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1. GENERAL ARRANGEMENTS TO BORROW - PROPOSALS FOR REVISION AND EXPANS I O N  -_._ _-..._I_ 

T h e  E x e c u t i v e  Eirectors c o n t i n u e d  from the  p r e v i o u s  meet ing  (EBM/83/25, 
2 / 3 / 8 3 3  t h e i r  c o n s i d e r a t i o n  of' a memorandum s e t t i n g  o u t  t h e  t e x t  of a 
f u r t h e r  r e v i s i o n  of t h e  GAB d e c i s i o n  p repa red  i n  t h e  l i g h t  of d i s c u s s i o n s  
t n  r e c e n t  meetings i n  P a r i s  of t h e  ZAB p a r t i c i p a n t s ,  and of views expres sed  
by E x e c u t i v e  D i r e c t o r s  (SM/82/239, Rev. 2 ,  1/31/83).  They a l s o  had b e f o r e  
them a s h e e t  s e t t i n g  o u t  A l t e r n a t i v e  A and A l t e r n a t i v e  B f o r  a p o s s i b l e  
a d d i t l o n  t o  pa rag raph  9(a) (At tachment  I ) ;  a p roposa l  f o r  a r e d r a f t  of para-  
g raph  2 1 ( a )  (At tachment  11); and a p r o p o s a l  f o r  a new pa rag raph  2 3  formu- 
l a t e d  by t h e  s t a f f  i n  t h e  l i g h t  of  the roorning d i s c u s s i o n  (Attachment  111). 1/ - 
P a r a g r a p h  9 ( a >  

The C h a i m a n  remarked t h a t  t h e  i n t e n t i o n  had been t o  cove r  not  o n l y  
t h e  p o i n t s  made i n  A l t e r n a t i v e  A and A l t e r n a t i v e  B ,  bu t  a l s o  t h e  p o i n t  
r a i s e d  by t h e  Economic C o u n s e l l o r  t o  t h e  e f f e c t  t h a t  i t  would be u s e f u l  
t o  p r o t e c t  a F u t u r e  Lender from a n  unwanted change i n  t h e  method of 
c a l c u l a t i n g  t h e  combined m a r k e t  i n t e r e s t  ra te .  He  i n v i t e d  t h e  D i r e c t o r  , 

of  t h e  Legal Degartment t o  s u g g e s t  a way of i c c o r p o r a t i n g  t h a t  a d d i t i o n  
i n t o  A l t e r n a t i v e  A o r  A l t e r n a t i v e  B. 

The D i r e c t o r  of t he  Lega l  D e p a r t m e n t  sugges t ed  t h a t  a t  t h e  end of 
A l t e r n a t i v e  A ,  a p r o v i s o  s h o u l d  be added r e a d i n g ,  "provided  t h a t  i f  a 
p a r t i c t p a n t  so rctj-uests a t  t h e  time t h i s  agreement  i s  r eached ,  t h e  
change  w i l l  n o t  a p p l y  t o  t h e  Fund ' s  i n d e b t e d n e s s  t o  t h a t  p a r t i c i p a n t  
o u t s t a n d i n g  a t  t h e  dace  t h e  change becomes e f f e c t i v e . "  

Mr. Laske s a i d  t h a t  he  would prefer A l t e r n a t i v e  B ,  H i s  o b j e c t i o n  
t o  A l t e r n a t i v e  A was t h a t  one t h i r d  of the  p a r t i c i p a n t s  h o l d i n g  two 
f l f t h s  o f  t h e  c r e d i t  .Line c o u l d  f o r c e  upon t h e  rest  of  t h e  participants 
a change i n  t h e  method of d e t e r m i n i n g  t h e  i n t e r e s t  r a t e .  H e  r e a l i z e d  
t h a t  t h e r e  w & s  a l r e a d y  some p r o t e c t i o n  f o r  c r e d i t o r s  i n  t h e  sense t h a t  
each p a r t i c i p a n t  had a n  a b s o l u t e  v e t o  power o v e r  the  i n t r o d u c t i o n  of a 
change  in t h e  method of d e t e r m i n i n g  i n t e r e s t  ra tes  on GAB l o a n s  t o  t h e  
Fund. N e v e r t h e l e s s ,  t h e  m a j o r i t y  r e q u i r e d  f o r  changing  t h e  method of 
d e t e r m i n i n g  t h e  in te res t  r a t e  s h o u l d  be h i g h e r .  H e  would p r e f e r  t h e  
i a a j o r i t y  t o  be t w o  t h i r d s  o f  t h e  p r t i c i p a n t s  h q v i n g  t h r e e  f i E t h s  o f  
t h e  t o t a l  amount of c r e d i t  a r -angements .  Moreover ,  t h e  i d e a  shou ld  be 
e x p r e s s e d  i n  a p o s i t i v e  r a t h e i  t h a n  a n e g a t i v e  way. 

Mr* Donoso i n q u i r e d  what t h e  situation would be i f  t h e  Fund proposed 
a change i n  t h e  d e f i n i t i o n  of t h e  spec ia l .  drawing r i g h t  ( S D R )  and nonerrhe- 
Less p r e f e r r e d  t h a t  t he  change s h o u l d  n o t  be ex tended  t o  a r r angemen t s  
wit.h t h e  GAB. He wondered whether  t h e  Language now proposed wou1.d covet 
t h a t  s t t i l a t i o n .  

--I__ _ I ~  - 
i/ During  t h e  d i s c u s s i o n  i t  was agreed t o  renumber pa rag raph  2L(a)  

as-paragraph 2 3 ( a )  and t o  e n t i t l e  i c  A s s o c i a t e d  Borrowing Arrangements .  
I n  consequence ,  t h e  p r o p o s a l  f o r  p r r a g r a p h  23 (Attachment  ILI) was n o t  
d i s c u s s e d .  A d i f f e r e n t  v e r s i o n ,  w ~ i t t e n  i.n t h e  l i g h t  of  the  d i s c u s s i o n ,  
was taken u p  t h e  EoLlowLng i i .orning.  
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M r .  P o l a k  commented t h a t  t h e r e  would  be merit i n  s a y i n g  t h a t  b o t h  
t h e  Fund a n d  t h e  p a r t i c i p a n t s  m u s t  agree t h a t  t h e  new ra te  b e i n g  a p p l i e d  
t o  t h e  SDR s h o u l d  a l s o  a p p l y  t o  c l a i m s  under  t h e  GAB. I t  might be 
r e a s o n a b l e  t o  s a y  t h a t  a change  i n  the method of c a l c u l a t i n g  t h e  combined 
marke t  i n t e r e s t  r a t e  s h o u l d  a p p l y  o n l y  i f  t h e  Fund and a t  l eas t  two 
t h i r d s  of  t h e  p a r t i c i p a n t s  had i n c r e a s e s  to  t h e  t o t a l  amount of t h e  
c r e d i t  a r r a n g e m e n t s  so  a g r e e d .  Moreover ,  i t  seemed r a t h e r  c u r i o u s  t o  
him t h a t  i n  t h e  p r e s e n t  document ,  which was a f t e r  a l l  a Fund document ,  
t h e r e  s h o u l d  be any  ment ion  a t  a l l  of a v o t i n g  p rocedure  f o r  t h e  
p a r t i c i p a n t s .  

FIr. Laske  s a i d  t h a t  he c o u l d  a g r e e  w i t h  Mr. P o l a k ' s  l anguage .  

The D i r e c t o r  of t h e  L e g a l  Department  i n d i c a t e d  t h a t ,  n a t u r a l l y ,  
u n l e s s  t h e  Fund proposed  a change i n  t h e  method of d e t e r m i n i n g  t h e  
r a t e  a t  which i t  p a i d  i n t e r e s t  on h o l d i n g s  of s p e c i a l  d rawing  r i g h t s ,  
t h e  problem e x e r c i s i n g  M r .  Donoso would not  ar ise .  

Mr. de  Maulde s t a t e d  t h a t  he a g r e e d  w i t h  Mr. Po lak  r e g a r d i n g  uhe 
d e s i r a b i l i t y  of  making r e f e r e n c e  i n  a Fund document t o  t h e  v o t i n g  
m a j o r i t i e s  i n  t h e  Group of Ten. 

Mr. Polak remarked t h a t  he wished  t o  make a more s u b s t a n t i v e  change .  
A l t e r n a t i v e  A had been d r a f t e d  i n  such  a way as t a  p ro t ec t  t h e  p a r t i c i -  
p a n t s  a g a i n s t  a change i n  t h e  method of c a l c u l a t i n g  t h e  combined marke t  
i n t e r e s t  r a t e ,  thtJs d e p a r t i n g  from t h e  a s sumpt ion  t h a t  the method would 
f i x  the combined marke t  i n t e r e s t  r a t e  a t  100 p e r  c e n t  of t h e  SDR ra te .  
While t h a t  migh t  be s a t i s f a c t o r y  f o r  t h e  p a r t i c i p a n t s ,  t h e  language 
would mean t h a t  t h e  p a r t i c i p a n t s  would have t o  a d h e r e  t o  100 pe r  c e n t  
of t h e  SDR ra te  3n t h e  pre. .cnt formulation, even i f  botl .  t h e y  and  t h e  
Fund t h o u g h t  that a new d e f i n i t i o n  s h o u l d  a p p l y  b o t h  i n  t h e  Fund and 
t o  c r e d i t s  from t h e  GAR.  One way  of making h i s  p o i n t  trould be t o  s a y  
t h a t  " t h e  Fund s h a l l  pay i n t e r e s t  on i t s  indeb t sdnes . s  a t  a ra te  equal 
t o  t h e  combined market  i n t e r e s t  r a t e  computed by tl;e Fund from time t o  
time f o r  t h e  pu rpose  of d e t e r m i n i n g  t h e  r a t e  a t  which i t  p a y s  i n t e r e s t  
on  h o l d i n g s  of spec ia l  d rawing  r i g h t s . "  Mr. Erb had c o r r e c t l y  a s k e d  
f o r  some f l e x i b i l i t y  i n  t h e  p r o t e c t i o n  f o r  p a r t i c i p a n t s .  Suppose ,  f o r  
i n s t a n c e ,  t h a t  t h e  Fund  d e c i d e d  t h a t  t h e  SDR i n t e r e s t  ra te  ought  t o  be 
a t  80 p e r  c e n t  of t h e  combined marke t  r a t e ;  a t  t h e  same time i t  cou ld  
be agreed--with p a r t i c i p a n t s  p o s s e s s i n g  veto power by t h e  p rope r  v o t i n g  
formula  and the  Fund c o n c u r r i n g - - t h a t  t h e  i n t e r e s t  on t h e  Fund ' s  i n d e b t -  
edness  t o  t h e  GAB would s t a y  a t  100 per  c e n t .  Using h i s  l anguage  
would s i m p l i f y  t h e  whole pa rag raph .  

Mr. Anson commented t h a t  M r .  Polak's l anguage  amounted tc. a corn- 
p l e t e l y  ne'./ p r o p o s a l .  A f t e r  all, p a r t i c i p d n t c  s h o u i d  be e n t i t l e d  t o  
assume t h a t  t h e  r a t e  t h a t  t h e  Fund would p a y  O R  i t s  i n d e b t e d n e s s  t o  the 
GAB v o u l d  c o n t i n u e  t o  be a market: r a t e ,  e v e n  i f  t h e  c a l c u l a t i o n  o f  t h e  
marke t  r a t e  changed. The claims were  t o  be p u t  i n t o  r e s e r v e s ,  and he 
d i d  n o t  b e l i e v e  t h a r  a n y  p o t e n t i a l  l e n d i n g  a u t h o r i t i e s  c o u l d  agree t o  
a p r o p o s i t i o n  t h a t  t he re  s h o u l d  be a r e s e r v e  a s s e t  t h a t  d l d  n u t  c a r r y  
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a Diaiket rate.  I f  Mr. P o l a l c ' s  Eormula t ion  were a d o p t e d ,  i i  ww1.d P c  
i l eces sa ry  t o  refer  t o  a g r e m e n t  by "ail. p a r t i c i p a n t s , "  someth ing  tirat 
most speakers wfshed t o  avcid.  The parag raph  as  w r i t t e n  d i d  n o t  a c h i e v e  
t h e  e f f e c t :  d e s i r e d  by Era Laske and o t h e r s .  One way of d e a l i n g  w i t h  t h e  
mi%tCi?K might  be t o  make t h e  second s e n t e n c e  r e a d ;  "A change i n  t h e  me:hod 
of  c a l c u L a t i n g  t h e  combined- market i n t e r e s t  r a t e  s h a l l  a p p l y  only i f  t h e  
Fund and  at l e a s t  two t h i r d s  of t h e  p a r t i c i p a n t s l . .  * ' '  

Mr. Laske s t a t e d  t h a t  he could accept Mr, Anson's p r o p o s i t i o n .  

M r .  Erb r a i s e d  t h e  ;7ofnt t h a t  i f  there were an a s s o c i a t e d  member, 
which would in e f f e c t  be treated a s  i f  i t  were a p a r t i c i p a n t  and t h u s  
have v o t i n g  r i g h t s ,  i t  might  be n e c e s s a r y  t o  t a k e  t h o s e  v o t e s  i n t o  accoun t  
when making a change i n  t h e  i n t e r e s t  r a t e  c a l c u l a t i o n .  

The D i r e c t o r  of t h e  L e g a l  Department s u g g e s t e d  t h a t  t h e  p o i n t  c o u i d  
be met by c i r c u l a t i n g  a n  addendum t o  what was g e n e r a l l y  r e f e r r e d  t o  as  
t h e  Baumgartner l e t t e r .  While t h e  Geceral. Arrangements d i d  not  i n  any  
formal  s e n s e  i n c o r p o r a t e  t h e  l e t t e r ,  1,. was a par t  of t h e  co rpus  o f  , 

l e g i s l a t i o n .  

The T r e a s u r e r  remarked t h a t  i f  t h e  m a j o r i t y  r e q u i r e d  were de te rmined  
i n  acco rdance  with a r rangemen t s  a g r e e d  among t h e  p a r t i c i p a n t s ,  t h e  par t ic i -  
p a n t s  might w e l l  a r r a n g e  t h e  m a j o r i t y  i n  such  a way t h a t  one o f  t k L e m  
would have  a v e t o  power, which wa5 s u r e l y  what most members wished to  
a v o i d .  I t  might  t h e r e f o r e  be n e c e s s a r y  t o  i n s e r t  t he  p r o v i s o  "p rov ided  
t h a t  none of t h e  p a r t i c i p a n t s  has a ve to . "  

Mr. d e  Maulde spoke once a g a i n  i n  favor  of keeping  t h e  t e x t  as s h o r t  
as  p o s s i b l e .  The arrangemeats Petween p a r t i c i p a n t s  wou.ld c e r t a i n l y  take 
accoun t  of t h e  r e c o r d  of t h e  p r e s e n t  d i s c u s s i o n  and of t h e  Managing 
D i r e c t o r ' s  summing up. 

The Deputy Managing D i r e c t o r  remarked t h a t  h e  f e l t  t h a t  some arnezJment: 
would be r e q u i r e d  t o  t h e  Baumgartner l e t t e r ,  I.€ o n l y  because  t h e  Baumgartner 
Letter s p e c i f i e d  t h a t  t h e  p u r c h a s i n g  member, o r  t h e  member r e c e i v i n g  a 
s tand-by a r r angemen t ,  would n o t  have  a v o t e  i n  any  d e c i s i o n  t h a t  m i g h t  
be t a k e n  by t h e  p a r t i c i p a n t s .  I t  might  no t  be  e n t i r e l y  obv ious  t h a t  
when a s tand-by  ar rangement  o r  a p u r c h a s e  was not  i n v o l v e d ,  such a member 
would have a v o t e .  I t  was a p o i n t  t h a t  t h e  p a r t i c i p a n t s  might  w i s h  t o  
s peci  f y . 

M r .  Laske sa id  t h a t  he would not  have a n y  o b j e c t i o n  t o  t h e  p r o p o s a l  
hy t h e  Deputy ~ Y a n ~ e i n g  D i r e c t o r ,  p rov ided  t h a t  t h e  l a n g u a g e  w a s  "by a 
q LIZ li f i ed major  F t y es t a b  li shed among t hemse l v e  s . '* 

M r .  Po lak  s u g g e s t e d  t h a t  w h i l e  t h e  Exec i i t i ve  D i r e c t o r s  cou ld  €allow 
Mr, de  Maulde and re fer  t o  a document i n c o r p o r a t i n g  the m a j o r t t l e s  by  
which t h e  p a r t i c i p a n t s  would a g r e e  t o  a change i n  t h e  method of  computing 
t h e  combined market  r a t e ,  i t  might  he  s i m p l e r  t o  r e f e r  no t  t a  t h e  p a r t i - c i -  
p a n t s  as  a g roup  b u t  s i m p l y  t o  p a r t i c i p a n t s ,  the language  be ing  "and  a t  



Least two t h i r d s  of t h e  p a r t i c f p a n t s  h a v i n g  a t  least  three f i f t h s  o €  t h e  
t o t a l  amount agreed ...." 
t z p a r t i c i p a n t s  themselves; t h e  Fund would conduct  a po l l .  on the b a s i s  
3E i n f o r m a t i o n  p rov ided  t o  i t  by  I n d i v i d u a l  p a r t i c i p a n t s .  

