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There is attached for consideration by the Executive Directors 
a paper on the overdue payments to the Fund which will be brought to the 
agenda for discussion on a date to be announced. Draft decisions appear 
on pages 3 and 4. 

If Executive Directors have technical or factual questions 
relating to this paper prior to the Board discussion, they should contact 
Mr. Silard (ext. 7715). 

Att: (1) 
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Department Heads 
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At EBM/84/167 of November 19, 1984, the Executive Board reached the 
following conclusions on a member's right to make purchases from the 
Fund while it has overdue financial obligations to the Fund: (a) to 
modify the performance criterion in stand-by or extended arrangements on 
overdue obligations to the Fund in order to prevent any purchase under a 
stand-by arrangement, including a purchase in the first credit tranche, 
while the member is in financial arrears to the Fund, and (b) to prevent 
a purchase, whether under an arrangement, or outside an arrangement, 
when a member falls into financial arrears to the Fund after the request 
for the purchase has been approved by the Fund. In accordance with 
established practice (see EBS/84/211, page 8), it will continue to be 
the policy of the Fund not to discuss or approve a request for a 
purchase, including a purchase under any of the special facilities, if 
the member has an overdue financial obligation to the Fund. 

In addition, at EBM/84/165 of November 16, 1984, the Executive 
Board decided, as part of the Guidelines on Corrective Action in cases 
of misreporting and noncomplying purchases under Fund arrangements, 
that provision should be made for the suspension of further purchases 
under an arrangement whenever a member fails to meet a repurchase 
expectation pursuant to these Guidelines. 

In order to implement these conclusions and paragraph 6 of the 
Guidelines, this memorandum includes two decisions to be adopted by 
the Executive Board. 

The first decision, which relates only to purchases under 
stand-by and extended arrangements, would replace the performance 
criterion on overdue financial obligations to the,Fund currently used 
in stand-by and extended arrangements (Decision No. 7678-(84/62), 
April 20, 1984) with a clause suspending a member's right to make any 
purchase under a stand-by or extended arrangement, including a purchase 
in the first credit tranche under a stand-by arrangement, while the 
member has an overdue financial obligation or is failing to meet a 
repurchase expectation in respect of a non-complying purchase under an 
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arrangement. The new clause would be included in all arrangements, 
whether or not under the Enlarged Access Policy, that are approved 
or modified after the effective date of the proposed decision. The 
Attachment shows the text of Decision No. 6368-(81/70), as it has been 
amended to date and as it would be amended further by the adoption of 
the proposed decision. 

The second decision would amend Rule G-4 of the Fund's Rules and 
Regulations, through the inclusion of a new provision, as Rule G-4(e), 
in order to make clear that the Fund would take steps, to the extent 
that this is feasible, to stop a purchase pursuant to instructions 
already issued by the Fund if the member incurs an overdue financial 
obligation to the Fund after the instructions have been issued but 
before the value date. The new provision of Rule G-4 would apply to 
all purchases under the special facilities and all purchases in the 
credit tranches, whether or not they are under an arrangement. There 
may be situations, however, in which the cancellation of instructions 
for a purchase may not be possible in spite of reasonable efforts by 
the staff. This could happen, for example, if an arrear had arisen at 
a time when it was already too late to stop the payments that other 
members have arranged to make pursuant to the Fund's instructions. 

Following the adoption of these decisions the position with respect 
to the various uses of the general resources of the Fund would be as 
follows: 

(a) If a member is overdue in its financial obligations to the 
Fund, the Fund would not discuss or approve either a stand-by. or extended 
arrangement for the member or the use of the Fund's general resources 
outside an arrangement. 

(b) A member's right to make any purchase under a stand-by or 
extended arrangement would be suspended during any period in which the 
member is overdue in its financial obligations to the Fund. 

(c) If the Fund had given instructions for a purchase requested 
by the member under an arrangement, or for any other purchase (other than 
a reserve tranche.purchase), the Fund would rescind the instructions 
to the extent that this is feasible. 

(d) Paragraph (b) would also apply to a member that fails to meet 
a repurchase expectation pursuant to the Guidelines on Corrective Action 
with respect to a non-complying purchase. Paragraphs (a) and (c) would 
not, however, apply in such a situation. 
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Proposed Decisions : 

I,. : ' < 

1. The following paragraph shal,l .be.included, ,as paragraph 5, in 

the form of the stand-by arrangement in- Attachment A.to Decision 

No. 6838-(81/70), April 2.9, 1981,.as amended, with an appropriate 

reference to this paragraph to be inc1uded.i.n paragraph 1 and the 

subsequent paragraphs of the form to be renumbered accordingly: 

"(Member) will not make purchases under this stand-by arrangement 

during any period of.the.arrangemenf .in wh1c.h the member has an 

overdue financial obligation to the Fund or is failing to,,meet a 

repurchase expectation,,pursuant.to the Guidelines on Corrective 

Action in respect of:.a noncomplying purchase.'! 

