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CONFIDENTIAL

September 24, 1986

To: Members of the Executjye Board
"From: The Secretary

Subject: Madagascar - Request for Stand-By Arrangement and Approval
of Exchange Restrictions

Thé following correction has been made in EBS/86/201 (8/25/86):

Page 42, line 2: for "seven days' read "seven years"

A corrected page is attached.

Att: (1)
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after consultation has taken place between the Fund and Madagascar and
understandings have been reached regarding the circumstances in which
such purchases can be resumed.

5. Madagascar will not make purchases under this stand-by ar-
rangement 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.

6. Madagascar's right to engage in the transactions covered by

. this stand-by 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 generally or in
order to consider a proposal, made by an Executive Director or the
Managing Director, formally to suppress or to limit the eligibility of
Madagascar. When notice of a decision of formal ineligibility or of a
decision to consider a proposal is given pursuant to this paragraph 6,
purchases under this arrangement will be resumed only after consultation
has taken place between the Fund and Madagascar and understandings have
been reached regarding the circumstances in which such purchases can be
resumed.

7. Purchases under this stand-by arrangement shall be made in the
currencies of other members selected in accordance with the policies and
procedures of the Fund, and may be made in SDRs if, on the request of
Madagascar, the Fund agrees to provide them at the time of - the purchase.

8. The value date of a purchase under this stand-by arrangement
involving borrowed resources will be determined in accordance with
Rule G-4(b) of the Fund's Rules and Regulations. Madagascar will
consult the Fund on the timing of purchases involving borrowed resources
in accordance with Rule G-4(d).

9. - Madagascar shall pay a charge for this stand-by arrangement in
accordance with the decisions of the Fund. '

10. (a) Madagascar shall repurchase the outstanding amount of
its currency that results from a purchase under this stand-by arrange-
ment in accordance with the provisions of the Articles of Agreement and
decisions of the Fund, including those relating to repurchase as
Madagascar's balance of payments and reserve position improves.

{b) Any reductions in Madagascar's currency held by the 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 time of the reduction.

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

11. During the period of the stand-by arrangement, Madagascar
shall remain in close consultation with the Fund. These consultations
may include correspondence and visits of officials of the Fund to
Madagascar or of representatives of Madagascar to the Fund. Madagascar
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 Madagascar in achieving the objectives and policies
set forth in the attached letter.

12. In accordance with paragraph 24 of the attached letter,
Madagascar will consult the Fund on the adoption of any measures that
may be 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 been observed or because he considers that
consultation on the program is desirable. In addition, after the period
of the arrangement and while Madagascar has outstanding purchases in the
upper credit tranches, the Government will consult with the Fund from
time to time, at the initiative of the Government or at the request of
the Managing Director, concerning Madagascar's balance of payments
policies.



