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GEFJERAL AR'XANGEMENTS TO BORROW - PROPOSALS FOR REVISION AND EXPANSION - --- --_I- 

The Execut  i.ve D i r e c t o r s  c o n t i n u e d  from t h e  p r e v i o u s  meet ing  (EBM/83/25, 
2 / 3 / 8 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 r e p a r e d  i n  t h e  l i g h t  of d i s c u s s i o n s  
f n  r e c e n t  m e e t i n g s  i n  P a r i s  of t h e  GAB p a r t i c i p a n t s ,  and of views e x p r e s s e d  
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  
t h e n  a sheet  s e t t i n g  ou 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  p a r a g r a p h  9 ( a >  (At t achmen t  I ) ;  a proposal  f o r  a r e d r a f t  of para-  
g r a p h  21(a) (At t achmen t  I T ) ;  and  a p r o p o s a l  f o r  i! new pa rag raph  2 3  formu- 
l a t e d  by the s t a f f  i n  t h e  l i g h t  of  t h e  morning d i s c u s s l o n  (At tachment  111). . i /  

I 

P a r a g r a p h  9 ( a )  

The Chairinan remarked t h a t  t h e  i n t e n t i o n  had been t o  c o v e 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 d 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  l e n d e r  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 market i n t e r e s t  ra te .  H e  i n v i t e d  t h e  D i r e c t o r  
of t h e  L e g a l  Department 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 h e  L e g a l  Depar tment  s u g g e s t e d  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 ,  "p rov ided  t h a t  i f  a 
p a r t i c i p a n t  so rcquests a t  t h e  time t h i s  agreement  i s  r e a c h e d ,  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 E e c t i v e . "  

- 

Mr. Laske s a i d  t h a t  h e  would p r e f e r  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  Alternative h was t h a t  one  t h i r d  of t h e  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  of t h e  c r e d i r  Line c o u l d  € o r c e  upon t h e  rest of t h e  p a r t l c i p a n c s  
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  rate.  He r e a l i z e d  
t h a t  there v i 3  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  t h e  i n t r o d u c t i o n  o f  a 
change  i n  t h e  method of d e t e r m i n i n g  i n t e r e s t  r a t e s  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  chang ing  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  s h o u l d  be  h i g h e r .  He  would prefer t h e  
m a j o r i t y  t o  be two r h i r d s  of t h e  F a r t i c i p a n t s  hav ing  t h r e e  f i f t h s  of  
t h e  t o t a l  amourit of c r e d i t  a r - angemen t s .  Moreover ,  t h e  i d e a  s h o u l d  b e  
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 Lnqut red  w h a t  t h e  s i t u a t i o n  would  be i f  t h e  Fund proposed  
a change  in the d e f i n i t i o n  of t h e  s p e c i a l  drawing right (SDR)  and nonethe- 
less  ? r e f e r r e d  t h a t  t h e  change  s h o u i d  n o t  be e x t e n d e d  t o  a r r angemen t s  
w i t h  t h e  GAB.  He wondered whe the r  t h e  l anguage  now proposed  would C O V ~ K  

t h a t  s C t u a t  i o n .  
--_- --- 

-_c_ 

i/ Dur ing  t h e  d i s c u s s i o n  i t  was a g r e e d  t o  renumber p a r a g r a p h  21(a)  
as-paragraph  2 3 ( a )  and t o  e n t i t l e  i t  A s s o c i a t e d  Borrowing Arrangements.  
In c o n s e q u e n c e ,  t h e  p r o p o s a l  f o r  F l r a g r a p h  2 3  (At tachment  111) 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 r t t t e n  I n  the L i g h t  of t h e  d i s c u s s i o n ,  
was t a k e n  u p  t h e  foLlowing i ~ ~ o r n i n g .  
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M t .  Poiak commented t h a t  t h e r e  wou ld  be m e r i t  i n  s a y i n g  t h a t  b o t h  
t h e  Fund and t h e  p a r t i c i p a n t s  m u s t  a g r e e  t h a t  t h e  new r a t e  b e i n g  appLied  
t o  t h e  SDR s h o u l d  a l s o  a p p l y  t o  claims unde r  t h e  GAB. It 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  t h e  method of c a l c u l a t i n g  t h e  c o a b i n e d  
market 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  least  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  t o  t h e  t o t a l  amaunt o f  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  present document ,  which was a f t e r  a l l  a Fund document ,  
thzre  s h o u l d  be a n y  men t ion  a t  a l l  of a v o t i n g  p r o c e d u r e  f o r  t h e  
p a r t i c i p a n t s .  

Mr. 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 a n g u a g e .  

The , D i r e c t o r  of t h e  L e g a l  Depar tment  i n d i c a t e d  t h a t ,  n a t u r a l l y ,  
un le s s  t h e  Fund p roposed  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 ho ld2ngs  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  Mr. Donoso would no t  a r i s e .  

Mr. de  Maulde s t a t e d  t h a t  he a g r e e d  w i t h  Yr. P o l a k  r e g a r d i n g  t h e  
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 o f  Ten. 

Mr. Po lak  remarked  t h a t  h e  w i shed  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  s u c h  a way as t-o p r o t e c 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 ,  t h u s  d e p a r t i n g  from t h e  a s s u m p t i o n  t h a t  t h e  method would 
f i x  t h e  combined marke t  i n t e r e s t  r a t e  a t  100 p e r  cent  of t h e  SDR ra te .  
Whi le  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  l a n g u a g e  
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  LOO p e r  cent 
of t h e  SDR r a t e  an t h e  pre..ent f o r m u l a t i o n ,  even  i f  b o t h  t h e y  a n d  t h e  
Fund t h o u g h t  t h a t  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  f rom t h e  GAB. One way of making h i s  p o i n t  would 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  i n d e b t 3 d n e s q  a t  a r a t e  e q u a l  
t o  t h e  combined marke t  i n t e r e s t  r a t e  computed by t:ie Fund from time t o  
time €or  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  pays 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 r a w i n g  r i g h t s . "  Mr. E r b  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 .  S u p p o s e ,  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  ough t  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 Cime i t  c o u l d  
be agreed- -wi th  p a r t i c i p a n t s  p o s s e s s i n g  v e t o  power by t h e  p r o p e r  v o t i n g  
formula  and t h e  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 h t -  
edness t o  t h e  GAB w o u l d  s t a y  a t  100 per c e n t .  Us jng  h i s  l anguage  
w o u l d  s i m p l i f y  t h e  whole  p a r a g r a p h .  

Mr. Anson commented t h a t  Mr. P o l a k ' s  l a n g u a g e  amounted t c  a corn- 
p l e t e l y  n e v  p r o p o s a l ,  A f t e r  a l l ,  p a r t i c i p d n t z  shot l id  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 pay  or. i t s  i n d e b t e d n e s s  t o  the 
GAB would c o n t i n u e  t o  be a m r k e t  r a t e ,  even  i f  t h e  c a l c u l a t i o n  oE t h e  
marke t  r a t e  changed. The c la ims were t o  be p u t  i n t o  r e s e r v e s ,  a n d  he 
d i d  n o t  b e l i e v e  that :  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 h e r e  s h o u l d  be a resenre a s se t  t h a t  d i d  not c a r r y  
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a marke t  ra te .  I f  Mr. P o l a k ’ s  f o r m u l a t i o n  were a d o p t e d ,  i i  w u 1 . d  be 
n e c e s s a r y  t o  r e f e r  to agreement  by  “ a l l  p a r t i c i p a n t s , “  somethin:: t h a t  
most speakers wished  t o  avcfdh The p a r a g r a p h  a s  w r i t t e n  d i d  n o t  a c h i e v e  
t h e  effect d e s i r e d  by Er. Laske and o t h e r s .  One way of d e a l i n g  w i c h  t h e  
matter might  be t o  make the  second s e n t e n c e  r e a d ;  “ A  change f n  t h e  meLhod 
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  t h e  
Fund and  a t  least  two t h i r d s  of t h e  p a r t i c i p a n t s . .  . . I ’  

Mr. Laske  s t a t e d  t h a t  h e  c o u l d  a c c e p t  Mr. Anson’s p r o p o s i t i o n .  

Mr. Erb r a i s e d  t h e  2 o i n t  t h a t  i f  t h e r e  were a n  a s s o c i a t e d  member, 
which would i n  e f f e c t  be t r e a t e d  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  r a k e  t h o s e  v o t e s  i n t o  a c c o u n t  
when making a change i n  t h e  i n t e r e s t  r a te  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 l d  
be m e t  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 .  W , i l e  t h e  Geceral Arrangements d i d  not  i n  a n y  
forma! 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 ,  i,- was a par t  of t h e  c o r p u s  of , 

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 d e t e r m i n e d  
in a c c o r d a n c e  w i t h  a r r a n g e m e n 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  part i c i -  
p a n t s  migh t  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 of  tliem 
would have a v e t o  power, which  was s u r e l y  what most members wished ’lo 

a v o i d .  It might  t h e r e f o r e  b e  n e c e s s a r y  t o  i n s e r t  t h e  p r o v i s o  “ p r o v i d e d  
t h a t  none of t h e  p a r t i c i p a n t s  h a s  r? v e t o . ”  

Xr. de Maulde spoke  once  a g a i n  i n  f a v o r  of keep ing  t h e  t e x t  as s h o r t  
a5 p o s s i b i e .  The a r r a n g e m e a t s  i:etween p a r t i c i p a n t s  would c e r t a i n l y  t ake  
a c c o u n t  of t h e  r e c o r d  of t:he 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 amer.&nent 
would be r e q u i r e d  t o  t h e  Baumgartner l e t t e r ,  i f  o n l y  because  the Baumgartner 
L e t t e r  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 
stand-by a r r a n g e m e n t ,  would n o t  have  a vote i n  any  d e c i s i o n  t h a t  might  
be t a k e n  by t h e  p a r t i c i p a n t s .  It might  not  b e  e n t i r e l y  o b v i o u s  t h a t  
when a s tand-by  a r r angemen t  o r  a p u r c h a s e  was n o t  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 wish to  
s p e c i f y  . 

