distributien of the net
inceme of the Fund and Bank, [Fund, Art, XII, Sec. 2(b)(v);
Bank, Art. V, See. 2(b)(vii)].

8. The pewer te appreve a uniferm change in the par value
of all member currencies. [Fund, Art. XII, Sec. 2(b)(1ii)].
There is a limitation en the pwwer of the U.S. Geverner in this
respect in view of the previsiem of the Bretten Veods Agreements
Act that he shall net appreve any general change in par values.
[Act, See. 5(b)]

B, Altheugh ne specific previsien is made that the pewers listed
below shall net be delegated te the Executive Directers, they are
phrased in terms which require the Beards of Governers te exercise thems

p = Selection of a chairman eof the Beard, [M' Art. III,
~ Bec, 2(.)' hk. Art. V, Sec, z(‘)].

- 2, The pewer to provide for meetings of the Beards in
additien to anmual meetings, [Fund, Art. XTI, Sec. 2(e)j Bank,
Art. V, Sec. !(.)]

3. The pewer teo adept regulatiens for pelling the Beard
in 11;!(! ;{ a MM.(M, Art, IH, Sec, 2(!); llnk. Art, '.
Sec, 2(e :

ke The pewer to fix the salaries of the Executive Directers
andth.nhnnﬁcontrutofmﬂuofmmmw
of the Fund and the President of the Bank, [Fund, Art, XII,
Sec, 2(1)jy Bank, Art. V, Sec. 2(b)]
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5. The pewer te adept regulatiens for representation

at certain meetings of the Executive Directers of members
not entitled te appeint directers. [Fund, Art. XII, Sec.
3(3); Bank, Art, Vv, Sec, L(b)]

6. The power e extend the peried during which cpera~

tione of the Fund may be suspended. [Fund, Art. XVI,
Sec, l(c)]

7. The power te select the Advisery Ceuncil of the Bank,

[Bank, Art. V, Sec, 6]

8. The pewer te prepese amendments to the Articles of

Agreement [Fund, Art. XVII (a)j Bank, Art. VIII (a)] This
pewer is vested by the Agreements in the member gevermments,
the Geverners, and the Executive Directers. There is ne
limitatien in the Bretten Weeds Agreements Act on the power
of the U.S. Governer te propese amendments.

9« The power to give initial appreval te prepesed

amendments [Fund, Art. XVII (a)j Bank, Art. VIII (a)] There
is ne limitatien in the Bretten Weeds Agreements Act en the
Geverner's right te vete appreval of amendments altheugh
congressional actien is necessary fer the acceptance of
amendnents en behalf ef the United States., [Act, Sec. 5(d)]

Ae

III,

Specific Limitations en the Pewers of the U.S. Geverner
Tmpesed E The hretton Weods Emﬁ Act

The U.8. Geverner may net vete in faver of a waiver of condi-

tions under which members may purchase fereign exchange frem the Fund
unless he ebtains the prier appreval eof the Natienal Advisery Ceuncil.
[Act, Sec. h(a)(L)]

B.

The U.S. Gevernor may net vete in faver eof any declaratien ef

the U.5. dellar as a scarce currency witheut prier appreval of the
Natienal Advisery Ceuncil. [Act, Sec. L(a)(h)]

Ce

The U.S. Geverner may net vete for an increase of capital steck

of the Bank, [Act, Sec. 5]

D.

The U.S. Geverner is directed te obtain premptly an efficial

interpretation by the Bank as te its autherity te mmke or guarantee
loans fer pregrams of ecenemic recenstruction and the recenstructien
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of menetary systems, including mn. stabilizatien leans. He
ualudinctodtoprmnmdmtumndnmﬂmm

dees not interpret its pewers te include the making er guaranteeing
of such leans, [Act, Sec. 12)

E. mU.S.Ommorudmeudhobhinpr-pthmom
mmﬂhumhymmndutomthrithunthﬂwhmtﬁ
resources te previde facilities for relief, recenstruction er ts,
orumtahmcmhimdntﬂuorupunuthplnof
member. He is alse directed te prepese and suppert an amendment if
ﬂl.!’llnllint.:;'pntl its pewers as extending te such transactions,

[Act, See. 13

Iv,

-] ¢ Limitations en the Powers of the U.S. Geverner
]

A. The fellewing pewers cenferred by the Articles of Agreement are
vested specifically in the Executive Directers, and accordingly can net
be exercised by the Beards of Geverners;

1. The pewer to call meetings of the Beards of
Gour;?-;i (Fund, Art. XII, Sec. 2(c); Bank, Art, v,
Sec. 2(c

2. The pewer to suspend temperarily the eperatiens
of the Fund and the Bank. [Fund, Art, XVI, Sec. 1; Bank,
Art. VI, Sec. 5(a)]

3. Thcpmtointcrputtho&rﬂchldm.
[m’ Art, XVIII (.)] m' Art, IX (l)]

L. The pewer te appeint committees. [Fund, Art. X1I,
Sec. 3(k)] m. Art. V, Sec, h(i)]

5. The pewer to select and terminate the services
-tmmmgmurofﬂnmmmmmu
;.I(u)!]hnk. (Fand, Art. XII, Sec. l(a); Bank, Art. V, Sec.,

a

6. The pewer te direct the Managing Director ef the
Fund and the President of the Bank in cenducting the
ordinary business eof the institutiens. [Fund, Art. XII,
Seec, h(h)l M. Art. " Sec, S(b)]
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7. The pewer te exercise general centrel ever the
- Managing Directer and the President with respect te
the erganizatien, appeintment and dismissal ef the
M‘;E )im. Art. III. Sec, h“)' hnk. Art, ',

Sec. 5(b

8, The pewer te transfer geld from one depesitery
te mﬁmi [Fund, Art. XIII, Sec. 2(b); Bank, Art. V,
Sec.