2. The following paragraph sha.11. be included,-as paragrapb,5, in 

the form of the.extended,arrangement in.Attachment B to Decision 

No. 6838-(81/70), April 29, 1981,.as amended, with an appropriate 

reference to this.paragraph,to,be ,included in paragraph.1 and the 

subsequent paragraphs of the form to be renumbered accordingly: 

"(Member) will not make purchases under this extended arrangement 

during any period in which the member has an overdue.financial 

obligation to the Fund or is failing to meet a repurchase 

) expectation pursuant to the Guidelines on Corrective Action with 

respect to a noncomplying purchase." 

3. Other stand-by or extended arrangements granted by the Fund 

after the date of this decision shall include also the provision 

in 1 or 2 above. 
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4. The provision in l.and 2 above shall be included also in an 

existing stand-by or an extended arrangement when the Fund and 

the member reach understandings regarding the circumstances in 

vhieh further purchases may be made under the arrangement. 

5. i)ecision No. 7678-(84/62), April 20, 1984, shall cease to 

apply in respect of a stand-by or an extended arrangement that 

incllldes the provision in 1 or 2 above. 

II. 

Rule G-4 shall be amended to include the following provision 

as paragraph (e): 

“Instructions for the transfer of currency for any purchase, 

other than a reserve tranche purchase, shall be rescinded, to 

the extent that it is feasible, during the period between the 

isqpance of the instructions and the value date for the 

purchase if, during that period, the member requesting the 

p&chase has any overdue financial obligation to the Fund.” 

Attachment 



-5- ATTACHMENT 

DRAFT 

FORMS OF STANDBY AND EXTENDED ARRANGEMENTS UNDER 

ENLARGED ACCESS POLICY 

The Executive Board approves the forms of stand-by. and ex- 
tended rrtangemencs contained in Acmchmencs A and B [below] 
char ~111 bt used by the Fund to provide for Enlarged Access co 
the Fund’s resouks under Decision No. 6783-(81/40), adopted 
March 11, 1981. 

Decision No. 6838~(82/70) 

April 29,198l 
! as amended: 

Attachment A 

Form of Stand-By Arrangement Under Eniarged Accew Policy 

Atrxhcd hereto is a leccer [, with annaed memorandum,] dated 
-- from (Minister of Finance and/or Governor of 
Cenrr.11 Bank) requesting a stand-by arrangement and setting 
forth. 

( d ) the objectives and policies chat the authorities of (mem- 
ber) intend co pursue for the period of this stand-by 
arrangement; 

( b 1 the policies and measures chat the authorities of (mem- 
ber) incend co pursue for the [first year] of this stand-by 
arrangement; and 

(c 1 understandings of (member) with the Fund regarding 
[a] review[s] chat will be made of progress in realizing 
the objectives of the program and of the policies and 
measure char the authorities of (member) will pursue 
for the remaining period of this stand-by arrangement. 

To support these objectives and policies the International Mone- 
tary Fund grants this stand-by arrangement in accordance with the 
following provisions: 
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1.’ [For a period of - years from ] [For rhe 
period from t0 ] (member) will 
have rhe right to make purchases from the Fund in an amount 
equivalent to SDR subject to paragraphs 2, 3,-i. a&5, and 6 

below, without further review ‘by rhe Fund. 

2.’ (a) Until (end of first year) purchases under this stand-by 
arrangement shall not, without the consenr of the Fund, exceed 
the equivalent of SDR .-, provided that purchases shall 
not exceed the equivalent of SDR until 
rhe equivalent of SDR until , and the 
equivalent of SDR until 

f b) The right of (member) to make purchases during the 
remaining period of this stand-by arrangement shall be subject to 
such phasing as shall be determined. 

(c) Sone of the limits in (a) or (b) above shall apply to a 
purchase under this stand-by arrangement chat would nor Increase 
the Fund’s holdmgs of ( membc-r’s) currency in the credit [ranches 
hr-ycnd 25 ret cent of quota or increase the Fund’s holdings of that 
currency rcsultrng from purchases of supplementary tln.mclng or 
borrourd resources &yond 12.5 Per cent of quota. 

3. Purchases under this stand-by arrangement shall be made 
from . .:. provided thdr any modification by the Fund of the prc- 
portions of ordinary and borrowed resources shall apply to amounts 
that may be purchased dfter the date of modification. 