Mr. Laske s a i d  t h a t  he would not  have  a n y  o b j e c t i o n  to  t h e  p r o p o s a l  
by t h e  Deputy Manpeing D l r e c t o r ,  p r o v i d e d  t h a t  the Language was “ b y  a 
q u l i f i e d  m a j o r i t y  e s t a b l i s h e d  among t h e m s e l v e s . “  

Mr. 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  c o u l d  f o l l o w  
M r .  de  Mauide and r e f e r  t o  a document i n c o r p o r a t i n g  t h e  m a j o r i t i 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  in t h e  method o f  comput ing  
t h e  combined marke t  r a t e ,  i t  m i g h t  be s i m p l e r  t o  r e f e r  no t  to  t h e  p a r t i k l -  
p a n t s  as a g roup  b u t  simply t o  p a r t i c i p a n t s ,  the l anguage  be ing  “ a n d  a t  
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!cast t w o  t h i r d s  of t h e  part i c i p w n t s  h a v i n g  a t  l eas t  th ree  f i f t h s  of t h e  
t o t a l  amount agreed.. . ." There would be no need € o r  a d e c i s i o n  among 
t e p a r t i c i p a n t s  t h e m s e l v e s ;  t h e  Fund would c o n d u c t  a p o i 1  on the basis 
3f i n f o m a t i o n  p r o v i d e d  t o  i t  by i r i d i v i d u a l  p a r t i c i p a n t s .  

Pir. E t b  comrnented t h a t  Mr. Polak's formulation d i 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  h n v l n g  t h e  same r i g h t s  and 
o b l i g a t i o n s  as t h e  p a r t i c i p a n t .  

H r .  Falak, however ,  c o n s i d e r e d  t h a t  Mr. Erb ' s  p o i n t  w o u l d  be c o v e r e d ,  
p r o v i d e d  t h a t  the a r r a n g e m e n t s  w i t h  a n y  a s s o c i a t e d  member l a i d  down t h a t  
the associated member would be counted as  a p a r t i c i p a n t  i n  t h e  circum- 
s t a n c e s  discussed i n  p a r a g r a p h  9 ( a ) .  It was s u r e l y  not: necessary t o  
r e p e a t  t h e  words " a s s o c i a t e d  members" on e v e r y  occasion. 

Mt. 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. Polak's 
f o r m u l a t i o n ,  h e  was d i s t u r b e d  by t h e  l a n g u a g e  p r o p o s e d  by t h e  D i r e c t o r  
of t h e  Legal  Depar tment  r e g a r d i n g  t h e  o p t i n g - o u t  p r o v i s i o n .  It was, 
necessary t o  p r e s e r v e  t h e  r i g h t  o f  a government  w i t h  respect t o  its 
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 a 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  terms, 
e v e n  though t h e r e  m i g h t  be  a change.  He would be happy i f  t h e  l a n g u a g e  
a t  t h e  end of p a r a g r a p h  9 ( a )  r e a d ,  " p r o v i d e d  t h a t  i f  a p a r t i c i p a n t  s o  

d p p l y  t o  t h e  F u n d ' 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  
date t h e  change becomes e f f e c t i v e . "  

- r e q u e s t s  a t  t h e  t i m e  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€ter 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  p a r a g r a p h  9(a> s h o u l d  
r e a d :  "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  
t o  t h e  combined m a r k e t  i n t e r e s t  r a t e  computed by t h e  Fund f rom time t o  
t i m e  f o r  t h e  purpose of  d e t e r m i n i n g  t h e  r a t e  a t  which it pays 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 r a w i n g  rights, A change  i n  t h e  method o f  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  o n l y  i f  t h e  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  h a v i n g  t h r e e  f i f r k  cif 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  s o  a g r e e ;  p r o v i d e d  that  i f  a 
p a r t i c i p a n t  s o  r e q u e s t s  a t  t h e  time t h i s  agreement  i s  r e z 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  
a t  t h e  d a t e  t h e  change becomes e f f e c t i v e . "  

P a r a g r a p h  10 - 
M r .  Donoso remarked t h a t  t h e  l a s t  f o u r  l i n e s  of p a r a g r a p h  10 read ,  

" . , . a n d  access t o  t h e s e  ' r e s o u r c e s  b;. members s h a l l  be d e t e r m i n e d  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 the toral amount of such  resources  
t h a t  a r e  a v a i l a b l e  t o  t h e  Fund,  a n d  s h a l l  n o t  depend on w h e t h e r  t h e  Fund 
c a n  Sorrow u n d e r  t h i s  declsion." A s  he r e a d  t h a t .  l a n g u a g e ,  t h e  Fund 
( j u g h t  t o  d e f i n e  i t s  p o l i c i e s  i n  s u c h  a way t h a t  t h e y  c o u l d  n o t  depend c r i  

w h e t h e r  t h e  Fund c o u l d  borrow u n d e r  rhe d e c i s i o n  or  n o t .  T h a t  would 
s u r e l y  be i n c c 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  
u s e  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. 



The Director of t h e  Legpl D e p a r r m e n t  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  say  t h a t  t h e  access l imi t s  and a l l  o t h e r  a s p e c t s  of Fund pol ic i r . :  
with r e g a r d  t o  a c c e s s  by members t o  t h e  F u n d ' s  r e s o u r c e s  s h o u l d  be de t e r -  
mined by t h e  E x e c u t i v e  Board ,  and  t h a t  w h e t h e r  t h e  Fund could borrow o r  
n o t  unde r  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  purchases by R par-  
t i c i p a n t  would i n  no way a f f e c t  t h e  F u n d ' 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 .  Put  t h e  o t h e r  way r o u n d ,  t h e  l anguage  was meant t o  imply 
t h a t  whether 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 ,  or a 
n o n p a r t i c i p a n t ,  would n o t  depend on whe the r  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  u p  t h e  amounts r e q u e s t e d  by t h e  Managing D i r e c t o r  o r  n o t .  

v--. Donoso remarked  t h a t  h e  s t i l l  had d i f f i c u l t i e s  w i t h  p a r a g r a p h  10. 
While tie had u n d e r s t o o d  t h e  e x p l a n a t i o n s  by t5e D i r e c t o r  of the Legal 
T.fepartment, he n o t e d  t h a t  a c c e s s  t o  t h e  general r e s o u r c e s  o f  t h e  Fund by 
merrbers "would be d e t e r m i n e d  by t h e  F u n d ' s  p o l i c i e s  arid 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  are  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  c o u n t  
on t h e  a v a i l a b i l i t y  of r e s o u r c e s  f rom t h e  G e n e r a 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 .  That  seemed t o  h im a 
l i m i t a t i o n  an 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  t h o s e  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  l a n g u a g e  of p a r a g r a p h  10 had been .- 

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  of 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  the re  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 would n o t  a g r e e  to a n  a c t i v a t i o n .  The l anguage  
of p a r a g r a p h  10 had t h e r e f o r e  heen  d e s i g n e d  t o  make i t  cLear 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 ,  i n  a moment of 
need ,  t h e  r e s o u r c e s  cf t h e  GAB were not  a v a i l a b l e .  T h e  i n a c c e s s i b i l i t y  
of t h e  r e s o u r c e s  of t h e  GAB would n o t  be a l l o w e d  t o  i m p a i r  t h e  r i g h t s  o f  
a member t o  have  a c c e s s  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  it' t h e  
Fund had t o  s e e k  o t h e r  s o u r c e s  of bo r rowing  t o  p r o v i d e  t h a t  a c c e s s .  

Yr. Donoso s a i d  t h a t  he welcomed the e x p l a n a t i o n  by t h e  Chairman; 
h e  o n l y  doub ted  whether  t h e  l a n g u a g e  of p a r a g r a p h  1'3 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  t o  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  n o t e d  t h a t  h e  would have  no  d i f f i c u l t y  i n  d e l e t i n g  
. t he  a d j e c t  Fve " g e n e r a l "  b e f o r e  t h e  w o r d  " 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  p a r a g r a p h  10. 

Mr. Donoso r e c a r k e d  t h a t  h e  would be happy v i t h  any  l anguage  t h a t  
g o t  away from d e f i n i n g  access 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  F u n d ,  which i m p l i e d  a L i m i t a t i o n  i f  t h e  Fund c o u l d  not 
borrow a t  a g i v e n  moment. 

A f t e r  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 econd  s e n t e n c e  of pa rag raph  10 s h o u l d  r e a d :  "No th ing  in t h i s  d e c i s i o n  
s h a l l  a f f e c t  t h e  a1 ; tho r i ty  o f  t h e  Fund w i t h  respect t o  r e q u e s t s  f o r  t h e  
u s e  o f  i t s  r e s o u r c e s  by  i n d i v i d u a l  members, and  a c c e s s  t o  these r e s o u r c e s  
by members s h a l l  be determi.ned b j r  t h e  Fund ' s  p o l i c i e s  and p r a c t i c e s ,  a n d  
s h a l l  n o t  d e p e n d  on whether  t h e  Fund can borrow under  this d e c i s i o n . "  



New d r a f t  p a r a g r a p h  2 l ( a )  (At tachment  .___.-- T T )  .- 
-I--- 

The E x e c u t i v e  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  parogra, ih  21(a). 

N r .  E r b  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  "unde r  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  o f  
t h i s  d e c i s i o n . .  . ." He p r e f e r r e d  t h e  l anguage  of o r i g i n a l  p a r a g r a n h  . l ( x i ) ,  
which wzs " u n d e r t a k e s  t o  make l o a n s  t o  t h e  Fund f o r  t h e  same p u r p o s e s  
and on terms comparable  t o  t h o s e  d e s c r i b e d  i n  this D e c i s i o n . .  . ." 

The Chairman, however,  remarked  t h a t  s u c h  l a n g u a g e ,  w i t h  t h e  words 
"cornparab4e 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 a p p a 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 the Fund might  w i 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 meinber c o u n t r y  f o r  t h e  same g e n e r a l  
p u r p o s e s  as  i t  would e n t e r  i n t o  an  ag reemen t  with t h e  G M ,  but  t h a t  
t h e r e  would 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 angemen t  
would c a u s e  Mr. Erb d i f f i c u l t y  because  t h e  terms would n o 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  GAB. 