T h e r e  would  be no n e e d  f o r  a d e c i s i o n  among 

Plr, Erb commented t h a t  Mr. P o l a k ' s  f o r m u l a t i o n  d t d  n o t  deal  w i t h  
t h e  p a s s f b i l i t y  of an  a s s o c i a t e d  member's hav ing  t h e  same r i g h t s  and 
obligations as the p a r t i c i p a n t .  

Mr. Polak, however ,  c o n s i d e r e d  t h a t  Mr. E r b ' s  point would be c o v e r e d ,  
p rov ided  t h a t  t h e  a r r a n g e m e n t s  w i t h  any a s s o c i a t e d  member l a i d  down t h a t  
t h e  a s s o c i a t e d  member would be coun ted  as a p a r t i c i p a n t  i n  t h e  circum- 
stances d i s c u s s e d  i n  p a r a g r a p h  9(a). It  was s u r e l y  no t  n e c e s s a r y  t o  
repeat t h e  words " a s s o c i a t e d  members" on e v e r y  occasion.  

Mr. Joyce commented t h a t ,  w h i l e  h e  was s a t i s f i e d  w i t h  Mr. P o l a k ' s  
f o r m u l a t i o n ,  he  was d i s t u r b e d  by t h e  l a n g u a g e  proposed  by t h e  D i r e c t o r  
of t h e  Legal  Department  r e g a r d i n g  t h e  op t ing -ou t  p r o v i s i o n .  I t  w a s '  
n e c e s s a r y  t o  p r e s e r v e  the  r i g h t  o€ a government  w i t h  r e s v e c t  t o  i t s  
e x i s t i n g  i n d e b t e d n e s s  t o  o p t  f o r  a c o n t i n u a t i o n  of t h e  e x i s t i n g  t e r m s ,  
even  though t h e r e  might  be  a change.  He would be happy i f  t h e  l anguage  
a t  t h e  end e€  p a r a g r a p h  9(a) r e a d ,  "p rov ided  t h a t  i f  a p a r t i c i p a n t  so 
requests a t  t h e  time t h i s  agreement  is r e a c h e d ,  t h e  change s h a l l  n o t  
a p p l y  t o  t h e  Fund ' s  i n d e b t e d n e s s  t o  t h a t  p a r t i c i p a n t  o u t s t a n d i n g  a t  t h e  
d a t e  t h e  change becomes e f f e c t i v e . "  

After f u r t h e r  d i s c u s s i o n  i t  was a g r e e d  t h a t  pa rag raph  9(a) s h o u l d  
r e a d :  
t o  the  c o m b i n e d  marke t  i n t e re s t  r a t e  computed by t h e  Fund from time t o  
t f m e  f o r  t h e  pu rpose  o f  determining t h e  r a t e  a t  which i t  pays i n t e r e s t  
on  h o l d i n g s  of special  drawi.ng r i g h t s ,  A change i n  t h e  method of  c a l c u -  
l a t i n g  t h e  combined market  i n t e r e s t  r a t e  s h a l l  a p p l y  o n l y  i f  the Fund 
and a t  l e a s t  two t h i r d s  of t h e  p a r t i c i p a n t s  having  th ree  f i f 1 . k  o E  t h e  
t o t a l  amount of t h e  c r e d i t  a r r a n g e m e n t s  so a g r e e ;  provided  r h a t  if a 
p a r t i c i p a n t  s o  requests a t  t h e  rime t h i s  agreement  i s  r e a c n e d ,  t h e  change 
s h a l l  n o t  a p p l y  t o  t h e  Fund ' s  i n d e b t e d n e s s  t o  t h a t  p a r t i c i p a n t  o u t s t a n d i n g  
3t t h e  d a t e  t h e  change becomes e f f e c t i v e . "  

"The Fund s h a l l  pay i n t e r e s t  on i t s  i n d e b t e d n e s s  a:. a r a t e  e q u a l  

'Paragraph 10 

Mr. Donoso remarked t h a t  t h e  l a s t  f o u r  l i n e s  o f  pa rag raph  10 r e a d ,  
" . . .and access t o  t hese  r e s o u r c e s  b; members s h a l l  be de t e rmined  by t h e  
F u n d ' s  p o l i c i e s  and  p r a c t i c e s  and t h e  t o t a l  a m o i i n t  of s u c h  resources  
t h a t  a re  a v a i l a b l e  t o  t h e  Fund, and s h a l l  n o t  depend on whether t h e  Fund 
c a n  barrow u n d e r  t h i s  decision." As h e  read  t ha t  l a n g u a g e ,  t h e  Fund 
ought  co d e f i n e  i t s  p o l i c i e s  i n  such  a way t h a t  t h e y  c o u l d  n o t  depend C ~ I  

whe the r  t h e  Fund c o u l d  borrow unde r  t h e  d e c i s i o n  o r  n o t .  That:  would  
s u r e l y  be i n c o r r e c t ,  f o r  t h e  i m p l i c a t i o n  was t h a t  t h e  Fund would n e v e r  
use t h e  r e s o u r c e s  made a v a i l a b l e  t o  i t  u n d e r  t h e  General  Arrangements  
t o  Borrow. 



T h e  D i r e c t o r  o €  t h e  Leg;il Deparrmenc e x p l a i n e d  t h a t  t h e  i n t e n t i o n  
was t o  s a y  t h a t  t h e  a c c e s s  l i m i t s  and a l l  o t h e r  a s p e c t s  oi Fund p o f k c i r s  
w i t h  r e g a r d  t o  access  by members t o  t h e  Fund ' s  r e s o u r c e s  shouLd be d e t e r -  
mined by the Executive Board, and t h a t  w h e t h e r  the Furid c o u l d  borrow o r  
no t  under t h e  d e c i s i o n  i n  c o n n e c t i o n  w i t h  f i n a n c i n g  pu rchases  by a pat- 
t i c i p a n t  would i n  no way a f f e c t  the Fund's  p o l i c i e s  o n  a c c e s s  t o  i t s  
r e s o u r c e s .  P u t  t h e  o t h e r  way rourrd, t h e  l anguage  was meant t o  i m p l y  
that  whe the r  t h e  Fund would f i n a n c e  a p u r c h a s e  by a p a r t i c i p a n t ,  o r  a 
n o n p a r t i c i p a n t ,  would n o t  depend on whether  t h e  p a r t i c i p a n t s  d e c i d e d  t o  
p u t  up t h e  amounts r e q u e s t e d  by t h e  Eanaging  D i r e c t o r  or  n o r .  

v-. Donoso remarked t h a t  he  s t i l l  had  d i f f i c u l t i e s  w i t h  paragraph 10. 
While ne had u n d e r s t o o d  t h e  e x p l a n a t l o n s  by t h e  D i r e c t o r  of the L e g a l  
I lepar t rnent ,  he n o t e d  t h a t  a c c e s s  t o  t h e  g e n e r a l  r e s o u r c e s  a €  t h e  Fund by 
merrbers "would be de t e rmined  by t h e  Fund ' s  p o l i c i e s  and p r a c t i c e s  and t h e  
t o t a l .  amount of such  r e s o u r c e s  t h a t  a r e  a v a i l a b l e  t o  t h e  Fund." As h e  
underscood t h e  s e n t e n c e ,  t h a t  would mean t h a t  t h e  Fund cou ld  not coun t  
on t h e  a v a i l a b t l i t y  of r e s o u r c e s  f rom t h e  Genera l  Arrangements t o  Borrow 
i n  d e f i n i n g  i t s  p o l i c i e s  r e l a t i n g  t o  a c c e s s .  T h a t  seemed t o  h i m  a 
l i m i t a t i o n  on t h e  powers of t h e  Fund t o  d e f i n e  i t s  p o l i c i e s ,  i n  a d d i t i o n  
t o  those  a l r e a d y  i n  e x i s t e n c e .  

The  Chairman e x p l a i n e d  t h a t  t h e  language  of pa rag raph  10 had b e e n  
w r i t t e n  t o  meet t h e  p r e o c c u p a t i o n  o f  E x e c u t i v e  D i r e c t o r s  who had c o n s i d e r e d  
a s i t u a t i o n  i n  which,  a l t h o u g h  there  was a need f o r  borrowed r e s o u r c e s ,  
t h e  p a r t i c i p a n t s  i n  t h e  GAB w o u l d  no t  a g r e e  t o  a n  EtCtiVaEiOn. The language  
oE parag raph  LO h a d  t h e r e f o r e  been des igned  to make . I t  c l k a r  t h a t  t h e  . 
Fund would c o n t i n u e  t o  a p p l y  i t s  a c c e s s  p o l i c i e s  even i f ,  in a moment of  
need ,  t h e  r e s o u r c e s  of t h e  GAB were n o t  a v a i l a b l e .  The i n a c c e s s i b i l i t y  
o€ t h e  r e s o u r c e s  of t h e  GAB would n o t  he a l lowed  t o  i m p a i r  t h e  r i g h t s  o f  
a member t o  have access t o  t h e  F m d ' s  g e n e r a l  r e s o u r c e s ,  even  j f  t h e  
Fund had t o  seek o t h e r  s o u r c e s  of bor rowing  t o  p rov ide  t h a t  a c c e s s .  

Mr. Donoso s a i d  t h a t  he welcomed t h e  e x p l a n a t i o n  by t h e  Chairman; 
h e  o n l y  doubted  whether  t h e  language  of pa rag raph  10 made t h e  p o i n t  c l e a r ,  
p a r t i c u l a r l y  i n  i t s  r e f e r e n c e  t9  t h e  a v a i l a b i l i t y  of g e n e r a l  r e s o u r c e s .  

The T r e a s u r e r  rioted t h a t  he  would have no  d i f f i c u l t y  i n  d e l e t i n g  
t h e  a d j e c t i v e  " g e n e r a l "  b e f o r e  t h e  word " r e s o u r c e s "  i n  t h e  second s e n t e n c e  
i n  pa rag raph  10. 

M r .  Donoso r e z a r k e d  t h a t  he would be happy w i t h  any 1.anguage t h a t  
got. away from d e f i n i n g  a c c e s s  i n  r e l a t i o n  t o  the a ' m u n t  of  r e s o u r c e s  
a v a i l a b l e  t o  t h e  Fund, which impl i ed  a l i m i t a t i o n  if the Fund c o u l d  not 
bo r row a t  a g i v e n  moment. 

After some d i s c u s s i o n ,  t h e  E x e c u t i v e  D i r e c t o r s  ag reed  t h a t  t h e  
s . ~ c o n d  s e n t e n c e  of  pa rag raph  10 shou ld  r e a d :  "Nothing i n  t h i s  d e c i s i o n  
s h a l l  a f f e c t  t he  a r : t h o r i t y  o f  t h e  Fund w i t h  r e s p e c t  t o  requests f o r  t h e  
USE o f  i t 3  r e s o u r c e s  by i n d i v i d u a l  members, a n d  a c c e s s  t o  t h e s e  r e s o u r c e s  
b y  members s h a l l  be de t e rmined  bjl the Fund ' s  pol:icj.es a n d  p r a c t i c e s ,  and  
 hail n o t  depend on whether  t h e  Fund can bor row u n d e r  t h i s  d e c i s i o n . "  
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Mew d r a f t  pa rag raph  2.1(a) (At tachment  Ti) 
-̂.I ---__- .I- 

The Execu t ive  D i r e c t o r s  took  up t h e  p r o p o s a l  by t h e  s t a f i  f o r  a 
t e x t  t o  r e p l a c e  d r a f t  yaragra, ,h  21(a). 

Mr. Erb s t a t e d  t h a t  he d i d  not  l i k e  t h e  e x p r e s s i o n  "under  which t h e  
member o r  t h e  - o f f i c i a l  i n s t i t u t i o n  i s  a s s o c i a t e d  w i t h  t h e  o b j e c t i v e s  of 
t h i s  d e c i s i o n , .  . ." He p r e € z r r e d  t h e  language  of o r i g i n a l  p a r a g r a n h  l(xi), 
which was "unde r t akes  t o  make l o a n s  t o  t h e  Fund f o r  t h e  same purposes  
and on terms comparable  t o  t h o s e  d e s c r i b e d  i n  t h i s  D e c i s i o n . .  . ." 

The Chairman, however,  remarked t h a t  s u c h  l anguage ,  w i t h  t h e  words 
"comparable  t o , "  was less f l e x i b l e  t h a n  t h e  i d e a  t h a t  Mr. Erb  had appa r -  
e n t l y  been t r y i n g  t o  i n t r o d u c e  a t  t h e  morning s e s s i o n .  He c o u l d ,  f o r  
i n s t a n c e .  imagine t h a t  a t  a g i v e n  moment t h e  Fund might  w<sh t o  e n t e r  
i n t o  a v e r y  s h o r t  agreement  w i t h  a menber c o u n t r y  f o r  t h e  same g e n e r a l  
pu rposes  as i t  would e n t e r  i n t o  an  agreement  w i t h  t h e  G A B ,  bu t  t h a t  
t h e r e  w o u l d  be a g r e a t  d i f f e r e n c e  i n  t h e  terms. Such an a r r a n g e m e n t ,  
would cause  M r .  E r b  d i f f i c u l t y  because  t h e  terms would no t  be s t r i c t l y  
comparable  t o  t h o s e  w i t h  t h e  GAR. 

Mr. Erb  i n d i c a t e d  t h a t  k e  was t r y i n g  t o  cove r  e v e r y  p o s s i b l e  c o n t i n -  
gency. A s  t h e  language  was now w r i t t e n ,  i t  was p o s s i b l e  t o  c o n c e i v e  
c h a t  a member c o u l d  u n d e r t a k e  t o  make l o a n s  t o  t h e  Fund w i t h  t h e  same 
o b j e c t i v e s  as  t h o s e  of t h e  GAB,  but  t o  come t o  a judgment t h a t  d i f f e r e d  
from t h a t  of  t he  p a r t i c i p a n t s .  Such a n  a r rangement  would s u r e l y  be u n s a t -  
i s f a c t o r y ,  He c o u l d  howevcr a c c e p t  l anguage  such  as "a bor rowing  a g r e e -  
ment between t h e  Fund and a member, o r  a n  o f f i c i a l  i n s t i t u t i o n  of a 
member t h a t  i s  no t  a p a r t i c i p a n t ,  under  which t h e  member o r  t h e  o f f i c i a l  
i n s t i t u t i o n  u n d e r t a k e s  to  make. l o a n s  t o  t h e  Fund f o r  t h e  same purposes  
and o n  t e rms  comparable  t o  t h o s e  d e s c r i b e d  f o r  t h i s  d e c i s i o n  may, w i t h  
t h e  concur rence  of all p a r t i c i p a n t s , .  . ." 

The D i r e c t o r  of t h e  L e g a l  Department remarked t h a t ,  w h i l e  compara- 
b i l i t y  w a s  a lways  a m a t t e r  of judgment ,  t h e  language  might  be t i g h t e r  
t h a n  would prove d e s i r a b l e .  

M r .  Joyce sugges t ed  t h a t  a way o u t  of the  d i f f i c u l t y  might  be t o  
s a y ,  *'. . .uader which t h e  member o r  t h e  official i n s t i t u t i o n  u n d e r t a k e s  t o  
a a k e  l o a n s  deened by t h e  Fund and t h e  p a r t i c i p a n t s  t o  be c o m p a t i b l e  w i t h  
t h e  purposes  OF t h i s  d e c i s i o n . .  . . ' I  

Mr. E r b  however  conh ide red  M r .  J o y c e ' s  l a a g u a g e  t c  d e f i n e  t o o  l o o s e  
i! r e i a t i o n s h i p .  H i s  afrn was t o  e n s u r e  t h a t  i f  t h e r e  were a borrowi.ng 
agreement  i n  which t h e  a s s o c i a t e d  member had t h e  same r i g h t s  a s  t h e  
p a r t i c i p a n t ,  i t  shou ld  a l s o  have  t h e  same o b l i g a t l o q s .  I t  would be v e r y  
compl i ca t ed  i f  t :>e  r i g h t s  a n d  o b l i g a t i o n s  of the  a s s o c i a t e d  member were 
d i f f e r e n t  from t h o s e  of p a r t i c i p a n t s .  His p o s i t i o n  would n o t  p r e c l u d e  
o t h e r  a r r angemen t s  t h a t  w o u l d  have d i f f e r e n t  d e g r e e s  of r i g h t s  a n d  o b l i -  
g a t i o n s  w h i l e  remain ing  c o n s i s t e n t  w i t h  t h e  d e s i r e s  of  t h e  a s s o c i a t e d  
members t o  be c l o s e l y  a F f i i i a t e d  w i t h  t h e  CAB,  and i t  w o u l d  s t i l t  pe rmi t  
Lendiilg arrangernpnts  of  o t h e r  t ypes  t o  be n e g o t € a t e d .  