4. (Member) will not make purchases under this stand-by ar- 

rangement that would increase the Fund’s holdings of ( member’s) 
currency in rhe credit [ranches beyond 25 per cent of quota or in- 
crease the Fund’s holdings of that currency resulting from pur- 
chases of supplementary financing or borrowed resources beyond 
12.5 per cent of quota: 

I The rcxr roul.l be aJapcd for a sand-by rrrra~mcnt for ooly one year. 

2 The rcxr to be rJJcJ ~111 dcpcnd on the Guuioa of the mcmbrr at the umc. 
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(a) during anY period in the first year in which [the don 
at the end of tk preceding period indicate that] ’ 

(i) [ck limit on domestic credit described in para- 

Mph - of ck rmched letter), or 

(ii) (the limit on credit ID the public sector described 

a-8&- d ck amckd Imet], of 

(iii) . . . [‘raac provisions would ikorporare other 
Quratiadrr performance criteria of ck program] 

UNMXobwrrrd,0r 

(b) if (mu&r) hik to obeerpe the lirGs on auchotiza- 
rions of LYI public and publicly -teed foreign 
indebcednas described in paragnph - of the at- 
cached lccter; or : 

(c)’ during the second or third year of this stand-by arrange- 
menr until suitable performance criteria have been 
established in consultation with the Fund as concem- 

pJa=d bY W#aPh - of tk anachcd lerrer, or after 
such performaxe criteria have ken established, while 
rhcY are not king observed; or 

(d ) ’ during tk entire Period of this stand-bv arranecmcnt, 
wki~c-flatmber~-kas-eRy-e~e~d~e-~ineia~, 
eb~iXatiea-to-the-faRd~-e~.i~ (member) 
(I) rmposes [or rntenshesj rcstrrcrrons on paymcna 

and transfers for currcnc international cransac- 
cionq or 

(ii) introduces [or modifies] multiple currency prac- 
ricer, or 

(iii) concludes bilateral payments agrecmcncs which 
are incoariffcnt with Astich VIII, or 

(iv) imPoses [of incensilies] import restrictions for 
balance of payments reasons. 

‘Tk prfOft!WKC crirti Cod kc 8re indiadve only. 
‘The Nbpmqaphr rputd h &pcd IO ucordan~e rirb the period of Itu 

raod-b rrr8n~tneat. 
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When ( memkr) is prevented from purchasing under this 
stand-by arranFment because of this paragraph 4. purchases will 
be resumed only after consultation has nkcn place between the 
Fund and (member) and understandings have been reached re- 
garding tk circumstances in which such purchases can be resumtd. 

5. (Member) will not make purchases under this 
stand-by arrangement during any period of the 
arrangement in which the member has an overdue 
financial obligation to the Fund or is failing 
to meet a repurchase expectation pursuant to 
the Guidelines on Corrective Action in respect 
of a noncomplying purchase. 

5 3. (Member’s) right Q) engage in tk transactions covered by 
rhis stand-by rrrangcment can k suspended only with respect. to 
r~nuescs received by tk Fund after (a) a formal ineligibiliry. or 
* i- P a decision of fk Executive Board ro suspend transactions. 
either generally or in order to consider a proposal. made by an 
Esecutive Director or the Managing Director. formally to suppress 
c)r to limir the eligibilirg of f member). Wkn notice of a decision 
of formal inelipibilicy or of a decision to consider a proposal is 
given pursuant to this paragraph 5 5, purchases under this arrange- 

ment will be resumed only after consultation has taken pl3cr l-c- 

meen the Fund .md lmcmbcr ) and understandinys have hen 
rc;rchc-d rcp;trdlnc rhc circumsranccs in which such rurchasts c.tn 1~ 
rcsumcd. 

1 I+ Pun tt.tw> under this srJnd-by xranFmrnr ~1~111 by RIJ& In 

rhe currenclcs of orkr memkrs seltctcd in accord;lnce with :he 
pollries and procedures of rhc Fund. and may be mJde in SDRs if. 
on the rquea of (member), the Fund agrees .ro provide them 3c 

the time of the purchase. 

s z. The value date of a purchase under this stand-by arrangement 
inVolVing borrowed resources will k determined in accor- 

dance with Rule C-4(b) of the Fund’s Rules and 

Regulations. (Member) will consult rhe Fund on the 

riming of urchascs involving borrowed resources in accordance 
with Ru e G-4(d). P 

9 &. ( Member) shall pay a charge for rhis stand-by arrangement 
-in accordance with tk daisions of tk Fund. 