M r .  E r b  i n d i c a t e d  t h a t  k e  w a s  t r y i n g  t o  c o v e r  e v e r y  p o s s i b l e  c o n t i n -  
gency. As t h e  l anguage  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  
t 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 t v e s  as t h o s e  of t h e  GAB,  but t o  come t o  a judgment tha t  d i f f e r e d  
f rom t h a t  of t h e  p a r t i c i p a n t s .  Such an a r r a n g e m e n t  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 a n g u a g e  such  as "a bor rowing  a g r e e -  
m e n t  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  n o t  a p a r t i c i p a n t ,  u n d e r  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  make l o a n s  t o  The Fund f o r  t h e  same p u r p o s e s  
and on 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  c o n c u r r e n c e  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  was always a matter of judgment ,  t h e  l anguage  m i g h t  be t i g h t e r  
tharr would prove d e s i r a b l e .  

M r .  Joyce s u g g e s t e d  t h a t  a way o u t  of t h e  d i f f i c u l t y  might  be t o  
s a y ,  " . . . cnde r  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  
make 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  pu rposes  of t h i s  d e c i s i o n . .  . ." 

Mr. Erb  however c o n ~ i d e r e d  M r .  J o y c e ' s  lat iguage tc; d e f i n e  t o o  l o o s e  
a r e l a t i o n s h i p .  His aim was t o  e n s u r e  t h a t  i f  t h e r e  were a bo r rowing  
agreement  j n  which the  a s s o c i a t e d  member had  t h e  same r i g h t s  as  t h e  
p a r t i c i p a n t ,  j t  s h o u l d  a l s o  have  t h e  same o b l i g a t i o i s .  T t  would  be v e r y  
c o m p l i c a t e d  i f  t :>e  r i g h t s  a n d  o b l i g a t i o n s  o f  t h e  a s s o c i a t e d  meoiber 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 no t  p r e c l u d e  
o t h e r  arrangement:;  t h a t  wouLd have d i f f e r e n t  degrees  of r i g t i t s  a n d  o b l i -  
g a t i o n s  w h i l e  r ema in 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  o f  t h e  a s s o c i a t e d  
members t o  be c1osel.y a f f i l i a t e d  w i t h  t h e  GAB,  and i t  wou1.d s t i l l  p e r m i t  
l e n d i n g  a r r a n g e m e n t s  of  o t h e r  t y p e s  t o  he n e g o t i a t e d .  
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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  paragraph 2.1.Ca) s h o u i d  
r e a d :  
i n s t i t a t i o n  of a member t h a t  is n o t  a p a r t i c i p a n t ,  under  which t h e  m e m b e r -  
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  io t h e  Fund t o  t h e  
same p u r p o s e s  a s ,  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  
u n d e r  t h i s  D e c i s i o n ,  may, w i t h  t h e  c o n c u r r e n c e  of a l l  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 t o  make c a l l s  on  p a r t i c i p a n t s  i n  a c c o r d a n c e  w i t h  paragraphs  6 
a n d  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  m.enber, o r  t o  make r e q u e s t s  under 
p a r a g r a p h  : l l ( e )  i n  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 l a i m  under  
t h e  bor rowing  a g r e e m e n t ,  o r  b o t h ,  as i f  t h e y  were c a l l s  f o r  r e q u e s t s  i n  
r e s p e c t  of a p a r t i c i p a n t  .” 

“ A  b o r r a w i n g  a g r e e m e n t  be tween t h e  Fund and a member or  an aff:cial. 

IYr. E r b  t h e n  a s k e d  e i t h e r  t h a t  p a r a g r a p h  2 2  s h o u l d  be 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 l a t c d  Borrowing Arrangements  .I‘ P a r a g r a p h  23 would oe t h e  t e x t  
j u s t  a g r e e d  upon f o r  p a r a g r a p h  2 l ( a ) ,  t o g e t h e r  w i t h  aE a d d i t i o n  s t a 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 a n g e m e n 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  Depar tment  commented t h a t  t h e r e  w o u l d  
c e r t a i n l y  be no d i f f i c u l t y  i n  p u t t i n g  in a s e p a r a t e  p a r a g r a p h  23 o n  
a s s o c i a t e d  borowing a r r a n g e m e n t s .  However, he w a s  no t  c e r t a i n  thac a n y  
b e n e f i t  was t o  be g a i n e d  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 h a t  t h e  Fund 
c o u l d  e n t e r  i n t o  o t h e r  bor rowing  a r r a n g e n e n t s ,  on t h e  g r o u n d s  t h a t  t h e  
p o i n t  w a s  s e l f - e v i d e n t .  It seemed e q u a l l y  s e l f - e v i d e n t  t h a t  t h e  o t h e r  
bor rowing  a r r a n g e m e n t s  would not  b e  subsumed u n d e r  t h e  G e n e r a l  Arrangements  
t o  Borrow. The p o i n t  m i g h t  b e s t  be  made i n  t h e  commentary. 

I t  was agreed  t h a t  p a r a g r a p h  2 1 ( a )  s’rould be renumbered p a r a g r a p h  23(a )  
a n d  headed “ A s s o c i a t e d  Borrowing Arr3ngements .”  

The Chairman, howelrer, remarked t h a t  Mr. E r b  was r e f e r r i n g  t o  a sub-  
c a t e g o r y  which would i n  a s e n s e  be a n  a r r a n g e m e n t  b e t w e n  t h e  Fund and  
t h e  l e n d e 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 ,  bu t  not as  c l o s e l y  
as t h e  a r rangement  ment ioned i n  w h a t  had become m a i n  p a r a g r a p h  2 3 .  

Mr. d e  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  c o u l d  read:  “ I n  a s s o c i a -  
tion w i t h  t h e  CAR,  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 .“  

Mr. Prnwse c o n s i d e r e d  t h a t  t h e  p u r p o s e  of a c v  a d d i t i o n a l  t e x t  would 
be t o  e s t a b i i s h  t h a t  members of t h e  GAR and  a s s o c i a t e d  membe:s might  nalte 
o t h e r  t y p e s  o f  a r rangement  w i t h  t h e  Fund.  Second,  n o n p a r t i c i p d n t s  rnil:ht 
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  G‘iZ+ 
He d i d  not  q i l i t e  u n d e r s r a n d  what t h e  plirpose of r e f e r r i n g  t o  t h e  second  
c a c e g o r y  was u n l e s s  the  p a r a g r h p h  went oti t o  d e f i n e  t h e  i m p l i c a t i o n s  of 
s uch a n  a r rangement  . 

M r .  E r h  e x p l a i n e d  t h a t  Fn h i s  m i n d  t h e  purpose  WAS t o  s t a t e  e x p l i c ~ . t L y  
t h a t  t h e r e  were other possible t y p e s  of  associated l e n d i n g  a r r a n g e m e n t s  
t h a t  c o i ~ l d  be a c t i v a t e d  in a s s o c i a ~ i o n  w i t h  t h e  G A % .  The n a t u r e  of t h e  
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assucia~ed a r r a n g e n e n t s  COL ,I r u n  t h e  f u i l  s p e c ~ r u m  from a counrry 'S 
napina, on BZ ad  hoc basis t h a t  i t  w ~ * * ' ' d  l i k e  t o  lend i n  a s s o c i a t i c n  wit!) 
the GAB, Ca a n  Rrtangemenr that requi red  no c c i a t l a n s h i p  a t  a t 1  b e t w e e n  
&he l e n d e r  and p k r t i c i p e n t s  In the  GAR. The r e l a c f o r i s h i p  might be only 
between the a s s o c i a t e d  m e m b e r  a n d  t h e  Fund. O r ,  i t  m i g h t  be that  a t  t h e  
t i m e  of the a c t i v a t i o n  of t he  G!d the lender  i n  q u e s t i o n  would be part  
of t h e  c o n s u l t a L i o n  process with the GAR p a r t i c i p a n t s  l e n d i n g  a i  t haL  
L i m e .  There were i n  f zc t  many d i f f e r e n t  p o s s i b i l i t i e s .  

Mr. Birna ta l l ah  wondered whe the r  M r .  Erb's p r o p o s a l  would n u t  be 
mare e a s i l y  expressed i f  t h e  p a r a g r a p h  he had i n  mind s t a r t e d  by a 
r2ference t o  a member w i s h i n g  t o  Lend t o  t h e  Fund, rather t h a n  by a 
r e f e r e n c e  t o  t h e  Fund, 

Mr. Prowse remarked t h a t ,  a s  he u n d e r s t o o d  i t ,  a c o u n t r y  couLd become 
a n  associated member f o r  t h e  p u r p o s e  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  have  t h e  same o b l t g a t i o i x ,  r i g h t s  and respon- 
s i h i i f t i e s  as i f  i t  were an  a s s o c i a t e d  'member of t h e  GAB. In o t h e r  w o r d s ,  
the c o u n t r y  would Lend on t h e  same tenns and f o r  t h e  same pt t rposes  as  

> would be s e r v e d  by an  a c t i v a t i o n  oE t h e  GAR. Bu t ,  whether c h a t  c o u n t r y  
had a n y  r i g h t s  Elowing f rom t h a t  l o a n  would depend on 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 h  e x p l a i n e d  t h a t  what  h e  had had i n  mind c . ~ ! ~  t h a t  the lending 
by a given member would p e r h a p s  i n v o l v e  a n  ag reemen t  between t h e  p a r t i c i -  
p a n t s  i n  t h e  GAB and the o u t s i d e  member t h a t  wished  t o  p a r t i c i p a t e  a t  a 
c e r t a i n  moment, the p a r t i c i p a t i o n  p e r h a p s  t a k i n g  t h e  form o n l y  o f  c o n s u l -  
t a t i o n .  The re  m i g h 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  w i t h  t h e  GAB o n i y  when  t h e  GAB w a s  activated € o r  nonpar -  
t i c i p a n t s ;  and  ag reemen t  m i g h t  be a r r a n g e d  b e t w e e n  the p a r t i c i p a n t s  i n  
t h e  GAR and 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 .  
His o n l 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 t o  i n d i c a t e  t h a t  
t h e r e  were o t h e r  p o s s i b i l i t i e s .  