A f t e r  f u r t h e r  d i s c u s s i o n  i t  was a g r e e d  t h a t  parag raph  2L(a)  s h o u l d  
r ead :  " A  borrawing  agreement between t h e  Fund and a member o r  an o f f i c i a l .  
i n s t i t u t i o n  of a member t h a t  i s  n o t  a p a r t i c i p a n t ,  i indcr w h i c h  t h e  member 
o r  t h e  o f f i c i a l  i n s t i t u t i o n  u n d e r t a k e s  t o  make loans  to  t h e  Fund t u  t h e  
same purposes  a s ,  a n d  on terms comparable  t o ,  t h o s e  made by p a r t i c i p a n t s  
u n d e r  t h i s  Decision, may, w i t h  t h e  concur rence  o€ a l l  p a r t i c i p a n t s ,  a u t h u -  
r i z e  t h e  Fund t o  malce c a l l s  on p a r t i c i p a n t s  i n  accordance  wf th  pa rag raphs  h 
and 7 f o r  exchange t r a n s a c t i o n s  w i t h  t h a t  member, o r  t o  make r e q u e s t s  under  
pa rag raph  i i ( e >  in c o n n e c t i o n  w i t h  a n  e a r l y  repayment of a c la im under 
t h e  bor rowing  ag reemen t ,  o r  b o t h ,  as i f  t h e y  were c a l l s  f o r  requests i n  
r e s p e c t  of a p a r t i c i p a n t . "  

Mr. E r b  t h e n  a s k e d  e i t h e r  t h a t  pa rag raph  2 1  shou id  he renamed 
" P a r a l l e l  Lending Arrangements  and  Use of C r e d i t  Arrangements f o r  Non- 
P a r t i c i p a n t s "  o r  t h a t  a s e p a r a t e  p a r a g r a p h  2 3  s h o u l d  be added,  headed 
" A s s o c i a t e d  Borrowing Arrangements  e " Paragraph 2 3  would oe t h e  t e x t  
j u s t  ag reed  upon f o r  p a r a g r a p h  2L(a) ,  t o g e t h e r  w i t h  a n  a d d i t i o n  s t z t i n g  
e x p l i c i t l y  t h a t  o t h e r  t y p e s  of p a r a l l e l  l e n d i n g  a r r angemen t s  c o u l d  con- 
c e i v a b l y  be e n v i s a g e d "  

The D i r e c t o r  of t h e  L e g a l  Department  commented t h a t  t h e r e  would 
c e r t a i n l y  be no d i r f i c u l t y  i n  p u t t i n g  i n  a s e p a r a t e  pa rag raph  23 OEI 

a s s o c i a t e d  borowing a r r a n g e m e n t s .  However, h e  was no t  certairi  t h a t  a n y  
b e n e f i t  w a s  t o  be ga ined  by a d d i n g  a p r o v i s i o n - s t a t i n g  t ha t  t h e  F u n d  
c o u l d  e n t e r  i n t o  o the r  bor rowing  a r r a n g e m e n t s ,  on t h e  grounds  t h a t  t h e  
p o i n t  was s e l f - e v i d e n t .  It seemed e q u a i l y  s e l f - e v i d e n t  t k a t  t h e  o t h e r  
borrowing a r r angemen t s  would not  be subsumed unde r  t h e  6 e n e r a l  Arrangements  
t o  Borrow. The p o i n t  might  b e s t  be made i n  t h e  commentary. 

It  was agreed  t h a t  p a r a g r a p h  21(a)  sb.ould be renumbered pa rag raph  23Ca) 
and headed "Assoc ia t ed  Borrowing Arrsngements .  '' 

T h e  Chairman, howex~er,  remarked t h a t  Mr. Erb  was r e f e r r i n g  t o  a s u b -  
c a t e g o r y  which would i n  a s e n s e  be a n  ar rangement  between t h e  Fund and  
the  l ende r  i n v o l v i n g  a n  a s s o c i a t i o n  w i t h  p a r t i c i p a n t s ,  but not as c l o s e i y  
as t h e  a r rangement  ment ioned  i n  what had become main paragraph  23. 

Mr. de Maulde s u g g e s t e d  t h a t  t h e  s e n t e n c e  cou ld  read:  "In assoc ia-  
t i o n  wf th  t h e  GAB, t h e  Fund nay a l s o  e n t e r  i n t o  o t h e r  t y p e s  of agreement . "  

M r .  Prowse c o n s i j e r e d  t h a t  t h e  pu rpose  of a n y  a d d i t i o n a l  t e x t  wou?d 
be t o  e s t a b l i s h  t h a t  members of  t h e  GAB and a s s o c i a t e d  membe:s might make 
o t h e r  t y p e s  of a r rangement  w i t h  t h e  Fund. Second)  n o n p a r t i c i p a n t s  might  
mzke l o a n s  t o  t h e  Fund t h a t  were a s s o c i a t e d  w i t h  t h e  p u r p o s e s  of t h e  (;,IS8 
He d i d  not q i l i t e  u n d e r s t a n d  w h a t  the p l i rpo6e  of r e f e r r i n g  t o  the second 
c a t e g o r y  was un le s s  t h e  paragrb2t-t went 0 1 1  t o  d e f i n e  t he  i m p l i c a t i o n s  ' i f  

s u c h  an  arrangement. 

F l r .  E rb  e x p l a i n e d  t h a t  i n  h i s  mind t h e  purpose was t o  s t a t e  e x p L i c i t ; . y  
t h a t  t h e r e  were o t h e r  p o s s i b l e  t y p e s  of a s s o c i a t e d  l e n d i n g  arrariaernents 
t h a t  c o u l d  be a c t i v a t e d  i n  assoc i42+ion  w i t h  t h e  C.U.  The n a t u r e  o f  t h e  



2 s s o c i a t e d  atrangemencs C O C I ~  J run t h e  f u l l  s p e c t r i m  from a coirnt.ry 's  
saying  on i3n a d  hoc  bas i s  t h a t  i t  W W " ~  l t k e  t o  Lend i n  a s s o c i a t i o n  w i t h  
 ne CAR, t o  a n  arrangement t h a t  r e q u i r e d  no r e  l a t i o n s h i p  a t  a i l  be tween  
t h e  l e n d e r  and p h r t t c f p a n t s  i n  the G.G. The r r l a t i o n s h t p  m i g h t  be o n l y  
between t h e  a s s o c t a t e d  member and t h e  Fund. O r ,  it: might  be t h a t  a t  t h e  
t i m e  of t h e  activation cf c h e  G!i5 t h e  l e n d e r  i n  question worrld be part 
of t h e  consultaiion process w i t h  t h e  GAR p a r t i c i p a n t s  Lending a t  t h a t  
t h e ,  There  were fn f a c t  many d i f f e r e n t  pgssibilities. 

Mr. Nirna ta l lah  wondered whether  H r .  E r b ' s  p r o p o s a l  would  riot be 
r a r e  easlly e x p r e s s e d  -if t he  pa rag raph  he had i n  mind s r a r t e d  by a 
r e f e r e n c e  t o  a rnemher wishing t o  l e n d  t o  t h e  Fund, r a t h e r  t han  by a 
rcferer;ce t o  t h e  Fund. 

Fir. Prowse remarked t h a t ,  a s  he unde r s tood  i t ,  a c o u n t r y  c u u l d  become 
a o  a s s o c i a t e d  member f o r  t h e  purpose of a p a r t i c u l a r  t r a n s a c t i o n ,  and 
t h a t  t h a t  t r a n s a c t i o n  would h a v e  t h e  same o b l i g a t i o n s ,  r i g h t s  arid respon-  
s i b i l i t i e s  as i f  i t  were a n  a s s o c i a t e d  member of t h e  CAB. I n  o t h e r  w o r d s ,  
the c o u n t r y  would l e n d  on t h e  same terins and f o r  t h e  same purposes as 
would be s e r v e d  by a n  a c t i v a t i o n  of t h e  GAR. E u t ,  whe the r  t h a t  country 
had a n y  r i g h t s  flowing from t h a t  l o a n  would depend QI-~ a d e c i s i o n  of  t h e  
p a r t i c i p a n t s  i n  t h e  GAB a t  t h a t  time. 

Mr. E r b  e x p l a i n e d  t h a t  -what he had had i n  mind L L S  t h a t  the Lending 
by d g€veti member would pe rhaps  i n v o l v e  a n  agreement  between t h e  p a r t i c i -  
pants i n  the  G A B  and the o u t s i d e  member t h a t  w i s h e d  t o  p a r t i c i p a t e  at a 
c e r t a i n  moment, t h e  p a r t i c i p a t i o n  perhaps  t a k i n g  t h e  form o n l y  of c o n s u l -  
t a t i o n .  T h e r e  migh t  f o r  i n s t a n c e  be members  of t h e  Fund t h a t  would w i s h  
t o  be a s s o c i a t e d  with t h e  GAB o n l y  when t h e  G A B  w a s  a c t i v a t e d  €or nonpar -  
t i c i p a n t s ;  and agreement  might  be a r r a n g e d  between the p a r t i c i p a n t s  i n  
t h e  CAR .end t h a t  member as  t o  what would be i n v o l v e d  i n  a c o n s u l t a t i o n .  
H i s  on!.y purpose i n  s u g g e s t i n g  a n  e x p l i c i t  s e n t e n c e  was to  i n d i . c a t e  t h a t  
chere were o t h e r  p o s s i b i l i t i e s .  

-- Parag raph  2 1 ( c )  

Mr. Tvedt  s a i d  t h a t  he we!comed t h e  language  i n  ph rag raph  2 l ( c ) ,  
under  w h i c h  t h e  Planaging D i r e c t o r  might i n i t i a t e  t h e  p rocedure  f o r  making 
ca.Lls. However, t h e  Fund could not  borrow a nonmember's cur rency ,  and 
t h e  w o r d i n g  of t h e  preamble had been  changed from "Lend t h e i r  c u r r e n c y "  
t o  "make loans . "  he t h e r e f o r e  wondered why i n  pa rag raph  2 t h e  l anguage  
s t i l l  read  " t o  l e n d  i t s  c u r r e n c y . "  

The D i r e c t o r  O €  the  Legal Department  expla . ined t h a t  parag raph  2 
r e f e r r e d  t o  t h e  c o u n t r i e s  set  f o r t h  i n  t h e  Annex--namely, t h e  o r i g i n a l .  
p a r t i c i p a n t s - - s o  t h a t  t h e r e  was n o  need t o  change the  l anguage .  

I t  was zgreed  t o  Leave pa rag raph  2 unchanged.  

The T r e a s u r e r  reinark.ed t h a t  pa rag raph  2 r e f e r r e d  onJ.7 t o  members; 
i t  d i d  not  r e f e r  t o  t h e  N a t i o n a l  Bank of S w i t z e r l a n d .  Consequen t ly  
" l e n d  i t s  c u r r e n c y "  was s a t i s f a c t o r y .  
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Mr. Prowse commented t h a t  i n  p a r a g r a p h  2 1 ( c )  o n  page 1 4  o f  SPi/82/239, 
R e v i s i o n  2 ( 1 / 3 1 / 8 3 ) ,  t h e  t e x t  s p e l l e d  o u t  t h e  c i r c u m s t a n c e s  i n  which 
t h e  Manclging D i r e c t o r  might i n i t i a t e  t h e  p r o c e d u r e  f o r  making c a l l s  " i f ,  
a f t e r  c o n s u l t a t i o n ,  he c c n s i d e r s  t h a t  t h e  Fund f a c e s  a n  inadequacy  of  
r e s o u r c e s  t o  meet a c t u a l  and e x p e c t e d  r e q u e s t s  f o r  f i n a n c i n g  . . . . * I  Although 
t h e  l a n g u a g e  had l o n g  been  a c c e p t e d ,  h e  wondered whether  i n  f a c t  t h e  tern: 
"and e x p e c t e d "  meant c h a t  e x p e c t e d  r e q u e s t s  c o u l d  i n i t i a t e  t h e  p r o c e d u r e  
f o r  making ca l l s  on p a r t i c i p a n t s  i n  t h e  G A B ,  and w h e t h e r  E x e c u t i v e  D i r e c t o r s  
wanted e x p e c t e d  r e q u e s t s  t o  have  t h a t  e f f e c t  w i t h o u t  t h e  Fund's  h a v i n g  
t h e  r e q u e s t s  a c t u a l l y  i n  hand. 

The D i r e c t o r  of t h e  L e g a l  Department  e x p l a i n e d  t h a t  t h e  purpose was 
t o  e n a b l e  t h e  Managing D i r e c t o r ,  f a c e d  w i t h  e x p e c t e d  r e q u e s t s ,  t o  approach  
t h e  p a r t i c i p a n t s  on t h e  b a s i s  e i t h e r  of a c t u a l  r e q u e s t s  a l o n e  or of  
e x p e c t e d  r e q u e s t s  a l o n e ,  i n  o r d e r  t o  s t a r t  n e g o t i a t i o n s .  

Wr. J o y c e  commented t h a t  he had u n d e r s t o o d  t h a t  t h e  language  r e f l e c t e d  
a s i t u a t i o n  i n  which n o r m a l l y  a n  a c t u a l  r e q u e s t  would be such a s  t o  c r e a t e  
a n  inadequacy  of r e s o u r c e s .  T h e r e  might  however be cases when, i n  a d d i t i o n  
t o  a c t u a l  requests--which would by t h e m s e l v e s  n o t  o c c a s i o n  a n  inadequacy-- 
t h e r e  were r e q u e s t s  i n  t h e  o f f i n g ,  meaning e x p e c t e d  r e q u e s t s ,  which,  t a k e n  
t o g e t h e r  w i t h  t h e  a c t u a l  r e q u e s t s ,  would add up t o  a t o t a l  t h a t  i n d i c a t e d  
an i n a d e q u a c y  of r e s o u r c e s  I 

Mr. Prowse observed  t h a t  a c t u a l  r e q u e s t s  might  o f t e n  be i n s i g n i f i c a n t ,  
w h i l e  looming o r  e x p e c t e d  r e q u e s t s  might  be l a r g e .  Did E x e c u t i v e  D i r e c t o r s  
w i s h  t o  t r i g g e r  t h e  a c t i v a t i o n  of t h e  G M  in t h o s e  c i r c u m s t a n c e s ?  

The T r e a s u r e r  remarked t h a t  t h e  l a n g u a g e  might  n o t  be n e c e s s a r y  a t  
a l l  because p a r a g r a p h  2 l ( c )  supposed  t h a t  t h e r e  would be a n  a c t u a l  r e q u e s t  
under  p a r a g r a p h  2 1 ( h ) .  When t h e  Managing D i r e c t o r  had a n  a c t u a l  r e q u e s t ,  
h e  had t u  c o n s i d e r  t h e  a v a i l a b i l i t y  of t h e  Fund ' s  r e s o u r c e s  i n  t h e  l i g h t  
n o t  o n l y  of t h a t  r e q t i s t  bu t  a l s o  of any  o t h e r  r e q u e s t  Cor Fund f i n a n c i n g  
t h a t  was e i t h e r  a c t u a l  o r  e x p e c t e d .  

The D i r e c t o r  of t h e  T.,egal Department  s t a t e d  ti'.?t t h e r e  was no doubt 
t h a t  a p r o p o s a l  c o u l d  be made o n l y  i n  r e l a t i o n  t o  an  a c t u a l  r e q u e s t n  
The q u e s t i o n  u n d e r  c o n s i d e r a t i o n  was w h e t h e r  t h e  Managing D i r e c t o x  c o u l d  
approach  t h e  p a r t i c i p a n t s  b e f o r e  making a p r o p o s a l  t o  e n a b l e  them t o  
d e t e r m i n e  t h a t  t h e  c i r c u m s t a n c e s  s p e c i f i e d  i n  p a r a g r a p h  2 1 ( c )  a c t u a l l y  
e x i s t e d .  Oil t h a t  b a s i s ,  t h e  language  of p a r a g r a p h  21.(c) was c o r r t , = t .  
What was requireci  was a d e t e r m i n a t i o n  of inadequacy  f i r s t  b y  t h e  Managing 
Director a n d  then by t h e  p a r t i c i p a n t s ,  a n d  t h a t  inadequacy  had t o  be a n  
inadequacy  t o  meet n o t  o n l y  a c t u a l  r e q u e s t s ,  i f  the  Managing D i r e c t o r  
had t h e m ,  bu t  a l s o  e x p e c t e d  r e q u e s t s .  T h e  Managing D i r e c t o r  would i n  
f a c t  t a k e  i n t o  a c c o u n t  t h e  whole ensemble of r e q u e s t s ,  whetber  a c t u a l  o r  
e x p e c t e d .  The language  d i d  n o t  mean t h a t  t h e r e  had i n  f a c t  CO be a c t u a l  
r i l q u e s t s .  T h a t  was t h e  i n t e n t i o n  of t h e  D e p u t i e s  as he had unders tood  it. 

Mr. Prowse s a i d  t h a t  i f  t h a t  t t n d n r s t a n d i n g  were r e c o r d e d ,  he c o u l d  
accept  t h e  language  as  i t  s tood .  
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It was a g r e c d  t o  renumber p a r a g s a o h s  2 1 ( b )  and Z l ( c )  i n  consequence  
of p a r a g r a p h  21(a) h a v i n g  become p a r a g r a p h  23(a).  