10 9. (a) ( blemkr) shall repurchase tk ouatanding amount of - 
its currency that results from i purchase under this stand-by ar- 
rangement in accordance with rhe provisions of the An&s of 
Agreement ancl decisions of tk Fund, including those relating to 
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rrpurchasc as (memkr’r) balance of payments 8nd reserve posi- 
tion imptovcr 

(b) Any reductions in (member’s) currency held by the 
Fund shall reduce the amounu sub* to repurchw under (a) 
above in accordance with the principles applied by the Fund for 
his purpose at the time of tk reduction. 

(c) The value date of a repurchase in respect of a purchw 
financed with bortowtd resources under this stand-by arrangement 
will be normally either the 6th day or the 22nd day of the month. 
or the next business day if the selected day is not a business day, 
provided that repurchase will be completed not later than seven 
ycarsfromthedateofpurchax. 

11 I43 During the period of the stand-by arrangement (member) 
shall remain in close consultation with the Fund. These consulta- 
tions may include cormpondencc and visits of officials of the Fund 
to (member) or of representatives of (member) to the Fund. 
( Member) shall provide the Fund. through reports at intervals or 
dates rquesced by the Fund, wirh such information as the Fund 

requests m connection with tk progress of (member) in achieving 
tk objectives and politics set forth in tk attached letter [and 
annexed memorandum 1. 

12 G. In accordance with paragraph - of the attached letter 
r member) will consult the Fund on the adoption of any measures 
that may k appropriate at the initiative of the government or 
whenever the Managing Director requests consultation 

[because any of the criteria in paragraph 4 above have not ken 
observed or because he considers that consulmtion on the program 
is desirable. In addition, after tk period of tk arrangemenr and 
while (member) has outstanding purchases in the upper credit 
trancha. tk government will consult with tk Fund from time to 
time, at the initiative of the government or at the request of the 
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Managing Director, -g banbtr’s) bdmcc of ~ymcnts 
policier] 

[because k considers that consultation on the program is de&- 
able. J 

Form of Extended Arransment Under Enlarged Access Policy 

Attached kreto is a letter [, with annexed memorandum,] dared 
from(h4inisterofFirmnceand/orGovemorof 

Central Bank) requesting an extended amngemcnc and setting 
fonh: 

(a) the objectives and policies that the authorities of (mem- 
kr ) intend to pursue for the period of this extended 
arrangement; 

(b) the policies and measures that the authoricier of (mem- 
ber) intend to punuc for the firsr year of this am&d 
arrangement; and 

(c) understandings of (member) with the Fund regarding 
reviews that will be made of progress in mlizing the 
objectives of the progrun and of tk policies and mea- 
sures that tk authorities of (member) will putsue for 
second and third years of this extended arrangement. 

To support these objectives and policies the International Mene- 
mry Fund grants this extended arrangement in accordance with tk 
following provisions: 

1. For a period of (three years] from (member) 
will have the right to make purchases from the Fund in an amount 
quivalent to SDR .-, subjectto~~phs2,3,4,~5, and 6 

below, without further review by tk Fund. 
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2. (a) Until (end d 6fst year) purchases under this extended 
arrangement shall not, witkut the consent of the Fund, exceed tk 
equivalent of SDR , provided that purchases shall not 
exceed the quivalent of SDB until 1 ,the 

quivalcnt of SDR und ,aa.he 
equivalent of SDR until 

(b) Until (end of second year) purchases under this ex- 
tended arrangement skll not, without the consent of the Fund, 
exceed the equivalent of SDR 

(c) Therightd ( mu&r) to make purchases during the 
seond ad third yeur rbJl k subject to such phasing as shall k 
determined. 

3. hchasu under thh amckd arrangement shall k made 
from . . .’ providedtktany-nbytkFundoftheprc+ 
portions of ordinary and krrowed resources shall apply co amounts 
that may k purchased after tk date of modification. 

4. (Member) will not make purchases under this extended 
arrangement: 

(a) throughout the ht year, during any period in which 
[the data at tk end of the preceding period indicate 
that] ’ 

(i) [the knit on domestic credit described in para- 

enpb - of the attached letter], or 

(ii) [the limit oo credit to the public sector described 

iv-i3@ - of the attached Inner], or 

(iii) . . . [Ikse provisions would incorporate other 
quantitative performance criteria of the program] 

arenotobotrped;or 

(b) if (member) faila to observe the limits on authoriza- 
dons of new pubk and publicly guaranteed foreign 
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indebtedness described in paragraph - of the at- 

tackd kcer; or 

(c) throughout the second and rhird years, if before the 
beginning of tk second year and tk k&inning of the 
third year of tk extended arrangement suimble pet- 
formance clauses have not been established in consulta- 
tion with the Fund as contemplated in paragraph - 
of tk attached letter or such clauses, having been esmb 
lished, act not king observed; or 