Pa rag raph  22 - ( c  ) 

Mr. Tvedt  s a i d  t h a t  he  wel-corned t h e  l anguage  i n  p a r a g r a p h  2 L ( r , ) ,  
unde r  which t h e  Managing 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  for  making 
c a l l s .  However, t h e  Fund c o u l d  not bor row a nonmember's c u r r e n c y ,  and 
t h e  word ing  of t h e  ? reamble  had been changed from " l end  t h e i r  currency" 
t u  "make loans." he  t h e r e f o r e  wondered why i n  p a r a g r a p h  2 t h e  language 
s t i l l  r e a d  " 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  of t h e  L e g a l  Depar tment  e x p l a i n e d  t h a t  p a r a g r a p h  2 
r e f e r r ed  t o  t h e  c o u n t r i e s  se t  Eorrh i n  t h e  hnex- -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 he re  was no need t o  change the  language.  

I t  was a g r e e d  t o  l e a v e  p a r a g r a p h  2 unchanged.  

'he Treasilrer remarked t h a t  pa rag rap l i  2 r e f e r r e d  onLy  to menibers; 
i t  d i d  n o t  r e f e r  t o  t h e  N a t i o n a l  Dank o f  S w i t z e r l a n d .  Consequen t ly  
"ier id  its currency" was s a t i s f a c t o r y .  
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Nr. Prowse commented t h a t  i n  p a r a g r a p h  2 1 ( c )  on  page 14 of Sf.i /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  Managing D i r e c t o r  might  i n i t i a t e  the 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 o 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  ...." Although 
t h e  l a n g u a g e  had long  been  a c c e p t e d ,  h e  wondered whe the r  i n  f a c t  t h e  t e rm 
"and e x p e c t e d "  meant t 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 rocedure  
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  GAB, 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  Depar tment  e x p l a i n e d  t h a t  t h e  purpose  was 
co 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 r 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  o r  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 .  

Mr. Joyce  commented t h a t  he  had u n d e r s t o o d  t h a t  t h e  l anguage  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  as 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  migh t  however be cases when, i n  a d d i t i o n  
t o  a c t u a l  r eques t s - -wh ich  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--  
there .  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 ,  w o u l d  add up t o  a t o t a l  t h a t  i n d i c a t e d  
a n  inadequacy  of r e s o u r c e s .  

Mr. Prowse obse rved  t h a t  a c t u a l  r e q u e s t s  migh t  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  m i g h t  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  GAB i n  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 1 ( 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  
unde r  p a r a g r a p h  2 1 ( b ) .  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 ,  
he had t o  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 w s t  bu t  a l s o  of a n y  o t h e r  r e q u e s t  Lor 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  L e g a l  D e p a r t m e n t  s t a t e d  tl..?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  b e  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 .  
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 r  cou ld  
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 .  On t h a t  b a s i s ,  t h e  l anguage  of p a r a g r a p h  2 l ( c )  was cor r t , : t .  
Wfiat was sequi rec i  was a d e t e r m i n a t i o n  of i nadequacy  Eirst b y  t h e  Managing 
D i r e c t o r  arid t h e n  by t h e  p a r t i c i p a n t s ,  and  t h a t  i nadequacy  had t o  he 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  t h e  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  w o u l d  i n  
f a c t  t a k e  i n t o  a c c o u n t  the whole ensemble  of r e q u e s t s ,  whe the r  a c t u a l  o r  
e x p e c t e d .  " h e  l anguage  d i d  n o t  mean tha t .  t h e r e  had i n  € a c t  t o  be ac tua l .  
r e q u e s t s .  Tha 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 h e  had unde r s tood  i t .  

Mr. Prowse s a i d  t h a t  i f  t h a t  i r n d e r s t a n d l n g  were 1-ecorded, he cou ld  
accept  t h e  l anguage  as i t  s t o o d ,  



EBM/83/2 i j  - 2 / 3 / 8 3  - 12 - 

It was a g r e e d  t o  renumber p a r a g r a o h s  2 1 ( b )  a n d  2 l ( c )  i n  c o n s e q u e n c e  
of p a r a g r a p h  2L(a)  h a v i n g  become p a r a g r a p h  23(a). 

D r a f t  p a r a g r a p h  2 3 ( b )  

M r .  Yr'3 t h e n  proposed  t h a t  a d r a f t  p a r a g r a p h  2 3 ( b )  sho l i ld  r e a d :  
"Othe r  Forms of 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  
of a member Lending 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 ,  
a r e  p o s s i b l e .  " 

The Director  of t h e  L e g a l  
i n t e n t i o n  was t h a t  i t  would be 
a s s o c i a t i o n  u n d e r  t h e  d e c i s i o n  
l e n d e r s ,  t h e  p o i n t  was a l r e a d y  
had a d f f f e r e n t  p o i n t  i n  mind ,  
d e t a i l .  

Department commented t h a t  i f  Mr. E r b ' s  
p o s s i b l e  t o  e s t a b l i s h  some k i n d  of a n  
be tween t h e  p a r t  i c i p a n r s  and o t h e r  a s s o c j  3t2 
c o v e r e d  i n  p a r a g r a p h  2 3 ( a ) .  I E  Mr, Erb  
i t  would need t o  be s p e i l e d  o u t  i n  more 

The Chairman remarked t h a t  he u n d e r s t o o d  N r .  E r b  t o  be t r y i n g  , to  
d e s c r i b e  a n  a r r angemen t  t h a t  would n o t  be so c l o s e l y  d e f i n e d  as t h e  
ag reemen t  i n  parc;graph 2 3 ( a i ;  w h a t  i t  would do would be t o  open  u p  a v e n u e s  
of 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. de  Eiaulde 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  
p u r p o s e  by r eword ing  p a r a g r a p h  23 (a )  t o  r e a d :  "Borrowing a g r e e m e n t s  nay 
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 ,  unde r  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  make l o a n s  t o  t h e  Fund f a r  t h e  p u r p o s e s  
of t h i s  d e c i s i o n .  Such b o r r o w i n g  a g r e e m e n t s ,  made o n  terms comparab le  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 i m s e l f  d i d  n o t  l i k e  Mr. E r b ' s  v e r s i o n  Secricse 
o f  a n  o b j e c t i o n  t o  e n d i n g  a . l ega 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. E r b  commented t h a t  t h e r e  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 fo rward  by t h e  U i r e c t o r  of the  L e g a l  Depar tment  t o  
t h e  e f 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  c o m p l e t e l y  o u t s i d e  
the  G e n e r a l  Arrangements  t o  Borrow. He had no o b j e c t i o n  t o  m e n t i o n i n g  
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  
h i m  was t h a t  i n  d r a f t  p a r a g r a p h  23  t he re  was a p a s s a g e  t h a t  r e a d ,  " u n d e r  
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  make Loans t o  
the Fund f o r  t h e  same purpose  a s  and on t e r m s  comparable  t o  t h o s e  made 
by p a r t i c i p a n t s  unde r  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  m i g h t  be a n  i n t e r m e d i a t e  a r r a n g e m e n t  by w h i c h  a n  a s s o c i a t e d  mdmber 
c s u l d  a s s o c i a t e  w i t h  p a r t i c i p a n t s  i n  t h e  General Arrangements t o  Borrow 
bu: n o t  go  b o  f a r  a s  t o  have  l d e n t i c a l  t e r m s .  T h e  a r r angemen t  migh t  
s i m p l y  be t o  p a r t i c i p a t e  i n  m e e t i n g s  of  the General Arrangements  t o  
Rorrow, o r  t o  consuLt  w i t h  p a r t i c i p a n t s ,  o r  to a s s o c i a t e  w i t h  them € o r  
Lending t o  n o n p a r t i c i p a n t s ,  a n y  of which couLd be n e g o t j a t e d  w i t h  che 
p a r t i c i p a n t s  i n  t h e  G A R .  

The D i r e c t o r  of the L e g a l  Depar tment  o b s e r v e d  t h a t  w h i l e  i t  would 
h e  si;-ipLe t o  w r i t e  Language a r r a n g i n g  For a s s o c i a t e  members t o  a r r a n g e  
t o  c o n 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 rnF7r t an t  t o  know whe the r  Mr. E r b  



- 1 3  - 

concernpla ted  t h a t  unde r  t h o s e  a r r a n g e m e n t s  i t  would be p o s s i b  Le t o  pr cividc 
f o r  one  of t he  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  Lender t h a t  
was s p e c i f i e d  i n  c i r a f t  p a r a g r a p h  23(a). I f  t h a t  was Wr. 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 LO l e a v e  t h e  t e x t  of  d r a f t  Fa:agraph ?.3(a) 
as i s t o o d ,  and  t o  add  a s e p a r a t e  s e n t e r - c e  t h a t  i t  would be p o s s i b L e  P O  

have  some o t h e r  t y p e  of a bor rowing  a r r a n g e m e n t  i n v o l v i n g  a d i f f e r e n t  
type of a s s o c i a t i o n .  

The Chairman proposed  t h a t  X r .  E r b ' 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 :  " O t h e r  forms  of a s s o c i a t i o n  w i t h  t h e  
G e n e r a l  Arrangements  t o  Borrow can 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  consequences  ment ioned  i n  p a r a g r a p h  23(a) above. " 

M r .  E r h  a c c e p t e d  t h e  Cha i rman ' s  p r o p o s a l .  