Draft  pa rag raph  2 3 ( b )  -- 
M r .  E T ?  t h e n  proposed  t h a t  a d r a f t  pa rag raph  2 3 (  b) s h o u l d  r e a d :  

"Other  forms o t  a s s o c i a t i o n  between a member o r  a n  o f f i c i a l  i n s t i t u t i o n  
o f  a member l e n d i n g  t o  t h e  Fund, and t h e  p a r t i c i p a n t s  i n  t h i s  d e c i s i o n ,  
are p o s s i b l e . "  

The D i r e c t o r  of the Lega.1 Depar tment  commented t h a t  i f  Mr. E r b ' s  
i n t e r i t i o n  was t h a t  t t  would be p o s s i b l e  t o  e s t a b l i s h  some k ind  of a n  
a s s o c i a t i o n  unde r  t h e  d e c i s i o n  be tween t h e  p a r t i c i p a n t s  and o t h e r  a s s o t i  a t e  
l e n d e r s ,  t h e  p o i n t  was a l r e a d y  c o v e r e d  i n  pa rag raph  23 (a ) .  I f  Mr. Erb  
had a d i f f e r e n t  p o i n t  i n  mind ,  i t  would need t o  be s p e i l e d  o u t  i n  more 
de t a i 1 . 

The Chairman remarked t h a t  h e  u n d e r s t o o d  Mr. Erb t o  be t r y i n g  . t o  
d e s c r i b e  a n  a r r angemen t  t h a t  would n o t  be s o  c l o s e l y  d e f i n e d  as t h e  
agreement  i n  pa rdgraph  2 3 ( a j ;  w h a t  i t  would do would be t o  open up  avenues  
o f  c o l l a b o r a t i o n  i n  a r a t h e r  l o o s e r  form. 

Mr. d e  Maulde s a i d  t h a t  i t  ough t  t o  be p o s s i b l e  t o  meet Mr. E r b ' s  
pu rpose  by rewording  p a r a g r a p h  23(a) t o  r e a d :  "Borrowing ag reemen t s  may 
be e n t e r e d  i n t o  between t h e  Fund and a member o r  an o f f i c i a l  i n s t i t u t ' . o n  
of a member t h a t  was n o t  a p a r t i c i p a n t ,  under  which t h e  member o r  t h e  
o f f i c i a l  i n s t i t u t i o n  u n d e r t a k e s  t o  makc l o a n s  t o  t h e  Fand f o r  t h e  pu rposes  
of t h i s  d e c i s i o n .  Such borrowing a g r e e m e n t s ,  made on terms comparable  t o  
t h o s e  made by p a r t i c i p a n t s  may, w i t h  t h e  c o n c u r r e n c e  of t h e  p a r t i c i p a n t s ,  
a u t h o r i z e  t h e  Fund... ." He h imse lE  d i d  n o t  l i k e  Mr. E r b ' s  v e r s i o n  bechicse 
o f  a n  o b j e c t i o n  t o  end ing  3 l e g a l  d e c i s i o n  w i t h  t h e  word " p o s s i b l e . "  

Mr. Erb  commented t h a t  t he re  seemed t o  be two s e p a r a t e  p o i n t s ;  t h e  
f i r s t  had been piit  forward by t h e  D i r e c t o r  of the  Lega l  Department  t o  
t h e  e f € e c t  t h a t  t h e  Fund might e n t e r  i n t o  a n  agreement  compLstely o u t s i d e  
:he G e n e r a l  Arrangements  t o  Borrow. He had no o b j e c t l o n  t o  men t ion ing  
t h a t  p o i n t ,  which was however n o t  h i s .  The p o i n t  t h a t  was c o n c e r n i n g  
him was t h a t  i n  d r a f t  p a r a g r a p h  2 3  t h e r e  was a pas sage  t h a t  r e a d ,  "unde r  
w h i c h  t h e  member o r  t h e  oFF ic i aL  i n s t i t u t i o n  u n d e r t a k e s  t o  make Loans t o  
t h e  Fund f o r  t h e  same purpose  as and on terms comparable  t o  t h o s e  made 
by p a r t i c i p a n t s  under  t h i s  d e c i s i o n . "  H i s  a im  was t o  i n d i c a t e  t h a t  
t h e r e  might  be a n  i n t e r m e d i a t e  a r r angemen t  by w h i c h  a n  a s s o c i a t e d  rnpmber 
c o u l d  associate w i t h  p a r t i c i p a n t s  i n  t h e  G e n e r a l  Arrangements  t o  Borrow 
but  not go s o  far a s  to  have  L d e n t i c a l  t e rms .  T h e  a r r angemen t  might  
s i m p l y  be t o  p a r t i c i p a t e  i n  nree t ings  of the General Arrangements  t o  
Rorrow, o r  t o  c o n s u l t  w i t h  p a r t i c i p a n t s ,  o r  t o  a s s o c i a t e  w i t h  them € O K  

Lending t o  n o n p a r t i c i p a n t s ,  a n y  of  w h i c h  c o u l d  be n e g o t i a t e d  w i t h  t h e  
p a r t i c i p a n t s  i n  t h e  G A B .  

T h e  D i r e c t o r  o €  t h e  Legal  Department  obse rved  t h a t  w h i l e  i t  would 
be s i - i p i e  t o  write Language a r r a n g i n g  € o r  a s s ~ c i a t e  members to a r r a n g e  
t o  c . > l t s u l t  w i t h  t h e  P a r t i c i p a n t s ,  i t  was i m F 7 r t a n t  t o  ki1oW whether  Mr. E r h  
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c o n t e m p l a t e d  t h a t  under  t h o s e  a r r a n g e m e n t s  i t  wouid be r ;ossible  t o  provide.  
€ o r  one of t h e  t y p e s  of b e n e f i t s  i n  r e l a t i o n  t o  t h e  p o t e n t i a l  l e n d e r  t ha t  
was specif . i .ed i n  d r a f t  Daragraph  23(a) .  I f  tna t  was Mr. E r b ' s  i n t e n t i o n ,  
t h e  b e s t  p r o c e d u r e  would be t o  l e a v e  t h e  t e x t  O F  d r a f t  p a r a g r a p h  23(a)  
as i'. s t o o d ,  and t o  a d d  a s e p a r a t e  senter .ce  t h a t  i t  would be p o s s i b l e  t o  
h a v e  some o t h e r  t y p e  of a borrowing ar rangement  i n v o l v i n g  a d i f f e r e n t  
t y p e  o€  a s s o c i a t i o n .  

The Chairman proposed  t h a t  M r .  Erb's p o i n t  s h o u l d  be t h a t  by i n t r o -  
d u c i n g  p a r a g r a p h  2 3 ( b ) ,  r e a d i n g :  "Other  forms o f -  a s s o c i a t i o n  w i t h  t h e  
General Arrangements  t o  Borrow c a n  be e n v i s a g e d  t h a t  would not  e n t a i l  
t h e  l e g a l  c o n s e q u e n c e s  ment ioned  i n  p a r a g r a p h  2 3 ( a )  above. " 

Mr. E r b  a c c e p t e d  t h e  Chairman's  p r o p o s a l .  

Nr. Anson coinmented t h a t  i t  was s u r e l y  u n n e c e s s a r y  t o  say t h a t  t h f  
Fund c o u l d  borrow from any  s 3 u r c e  i t  wished;  a l l  t h e  language  he had 
h e a r d  s o  f z r  s e e m d  t o  be i m p l y i n g  some s o r t  of  r e s t r i c t i o n  o n  t h e  Flind's 
r i g ' l t  t o ' d o  so, From a p r a c t i c a l  p o i n t  P €  view,  i t  was e s s e n t i c l  t o  
' P  L s i < i L  ;i. - m r d s  " w i t h  bhe c o n c u r r e n c e  of t h e  p a r t i c i p z n t s . "  One way of 
i n w r i n g  Mr. E r b ' s  p o i n c  might  be t o  s a y :  "Nothjng i q  t h e  d e c i s i o n  shouLd 
p r e c l u d e  t h e  Fund,  w i t h  t h e  conc i i r r ence  of tile p a r t i c i p a n t s  , from e n t e r i n g  
i n t o  o t h e r  iorms of a s s c c i a t i o n . "  

- 
A f t e r  f u r t h e r  discuSsi .cn i t  w a s  a g r e e d  t h a t  t h e  p a r a g r a p h  s h o u l d  

r e a d :  " ( b )  Nothing i n  t h i s  d e c i s i o n  s h a l l  p r e c l u d e  t h e  Fund from e n t e r i n g  
i n t c  any o t h e r  t y p e  of bor rowing  a g r e e m e n t ,  i n c l u d i n g  a n  agreement  
i n v o l v i n g  a n  a s s o c i a t i o n  between t h e  Fund,  t h e  l e n d e r  and  p a r t i c i p a n t s ,  
t h a t  d o e s  not c o n t a i n  t h e  a u t h o r i z a t i o n s  r e f e r r e d  tG i q  p a r a g r a p h  23(a) . "  

The E x e c u t i v e  D i r e c t o r s  i n v i t e d  t h e  s t a f f  t o  p r e p a r e  a p a p e r  showing 
t h e  ct .anges ana a d d i t i o n s ,  i n c l u d i n g  d r a f t  p a r a g r a p h s  2 3 ( a )  a n d  2 3 (  b ) ,  
a g r e e d  t o  d u r i n g  t h e  p r e s e n t  m e e t i n g  f o r  r e v i e w  t h e  f o l l o w i n g  morning .  

2. IRAN - S I Z E  OF QUOTA 

tir. Sa lehkhou made t h e  f o l l o w i n g  s t a t e m e n t :  

I have  been i n s r r u c t e d  by my Governor  o f  t h e  Fund f o r  Irar, 
t o  reqilest f a v o r a b l e  c o n s i d e r a t i o n  by t h e  E x e c u t i v e  Board o f  the 
use--far t h e  purpose  o f  d e t e r m i n i n g  t h e  si.ze of  q u o t a  t o  be made 
a i l a i l a b l e  ir! t h e  E i g h t h  G e n e r a l  Ftevfew--of q u o t ?  s i z e  t h a t  had 
been a v a i L a h i e  t o  t h e  I s l a m i c  R e p u b i i c  o f  Iran under the. Seventh  
General Review. In trie e x a m i n a t i o n  of t h i s  Leques t ,  t h e  E x e c u t i v e  
Di rec tors  may wish t o  t a k e  i n t j  a c c o u n t  t h a t  t h e  p e r i o d  o €  c o n s e n t  
c o  t h e  i n c r e a s e  u n d e r  t h e  S e v e n t h  Review c o i n c i d e d  w i t h  pas  t- 
r e v o l u t i o n a r y  e v e n t s  t h a t  . ; i gn iE ied  p r o b a b l y  t h e  L J S ~  c r i t i c a l  
p e r i o d  i n  I r a n ' s  modern h i s t o r y .  

A number of s x t r a o r d i . n a r y  d e v e l o p m e n t s ,  l a r g e i y  beyond tlhe 
c o n t r o l  o f  t h e  I r a n i a n  a u t h o r i t i e s ,  made t h e  c o n s c n t  t o  t h e  
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proposed  i n c r e a s e  under  t h e  Seven th  ?.eview v i r t u a l . L y  i m p o s s i b  L? 
i: p r a c t  i e a l  t e rms .  The e v e n t f u l  p e r i o d  WZS c h a r a c t e r i z e d  b y  
s e v e r a l  a d v e r s e  deve lopmen t s ,  p a r t i c u l a r l y  s e v e r e  e x t e r n a l l y  
imposed m i l i t a r y ,  p o l i t i c a l ,  and economic c o n s t r a i n t s  on  t h e  
c o u n t r y ,  a1 L of which n e g a t i v e l y  af f s c t e d  p u b l i c  o p i n i o n  and 
l a r g e l y  c o n t r i b u t e d  t o  t h e  development: of  deep  a p p r e h e n s i o n  
among t h e  peop le  and  t h e  o f f i c i a i s  w i t h  r e g a r d  t ,  some a s p e c t s  
o f  the  e x t e r n a l  w o r l d ,  which was a d m i t t e d l y  p e r c e i v e d  as  a n t a -  
qanfs t  i c  under  t h e  t h e n - p r e v a i l i n g  c i r cums tanceL .  Such a 
s i t u a t i o n  made i t  u n d e r s t a n d a b l y  a l l  t h e  more d i f f i c u l t  f o r  t h e  
new a u t h o r i t i e s  t o  assess t h e i r  r e l a t i o n s  w i t h  o l d  and  new 
p a r t n e r s  ds w e l l  as w i t h  i n t e r n a t i o n a l  i n s t i t u t i o n s  and t o  
e s t a b l i s ! i  a normal  and  f a i r  r e l a t i o n s h i p  w i t h  them. 

I t  s h o u l d  be noted t h a t  owing t o  t h e i r  i p r e o c c u p a t i o n  w i t h  
a h o s t  o f  u r g e n t  matters and  p r e s s i n g  p r i o r l t i e s ,  t h e  a u t h o r i t i e s  
found i t  i m p o s s i b l e  t o  a v a i l  t h e m s e l v e s  of  a l l  t h e  e x i s t i n g  
i n f o r m a t i o n  c o n c e r n i n g  Fund q u o t a  i n c r e a s e s  and t h e i r  i m p l i c a -  
t i o n s .  F u r t h e r ,  t h e  f r e e z i n g  of I r a n i a n  e x t e r n a l  a s s e t s  d i d  
n o t  p o s i t i v e l y  c o n t r i b u t e  t o  b e t t e r  m u t u a l  u n d e r s t a n d i n g .  

C i rcums tances  have g r e a t l y  changed ,  and t h e  p o l i t i c a  t 
enviconment  i n  I r a n  i s  p r o g r e s s i v e l y  being normalized. Accord- 
i n g l y ,  t h e  I r a n i a n  a u t h o r i t i e s  a re  now prepa red  t o  a s s o c i a t e  on 
a new, f a i r ,  and  j u s t  b a s i s  w i th  t h e  i n t e r n a t i o n a l  community 
and p o s i t i v e J y  t o  p l a y  a r o l e  t h a t  i s  c o m p a t i b l e  w i t h  h e r  po ten-  
t i a l  and  i n  acco rdance  w i t h  h e r  i ndependence ,  s o v e r e i g n t y ,  and 
c o n s t i t u t i o n a l  commitments,  i n c l u d i n g  c l o s e  c o o p e r a t i o n  w i t h  
T h i r d  World n a t i o n s  i n  t h e i r  endeavor  Tor r a p i d  development .  
T h e  I s  L a m i c  R e p u b l i c ' s  economic situation has also g r e a t  Ly 
improved a s  a r e s u l t  of s e v e r e  a u s t e r i t y  mer -u ie s  t h a t  have 
e n a h i e d  h e r  t o  s t r e n g t h e n  h e r  e x t e r n a l  p a y m e r i t s  and r e s e r v e  
p o s t t i o n s  despite t h e  heavy burden of c e r t a i n  c o n d i t i o n s  
p r e v a i l i n g  i n  t he  a r e a  and w i t h o u t  r ecour se  t o  any  f o r e i g n  
bor rowings .  At t h e  same t i m e ,  o iL  g r o d u c t i o n  and expor t s - -  
t h e  major t r a d i  t i o r L d l  sourc-2 of the  c o u n t r y ' s  f o r e i g n  exchange 
e a r n i n g s - - a f t e r  s h a r p  f l u c t u a t i o n s  h a v e  s e t t l e d  a t  A l e v e l  t h a t  
h a s  r e s u l t e d  i n  I r a n ' s  emerging a s  t h e  s e c o n d - - l a r g e s t  O r t C  o i l  
p roduce r .  

E x e c u t i v e  D i r e c t o r s  may a l s o  take  i n t o  accoun t  tha t  I r a n  
h a s  r r r a d i t i o n a l l y  been a l a r g e  c o n t r i b u t o r  co Fuiid r s s o u r c e s  .dnd  
h a s  s t r o n g i y  suppor t ed  t h e i r  con t inued  expans ion  t d  e n a b l e  the  
Fund  t o  p l a y  3 inore acc: ive r o l s  i n  C h e  i n t e r n a t i o n a l  f i n a n c i a l  
sys:em. P i o n e e r i n g ,  a n d  a c t i v e  p a r t i c i p a t i o n  i n ,  t h e  o i l  facility 
is ;In example o f  I r a n ' s  c o o p c r a t l o n  w i t h  t he  Fund. The I r a n i a n  
a u t h o r i t i e s  have m a i n t a i n e d  a p o s i t i v e  a c t  i t u d e  t o v a r d  cooperating 
w i t h  t h e  F u n d .  D e s p i t e  all t h e  economic h a r d s h i p s  t h e  c o u n t r y  
h a s  s u f f e r e d  i n  r e c e n t  y e a r s ,  s h e  has  r e l i e d  e n t i r e l y  o n  her own 
e f  fo r t s - - a t  t h e  c o s t  of great sacrif i ces - - thus  a v o i d i n g  r e c o u r s e  
ce IMF and o t h e r  i n t e r n a t i o n a l  r e s o u r c e s .  'The p r e s e n t  r e q u e s t  
s h ( l u l d  t .!lt?tefore be c o n s  iderer l  i n  the . l ighl :  o €  s u c h  cons i .dera t io! i s  
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I r a n ' s  s h a r e  i n  t h e  p r e s e n c  q u o t a s  is e q u i v a l e n t  t o  o n l y  
a b o u t  one  h a l f  o f  her share i n  c a l c u l a r e d  q u o t a s  and i s ,  t h e r e -  
€ o r e ,  e x c e p t i o n a l l y  o u t  o f  li.1e. .?ny rnet'iod of  d i s t r i b u t i o n  of  
tne o v e r a l l  i nc rease  under  t h e  E i g h t h  G e n e r a l  Review w i l l .  o n l y  
m a r g i n a l l y  a f  Eect t h i s  Large d i s c r e p a n c y ,  and t h e  r e s u l t i n g  
q u o t a  will be €ar  from r e f l e c t i n g  t h e  s i z e  of  I r a n ' s  economy o r  
h e r  p o t e n t i a l  f o r  c o o p e r a t i o n  w i t h  t h e  Fund and f o r  p a r t i c i p a t i o n  
i n  Fund q u o t a  i n c r e a s e s .  