(d ) throu&out tk duration of -he extended artanaemenc, 
wki*c-fracmbetj-kas-e~e~d~~~4naRe4e~ 

91 
iqatht- e-@weF 

I Imposes t 
&-OF .if (member) 

or tntensl es] restrtctrons on payments I? 
and tmnsfen for curwnt international tranS;lc- 
tionr, or 

(ii) introduces iur modirics multiple currcn;:. prar- 
rices, or 

(iii) concludes !..lldtcral r.1;. me ncs agrr=m~nts which 
arc inconsi,cwt with Arriclc Vlll, or 

(iv) imposes [or intensifies] import resrriirlons for 
balance of payments reasons. 

When (member) is prevented from purchasing under this ex- 
tended arrangement because of this paragraph 4, purchases will be 
resumed only after consulration has taken place between the Fund 
and (memkr) and understandings have been reached regarding 
the circumstances in which such purchases can be resumed. 

5. (??ember) will not make purchases under this 
extended arrangement during any period in which 
the member has an overdue financial obligation. 
to the Fund or is failing to meet a repurchase 
expectation pursuant to the Guidelines on 
Corrective Action in respect of a noncomplying 
purchase. 

fi 5. f Member’s) right to engage in the transactions covered by 
this extended arrangement can be suspended only with respect to 
requests received by the Fund after (a) a formal ineligibility, or 
(b) a decision of the Executive Board to suspend transactions, 
either gcnemlly or in order to consider a proposal. made by an 
Executive Dktor or the Managing Director, formally to sup. 
press or to limit the eligibility of (memkr). When notice of a 
decision of formal ineligibility or of a decision to consider a pro. 
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@ is given pursuant TV thir puagraph 5 5, purchases under this 
armngmcnt will lx resurd only after consulmtion has taken 
place bcrwccn tk Fund and (member) and understandings have 
been reached regarding the circumsmnces in which such purchases. 
can k’resumed. 

1 6. Purchases under this extended arrangement shall k made 
in tk currend of other memkn selected in accordance with the 
policies and procedures of the Fund, and may be made in SDRs if, 
on the request of (member), the Fund agrees to provide them at 
the time of the purchw. 

g 7. Thg value date of a purchase under this extended amngc- 
ment involving borrowed taouccti will be determined in 
accordance with Rule G-4(b) of the Fund’s Rules 
and Regulations. I Member) will consult the 

Fund on the timin of purchases involving borrowed resources‘ in 
accordance w th Rule C-4(d). 4 

?! 3. (Member) shall pay a charge for this extended amngement 
in accordance with the decisions of the Fund. 

10 9. (a) (Member) shalf repurchase the amount of its currency - 
chat results from a purchase under this extended arrangement in 
accordance with tk provisions of ck Articles of Agreement and 
decisions of the Fund, including those relating to repurchase as 
(member’s) balance of payments and reserve position improves. 

( b) Any reductions in (member’s) currency held by tk 
Fund shall reduce the amounts subject to repurchase under (a) 
above in accordance with the principles applied by the Fund for 
this purpose at the rime of the reduction. 

(c) The value date of a repurchase in respect of a purchase 
financed with borrowed resources under this extended arrangement 
will be normally either the 6ch day or the 2nd day of the month, 
or the next business day if the selected day is not a business day, pro 
vided that repurchase will be completed not later than seven years 
from the date of purchase. 

1148. During the period of the extended arrangement (member) 
shall remain in close consultation with the Fund. These consulm- 
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tions may include correspondence and visits of officials of the Fund 
to (member) or of represencacives of (member) to the Fund. 
(Member) shall provide the Fund, through reports at intervals or 
dates requested by the Fund, with such information as the Fund 
requests in connection with the progress of (member) in achieving 
the objectives and policies set forth in the attached letter [and 
annexed memorandum]. 

12 44. In accordance with paragraph - of the attached letter 
Tmember) will consult the Fund on the adoption of any measutes 

that may Lc appropriate at the initiative of the government or 
whenever the Managing Director tqucsts consulmtion because any 
of the criteria under paragraph 4 above have not been observed or 
because he considers that consulmtion on tk program is desirable. 
In addition, after the period of the extended arrangemenr and while 
(member ) has outstanding purchases under this extended arrange- 
ment, the government will consult with the Fund fmr1 time to 
rime, x chc initiative of the governmcnr or at the rqr!‘.st of the 
AManaging Director, concerning (member’s) balance ( + I*.lyments 
policies. 