Elr. Ansan commented 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  s a y  t h a t  t h l  
Fund c o u l d  borrow from a n y  s'3urce i t  wi shed ;  a l l  t h e  l anguage  he had 
h e a r d  s o  f a r  seemed t o  be i m p l y i n g  some s o r t  o f  r e s t r i c t i o n  on t h e  Fl.ind's 
r.;ght t o  do s o -  Prom a p r a c . t i c a 1  p o i n t  of  v i e w ,  i t  was e s s e n t i e l  t o  
. : G '  L , o ~ d e  qc>rds "wi th  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 . "  One way o f  
m e e t i n g  M r .  E r b ' s  p o i n t  might  be t o  say: "Noth ing  i n  t h e  d e c i s i o n  s h o u i d  
p r e c l u d e  t h e  Fund, 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 s n t s ,  f rom e n t e r i n g  
i n t o  o t h e r  forms  of a s s c c i a t i o n . "  

A f t e r  f u r t h e r  d i s c u s s i c n  i t  was 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 )  Noth ing  i n  this 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 f rom 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 h d i n g  a n  agreement  
i .nvolving an  a s s o c i a t i o n  be tween the Fund, t h e  .Lender and  p a r t i c i p a n t s ,  
t h a t  does  n o t  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  t o  i n  paragraph. 3 3 ( 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  prepare 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  ZCr(S), 
a g r e e d  t o  d u r i n g  t h e  p r e s e n t  mee t ing  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 OUOTA 

Mr. Salehkhou made the fo.Llowing s t a t e m e n t :  

1 have  been i n s t r u c t e d  by my Governor of t h e  F!;nd f o r  Xrai: 
t o  r e q u e s t  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  Boqrd of  the 
use--fsr  t h e  p u r p o s e  of  d e t e r m i n i n g  t h e  s!.ze O F  q u o t a  t o  be madc 
a v a i l a b l e  i~ t h e  E i g h t h  G e n e r a l  F.eview--of quot.? ..;.ize t h a t  h a d  
been a v a i l a b l e  t o  t h e  I s l a m i c  R e p u b l i c  o f  I r an  untier t h ( !  Seven th  
Genera.t Review. In tile e x a m i n a t i o n  o f  t h i s  i e q u e s t ,  t h e  E x e c u t i v e  
D i r e c t o r s  may wish t o  t a k e  i n t . 2  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  
t o  the. i n c r e a s e  u n d e r  t h e  S e v e n t h  R.eview c o i n c i d e d  w i t h  p o s 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 g n i E i e d  probab1.y t h e  lh.)st c r i t  i .cal  
p e r i o d  i n  I r a n ' s  modern h i s t o r y .  

A number of e x t r a o r d i n a r y  d e v e l o p m e n t s ,  Large ly  beyond t h e  
c o n t r o l  of t h e  I r a n i a n  a i i t h o r i r i e s ,  made :he c o n s e n t  t o  t h e  
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proposed  i n c r e a s e  u n d e r  t h e  S e v e n t h  P k v i e t i  v i r t u a l l y  Fmpossib.Le 
i n  p r a c t i c a l  terms. The e v e n t f u l  p e r i o d  WES c h a r a c t e r i z e d  by 
s e v e r a l  a d v c 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 n 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 ,  aLL of which n e g a t i v e l y  a f f e 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  deve lopmen t  of d e e p  a p p r e h e n s i o n  
among t h e  p e o p l e  a n d  t h e  o f f i c i a l s  w i t h  r e g a r d  t ,  some a s p e c t s  
of t h e  e x t e r n a l  w o r l d ,  which  was a d n i t t e d l y  p e r c e i v e d  a s  a n t a -  
g o n i s t  i c  under  t h e  t h e n - p r e v a i l i n g  c i r c u m s t a n c e s ,  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  all t h e  more d i f f i c u l t  f o r  t h e  
n e w  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  a s  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 5  a no rma l  a n d  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 no ted  t h a t  owing t o  t h e i r  L , 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 i 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  increases 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 se 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  mu tua l  u n d e r s t a n d i n g .  

C i r c u m s t a n c e s  have  g r e a t l y  changed ,  and t h e  p o l i t i c a l  
envi ronment  i n  I r a n  is p r o g r e s s i v e l y  b e i n g  n o r m a l i z e d .  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 r e  now p r e p a r e d  t o  a s s o c i a t e  on 
a new, f a i r ,  a n d  j u s t  b a s i s  w l t h  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  her po ten -  
t i a l  a n d  i n  a c c o r d a n c e  w i t h  h e r  i n d e p e n d e n c e ,  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  close 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  e n d e a v o r  fc r  r a p i d  deve lopment .  
The Islamic R e p u b l i c ' s  economic s i t u a t i o n  h a s  a l s o  g r e a t l y  
improved as  a r e s u l t  of s e v e r e  a u s t e r i t y  me--uLes t h a t  have  
e n a b i e d  h e r  t o  strengthen h e r  e x t e r n a l  payments  and  reserve 
p o s i t i o n s  d e s p i t e  t h e  heavy  bilrden o f  c e r t a i n  c o n d i t l o n s  
p r e v a i l i n g  i n  the  a r e a  and  w i t h o u t  r e c o u r s e  t o  any  f o r e i g n  
borrowings.  A t  t h e  same t i m e ,  oik Groduc t ion  and  exports--  
t h e  mnjor  t r a d i t i o n a l  s o u r c e  of t h e  count r ry ' 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  have s e t t L e d  a t  n l e v e 1  t h a t  
h a s  r e s u l t e d  i n  Iran's emerging  a s  the  s e c o n d - l a r g e s t  O r E C  o i l  
p r o d u c e r  . 

E x e c u t i v e  D i r e c t o r s  may also t a k e  i a t o  a c c o u n t  t ha t  I r a n  
has  t rad ic ioni3 . iLy  been  a l a r g e  c o n t . r i b u t o r  to F\inci r s s o u r c e s  .-lnJ 
has  s t r o n g l y  s u p p o r t e d  t h e i r  c o n t i n u e d  e x p a n s i o n  tc, enable  t h e  
Fund t o  p l a y  a more a c t i v e  r o l e  i n  t h e  i n t e r n a t i o n a l  f i n a n c i a l  
s y s t e m .  P i o n e e r i n g ,  and 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  t 'ariliiry 
i s  a n  example of  I r a n ' s  c.ooperat:on w i t h  c h i !  Fund. The I r a n i a n  
.11utho 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 t t i t u d e  t o r a r d  c o o p e r a t i n g  
w i t h  t h e  Fund .  Despi te  a l l  the economic  h a r d s h i p s  t h e  c o u n t r y  
has  : jclf€et+d i n  recent yea r s ,  she has rel.i.ed e n t i r e l y  on  her  own 
e f f o r c s - - a t  t h e  c o s t  o f  g r e a t  s a c r i f i . c e s - - t h u s  a v o i d i n g  r e c o u r s e  
to IMF arid o t h e r  i n t e r n a ; i o n a l  r e s o u r c e s .  The present  r e q u e s t  
s :?oulr l  t . i w r e f o r e  be, \ :onside;er i  i n  t h e  l . L g i . \ L  of such  c o n s i . d e r a c i o n s .  
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I r a n ' s  share i n  t h e  p r e s e n t  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  of h e r  s h a r e  i n  ca1 . cu la t ed  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  Line. ?,ny rnetjod of d i s t r i b u c i o n  o f  
t h e  overa: t l  i n c r e a s e  u n d e r  the E i g h t h  General Review w i . t l  o n l y  
m a r g i n a l l y  a€€ec t :  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 f a r  from r e € l e c t i n g  t h e  s i z e  of Iran's economy o r  
her: p o t e n t i a l  f o r  c o o p e r a t i o n  with t h e  Fund and €or p a r t i c i p a t i o n  
i n  Fund quota  i n c r e a s e s .  

I n  t h e  p a s t ,  t h e  E x e c u t i v e  Board, by a c c e p t i n g  a number of 
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  sympathy t o  t h e  
Islamic Republ ic  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  except ionai  
d i f  F i c u l t i e s  t h a t  s h e  was u n d e r g o i n g ,  F u r t h e r ,  by D e c i s i o n  
No. 6747-(81/82) ,  adopted February 13 ,  1981,  t h e  Board a g r e e d  
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 pr0posa.l t o  &ne 
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  up  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 €  I r a n  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." 

In t h e  l i g h t  o €  t h e  a f o r e m e n t i o n e d ,  1 wou.td be g r a t e f u l  t o  
t h e  Board if i t  would ,  i n  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 an 
i n c r e a s s  in 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 
'DR 1 , 0 7 5  m i l l i o n ,  t h e  axounr. a v a i l a b l e  i n  t h e  Seven th  Review, 
which ,  by a p p l y i n g  t h e  o v e r a i l  methods of  computa t io i , ,  would 
g i v e  i n c r e a s e s  i n  t h e  E i g h t h  Review a s  shown i n  Attachment  I V .  

M r ,  Erb ,  w h i l e  t h a n k i n g  Mr. Salehkhou f o r  h i s  e f f o r t s  i n  e x p l a i n i n g  
t h e  problem f a c i n g  t h e  Governcen t  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 ocn- 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  f o r  
a c h i e v i n g  t h e  o b j e c t i v e  ti-at Err. 3a lehkhou had i n  mind. The approach  
s u g g e s t e d  by Mr. Salehkhou had a n*,mber o €  d i s a d v a n t a g e s ,  ma in 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,?e E i g h t h  Genera l  Review of 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  o n  t h e  E i g h t h  G e n e r a l  
Keview. It  had comple t ed  t h o s e  d i s c u s s i o n s  and had  s u b m i t r e d  a r e p o r t  to 
members of t h e  I n t e r i m  Committee d e s c r i b i n g  t h e  o p t i o n s  t h a t  t h e  Board 
had cons i .dered  r e g a r d i n g  i t s  approach  to  the  E i g h t h  General Review. One 
o f  t h e  most i m p o r t a n t  el.zments o f  t h a t  approach  t i as  t h e  d e s i r e  o €  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  un.iformLy a sing.Le w 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  J €  Mr. S a L e h k ~ h o u ' s  p r o p o s a l  
Gas 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 n e n t  t h a t  would not  b e  
s h a r e d  by o t h e r  members t h a t  migh t  i n  t h e  p a s t  h a v e  € a i l e d  L O  t a k e  u p  a 
q u o t a  i n c r e a s e  f o r  s i m i l a r  reijsons. T h e  q u e s t i o n  o& the 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  if t h e  approach  were a p p l i e d  t o  one c o u n t r y  
and no t  to  anoche r .  