I n  the p a s t ,  t h e  Execut ive Board,  by a c c e p t i n g  a number o €  
r e q u e s t s  f o r  t h e  e x t e n s i o n  of t h e  p e r i o d  oE c o n s e n t  under t h e  
S e v e n t h  G e n e r a l  Review, had k i n d l y  e x p r e s s e d  i t s  s y m p a t h y  t o  t h e  
Fslamic Republic  of  I r a n  and i t s  u n d e r s t a n d i n g  of t h e  e x c e p t i o n a l  
d f f  E i c u l t i e s  t h a t  s h e  w a s  undergoing .  F u r t h e r ,  b y  D e c i s i o n  
No, 6 7 4 7 - ( 8 1 / 8 2 ) ,  a d o p t e d  F e b r u a r y  13,  1981, t he  Board agreed  
t h a t ,  " . . . i t  w i l l  s y m p a t h e t i c a l l y  c o n s i d e r  a p r o p o s a l  to t h e  
Board of  Governors  t h a t  i t  approve  a r e q u e s t  f o r  an i n c r e a s e  i n  
t h e  q u o t a  of I r a n  u p  t o  t h e  amount a v a i l a b l e  under  Board of 
Governors  R e s o l u t i o n  No. 34-2 i f  ' Iran makes a r e q u e s t  f o r  t h e  
i n c r e a s e  b e f o r e  t h e  end of  1981." 

I n  t h e  l i g h t  o f  t h e  a f o r e m e n t i o n s d ,  I would be g r a t e f u l  t o  
t h e  Board i E  i t  would,  Cn t h e  same s p i r i t ,  e x t e n d  i t s  s y m p a t h e t i c  

- c o n s i . d e r a t i o n  t o  a p r o c e d u r e  t h a t  would p e r m i t  I r a n  t o  have a n  
i n c r e a s e  i n  h e r  q u o t a  t h a t  would be based on a n  imputed q u o t a  of 
CDR 1 , 0 7 5  m i l  Lion, t h e  arzount a v a i l a b l e  i n  t h e  Seventh  Review, 
which,  by a p p l y i n g  t h e  o v e r a l l  methods of computat ioi , ,  would 
g i v e  increases  i n  t h e  E i g h t h  Review a s  shown i n  Attachment  I V .  

M r .  E r b ,  w h i l e  t h a n k i n g  M r .  Salehkhou f o r  h i s  e f f o r t s  i n  exp.lainJ.ng 
t h e  problem f a c i n g  the Governrrent of I r a n ,  remarked t h a t  h i s  own under-  
s t a n d i n g  was t h a t  t h e r e  were o c n - t r  p r o c e d u r e s  t h a t  c o u l d  be  fo l lowed For 
ach i . ev ing  t h e  o b j e c t i v e  t 'rat Mr. ?a lehkhou had i n  min.d. The approach  
s u g g e s t e d  by Mr. Salehkhou had a n*,mber of d i s a d v a n t a g e s ,  main ly  a s s o c i a t e d  
w i t h  t h e  s t a t e  of n e g o t i a t i o n s  o n  t,l.e E i g h t h  Genera l  Review o f  q u o t a s .  The 
E x e c u t i v e  Board had engaged i n  e x t e n s i v e  d i s c u s s i o n s  on t h e  E i g h t h  G e n e r a l  
R e v i e w .  I t  had completed t h o s e  d i s c u s s i o n s  and had s u b m i t t e d  a r e p o r t  t o  
members of t h e  I n t e r i m  Committee d e s c r i b i n g  the  o p t i o n s  t h a t  the  Board 
h a d  consi .dered r e g a r d i n g  i t s  approach  t o  the E i g h t h  Genera l  R e v i e w .  One  
o f  t h e  most i m p o r t a n t  e i2ments  of  t h a t  a.pproach '"as t h e  d e s i r e  of most 
E x e c u t i v e  D i r e c t o r s  TO a p p l y  u n i f o r m l y  a s i n g . 1 ~  a e t h o d  f o r  p r o v i d i n g  
s e l e c t i v e  q u o t a  i n c r e a s e s .  His u n d e r s t a n d i n g  d f  M r .  SaLehkhou's p r o p o s a l  
was t h a t  i t  w o u l d  g i v e  I r a n  an a d d i t i o n a l  a d j u s t m e n t  t h a t  WouLd not  be: 
s h a r e d  by o t h e r  members t h a t  might i n  t h e  p a s t  t:,zve €ai.Leii co t a k e  up a 
q u o t a  i n c r e a s e  f o r  s imilar :  r e a s o n s .  The qLle:jtior1 o f  t h e  u n i f o r m i t y  of  
t r e a t m e n t  would be r a i s e d  i f  t h e  a p p r o a c h  were app.Lied t o  (?ne c o u n t r y  
arid n o t  t o  a n o t h e r .  

I n  t h e  c i r c u m s t a n c e s ,  Nr. E r b  w e n t  on, i t  w a u l d ' b e  b e t t e r  t o  a s k  
3 r .  S a l e h k h o u  t o  e x p l o r e  o t h e r  p o s s i b l e  ways o f  a c h i e v i n g  kA.s a b j e c t i v e .  
[? is  r e q u e s c  c o u l d  pe rhaps  be d e a l t  w i t ! . )  i n  t h e  same w a y  4s s p e c i a l  q u o t a  
increases had . . -en  .handled i r ~  t h e  p a s t .  
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Yr. Joyce s a i d  t h d t  he t o o  was g r a t e f u l  t o  k r .  Salehkhou f o r  h i s  
pape r  and t h a f  h e  had some sympathy w i t h  h i m  i n  t h e  d i f f i c u l t y  t h a t  he 
was f a c i n g .  However, like Mr. E r b ,  he found t h e  t i m i n g  of: t h e  r e q u e s t  
ra ther  u n f o r t u n a t e .  Presumably,  i f  Mr. S a l e h k h o u ' s  r e q u e s t  were a c t e d  
upon by t h e  E x e c u t i v e  Board i n  t h e  present m e e t i n g ,  i t  would r e q u i r e  a 
number of changes i n  t h e  ma te r i a l  t h a t  had been s e n t  t o  M i n i s t e r s  and 
Governors  t a k i n g  p a r t  i n  t h e  fo r thcoming  mee t ing  of t h e  I n t e r i m  Committee. 
M i n i s t e r s  had a l r e a d y  been b r i e f e d  a s  w e l l  a s  p o s s i b l e  on t h e  r e s u l t s  o f  
& h e  E s e c u t i v e  Board 's  d i s c u s s i o n s .  I f  t h e  r e l e v a n t  f i g u r e s  were t o  be 
changed s h o r t l y  b e f o r e  t h e  I n t e r i m  Committee m e e t i n g ,  a l b e i t  f o r  good 
r e a s o n ,  Min i s t e r s  and Governors  would have n o t  o n l y  t o  make a judgment 
o n  t h e  ' 1 r c i c u l a . r  r e q u e s t  but  a l s o  t o  c o n s i d e r  t h e  c o n s e q u e n t i a l  e f f e c t s  
on  t h e  ..,Jots pos i t i .ons  of t h e i r  own a n d  o t h e r  c o u n t r i e s .  

Fits own p r e f e r e n c e ,  Mr. Joy,. went on, would be t o  i n v i t e  t h e  s t a f f  
t o  p r e p a r e  a pape r  s e t t i n g  o u t  a d e t a i l e d  accoun t  of t h e  i m p l i c a t i o n s  O F  
t h e  p r o p o s a l  and t h e  v a r j o u s  ways i n  whi.ch i t  might be h a n d l e d ,  c n  t h e  
u n d e r s t a n d i n g  t h a t  t h e  E x e c u t i v e  Board s h o u l d  t a k e  i t  u p  f a i r l y  u r g e n t l y  
a f t e r  t h e  meet ing of  t h e  I n t e r i m  Committee. 

Mr. MaLhotra s t a t e d  t h a t  h e  had c o n s i d e r a b l e  sympathy w i t h  
E t r .  Sa lehkhou ' s  r e q u e s t .  He c o u l d  a g r e e  t h a t  t h e r e  had b e e n  e x c e p t i o n a l  
c i r c u m s t a n c e s  p r e v a i l i n g  i n  I r a n  t h a t  had p r e v e n t e d  t h e  c o u n t r y  from 
e x e r c i s i n g  i t s  r i g h t s  t o  t h e  q u o t a  a l l o c a t e d  t o  i t .  The des i re  of t h e  
Government of Iran t o  r e c a p t u r e  i t s  Y o t i n s  power and its q u o t a  was c l e a r l y  
l e g i t i m a t e .  The Seven th  General Review of Quo tas  had not y e t  been over-  
t a k e n  by t h e  E igh th  Review. It would t h e r e f o r e  be p o s s i b l e  t o  d e v i s e  
some means by which t h e  Government of I r a n  c o u l d  a c h i e v e  t h e  o b j e c t i v e s  
that Mr. Sa'lehkhou h a d  d e s c r i b e d .  

A s  h e  understood M r .  E r b  and M r .  J o y c e ,  M Y .  M a l h o t r a  went on,  w h i l e  
t h e y  b o t h  sympathized w i t h  M r .  Sa l ehkhou ,  t h e y  appea red  t o  f e a r  t h a t  t h e  
n u m b e r  of changes involved i n  t h e  r e p o r t  to  t h e  Interim Committee might  
d e l a y  o t h e r  i m p o r t a n t  d e c i s i o n s .  H e  h i m s e l f  w a s  no t  a t  a l l  c l ea r  t h a t  
t h e  work i n v o l v e d  would he d i f f i c u l t .  T h e  s t a f f  was a b l e  t o  make a l t e r -  
n a t i v e  q u o t a  c a l c u l a r i o n s  r a p i d l y ,  a n d  h e  would have thought  t h e  e f f o r t  
w o r t h  making. I n  any e v e n t ,  i t  ought  not t o  be beyond t h e  i n g e n u i t y  of 
t he  s t a f f  and t h e  E x e c u t i v e  Board t o  f i n d  a way of t a k i n g  i n t o  a c c o u n t  
t h e  un ique  ci.rcurnstances o f  I r a n .  

M r .  Wan& commented t h a t ,  t a k i n g  i n t o  a c c o u n i  the s p e c i a l  c i r c u m s t a n c e s ,  
t h e  Execu t ive  Ror?rd shou ld  g i v e  s y m p a t h e t i c  c o n s i d e r a t i o n  t o  t h e  r e q u e s t  
by t h e  I r an%an  a u t h o r i t i e s .  

M r .  Kafka s a i d  t h a t  he tr3o sympa th ized  w i t h  Mr. Salehkhou a n d ,  l i k e  
Mr. Wang, hoped t h a t  a way cou ld  be found t o  meet h i s  request  w i t h o u t  
u p s e t t i n g  t h e  p r o g r e s s  o f  t he  E i g h t h  G e n e r a l  Review oE I)uot;-ls. 

M r .  i a s k e  remarked t h a t  h e  t o o  had grectt s : m p a t h y  fat Mr. Sa'letiiclrou 
i.rl che problems t h a t  h e  was  f a c i n g  and f o r  the a u t h o r i t i e s  of  his c o u n t r y  
i i 3  the d i f f i c u l t t e s  t h a t  r h e y  had been exposed t o  a t  t h e  time of t h e  
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p e r i o d  f o r  a c c e p t a n c e  of t h e  S e v e n t h  G e n e r a l  Review o f  Quo tas .  However, 
h e  saw t h e  same p r a c t i c a l  d i f f i c u l t i e s  ment ioned  by Mr. E r b  and Mr. .Joyce 
i n  t r y i n g  t o  meet Mr. S a l e h k h o u ' s  r e q u e s t  s o  socn b e f o r e  t h e  m e e t i n g  of 
t h e  I n t e r i m  Commit tee  t h a t  was e x p e c t e d  t o  make recommendat ions o n  the 
E i g h t h  G e n e r a l  Review o f  Quotas .  H e  would t h e r e f o r e ,  l i k e  o t h e r  E x e c u t i v e  
D i r z c t o r s ,  be g r a t e f u l  i f  t he  s t a f f  c o u l d  show the  E x e c u t i v e  Board o t h e r  
w a ~ s  of  d e a l i n g  w i t h  t h e  r e q u e s t ,  s o  t h a t  i t  c o u l d  b e  t a k e n  up as a 
m a t t e r  of u r g e n c y ,  o n c e  Ministers and Governor s  had e x p r e s s e d  t h e m s e l v e s  
on i-he r e p o r t  on t h e  E i g h t h  G e n e r a l  Review o f  Quo tas  a l r e a d y  s e n t  t o  
t h e n  by t h e  E x e c u t i v e  Board.  

Mr. H i r a o  s t a t e d  t h a t  h e  u n d e r s t o o d  t h a t  a number of e x t r a o r d i n a r y  
deveLopments  had  made i t  d i f f i c u l t  f o r  I r a n  t o  consent  t o  i t s  i nc rease  
i n  q u o t a s  u n d e r  t h e  S e v e n t h  G e n e r a l  Review b e f o r e  t h e  ex tended  d e a d l i n e .  
However, t h e  d e c i s i o n  o f  F e b r u a r y  13,  1981 made i t  c l e a r  t h a t  t h e  e x t e n -  
s i o n  w a s  f i n a l .  Not o n l y  had t h e  p e r i o d  € o r  c o n s e n t  t o  i n c r e a s e s  i n  
q u o t a s  u n d e r  Board o i  G o v e r n a r s '  R e s o l u t i o n  No. 34-2 € o r  t h e  S e v e n t h  
G e n e r a l  Review b e e n  e x t e n d e d  t o  t h e  c l o s e  of  b u s i n e s s  o n  March 1 6 ,  1981 ;  
h u t  t h e  E x e c u t i v e  Board h a d  a l s o  a g r e e d  t h a t  i f  I r a n  was u n a b l e  t o  c o n s e n t  
t o  t h e  quota  increase by that da te ,  which a p p l i e d  t o  a l l  members, it would 
s y m p a t h e t i c a l l y  c o n s i d e r  a p r o p o s a l  t o  t h e  Board o f  Governors  t h a t  L t  
a p p r o v e  a r e q u e s t  f o r  an i n c r e a s e  i n  t h e  q u o t a  of I r a n  u p  LO th: c. amount 
a v a i l a b l e  unde r  t h e  same r e s o l u t i o n ,  i f  I r a n  made a request: f o r  t h e  
i n c r e a s e  b e f o r e  t h e  end o f  1981, s o m e t h i n g  t h a t  t h e  I r a n i a n  a u t h o r i t i e s  
had n o t  done .  The S e v e n t h  G e n e r a l  Review had t h e r e E o r e  been c losed  o f f  
and work o n  t h e  E i g h t h  R e v i e w  s t a r t e d .  

It was o f  c o u r s e  q u i t e  t r u e ,  M r .  H i r a o  went  on, t h a t  I r a n ' s  a c t u a l  
q u o t a  w a s  seriously o u t  of l i n e ;  i t s  q u o t a  s h a r e  was e q u i v a l e n t  t o  o n l y  
a b o u t  one h a l f  of i t s  c a l c u l a t e d  q u o t a  s h a r e .  The re  were many reasons 
why a member's q u o t a  s h o u l d  be o u t  of l i n e ,  and one of t h e  m a i n  o b j e c t i v e s  
of t h e  E i g h t h  General Review o f  Quo tas  was t o  r e d u c e  s u c h  d i s c r e p a n c i e s .  
He c o u l d  a l s o  a g r e e  w i t h  MY. S a l e h k h o u  t h a t  members whose q u o t a s  were as 
o u r  of line as I r a n ' s  c o u l d  p r o v i d e  u s e f u l  c o o p e r a c i o n  w i t h  t h e  Fund .  
I f  I r a n ' s  p o s i t i o n  was t o  be r e f l e c t e d  more a c c u r a t e l y ,  t h e  E i g h t h  Quota  
Review s h o u l d  c o n t a i n  a s  l a r g e  a s e l ec t ive  element as possibLe.  H o w v e r ,  
w h a t e v e r  method was used  s h o u l d  be a p p l i e d  uniformly t o  a l l  member coun- 
t r ies .  He  t h e r e f o r e  s u p p o r t e d  Mz. E r b  i n  t h e  b e L i e f  t h a t  o t k r  p o s s i b l e  
a p p r o a c h e s  t o  e n a b l e  Plr, Sa iehkhou  t o  a c h i e v e  h i s  g o a l  s h o u l d  be c o n s i d e r e d .  