7+« The pewer te determine the ferm in which the
special reserve of the Bank shall be kept. [Bank,
‘.ﬂon'"‘osl

10. The pewer te purchase and sell securities held
in the special reserve of the Bank., [Bank, Art. IV,
Sec, 8(iv)]

11, Certain pewers relating te the liquidatien ef
the Bank, including arrangements fer fair distributien
of its assets, determination of successive distributien,
the fixing eof distributive shares, and the valuatien of
assets., [Bank, Art, VI, Sec. 5(d), (f), (g) and (k)]

Bs There are a number ef pewers cenferred by the Articles ef

Agreement which are reserved te the member governments, and which
accerdingly can net be exercised by the Beards of Geverners. Fer
purpeses of convenient analysis, they are divided inte three
categories:

1, The fellewing pewers are reserved te the member
governments and ne limitations are impesed upen the
exercise of them by the Bretten Woeds Agreements Act;

a. The pewer te deal with the Fund and the
Bank which is limited te treasuries, central banks,
stabilizatien funds, er ether similar fiscal agencies.
[M' Art, V, See, 1’ m' Art, III, Sec. 21

be. The pewer to withdraw from the Fund and the
Bank, [m. Art. IV, Sec, 1' m’ Art. 'I’ Sec. 1]
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¢, The pewer te appeal from interpretatiens of
the Agreements by the Executive Directers. [Fund,
Art. XVIII (b)s Bank, Arts IX (b)]

d. The pewer tc communicate to the Fund the initial
par value of the dellar, [Fund, Art. XX, Sec. L(a))

e. The pewer to object te the establishment of the
initial par value of the dellar at its communicated value,
[Fund, Art, XX, See, L(b)]

f. The pewer te notify the Fund whether the United
States intends te take advantage ¢f the tramsitienal
peried, [FPund, Art. XIV, Sec, 3]

2. ﬁhnniummrmmhmnﬂm-m
ments and special limitatiens are placed upon the exercise of them
by the Bretten Woeds Agreements Act:

a. The pewer to request eor censent te a change in
the queta of the United States in the Fund under Article
III, Sectiemn 2, which may net be deme witheut specific
actien by Cengress. [Act, Sec. S(a))

b. The pewer te subscribe te additienal shares:ef
stock in the Bank under Art. II, Sec. 3(b) and (c) which
may net be exercised witheut specific autheriszatiem by

Cengress. [Act, Sec. S5(e)]

¢, The pewer te substitute nen~interest bearing,
nen-negetiable, demand netes for currency under Article III,
Section 5 of the Fund Agreement and Article V, Sectien 12
of the Bank Agreement which the legislatien requires teo be
done in erder te keep to a minimum the cost of U.5. partici-
patien, [Act, See, 7(c)] .

_ d. The power to desisnate depesiteries under Article RIII,
fection 2 of the Fund Agreement and Article V, Sectien 1l(a)

of the Bank Agreement which the legislatien prevides shall

be Federal Reserve Banks, [Act, See, 6]

ey The pewer teo accept amendments te the Articles of
Agreement under Article XVII (a) of the Fund Agreement and
Artiele VIIT (a) of the Rank Agreement which is prehibited
by th;(l; islatien except as autherized by Congress. [Act,
S.O. d.




f. The pewer te prepese a change in the par
value of the dellar under Article IV, Sectien 5 of the
Fund Agreement which is prohibited unless autherised

by Cengress. [Act, See, 5(b)]

g+ The pewer te permit a uniferm change in par values
te be made under Article IV, Sectien 7 of the Fund Agree-
ment which is prehitited unless autherised by Cengress.
[M’ s.ll- 50)]

3. The remaining pewers which are reserved te the member
governments ceme within the scepe ef the general limitatien in
Section L(b)(4) of the Bretten Veeds Agreements Act that whenever
the appreval, censent er agreement of the United States is re-
quired before an act may be done by the Fund er the Bank, the
decisien as teo whether such appreval, consent or agreement shall
be given or refused shall be made by the Natiemal Advisery Coumeil
under the directien ef the President, The pewers in this categery
are as fellows:

a, The power te appreve or disappreve the Fund's
berrewing dellars in the United States er elsewhere.
[Fund, Art. VII, Sec, 2]

b. The power te agree te furnish additional informa-
tion te the Fund, [m’ Art. 'm’ Sec. S(G)]

¢e The power te agree with the Fund en the settlement
of accounts after withdrawal, [Fund, Schedule D, paragraph 2}

d. The pewer to agree with the Fund en the redemption
of balances after liquidation, [Fund, Schedule E, paragraph 3)

e¢. The pewer te approve the borrewing ef dellars by the
Bank and the guaranteeing eof dellar ebligatiens by the Bank,
[‘Bl.nk, Art, IV, Sec, l(b)]

f. The pewer te appreve direct dollar leans by the
Bank cut of currency subscribed as the 207 subseriptien ef
the United States, [M’ Art, ". Sec, 2(.)] :

g+ The pewer te appreve the exchange er re-lending
of currencies received by the Bank frem berrowers er guaranters
in payment en acceunt ef principal ef direct leans made cut
of dellars subseribed by the U,S, [Bank, Art. IV, Sec., 2(b)]
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he The pewer te agree that repayments of dellar
loans may be made in ether curremcies, [Bank, Art, IV,
See. L(b)(1)]

i. The pewer te appreve the purchase and sale in
the United States of securities the Bank has issued,
guaranteed or invested in, [Bank, Art, IV, Sec, 8(1)]