I n  t h e  c i . rcurnscances,  Mr. E r b  went  o n ,  ic w o u l d  be be t . ce r  t o  ask 
M r - .  SaLehkhou t o  e x p l o r e  o t h e r  possFb.Le ways 0 7  a c h i e v i n g  ? & i s  s b j e c t i v e .  
His r e q u e s t  c o u l d  p e r h a p s  be d e a l t  w i t h  i n  t h e  same way a s  s p e c i a l  q u o t a  
i.ncrenses had . . - e n  hand led  i n  t h e  pas t .  
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?fr. .Joyce s a i d  t h a t  he t o o  was g r a t e f u l  t o  Nr. Salehkhou f o r  h i s  
p a p e r  and t h a t  he had some sympathy w i t h  him i n  t h e  d i f f i c u l t y  t h a t  h e  
was f a c i n g .  However, l i k e  Mr. E r b ,  h e  found t h e  t i m i n g  oE the r e q u e s t  
r a t h e r  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 the E x e c u t i v e  Board i n  t h e  p r e s e n t  m e e t i n g ,  i t  would r e q u i r e  R 

camber  of c h a n g e s  i n  t h e  material  t h a t  had been  sen 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  f o r t h c o m i n g  m e e t i n g  of t h e  I n t e r i m  Committee.  
H 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  
the E x 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  Commit tee  m e e t i n g ,  a l b e i t  f o r  good 
r e a s o n ,  Ministers and Governors would have n o t  o n l y  t o  make a judgment 
o n  the r 1 r c i c u l a . r  r e q u e s t  b u t  a l s o  t o  c o n s i d e r  the c o n s e q u e n t i a l  e f f e c t s  
o n  t h e  , x o t a  p o s i t i o n s  of t h e i r  own and o t h e r  c o u n t r i e s .  

H i s  own p re€e rence ,  M r .  Joy:i= went o n ,  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  a c c o u n t  of t h e  i m p l i c a t i o n s  of  
t h e  p r o p o s a l  and t h e  v a r i o u s  ways i n  which i t  might  be  h a n d l e d ,  C i l  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  up f a i r l y  u r g e n t l y  
a€ t e r  t h e  m e e t i n g  of t h e  I n t e r i m  Committee.  

M-c. M a l h o t r a  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  
kfr. S a l e h k h o u ' s  r e q u e s t .  H e  c o u l d  a g r e e  t h a t  t h e r e  had been 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 d e s i r e  of t h e  
Government of Iran t o  r e c a p t u r e  i t s  v o t i n s  power and I t s  q u o t a  was c l e a r l y  
L e g i t i m a t e .  The S e v e n t h  G e n e r a l  Review of Quo tas  had n o t  y e t  been over- 
t a k e n  by t h e  E i g h t h  Review. It would t h e r e f o r e  be p o s s i b l e  to  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  
t ha t  M r  . Salehkhou had  d e s c r i b e d .  

As he  u n d e r s t o o d  Nr. E r b  and M r .  J o y c e ,  M r ,  M a l h o t r a  went on ,  w h i l e  
t h e y  b o t h  sympath ized  w i t h  Mr, S a l e h k h o u ,  t h e y  a p p e a r e d  t o  f e a r  t h a t  t h e  
number of changes i n v o l v e d  i n  t h e  r e p o r t  EO t h e  I n t e r i m  Commit tee  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  n o t  a t  all c lea r  t h a t  
t h e  work i n v o l v e d  would be d i f f i c u l t .  The s t a E f  was a b l e  t o  make a l t e r -  
n a t t v e  quota c a l c u l a c i o n s  r a p i d l y ,  a n d  h e  would have t h o u g h t  che e f f o r t  
wor th  making. I n  any e v e n t ,  i t  o u g h t  not t o  be beyond t h e  i n g e n u i t y  of  
t h e  s t a f F  a n d  t h e  E x e c u t i v e  Board t o  f i n d  a way oE t a k i n g  i n t o  a c c o u n t  
t h e  unique c i r c u m s t a n c e s  o f  I r a n .  

M r .  Wang commented t h a t ,  t a k i n g  i n t o  a c c o u n t  t h e  s p e c i a l  C i r c u m s t a n c e s ,  
t h e  E x e c u t i v e  B ~ . . r d  s h o u l d  g f 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  reques t :  
b y  t h e  I r a n i a n  a u t h o r i t i e s .  

Yr, Kafka s a i d  t h a t  he  tC)o s y m p a t h i z e d  w i t h  Mr. Sa lehkhou a n d ,  Like 
:4rm Wang, hoped t h a t  a way c o u l d  be found t o  meet h i s  r e q u e s t  w i t h o u t  
u p s e t t i n g  t h e  progress  o f  the E i g h t h  General Review of C)uot;as. 

Mr. I.askc r e m a r k e d  t h a t  he t o o  h i d  g r e a t  s : J m p a t h y  f a r  Mr. S a L e h k h o u  
I:? t h e  problems t h a t  he was f a c i n g  and f o r  t h e  a u t h o r i t i e s  o f  h i s  c a u n t r y  
i n  t h e  d i E f i c u l . t L e s  t h a t  t h e y  had been exposed  t o  a t  t h e  t l m e  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  Seven th  G e n e r a l  Review o f  Quotas .  tiowever, 
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. J o y c e  
i n  t r y i n g  t o  meet M r .  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  Committee t h a t  was e x p e c t e d  t o  make recommendat ions on  the 
E i g h t h  G e n e r a l  Review of Quotas .  H e  would t h e r e € 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 h e  s t a f f  c o u l d  show t h e  E x e c u t i v e  Board o t h e r  
ways of d e a l i n g  w i t h  t h e  r e q u e s t ,  so t h a t  i t  c o u l d  be t a k e n  up  as a 
m a t t e r  of  u rgency ,  once  Ministers and Goverao r s  had e x p r e s s e d  themse!.ves 
on c h e  r e p o r t  on t h e  E i g h t h  G e n e r a l  Review of  Quotas  a l r e a d y  s e n t  t o  
them by t h e  Execiit i v e  Board 

H r .  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 u  c o n s e n t  t o  i t s  i n c r e a s e  
i n  q u o t a s  u n d e r  the 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 lear  t h a t  t h e  e x t e n -  
s i o n  was f i n a l .  Not o n l y  had t h e  p e r i o d  f o r  c o n s e n t  to  i n c r e a s e s  i n  
quotas  u n d e i  Board oi 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  Seven th  
G e n e r a l  Review been  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  on March 1 6 ,  1981;  
b u t  t h e  E x e c u t i v e  Board had  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  q u o t a  increase by t h a t  d a t e ,  which a p p l i e d  t o  aLL members, i t  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 of  Governors  t h a t  i t  
approve  a r e q u e s t  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  LO t h e  amount 
a v a i l a b l e  under  t h e  same r e s o l u t i o n ,  i f  I r a n  made a r e q u e s t  € 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 ,  someth ing  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 f o r e  been c l o s e d  o f i  
a n d  work o n  the E i g h t h  Review s t a r t e d .  

It was of c o u r s e  q u i t e  t r u e ,  M r .  H i r ao  went on, t h a t  Iran's a c t u a l  
q u o t a  w a s  s e r i o u s l y  o u t  of  l i n e ;  i r s  q u o t a  s h a r e  was e q u i v a l e n t  f o  onLy 
a b o u t  one  ha l f  of  i ts c a l c u l a t e d  quota  s h a r e .  The re  were many r e a s o n s  
why a member's q u o t a  s h o u l d  be o u t  o €  l i n e ,  and one of t h e  main o b j e c t i v e s  
of the Eighth General Review o f  Quotas w a s  t o  r e d u c e  such d i s c r e p a n c i e s .  
H e  c o u l d  a l s o  a g r e e  w i t h  Mr. S a l e h k h o u  t h a t  members whose q u o t a s  were a s  
o u t  of l i n e  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 t i o n  w i t h  t h e  Fund. 
T f  I r a n ' s  p o s i t i o n  was to 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  as  large a s e l e c t i v e  element as p o s s i b l e .  However, 
w h a t e v e r  method w a s  used s t iou ld  be a p p l i e d  uniforml.y t o  aL1 member coun- 
t r i e s .  He t h e r e f o r e  s u p p o r t e d  Mr. E r b  i n  t h e  b e l i e f  t h a t  o t h e r  p o s s i b l e  
3pproaches  t o  e n a b l e  Mr. Sa lehkhou  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, Lovato  remarked  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. Sa lehkhou  on behalf of the I r a n i a n  a u t h o r i t i e s ,  a number of c o n f l i c t -  
i n g  c o n s i d e r a t i o n s  h a d  to be taken i n t o  a c c o u n t .  The s iCua t i . on  was 
r a t 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  itself on  pas t  practice, 
t h e  Fund wou.Ld have t o  c o n s i d e r  rhe  case on i t s  merits. Some f a c t o r s  
seemed t o  i n d i c a t e  a need f o r  cau t ion  an t h e  pa r t  of t h e  Fu,id. F i r s t ,  
e h e  request  w a s  be ing  made v e r y  l a t e  in t h e  d i scuss ions  f o r :  t h e  E i g h t h  
General  Review of  Quota?;, and many a u t h o r i t i e s  might  f i n d  t h a r  t h e y  h a d  
no t  h a d  s u f f i c . i e r i t  time t o  reach a reasonable  d e c i s i o n .  Secl3,nd, t he  
e f f e c t  of t h e  r e q u e s t  by Iran w o ~ t l d  n o t  be  t o  increase i t s  q u o t a  unde r  
t h e  Seven th  RevFew but  t o  ~ h t a i . n  f o r  che c o u n t r y  differential t rea tment  
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i n  respect 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 ,  (>;le p o i n t  on w h i c h  
t h e r e  had b e e n  d c lear  m a J o t i t y  of E x e c u t i v e  D i r e c t o r s  had h e e n  t h e  
d e s i r e  t h a t  the method c h o s e n  f o r  t h e  d i s t r i b u t i o n  of q u o t a s  u n d e r  che  
Ei ighth Review s h o u l d  be u n i f o r m  f o r  a l l  members. To grant  I r a n  she 
r e q u e s t e d  q u o t a  i n c r e a s e  a t  t h e  p r e s e n t  moment would be to  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 .  