Mr- Lova to  r emarked  t h a t ,  i n  e v a l u a t i n g  t h e  r e q u e s t  s u b m i t t e d  by  
Mr. Sa4eh.khou o n  b e h a l f  of t h e  I r a n i a n  a u t h o r i t i e s ,  a nurgher of c o n f l i c t -  

r a r h e r  u n u s u a l .  C o n s e q u e n t l y ,  i n s t e a d  o f  b a s i n g  i t s e l f  o n  p a s t  p r a c t i c e ,  
t h e  Fund wou ld  have t o  cons ide r  t h e  case on i t s  irierits. Some f a c t o r s  
seemed t o  i n d i c a t e  a need f o r  c a u t i o n  on t h e  p a r t  of che F'uLid. F i r s t ,  
t h e  r e q u e s t  was b e i n g  made v e r y  Late i n  t h e  d i S C ! J S S i . o n S  f o r  t h e  E igh th  
G e n e r a l  Review of Q u o t a s ,  and  many a u t h o r i t i e s  mLght f i n d  t h a t  t h e y  had 
riot had s u f f i c i e n t  CLme t o  reach a r easonab le  d e c i s i o n .  S e c o n d ,  t h e  
e f f e c t  o f  t h e  r e q u e s t  by I r an  would  not  b e  t o  i.nc:ease i t s  quo ta  u n d e r  
r h e  S e , v e n t h  Review but t o  o b t a i n  f o r  t h e  c o u n t r y  d i f f e r e n t f a 1  t r e a t m e n t  

C o n s i d e r a t i o n s  had t o  be taken i n t o  a c c o u n t .  The  s . i t u a t t i o n  was 
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i n  r e s p e c t  of t h e  E i g h t h  Review. I n  t h a t  c o n n e c t i o n ,  O i i e  po in t  o n  w h i c h  
t h e r e  had been a c l e a r  m a j o r i t y  of E x e c u t i v e  D i r e c t o r s  had b e e n  t h e  
d e s i r e  t h a t  the method chosen f o r  t h e  d i s t r i b u t i o n  of quota5 u n d e r  t h e  
Z i g h t h  R e v i e w  s h o u l d  be un i fo rm f o r  a l l  meinbsrs. To g r a n t  I ran  t h e  
r e q u e s t e d  quo ta  i n c r e a s e  a t  t h e  p r e s e n t  moment would be t o  d e p a r t  from 
t h e  p r i n c i p l e  of u n i f o r m i t y .  

On t h e  o t h e r  hand ,  Mr, Lovato went on,  t he re  c o u l d  be no doubt t h a t  
t h e  p e r i o d  f o r  c o n s e n t  t o  c o n c u r r e n c e s  unde r  t h e  Seven th  General R e v i e w  
h a d  c o i n c i d e d  w i t h  a time of g r e a t  t u r m o i l  i n  I r a n ,  and i t  m i g h t  have 
bee3 Ilf f i c u l t  f o r  t h e  a u t h o r i t i e s  t o  c o n s i d e r  t h e  advantages  and d i s a d -  
vantag+; o f  a c c e p t i n g  t h e  q u o t a  i n c r e a s e  t h e n  o f f e r e d .  I t  was als:, 
commendable t h a t  t h e  Lran ian  a u t h o r i t i e s  wished t o  r e - e s t a b l i s h  a normal 
r e l a t i o n s h i p  w i t h  the i n t e r n a t i o n a l  community, and h e  cou ld  u n d e r s t a n d  
t h a t  a r e q u e s t  f o r  an i n c r e a s e  i n  q u o t a  was a sign of such  an i n t e n t i o n .  
Horeover ,  t h e  Fund, which was devo ted  t o  promoting c o o p e r a t i o n  among 
members, s h o u l d  c e r t a i n l y  look  f a v o r a b l y  on  s u c h  a request.  However, i t  
was impor t an t  t h a t  a d e c i s i o n  i n  f a v o r  of I r a n  s h o u l d  be Suppar t ed  by a 
widespread c o n s e n s u s ,  a n d  he  was n o t  c e r t a i n  t h a t  i t  cou ld  be reached i n  
t h e  E x e c u t i v e  Board a t  such s h o r t  n o t i c e .  I f  a broad majority of  E x e c u t i v e  
D i r e c t o r s  was v i I . l i n g  t o  s u p p o r t  t h e  I r a n i a n  p r o p o s a l  a t  t h e  present: 
i a e r t i n g ,  he might  go a l o n g ,  as a way of  e x p r e s s i n g  a p p r e c i a t i o n  of t h e  
i n t e n t i o n  mentioned b y  t h e  I r a n i a n  a u t h o r i t i e s  t o  c o o p e r a t e  more f t t l l y  
v i t h - t h e  Fund. 

Y r ,  h s o n  comnented t h a t  he was conce rned  about  t h e  way i n  which t h e  
r e q u e s t  by t h e  I r a n i a n  a u t h o r i t i e s  would a f f e c t  t h e  work of t h e  I n t e r i m  
Conmitree. He g r e a t l y  welcomed Mr. S a l e h k h o u ' s  o b s e r v a t i o n  t o  t h e  e f f e c t  
t h a t  t h e  request r e f l e c t e d  a des i r e  on t h e  par t  of t\e I r a n i a n  a u t h o r i t i e s  
t o  p l a y  a more normal roLe i n  the i n t e r n a t i o n a l  f i n a n c i a l  community, and 
to c o o p e r a t e  more f u l l y  w i t h  t h e  Fund. Nevertheless, a t  t h e  present 
moment, the b e s t  i n t e r e s t s  of the Fund and i t s  membersh ip ,  a n d  indeed o f  
t h e  i n t e r n a t i o n a l  monetary system, dictated t h a t  t h e  Execut ive  Board and  
c h e  In t e r im  C a m m i t r e e  shocllcl r a p i d l y  conc lude  t h e  E i g h t h  General  Review 
o f  ( juotas- I n  a p p r o a c h i n g  t h a t  g o a l ,  inany E x e c u t i v e  Directors and many 
members of t h e  Fund had a l ready  shown a w i l L i n g n e s s  t o  compromise i n  
a rde r  t o  achieve a u n i f o r m  sys t em f o r  approa ih ing j  & h e  d i s t r i b u t i o n  of 
quotas  under t h e  E i g h t h  G e n e r a l  Review. If an e x c e p t i o n  was proposed 
for a s i n g l e  c a i l n t r y ,  t h e r e  w a s  a dange r  t h d t  t h e  consensu's t ha t  hdd  
b e e n  reached a f t e r  suct-i long d e b a t e  would n o t  s u r v i v e .  Before a d e c i s i o n  
c:n Lfra Saletrkhou ' $  r e q u e s t  c o u l d  be t a k e n ,  m o s t  E x e c u t i v e  I l i r e c t u r r  
wouLcf tieve t o  c o n s u l t  t h e j r  Mini.scers,  and fiiere h a r d l y  s ecned  L ime  fg>r 

t h e m  t o  d o  YO b e f o r e  the forthcoini ng Inter-tm Committee m e e t i n g .  
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Mr. P r o w s e  n o t e d ,  f i r s t ,  t h a t  Efr. S a l e h k h o u  had  a c t e d  r a p i d l y  i n  
t h e  mat te r  f a c i n g  t h e  E x e c u t i v e  Board s i n c e  h e  i , ~ ?  become a n  E x e c u t i v e  
Director;  s e c o n d ,  t h a r  t h e  F u n d ' s  . l i q u i d i t y  would  b e n e f i t  from an i n c r e a s e  
i n  q u o t a  f o r  I r a n ;  a n d  t h i r d ,  t h a t  t h e r e  was a w i d e  d i s c r e p a n c y  b e t w e e n  
I ran 's  a c t u a l  q u o t a  a n d  i t s  c a l c u l a t e d  q u o t a ,  a s i t u a t i o n  t h a t  i t  h a d  
b e e n  dec ic ied  a s  a matter of p r i n c i p l e  s h o u l d  be rect iEied a s  f a r  a s  
p o s s i b l e  i n  . t h e  X i g h t h  General  Review o f  Q u o t a s .  C o n s e q u e n t l y ,  he was, 
i n  p r i n c i p l e ,  s y m p a t h e t i c  t o  Mr. S a l e h k h o u .  I n d e e d ,  h e  e x p e c t e d  t h a t  
some of h i s  a u t h o r i t i e s  w o u l d  s u p p o r t  a r r a n g e m e n t s  t h a t  c o u l d  accommodate  
?ran;  l i k e  o t h e r  E x e c u t i v e  D i r e c t o r s ,  h e  had b e e n  u n a b l e  t o  a s c e r t a i n  
t h e  v i e w s  of a l l  h i s  c o u n t r i e s .  

On t h e  o t h e r  h a n d ,  M r .  P rowse  went o n ,  h e  d i d  n o t  s ee  c l e a r l y  how 
MK. S a L e h k h o u ' s  r e q u e s t  c o u l d  be f i t t e d  i n t o  t h e  p r o c e d u r e s  f o r  t h e  work 
of t h e  I n t e r i m  Committee. He would  b e  g r a t e f u l  i f  t h e  s t a f f  c o u l d  o u t l i n e  
a n y  l e g a l  f a c t o r s  t h a t  m i g h t  a fFec t  t h e  d e c i s i o n - m a k i n g  p r o c e s s .  H i s  own 
s u g g e s t i o n  w o u l d  be t h a t  t h e  E x e c t i t i v e  B o a r d  s h o u l d  t r y  t u  f i n d  a way O F  
c o n s i d e r i n g  Mr. S a l e h k h o u ' s  r e q u e s t  as  so' il as  seemed r e a s o n a b l y  p r a c t  i- 
cab  le .  

Mr. J a a f a r  s t a t e d  i h a t  h i s  c h a i r  c o u l d  s u p p o r t  Mr. S a l e h k h o u ' s  reque'jt'. 
Ne had n o t e d  i n  p a r t i c u l a r  i h ?  e x c e p t i o n a l  c i r c u m s t a n c e s  f a c i n g  I r a n  
t h r o u g h o u t  t h e  p e r i o d  f o r  c o n s e n t  t o  ail i n c r e a s e  i n  q u o t a s  u n d e r  t h e  
S e v e n t h  G e n e r a l  Review.  The c i r c u m s t a n c e s  h a d  c h a n g e d ,  a n d ,  wii Lle i t  
was u n f o r t n a t e  t h a t  Mr. S a l e h k h o u ' s  r e q u e s t  had come s o  Late, any r e f u s a l  
t o  g r a n t  t h e  r e q u e s t  w o u l d  ledid t o  a h a r d e n i n g  o€  t h e  d i s c r e p a n c y  b e t w e e n  
I r a n ' s  c a l c u l a t e d  q u o t a  and i t s  a c t u a l  q u o t a .  I d e a l l y ,  he  w o u l d  have  
l i k e d  t o  s ee  I r a n  s u b s c r i b e  t o  i t s  q u o t a  u n d e r  :he S e v e n t h  G e n e r a l  Review 
be€ore aiiy o t h e r  a c t i o n  was taken.  However, i t  seemed t o  make l i t t l e  
p r a c t i c a l  d i f  E e r e n c e  w h e t h e r  t h e  E x e c u t i v e  Board g r a n t e d  Mr. SaLehkhou ' s  
r e q u e s t  as i t  s t o o d  o r  w h e t h e r  i t  i n s i s t e d  t h a t  I r a n  s h o u l d  t a k e  u p  t h e  
a d d i t i o n a l  q u o t a  o f f e r e d  u n d e r  t h e  S e v e n t h  G e n e r a l  Review b e f o r e  b e i n g  
alLowed t o  u s e  t h e  i m p u t e d  f i g u r e s  for t h e  p u r p o s e s  o f  t h e  E i g h t h  R e v i e w .  
He d f d  nut cons ide r  t h e  t i m i n g  of t h e  r e q u e s t  i m p o r t a n r ;  t h e  i m p o r t a n t  
t h i n g  W B S  t o  a c t  upon i t  syrnpa t h e  t i c a l  l y  . 

Mr. d e  Naulde s a i d  t h a t ,  L ike  o t h e r s ,  he  r e c o g n i z e d  t h e  i n t r i n s i c :  
mer i t s  of t h e  c a s e  p u t  f o r w a r d  by :4r. S a l e h k h o u .  However, l i k e  Mr. .Joyce, 
Hr, Laske,  ?fr. L o v a t ? ,  a n d  Mr. A n s o n ,  h e  f o u n d  t h e  t i i n i n 3  r a t h e r  d l E f i ~ \ ~ l ~ .  
f l z  t h e  c t r c u m s t a n c e s ,  t h e  Fund shou1.d t r y  t o  meet  Mr. Salehkhou's reqiiest 
by r.ising i r s  e f f i c i e n t  no rma l  p r o c e d u r e s  f o r  t h e  p u r p o s e .  



been  o f f e r e d  t o  i t .  Another  w a s  w h e t h e r ,  i n  t r y i n g  t o  a d j u s t  q u o t a s  
tnor'c c l o s e l y  t o  c o u n t r i e s '  economic p o s i t i o n s ,  which was a n  i m p o r t a n t  
p a r t  of t h e  E i g h t h  C e n e r a l  Review of  Q u o t a s ,  t h e  Fund s h o u l d  c o n t i n u e  t o  
~ p e r a t e  o n  t h e  bas i s  oE a s i n g l e  formula based on some combina t ion  of 
c a l c u l a t e d  q u o t a  shares and  a c t u a l  q u o t a  s h a r e s ,  o r  whether  i t  s h o u l d  
a c c e p t  t h e  p r i n c i p l e  t h a t  c o u n t r i e s  s h o u l d  f i r s t  h e  e n t i t l e d  t o  t a k e  up 
q u o t a  iricreases oEfe red  t o  t h e m  i n  t h e  past  t h a t  t h e y  had no t  a c c e p t e d .  
T h i r d ,  i f ,  a f t e r  ma tu re  c o n s i d e r a t i o n ,  E x e c u t i v e  D i r e c t o r s  adop ted  t h e  
l a t t e r  a p p r o a c h ,  i t  would be L a p o r t a n t  t o  know how many o t h e r  c o u n t r i e s  

would be e l i g i b l e  f o r  t r e a t m e n t  i n  t h e  same way, and what such t r e a t m e n t  
would mean f o r  t h e  q u o t a  e x e r c i s e  as a whole.  A l l  t h e  q u e s t i o n s  t h a t  h e  
h a d  mentioned d e s e r v e d  c a r e f u l  s t u d y .  It would be unwise t o  t a k e  a s n a p  
d e c i s i o n  w i t h o u t  c o n s i d e r i n g  them. He t h e r e f o r e  b e l i e v e d  t h a t  t h e  work 
o f  t h e  I n t e r i m  Committee s h o u l d  be di lowed t o  c o n t i n u e  unimpeded, and 
t h a t  t h e  E x e c u t i v e  Board s h o u l d  t a k e  u p  M r .  S a l e h k h o u ' s  r e q u e s t  t h e r e a f t e r .  

Yr. F i n a i s h  s t a t e d  t h a t  h e  t o o  c o u l d  see t h e  case put fo rward  by 
Mr. Salehkhou.  The s p e c i a l  c i r c u m s t a n c e s  p r e v a i l i n g  i n  I r a n  d u r i n g  t h e  
p e r i o d  f o r  a c c e p t a n c e  and t h e  i m p l i c a t i o n s  o f  t h e  r e q u e s t  f o r  I r a n ' s  
f u t u r e  r e l a t i o n s  w i t h  t h e  Fund should be  d u l y  c o n s i d e r e d .  
c o u l d  be no doubt t h a t  t h e  c o u n t r y ' s  q u o t a  was o u t  of l i n e ,  a s  indeed  
were t h e  q u o t a s  of some o t h e r  c o u n t r i e s .  He would t h e r e f o r e  s u p p o r t  a 
p r o p o s a l  t o  e x p l o r e  p o s s i b l e  ways and means o f  meet ing M r .  S a l e h k h o u ' s  
r e q u e s t .  

Moreover,  there  

Mr. Tvedt commented t h a t  he assumed t h a t  t h e r e  was no l e g a l  o b j e c t i o n  
t o  i? c o u n t r y ' s  r e c e i v i n g  a s p e c i a l  increase i n  q u o t a  l i k e  t h a t  r e q u e s r e d  
by I r a n ,  a l t h o u g h  i n  p r i n c i p l e  i n c r e a s e s  s h o u l d  take  p l a c e  i n  c o n n e c t i o n  
w i t h  g e n e r a l  q u o t a  reviews.  The s i t u a t i o n  i n  I r a n  d u r i n g  t h e  p e r i o d  f o r  
acceptance under  t h e  Seven th  G e n e r a l  R e v i e w  had been  r a t h e r  e x c e p t i o n a l ;  
complying w i t h  t h e  r e q u e s t  by Mr. Salehlchou would n o t  n e c e s s a r i l y  c r e a t e  
a p r e c e d e n t .  The Board had ea r l i e r  agreed t o  c o n s i d e r  a request f o r  an  
i n c r e a s e  in t h e  q u o t a  of  I r a n  w i t h  sympathy;  however, t h e  t i m i n g  of  t h e  
present request was r a t h e r  awkward, and i t  seemed c l e a r  that there  would 
be no broad consensus  a t  t h e  present  meeting. E x e c u t i v e  Di rec tors  
s h o u l d  t h e r e f o r e  r e t u r n  t o  t h e  mat te r  a t  3 later d a t e .  

Mr. Sangare remarked t h a t  he c o u l d  see no d i r e c t  o p p o s i t i o n  t o  
Mr. Sa lehkhou ' s  r e q u e s t ,  but  he no ted  t h a t  t h e  t iming  c r e a t e d  d i f f i c u l t i e s  
for  sone E x e c u t i v e  DlrecCors .  Some of his c o u n t r i e s  were i n t e r e s t e d  i n  
t h e  case because they f e l t  t h a t  it was o f t e n  d i f f i c u l t  € o r  a Fund member 
t o  a c c e p t  a n  i n c r e a s e  i n  q u o t a  when o f f e r e d  i t .  Consequen t ly ,  when 
circi imstar ices  changed and t h e  c o u n t r y  was w i l l i n g  t o  t a k e  up t h e  a d d i t i o n a l  
q u o t a ,  i t  s h o u l d  n o t  be denied t h e  o p p o r t u n i t y  t o  do so. He a g r e e d  w i t h  
3-r. d e  Matllcie's d e s c r i p t i o n  of t h e  c i r c u r u s t a n c e s ;  h e  would t h e r e F o r e  
u r g e  E x e c u t i v e  D-lrectors  t o  t r y  t o  f i n d  a way o f  mee t ing  t h e  r e q u e s t  a t  
a s u i t r 3 h L e  moment. 

X r .  Senior s a i d  that he  sympathized with Mr. Sa lehkhou i n  h i s  r e q u e s t ,  
h u t  t h a t  l ie u n d e r s t o o d  t h e  d i f  f i c u l - t i c s  o €  t irning. 



R r .  Donoso s t a t e d  t h a t  he c o u l d  a c c e p t  t h e  idea of  d e a l i n g  w i t h  t h e  
r e q u e s t  by t h e  Government of I r a n  as  soon as p o s s i b l e .  He would he 
L n t e r e s t e d  i n  h e a r i n g  what p rocedures  were a v a i l a b l e  f o r  d e a l i n g  w i t h  
t h e  matter i f  i t  c o u l d  n o t  be pu t  b e f o r e  t h e  for thcoming meet ing of t h e  
Interim Commit tee .  

Mr. A l f i d j a  remarked t h a t  t h e  p o s i t i o n  of h i s  c h a i r  on s e l e c t i v e  
i - n c r e a s e s ,  whether  as p a r t  of a g e n e r a l  r ev iew of q u o t a s  o r  s e p a r a t e l y ,  
was we l l  known. N e v e r t h e l e s s ,  he  had some sympathy w i t h  Mr. Salehkhou 
and c o u l d  s u p p o r t  h i s  r e q u e s t  p rov ided  thai:  o t h e r s  would s u f f e r  no harm 
from doing so .  It was c e r t a i n l y  e s s e n t i a l  f o r  t h e  E x e c u t i v e  Board t o  t r y  
t o  fSnd some way of d e a l i n g  w i t h  t h e  r e q u e s t  from t h e  Government of: I r an .  

The Treasurer  commented t h a t  ;? t h e i r  r e p o r t  t o  t h e  I n t e r i n  Committee 
on  t h e  E i g h t h  G e n e r a l  Review of  Quo tas ,  t h e  Execu t ive  D i r e c t o r s  had 
endorsed  t h e  v i ew t h a t  t h e  method used t o  d i s t r i b u t e  increases i n  q u o t a s  
shou ld  apply u n i f o r m l y  t o  a l l  members. Consequen t ly ,  if Nr. S a l e h k h o u ' s  
r e q u e s t  was t o  be d e a l t  w i t h  b e f o r e  t h e  mee t ing  of t h e  I n t e r i m  Conitnittee, 
E x e c u t i v e  D i r e c t o r s  would have to  c o n s i d e r  whether  i t  s h o u l d  n o t  be 
r e f l e c t e d  i n  t h e i r  r e p o r t .  

On t h e  t e c h n i c a l  s i d e ,  i t  would of c o u r s e  not be d i f f i c u l t  t o  impute 
t o  I r an  t h e  d i f f e r e n c e  between I r a n ' s  e x i s t i n g  q u o t a  and t h e  q u o t a  t h a t  
i t  would have had had i t  consen ted  t o  t h e  i n c r e a s e  o f f e r e d  under  t h e  
Seven th  Genera l  Review t o  I r a n ,  and  t h e  s t a f f  cou ld  p rov ide  tab les  showing 
t h e  consequences,  t h e  T r e a s u r e r  obse rved .  T h e r e  was however t h e  q u e s t i o n  
of whether o t h e r  c o u n t r i e s  were i n  t h e  same p o s i t i o n .  Iran's s i t u a t i o n  
was d i f f e r e n t  i n  t h a t  i t s  E x e c u t i v e  D i r e c t o r  had p u t  forward a r e q u e s t ;  
n e v e r t h e l e s s ,  one o t h e r  member had o n l y  t a k e n  up par t  of t h e  q u o t a  i n c r e a s e  
o f f e r e d  t o  i t  under  t h e  Seven th  G e n e r a l  Review, and t h e r e  were c e r t a i n l y  
o t h e r s  t h a t  had n o t  t a k e n  up t h e  q u o t a  i n c r e a s e  o f f e r e d  t o  them i n  e a r l i e r  
r ev iews .  There w a s  t h e r e f o r e  a q u e s t i o n  of p r i n c i p l e  invo lved :  s h o u l d  
t h e  Fund pe rmi t  t h e  i m p u t a t i o n  of e a r l i e r  q u o t a  i n c r e a s e s  o f f e r e d  b u t  
not t a k e n  up? I f  that  p r i n c i p l e  were a d m i t t e d ,  Execu t ive  D i r e c t o r s  would 
have t o  d e c i d e  whether  t o  c o n f i n e  t h e  p r i n c i p l e  t o  t h e  Seventh Genera l  
Review o r  t o  make i t  a p p l i c a b l e  t o  all e a r l i e r  r ev iews .  

Another r e l e v a n t  c o n s i d e r a t i o n ,  t h e  Treasclrer w e n t  on,  was t h e  ex tenr  
t o  which, as  a r e s u l t  o f  f a i l u r e  t o  t a k e  up e a r l i e r  o f f e r e d  q u o t a  increases ,  
c o u n t r i e s '  q u o t a s  were f a r  o u t  of l i n e  w i t h  t h e i r  c a l c u l a t e d  q u o t a s .  T h e  
q u o t a  of t h e  member t h a t  had not c o m p l e t e l y  t a k e n  u p  i t s  quo ta  under  t h e  
Seven th  Genera l  Review was even more o u t  of l i n e  t han  t h a t  o€ I r a n .  There  
d i d  a l s o  seem t o  be members t h a t  had n o t  t a k e n  u p  quo ta  increases under  
t h e  F i f t h  a n d  Si.xth G e n e r a l  Reviews whose q u o t a s  were a s  much o u t  of l i n e  
a s  t h a t  o f  I r a n .  

One E x e c u t i v e  D i r e c t o r  had i n q u i r e d  wherher  .it was p o s s i b l e  t o  have 
s p e c i a l  q u o t a  i n c r e a s e s  not a s s o c i a t e d  w i t h  g e n e r a l  reviews, t h e  TreZisarer 
r e c a l l e d ,  S i n c e  t h e  t i m e  of the F i r s t  Amendment of t he  A r t i c l e s  of  
Agreement, when q u o t a s  had been made t h e  basis  f o r  SDR c a l i u l a t f o n s ,  tt 
h a d  biten t h e  g e n e r a l  p r a c t i c e  t o  preFer  t o  d e a l  w i t h  r e q u e s t s  f o r  s p e c . i a 2  
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quota i n c r e 7 . ; e s  w i t h i n  t h e  c o n t e x t  of a g e n e r a l  review. The case of 
N ige r i a  i n  p a r t i c u l a r  cane t o  mind. The a u t h o r i t i e s  o f  t h a t  co r in t ry  had 
made a r e q u e s t  f o r  a s p e c i a l  q u o t a  i n c r e a s e  c o n s i d e r a b l y  before t h e  t i m e  
o f  '3 g e n e r a l  q u o t a  r ev iew.  N e v e r t h e l e s s ,  t h e  E x e c u t i v e  Board, a f t e r  
lofig d e l i b e r a t i o n ,  h a d  come t o  t h e  c o n c l u s i o n  t h a t  i t  s h o u l d  r e p o r t  tu 
t h e  Board of Governors t h a t  t h e  r e q u e s t  of N i g e r i a  s h o u l d  he t a k e n  up  i n  
c o n n e c t i o n  w i t h  t h e  n e x t  g e n e r a l  review. 

On the  o t h e r  h a n d ,  the T r e a s u r e r  n o t e d ,  two s p e c i a l  q u o t a  i n c r e a s e s  
had  t a k e n  place be tween  t h e  S e v e n t h  G e n e r a l  Review and  t h e  E i g h t h  G e n e r a l  
Review. I n  each o€ t h o s e  cases t h e r e  had been s p e c i a l ,  i f  n o t  unique, 
consi.de.rations. Consequent.Ly, on the basis of past p r a c t i c e ,  t h e r e  was 
no  reason  why t h e  r e q u e s t  f ron t h e  Government  of I r a n  c o u l d  not be deala: 
with s e p a r a t e l y  a f t e r  t h e  c o m p l e t i o n  of t h e  E i g h t h  G e n e r a l  Review. A s  
t o  t h e  p r o p o s a l ,  p u t  forward by one E x e c u t i v e  D i r e c t o r ,  t h a t  I r a n  s h o u l d  
f i r s t  s u b s c r i b e  t o  t h e  q u o t a  o f f e r e d  t o  i t  u n d e r  the S e v e n t h  Genera l  
Review,  i t  was h i s  u n d e r s t a n d i n g  t h a t  t h e  ' p e r i o d  f o r  consent  had  l a p s e d ,  
and  t h a t  t h a t  c o u r s e  w a s  no l o n g e r  open .  

The D i rec to r  of t h e  L e g a l  Depar tmen t  e x p l a i n e d ,  first, t h a t  a g e n e r a l  
quota r e v i e w  was c o n c l u d e d  by a r e s o l u t i o n  of t h e  Board of G o v e r n o r s ,  
which n o r m a l l y  p r e s c r i b e d  a time f o r  c o n s e n t  t o  t h e  i n c r e a s e d  quo tas .  
The r e s o l u t i . o n s  a i s o  g a v e  t h e  E x e c u t i v e  Board t h e  power t o  e x t e n d  t h e  
pe r iod ,  as had i n  fact  been  done i n  t h e  case of t h e  Seventh General. 
Review, t lawever ,  t h a t  time had e x p i r e d ,  and t h e  avenue of acceptance 
under t h e  S e v e n t h  General Review wa5 t h e r e f o r e  no Longer a v a i l a b k .  Two 
o t h e r  avenues  t h a t  had been s u g g e s t e d  were s t i l l  open.  As a Legal matter, 
i t  would  be possible f o r  t h e  E x e c u t i v e  Board t o  h a n d l e  t h e  r e q u e s t  u n d e r  
t h e  E i g h t h  G e n e r a l  Review,  which  had n o t  y e t  been c o n c l u d e d  b e c a u s e  t h e  
Board of  Governor s  had not y e t  adopted a R e s o l u t i o n .  An a l t e r n a t i v e  
czourse of a c t i o n  would be, as  h a d  also been suggested, f o r  t h e  Executive 
Board t o  take u p  t h e  request a f t e r  t h e  c o m p l e t i o n  of  E h e  E i g h t h  R e v i e w .  
The Fund c o u l d  e x a m i n e  a r e q u e s t  f o r  R s p e c i a l  i n c r e a s e  a t  a n y  t i n e .  
Cndeed, once a request for  a special  increase had been made, i t  had t u  
be cons idered ,  and t h e  E x s c w t l v e  Board was o b l i g e d  Co s u b m i t  a r e p o r t ,  
w i t h  o r  w i t h o u t  a recommendat ion  for a change in t h e  q u o t a ,  t o  &he Board 
of  Governor s  

Mr. Malhotra f e l t  t h a t  the Director of the Legal nepa r rmen t  tv'.'!& on 
w e a k  gratind i n  s r n t i n g  Chat i t  was l e g a l l y  impassible for t h e  E x e c u t i v e  
k a r d  to granc  an extcnuir>n of rime once  an e x t e n s i o n  prevlnuslv granted  
had Lapsed. The v e r y  f a c t  t h a t  t h e  Roatd had g r a n t e d  cine extre;i.xion 
i m p o s e d  that  i t  was competenr to a l i o w  a n o t h e r .  lie had €our . l  nc>th,ing, i n  
t h e  Rules arid ~ ? p u t a r i u n s  of  t h e  Fund EO debar the L X L D C L L L ~ V ~  Board f r o m  
5'; ac t ing .  
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e x t e n s i o n  had  a l w a y s  beer. made b e f o r e  t h e  p e r i o d  had e x p i r e d ,  On t h e  
p r e s e n t  o c c a s i o n ,  t h e  e x t e n d e d  p e r i o d  f o r  c o n s e n t  had e x p i r e d ,  and t h e  
Board 3 €  Governor s  R p s o l u t i o n  p r o v i d e d  o n l y  f o r  e x t e n s i o n s  of p e r i o d s  
f o r  c o n s e n t ,  n o t  f o r  t h e  i n t r o d u c t i o n  of new p e r i o d s  n e a r l y  five y e a r s  
a f t e r  t h a t  e x p i r a t i o n .  It had  moreover  been  t h e  e s t a b l i s h e d  p r a c t i c e  w i t h  
respect  t o  R e s o l u t i o n s  o f  t h e  Board of Governor s  t o  g r a n t  t h e  E x e c u t i v e  
Board power t o  e x t e n d  e x i s t i n g  p e r i o d s ,  b u t  n o t  t o  p r o p o s e  new o n e s  o n c e  
t h e  e x t e n d e d  p e r i o d  h a d  e x p i r e d .  

Mr. Mal.hotra commented t h a t  he was n o t  s a t i s f i e d  w i t h  t h e  e x p l a n a t i o n  
o f f e r e d  by t h e  Director oE t h e  L e g a l  Depar tment  t h a t  t h e  E x e c u t i v e  Board 
had t h e  power only t o  e x t e n d  a p e r i o d  o f  consent t h a t  had n o t  e x p i r e d ,  
b u t  t ha t  i t  d i d  n o t  h a v e  t h e  power t o  i n t r o d u c e  a new p e r i o d  o f  c o n s e n t  
t h e r e a f t e r .  T h a t  fook  a v e r y  l i m i t e d  v i ew of  t h e  powers c ~ f  t h e  E x e c u t i v e  
Board. Moreover ,  i f  t h e  E x e c u t i v e  Board in F e b r u a r y  1981 tiad s a i d  t h a t  
i t  would s y m p a t h e ' i c a l l y  c o n s i d e r  a p r o p o s a l  f o r  a n  i n c r e a s e  i n  t h e  q u o t a  
of I r a n  up t o  t h e  amount a v a i l a b l e  u n d e r  Board o f  Governor s  R e s o l u t i o n  
No. 34-2  i f  I r a n  made a r e q u e s t  f o r  t h e  i n c r e a s e  b e f o r e  t h e  end o f  1981, 
i t  c o u l d  be a r g u e d  t h a t  t h e  Board c o u l d  s t i l l  c o n s i d e r  s u c h  a r e q u e s t  
and  s e n d  i t  t o  t h e  Board of Governor s .  

The D i r e c t o r  of t h e  L e g a l  Depar tment  m a i n t a i n e d  t h a t  t h e  Board of 
Governors  had ernpowered t h e  E x e c u t i v e  Board t o  g r a n t  e x t e n s i o n s  of p e r i o d s  
for  c o n s e n t .  I n  t h e  n o r m a l  sense of t h e  term,  a n  e x t e n s i o n  c o u l d  a p p l y  
o n l y  t o  p r o l o n g i n g  a new p e r i o d ,  n o t  t o  s t a r t i n g  one .  Tha t  was t h e  way 
i n  which t h e  Fund had  u n d e r s t o o d  a n d  a p p l i e d  t h e  a u t h o r i t y  t o  e x t e n d  a 
p e r i o d  i n  r i s p e c t  af r e s o l u t i o n s  of  t h e  t y p e  now u n d e r  d i s c u s s i o n  o r  o f  
o t h e r  t y p e s  O €  r e s o l u t i o n .  So f a r  a s  t h e  q u e s t i o n  of s y m p a t h e t i c  c o n s i d -  
e r a t i o n  was c o n z e r n e d ,  t h e  ldnguage  d i d  not  s u p p o r t  Mr. M a t h o t r a .  What was 
r e f e r r e d  t o ,  g r a n t e d ,  was s y m p a t h e t i c  c o n s i d e r a t i o n  f o r  a s p e c i a l  i n c r e a s e  
i r i  q u o t a  f o r  T r A n ,  n o t  an i u c r e a s e  u n d e r  t h e  S e v e n t h  G e n e r a l  Review. 