O n  the o t h e r  h a n d ,  Mr. Lovato  went  o n ,  there  c o u l d  be no doubt  t h a t  
the  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  S e v e n t h  General. Review 
had c o f n c i d e d  w i t h  a rime of g r e a t  tu rmoiL i n  I r a n ,  and  i t  migh t  have  
b e e n  d i f f i c u l t  €or  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  a d v a n t a g e s  ar,d d i s a d -  
vs;ita&,a 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 also 
commendable 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  wished  t o  r e - e s t a b l i s h  a ~ i ~ ~ m l  
r e l a t i o n s h i p  w i t h  t h e  i n t e r n a t i o n a l  community, and he couLd u n d e r s t a n d  
t l a t  a r e q u e s t  f o r  a n  i n c r e a s e  i n  q u o t a  was a s i g n  of such an i n t e n t i o n .  
Xoreove r ,  t h e  Fund, which was d e v o t e d  t o  p romot ing  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  such  a request.  However, i t  
was i m p o r t a n t  t h a t  a d e c i s i o n  in f a v o r  of  I r a n  shouLd be s u p p o r t e d  by a 
widesp read  c o n s e n s u s ,  a n d  h e  was n o t  c e r t a i n  t h a t  i t  c o u l d  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 .  If a broad m a j o r i t y  o f  E x e c u t i v e  
B i r e c t o r s  was v i l 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  
m e e t i n g ,  h e  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  ment ioned  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 u l l y  
w i t h  t h e  Fund. 

Mr. Anson commented t h a t  h e  was c o n c e r n e d  abou t  t h e  way i n  w h i c h  t h e  
request  by the  I r a n i a n  a u t h o r i t i e s  would a f i e c t  t h e  work-o€ t h e  Knterim 
Comic tee .  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  effect 
t h a t  t h e  r e q u e s t  r e f l e c t e d  a d e s i r e  on t h e  part of t 5 e  1ran.ian a u t h o r i t i e s  
t o  p l a y  a more normal r o l e  i n  t h e  i n t e r n a t i o n a l  f i m n c i a l  community, a d  
t n  coo.perate  more f u l l y  w i t h  t h e  Fund .  N e v e r t h e l e s s ,  a t  t h e  present 
m o m e n t ,  t h e  best i n t e re s t s  of  t h e  Fund and i c s  m e m b e r s h i p ,  e n d  i n d e e d  oE 
t h e  i n t e r n a t i o n a l  monetary  s y s t e m ,  dictated t h a t  t h e  E x e c u t i v e  Board a n d  
the  1:rterirn Committee s h o u l d  r a p i d l y  c o n c l u d e  t h e  E i g h t h  Cencral  R e v i ~ w  
Q E  Quotas. .  I n  app r0ach in .g  t h a t  goal.,  ma.ny E s e c u t i v e  D i r e c t o r s  2 n d  many 
members of t h e  Fund had a l r e a d y  shown a w i l . . & i n g n e s s  To compromise .in 
o rder  t o  a c h i e v e  a u n i f o r m  system f o r  a p p r o a c h i n g  t h e  d i s t r i . b u t i o n  of 
C J I J O ~ ~ ~  under  t h e  E i g h t h  Genera.i Review.  I f  an  e x c e p t i o n  was proposed 
for a 8 i n . g . k  cclunrry,  t h e r e  was a danger  t h a t  the consen3us t h a t  had 
beer1 reached t i f t e i  such  lo rz~ ;  d e b a t e  wou.l.d no t  s u r v i v e .  Before a deci.si.or.i 
on ?lr. Salettkhou ' R  request: c o u l d  be t a k e n ,  most E x e c u t i v e  Dl rec tors  
w o t r I d  haire to  c o n s u l t  t h e i r  P l i . n i s t e r s ,  a n d  t l ir -r~:  h a r d l y  seemed time f o r  

to do 80 b e f o r e  the for thconif  rig 1 n r : e r i m  Committee me?ef:iriF;. 

Yr. Mina ta . l l ah  stated t h a t  i n  h i s  c a p a c i t y  a s  a i l  E x e c u t i v e  Director ,  
he trso wa6 gener:il Ly s y m p a e h e t i c  t o  Mr. S a l e h k h o u ' s  request .  However, 
1 . i k e  ?IT. ErS  and o c h e r  ~ p e ~ k e r s ~  h e  fe l t .  t h a t  Execut i . ve  D1recr:or.s; sholilrl 
h a v e  some c i n e  i o  wh:ich to  cons ide r  the case  o n  i t s  o w n  rnerltr;. T h e  
a d d i t i o n a l ,  time wouid be helpful, f i r s t ,  t o  v:triabLe E X ~ C I J ~  i v r  D i . r e L c t o r . f i  
t o  c o n s u t t  w i t h '  t h e i r  aui-.l.wr.ities and ,  ~ e ~ o n d ,  co erii3bI.e r h e  S t i i € E  t o  
p r e p a r e  a p a p e r  t h a t  woir.ld a s s i s t  Execut i v e  D L r c c t n t s  i .r i coming to R 

dec i . s i . un ,  
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Vr. Prowse n o t e d ,  f i r s t ,  thai :  Plr. Sa lehkhou  had a c t e d  r a p i d l y  i n  
t h e  mat ter  f a c i n g  t h e  E x e c u t i v e  R o l r d  s i n c e  h e  1 . 2 2  becomc an E x e c u t i v e  
Di rec tor ;  s e c o n d ,  t h a c  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  f rom an inc reasc  
i n  q u o t a  f o r  I r a n ;  arid t h i r d ,  t h a t  t h e r e  was a wide d i s c r e p a n c y  between 
I r a n ' 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 c  h a d  
been  d e c i c k d  a s  a m a t t e r  of p r i n c i p l e  s h o u l d  be r e c c i € i e d  as Ear  a s  
p o s s i b l e  i n  t h e  E i g h t h  G e n e r a l  Review of  Quotas .  Consequen t ly ,  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. Salehkhou. I n d e e d ,  h e  e x p e c t e d  t h a t  
8 ome o € h i s  ail t h o  r i t i  e s wou 1 d sup pa rt a r r a ng erne n t s t h a t  c ou 1 d a c c ommod a t e 
I r a n ;  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 been u n a b l e  t o  a s c e r t a i n  
t h e  v iews  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  hand ,  M r .  Prowse went o n ,  he d i d  not  s ee  c l e a r l y  t iow 
Mr. 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 
o f  t h e  I n t e r i m  Committee. He would  h e  g r a t e f u l  i f  t h e  s t a f f  c o u l d  out1 . ine  
a n y  l e g a l  f a c t o r s  t h a t  m i g h t  aflfect t h e  dec i s ion -mak ing  process.  H i s  own 
s u g g e s t i o n  would be t h a t  t h e  E x e c u t i v e  Board s h o u l d  t r y  t o  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' as seemed r easonab ly  pract i -  
c a b l e .  

M r .  J a a f a r  s t a t e d  t h a t  h l 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  r e q u e s t .  
He had n o t e d  in p a r t  € c u l a r  the  e x c e p t - i a n a l  c i r c u m s t a n c e s  f a c i n g  I ran  
t h r o u g h o u t  t he  p e r i o d  f o r  c o n s e n t  TO a n  i n c r e a s e  i n  q w t a s  under  t h e  
Seven th  G e n e r a l  Rev iew.  The c i r c u m s t a n c e s  had changed ,  a n d ,  w h i l e  i t  
was u n f o r t u n a t e  t h a t  Mr. S a l e h k h o u ' s  req i i es  t had come s o  l a t e ,  any r e f u s a l  
co g r a n t  the  r e q u e s t  would l e d d  t o  a h a r d e n i n g  of  t h e  d i s c r e p a n c y  between 
Iran'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  quota. I d e a l l y ,  h e  would h a v e  
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  t h e  Seven th  General Review 
beEore a n y  o t h e r  a c t i o n  was t a k e n .  However, i t  seemed t o  make Li t r le  
p rac t i ca l  d i f f 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. Salehkhoiu ' 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  
additional quota o f f e r e d  u n d e r  t h e  Seventh G e n e r a l  Review b e f o r e  b e i n g  
a l l o w e d  to use t h e  imputed f igu res  f o r  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 i d  n o t  c o n s i d e r  Ehe t i m i n g  of t h e  request i m p o r t a n t ;  t h e  i m p o r t a n t  
t h i n g  c i a  to  a c t  upon i t  s y m p a t h e t i c a l L y -  

Mt. de Y a u l d o  s a id  t h a t ,  L i k e  o r 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  
merits of t h e  case p u t  forward by !4r. Sa lehkhou .  However, like Mr. J o y c e ,  

Yr. L a s h ,  Fir, L o v a t o ,  a n d  Mr, h n s o n ,  tit: f o t i n r i  t h e  t i i r i ing r a t h e r  d i f f i c u l t .  
t n  t h e  c i r c u m s t a n c e s ,  che Fund shott1.d t r y  t o  meet M t .  Salehkhou's r e q m s i  
by using ics eFfi .c ient  normal. p r o c e d u r e s  f a t  t h e  pu rpose .  