Mr. Salehktmu s t a t e d  t h a t  h e  w a s  happy t o  be able t o  s p e a k  O F  con- 
t r i b u t i n g  t o  t h e  Fund ' s  resources ,  r a t h e r  t h a n  a s k i n g  f o r  use of t h o s e  
r e s o u r c e s ,  e s p e c i a l l y  a f t e r  t h e  u n u s u a l  c i r c u m s t a n c e s  t h a t  I r a n  had been 
go ing  t h r o u g h  i n  t h e  p a s t  two y e a r s .  E x e c u t i v e  D i r e c t o r s  migh t  w i s h  t o  
Sear i n  m i n d  t h a t  t h e  e x c e p t i o n a l  c i r c u m s t a n c e s  t o  which  he had r e f e r r e d  
e a r l i e r  had p r e v a i l e d  not o n l y  u n t i l  t h e  end of 1981 but  a l s o  p e r h a p s  
u n t i l  t h e  monient when he had j o i n e d  t h e  E x e c u t i v e  Board.  He h a d  been 
e n c o u r a g e d  by t h e  sympathy and u n d e r s t a n d i n g  of a l l  t h o s e  who h a d  spoken .  
He had  b r o u g h t  t h e  matter h e i o r e  t h e  E x e c u t i v e  Hoard on1.y a f t e r  consulting 
the Fund s t a f f  and  management. Moreover ,  h e  V ~ L ; . ;  not have  b r o u g h t  t h e  
m a t t e r  t o  t h e  Execa tTve  Board unless  h e  had  been  a s s u r e d  t h a t  h e  t iad a 
good case,  and hi.t had s t i l t  n o t  been  t o l d  o t h e r w i s e .  

Fi~wevet,  %r. Sa lebkhou  went  c;n, h e  h a d  n o t  u n d e r s t o o d  t h a t  I r a n  idas 
n o t  the a n l y  c o t i n t r y  t h a t  had n o t  c o n s c n t e d  t o  t a k e  u p  t h e  fu.1L amount 
t>f  the a d d i t , i o r i n ?  q u o t a  o f f e r e d  unde r  t h e  S e v e n t h  General Review. 
o t h e r  hand, h e  had u n d e r s t o o d  t ha t  t h e  E i g h t h  G e n e r a l  R e v i e w  was s t i l t  
~ I ) E  comple t t td  and  t h a t ,  i n  v i e w  (of t h e  syrnpathe t i . c  c o n s i d e r a t i o n  alrearly 
g r a n t e d  to the reqriest by I r a n ,  t h e  E x e c u t i v e  E o a r d  c o u l d  gr:int  i t  a n o t h e r  

Oq r h e  
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p e r i o d  for c o n s e n t .  While t h e  l a s t  t h i n g  h e  w i s h e d  to d d  was to  add  t o  
t h e  problems of t h e  Fund a t  t h e  p r e s e n t  ttine, h e  b e l i e v e d  t h a t  t h e  case 
of I r a n  w a s  u n i q u e .  I t  m i g h t  well be t h a t  i f  t h e r e  were o the r  members 
t h a t  had  not t a k e n  U Q  t h e i r  q u o t a s  u n d e r  t h e  S e v e n t h  G e n e r a l  Review, 
pclrhaps t h e y  had  f a i l e d  t o  a c t  w i l l i n g l y .  He h o p e d  t h a t  t h e  Executive 
Board w o u l d  n o t  d e c i d e  t o  p o s t p o n e  h i s  r e q u e s t  u n t i l  a f t e r  t h e  c o n c l u s i o n  
O F  t h e  E i g h t h  G e n e r a l  R e v i e w ,  which would  s u r e l y  b e  u n n P c r s s a r i l y  Late. 

The s h a r e  of  I r a n  h a d  n o t  y e t  b e e n  r e d i s t r i b u t e d  among o t h e r  members ,  
Mr. S a l e h k h o u  o b s e r v e d .  One r eascn  why be had made t h e  r e q u e s t  before  
t h e  c o n c l u s i a n  of t h e  E i g h t h  Review w a s  t h a t  h e  d i d  not w i s h  t o  take  u p  
rl q u o t a  s h a r e  a t  t h e  expensc  of o e h e r  c o u n t r i e s .  H i s  belief h a d  k e n  
t h a t  i f  t h e  increase were g r a n t e d  a t  t h e  p r e s e n t  t ime,  e i t h e r  as p a r t  of 
t h e  Seven th  R e v i e w  o r  i n c o r p o r a t e d  i n t o  t h e  figures f o r  t h e  E i g h t h  R e v f e w ,  
t h e  s i z e  of t he  Fund w o u l d  be i n c r e a s e d  by exactly the  amount  of t h e  
i n c r e a s e  g r a n t e d  t o  I r a n ,  T h e n ,  once t h e  I n t e r i m  Committee came t o  n 
d e c i s i o n  a b o u t  a p e r c e n t a g e  i n c r e a s e  i n  t h e  o v e r a l l  s i z e  of t h e  F u n d ,  
t h e  i n c r e a s e  g r a n t e d  t o  I r a n  w o u l d  have no impact w h a t s o e v e r  on t h e  ' 

s h a r e s  o f  o t h e r  members .  

F i n a l l y ,  Mr. S a l e h k h o u  r e m a r k e d ,  he was ask ing  f o r  an incrtase i n  
t h e  s i z e  of t h e  q u o t a ' o f  I r a n  n o t  o n l y  f o r  t h e  b e n e f i t  of t h e  eounzty 
i t s e l f  b u t  a l s o  f o r  t h e  sake oE d e v e l o p i n g  c o u n t r i e s  as d w h o l e .  Ais 
E e e l i n g  was t h a t  t h e  i n c r e a s e  w o u l d  b e n e f i t :  t h e  Fund a t  l a rge ,  I f  t h e  
Board c o u l d  take t h e  l i n e  s u g g e s t e d  by Mr. M a l h o t r a ,  h e  w o u l d  certainly 
request a n  e x t e n s i o n .  If t h a t  course  was n o t  open ,  he w o u l d  adopt  any 
o t h e r  t h a t  m i g h t  be s u g g e s t e d  by Execut ive  Di rec tors .  what counted was 
For I r a n  t o  r e c e i v e  t h e  s h a r e  t o  w h i c h  i t  was e n t i t l e d ,  p r e f e r a b l y  b e f o r e  
t h e  concLus ion  of t h e  E i g h t h  Quota  Review. 

- 

The T r e a s u r e r  coamented t h a t  i f  t h e  request by I r an  were treated 
o n  i t s  merits and t h e  c o u n t r y  r e c e i v e d  a s p e c i a l  q u o t a  increase b e f o r e  
t h e  c o m p l e t i o n  of t h e  E i g h t h  G e n e r a l  R e v i e w  of  Quo tas ,  t h e  present 
s h a r e  of ai  1 o c h e r  niernbers of t h e  Fund would f a l l  i n  p r o p o r t i o r r  t o  the  
particular i nc rease  i n  t h e  s h a r e  of  I r a n .  I f ,  however ,  t k r  proposal. 
p u t  f o r w a r d  by Mr. S a l e h k h o u  were f o l l o w e d  and t h e  Exeeutive Board 
d e c i d e d  simply t o  i m p u t e  t h e  additional cjuotn t o  I r a n ,  t h e  outcome would 
d i f f e r ,  although n o t  p e r h a p s  b y  much,  d e p e n d i n g  on whether  the absolute 
i n c r e a s e  i n  q u o t a  t o  I t s  new s i z e  were to  be expressed as 8 percentage,  
a s  M r ,  SaLehkhou assumed, o r  as  a n  ahsol.ute amount. 

?!r* KaFk i i  remarked tha t  the a c t u a l  s i z e  o f  t h e  lncrease wouLd make 
h a r d l y  a n y  d i f f e r e n c e  t o  t h e  membership ;-IS 8 w h o r e ;  t h e  Increase woii1.d 
r a i s e  I r a n ' s  share  i n  t o t a l  quotas b y  no more t h a n  0.6 p e r  c e n t .  
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t h e  concLusion of the E i g h t h  General Review and t h e n  e s t a b l i s h  a n  ad hoc 
commi t t ee ,  as had been done on 7any o t h e r  o c c a s i o n s  i n  t h e  p a s t .  The 
ad hac committee would ac t  on the b a s i s  of a s t a f f  s t u d y  and recommend 
a c c o r d i n g l y  I) 

Mr. Malho t ra  remarked t h a t  i f  i t  were p o s s i b l e  t o  ex tend  t h e  p e r i o d  
far: consent  a n d  Tran took up t h e  a d d i t i o n a l  amount of q u o t a ,  t h e  recom- 
mendat ion by t h e  E x e c u t i v e  Board t o  t h e  I n t e r i m  Committee would not  
need t o  be changed i n  any  way. A l l  t h a t  would happen would be t h a t  t h e  
c a l c u l a t t o n s  would be changed m a r g i n a l l y ,  as e x p l a i n e d  by Mr. Kafka. 
The Committee of t h e  Whote cou ld  d e c i d e  how t h e  matter was t o  be hand led  
I f  i t  w a s  to be i n c l u d e d  i n  t h e  E i g h t h  Genera l  Review of Q u o t a s .  Whatever 
the o v e r a l l  q u o t a  s i z e  t h a t  was a c c e p t e d ,  t h e  a l l o c a t i o n  t o  I r a n  would 
have the same effect  as i f  I r a n  had been al lowed t o  t a k e  u p  i t s  a d d i t i o n a l  
cjuotc. under  t h e  Seven th  Genera: Review. Another way i n  which I r an ' s  
r e q u e s t  c o u l d  be met w i t h o u t  a f f e c t i n g  t h e  s h a r e s  of o t h e r  c o u n t r i e s  
would be f o r  t h e  Board of Covetnors  t o  agree t h a t ,  whatever  q u o t a  s i z e  
was agreed t o 3  I r a n  s h o u l d  be p e r m i t t e d  t o  c o n t r i b u t e  a n  a d d i t i o n a l  
SDR 400,000 o r  so. 

W. SaLehkhou commented t h a t  t h e  s i m p l e s t  p rocedure  might be f o r  
t h e  E x e c u t i v e  Board to recommend t o  t h e  Board of  Governors t h a t  t h e  s i z e  
o f  t he  Fund s h o u l d  be i n c r e a s e d  by t h e  amount oE wha teve r  i n c r e a s e  i n  
quota  The E x e c u t i v e  D i r e c t o r s  agreed s h o u l d  be a l l o t t e d  t o  I r a n ,  bu t  
b e f o r e  t he  complet ion OE t h e  E i g h t h  Genera l  Review. 

The C h a t r m a n ,  summarizing t h e  d i s c u s s i o n ,  remarked t h a t  t h e  s t a f f  
c o u l d  c e r t a i n l y  produce any new t a b l e s  that were r e q u i r e d .  However, a 
number of s p e a k e r s  had  e x p r e s s e d  t h e  f e a r  t h a t  H i n i s t e r s  and G o v e r i o r s ,  
who had a l r e a d y  c o n s i d e r e d  t abLes  implying s p e c i f i c  numbers f o r  ew,h 
country, might  be confused  i f  o t h e r  f i g u r e s  had T ~ O W  to be put forward.  
Fie could w e l l  under s t and  that  Mr .. Saltehkhou would prefe  r t h e  E x e c u t i v e  
Board to t a k e  a d e c t s i o n  that T r a n ' s  quota under t h e  Seventh Genera l  
Keview shou ld  be SDR 1 ,075  m i l l i o n  and t h a t ,  i n  t h e  for thcoming meet ing 
o f  the Interim C n a i m i t t e e ,  M i n i s t e r s  a n d  Governors s h o u l d  c o n s i d e r  f tgures 
For t h e  E i g h t h  General Review t h a t  would LTlClude a q u o t a  f o r  I r a n  oE 
SDR 1,1175 million, However, t h e s e  was c l e a r l y  some o p p o s i t i o n  t o  t h a t  
course.  The second possibility was to  w a i t  u n t i l  a f t e r  t h e  mee t ing  of 
tire Inter3-m Committee a n d  t h e n  act  under t h e  procedure For a s p e c i a l  
increase i n  q u o t a s  a s  a m a t t e r  of u rgency ,  The advan tage  of such a 
eaurse uf  act ion would  be t h a t  f t would avo id  changing f i g u r e s  immediately 
b e f o r e  the meeting o f  t h e  I n t e r i m  C o m m i t t e e .  The d i f f e r e n c e  i n  terms of 
quota shares would c l e a r l y  be, smali., However, t h e  g e n e r a i  f e e l i n g  of  

e s t a b t i s h  an ad hoc c o m m f t t e e  t o  l o o k  i n t o  the case on  I ts  inerits a f t e r  
t h e  inecring of t h e  I n t e r i m  Cnmmirree.. 

T7 , ~ ~ ~ , ~ u t i v e  * c* ... D i r e c t o r s  seemed t o  be_ t h a t  & h e  b e s t  p rocedure  would be t o  

H T ~  Sa?etikhou sta ted  t h a t  he would be h a p p y  t o  a c c e p t  the p r o p o s a l  
by the Chaitnran provided t h a t  i t  was u n d e r s t o o d  that t h e  m a t t e r  w o u l d  be 
t r iken  up after t h e  meet ing ~f t h e  I n t e r i m  Committee, as  a m a t t e r  of 
Llrgency, and b e f o r e  the  comple t ion  uf the  E i g h t h  General  R e v i e w  o f  Quotas ,  
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Executive Direc tors  agreed a c t  i n  t h e  way proposed by t h e  G h a i r m a n ,  
and conclttded their d i s c u s s i o n  of the request  by  the  Governmen& of Iran 
f o r  a n  increase in the quota of Iran t o  SDK 1,075 m i l l i o n .  

APPROVED: J u l y  14, 1983 

LEO VAN HOU?VEN 
Secretary 
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P o s s i b l e  F o r m u l a t i o n s  o f  P a r a g r a p h  9 ( a )  --- 

A l t e r n a t i v e  A - 
A c h a n g e  i n  t h e  method of c a l c u l a t i n g  t h e  combined marke t  i n t e r e s t  

r a t e  shall a p p l y  u n l e s s  t h e  Fund a n d  t h e  p a r t i c i p a n t s ,  b y  a t w c  t h i r d s  
m a j o r i t y  of p a r t i c i p a n t s  h a v i n g  t h r e e  f i f t h s  o f  t h e  t o t a l  amount o f  t h e  
c r e d i t  a r r a n g e m e n t s ,  d e c i d e  by t h e  t i m e  t h e  change  becomes e f f e c t i v e ,  
c h a t  t h e  change  s h a l l  n o t  a p p l y .  

A l t e r n a t i v e  B 

A change  i n  t h e  method of c a l c u L a t i n g  t h e  combined marke t  i n t e r e s t  
r a t e  s h a l l  a p p l y ,  e x c e p t  i n  r e s p e c t  of t h e  Fund ' s  i n d e b t e d n e s s  t o  a 
p a r t i c i p a n t  a t  t h e  time t h e  change  becomes e f f e c t i v e  [and  i n  r e s p e c t  of 
a n y  a d d i t i o n a l  i n d e b t e d n e s s  t o  t h e  p a r t i c i p a n t  i n c u r r e d  by t h e  Fund p r i o r  
t o  t h e  d a t e  of t h e  n e x t  r enewa l  of t h i s  D e c i s i o n ] ,  i f  t h e  p a r t i c i p a n t  ' 

n o t i f i e s  t h e  Fund,  by t h e  t i m e  t h e  change  becomes e E f e c t i v e ,  t h a t  i t  d o e s  
n o t  w i s h  t h e  change t o  a p p l y  t o  s u c h  i n d e b t e d n e s s .  

Note: The two a l t e r n a t i v e s  c o u l d  be combined,  w i t h  t h e  e f f e c t  t h a t  a n  
i n d i v i d u a l  p a r t i c i p a n t  c o u l d  p r e v e n t  t h e  a p p l i c a t i o n  of t h e  change t o  t h e  
F u n d ' s  i n d e b t e d n e s s  t o  i t  "*ren though n e i t h e r  t h e  Fund n o r  t h e  p a r t i c i -  
p a n t s ,  as a g r o u p ,  have  e x e r c i s e d  t h e  r i g h t  t o  p r e v e n t  t h e  a p p l i c a t i o n  of  
t h e  change .  However, t h i s  r i g h t  of  a n  i n d i v i d u a l  p a r t i c i p a n t  would a p p l y  
o n l y  t o  t h e  i n d e b t e d n e s s  o u t s t a n d i n g  a t  t h e  d a t e  o f  t h e  change a n d ,  i f  
t h e  words  i n  s q u a r e  b r a c k e t s  a r e  i n c l u d e d ,  t o  new i n d e b t e d n e s s  i n c u r r e d  
p r i o r  t o  t h e  n e x t  r enewa l  of t h e  GAB. 