Pfr, Po1ak commented t h x t  h e  w a s  p a r t i c u l a r l y  p l e a s e d  t o  learn  from 
Zz-. rialehkhou t h a t  t h e  I r a n i a n  au thorFt i . e . s  i n t e n d e d  t o  r e s u m e  t h e  c l o s e  
coope ra t ion  w i t h  t h e  Fuild t h a t  t h e y  had er i joyed  i n  t h e  p a s t .  Iran's 
ciirrerrt share of quotas was f a r  o u t  o f  l i n e  w i t h  i t s  c a l . c u l a t e d  qu: i ta ,  
b u t  I r a n  was not t h e  onl:y country i n  t h a t  p o s i - t i o n ,  nor t h e  o n l y  country 
f n  t h a t  p o s i t i o n  3 s  a r e s u l t  of n o t  accepting p a s t  quo ta  iric.renr;es o f f e r e d  
c o  L E .  MT. Saiehkhoil had r a i s e d  a number of in iporcant  i s s u e s ,  n o t  aI.1 
c s f  w h i c h  had  ye:: h e e ~  mentioned by  o t h e r s .  r3ne w a s  w h e t h e r  a country 

s':lotrid have un!.i.mf?ed t i m e  i n  w h f c k i  t o  a c c e p t  i3. q u o t a  i n c r e i l s c ?  t h a t  had 



been  o f f e r e d  t o  i t .  Anothcr  was 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  
more 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  Genera 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  
o p e r a t e  on t h e  b a s i s  a €  a s i n g l e  €ormula  based  on some c o m b i n a t i o n  of 
c a l c i ~ l a t e d  q u o t a  s h a r e s  a n d  a c r u a l  q u o t a  s h a r e s ,  o r  w h e t h e r  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  be  e n t i t l e d  t o  t a k e  u p  
q u o t a  i n c r e a s e s  o f f e r e d  t o  them i n  t h e  p a s t  t h a t  t h e y  had  n o t  a c c e p t e d .  
T h i r d ,  i f ,  a f t e r  m a t u r e  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  a d o p t e d  t h e  
l a t t e r  a p p r o a c h ,  i t  would be l rnpor t an t  t o  know how many o t h e r  c o u n t r i e s  
wou ld  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 rea tment  
would mean f o r  t h e  q u o t a  exe rc i se  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  ment ioned  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. H e  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  Commit tee  s h o u l d  be d l o w e d  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  up Mr. 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 .  

Mr. 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  f o r w a r d  by 
Mr. Sa lehkhou .  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 ran 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  of 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 s h o u l d  be d u l y  c o n s i d e r e d .  Moreover ,  t h e r e  
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  o f  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 
prclposaf t o  e x p l o r e  p o s s i b l e  ways and means o f  - meet ing  Mr. S a l e h k h o u ' s  
r e q u e s t  . 

!4r. Tvedt  commented t h a t  h e  assumed t h a t  t h e r e  was no legal o b j e c t i o n  
to a 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 .  i n c r e a s e  i n  q u o t a  l i k e  t h a t  r e q u e s t 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  t a k e  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  quota r e v i e w s .  The s i t u a t i D 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  
a c c e p t a n c e  u n d e r  t h e  S e v e n t h  General Review 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 Elr. Sa lehkhou  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  a g r e e d  t o  c o n s i d e r  a r e q u e s t  f o r  an 
i . nc rcase  i n  t h e  q u o t a  of Iran w i t h  sympathy;  however ,  t h e  t i m i n g  of t h e  
present r e q u e s t  was r a t h e r  awkward, and i t  seemed clear t h a t  t h e r e  would  
be n o  b road  c o n s e n s u s  a t  t h e  p r e s e n t  mee t ing .  E x e c u t i v e  D i r e c t o r s  
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  ma t t e r  a t  B l a t e r  d s t e .  

Mr. Sanga re  remarked t h a t  h e  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  
rtlr. 5 a l e h k h o u ' s  r e q u e s t ,  b u t  he  no ted  t h a t  t h e  t i m i n g  c r e a t e d  d i f € i c u l t i e s  
f o r  some E x e c u t i v e  D i r e c t o r s .  Some of h i s  c o u n t r i e s  were i n t e r e s t e d  i n  
t i l e  case because  t h e y  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  increase i n  q u o t a  when o f f e r e d  i t .  C o n s e q u e n t l y ,  when 
c i r c u m s t a n c e s  changed and t h e  c o u n t r y  was w i l l i n g  t o  take 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  he d e n i e d  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  
Y r ,  d e  Matilde's d e s c r i p t i o n  of t h e  c i r c u m s t a n c e s ;  h e  would t h e r e F o r e  
i i rge Executive D i r e c t o r s  t o  t r y  t o  f l n d  a way O F  m e e t i n g  t h e  r e q u e s t  a t  
a s u i t a b l e  m o m e n t .  

Mr. Senig-,r said c h a t  h e  sympa th ized  w i t h  MK. Salehkhou I n  h i s  r e q u e s t ,  
b u t  t ha t  l ie u n d e r s t o o d  t h e  d i f f f c u l t i e s  of  t i m i n g .  
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N r .  Donoso s t a t e d  t h a t  he c o u l d  accept t h e  i d e a  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 o f  I r a n  as  soen as p o s s i b l e .  He would be 
i n t e r e s t e d  i n  h e a r i n g  what p r o c e d u r e s  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  m a t t e r  if it cou3.d n o t  be p u t  b e f o r e  t h e  fo r thcoming  mee t ing  of t h e  
I n t e rl. rn Commi t t e e .  

M r .  Al Fid j a  reniarked 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 e v i e w  o f  q u o t a s  o r  s e p a r a t e l y ,  
was well known. N e v e r t h e l e s s ,  he had some sympathy w i t h  Mr. Sa lehkhou 
and  could s u p p o r t  h i s  r e q u e s t  p rov ided  t h a z  o t h e r s  would s u F f e r  no  harm 
From do ing  so .  l t  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  f f n d  some way oE d e a l i n g  w i t h  t h e  r e q u e s t  f rom t h e  Goveritment of I ran.  

The T r e a s u r e r  commented t h a t  ;.I t h e i r  r e p o r t  t o  t h e  1 n t e r i . n  Committcre 
on t h e  E i g h t h  G e n e r a l  Review of Q u o t a s ,  t h e  E x e c u t i v e  D i r e c z o r s  had 
e n d o r s e d  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  
s h o u l d  a p p l y  u n i f o r m l y  t o  a l l  members. C o n s e q u e n t l y ,  if MY. 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  m e e t i n g  of the I n t e r i m  Commit tee ,  
E x e c u t i v e  Directors would h a v e  t o  c o n s i d e r  whe the r  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 h e  d i € f i c u l t  t o  impute  
t o  Iran t h e  d i f f e r e n c e  be tween Iran's e x i s t i n g  q u o t a  a n d  t h e  q u o t a  t h a t  
i t  would have  had had  i t  c o n s e n t e d  t o  t h e  i r t c r e a s e  o f f e r e d  unde r  t h e  
S e v e n t h  G e n e r a l  Review t o  I r a n ,  and  t h e  s t a f f  c o u l d  p r o v i d e  tab les  showing 
the  consequences ,  t h e  T r e a s u r e r  o b s e r v e d .  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 .  I r a n ' 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  Eorward 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 p a r t  of t h e  q u o t a  increase 
o f f e r e d  t o  i t  unde r  t h e  S e v e n t h  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 c  t h e m  i n  ea r l i e r  
r e v i e w s .  There  w a s  t h e r e f o r e  a q u e s t i o n  o€  p r i n c i p l e  i n v o l v e d :  s h o u l d  
t h e  Fund p e r m i 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  h u t  
n o t  t a k e n  up? I f  t h a t  p r i n c i p l e  were a d m i t t e d ,  E x e c u t i v e  D i r e c t o r s  would 
have t o  d e c i d e  whe the r  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  Seven th  G e n e r a l  
Review o r  t o  make i t  a p p l i c a b l e  to  a l l  e a r l i e r  r e v i e w s .  

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  T r e a s t J r e r  w e n t  on ,  was t h e  e x t e n t  
t o  w h i c h ,  as a r e s u l t  of f a i l u r e  t o  take up e a r l i e r  o f f e r e d  q u o t a  i n c r e a s e s ,  
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 a t a s .  The 
q u o t a  of t h e  member t h a t  h a d  not c o m p l e t e l y  t a k e n  u p  i t s  q u o t a  under  t h e  
Seven th  Ceneral Review was ever, more o u t  o f  l i n e  t h a n  t h a t  of  Iran. There 
d i d  a l s o  seem to  be members t h a t  had no t  t a k e n  u p  q u o t a  i n c r e a s e s  u n d e r  
t h e  F i f t h  a n d  Si.xt;h General. Reviews whose quocas  were a s  muc.h o u t  of l i n e  
a s  tha: of-' I r a n .  

One Execut ive  D l x e c t o r  had i n q u i r e d  whe the r  i t  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 associated w i t h  gerieraL reviews, t h e  TrezsJrer 
r eca l l ed .  SInce t h e  t i m e  of t h e  F i r s t  Amendment  of t h e  A r t k l e s  of 
Agreement, when qtjotrts h a d  been made t h e  bas i s  f a r  SDli c a l c u l a t i o n s ,  i t  
had been tlhe g e n e r a l  p r a c t i c e  tr? prFrEer t o  d e a l  w i t h  r e q u e s t s  € o r  s p e c i a l  
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q u o t a  i n c c e i ~ ; e s  w i t h i n  the c o n t e x t  of a g e n e r a l  review. The case of 
Niger ia  i n  particular came t o  mind. The a u t h o r i t i e s  o f  t h a t  c o u n t r y  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  increase  c o n s i d e r a b l y  before  the  time 
of a 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  
l o n g  d e l i b e r a t t o n ,  had 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  to 
t h e  Board of Governor s  t h a t  t h e  request of N i g e r i a  s h o u l d  be taken u p  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 t h e  o t h e r  h a n d ,  t h e  Treasurer noted,  two s p e c i a l  q u o t a  i n c r e a s e s  
had  taken p l a c e  between t h e  S e v e n t h  G e n e r a l  Review a n d  t h e  E i g h t h  G e n e r a l  
Review. In e a c h  of t h o s e  cases t h e r e  had b e e n  s p e c i a l ,  i f  not unique, 
c o n s i d e r a t i o n s .  Consequently, on  the  b a s i s  of past p r a c t i c e ,  t h e r e  was 
n o  reason  why the r e q u e s t  from t h e  Government of I r a n  c o u l d  n o t  be d e a l t  
w i t h  separately af ter  t h e  c o m p l e t i o n  of t h e  E i g h t h  General R e v i e w .  As 
t o  t h e  p r o p o s a l ,  p u t  f o r w a r d  by  one E x e c u t i v e  Di rec tor ,  t h a t  I r a n  Should  
f i r s t  s u b s c r l 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  t h e  S e v e n t h  Cenera i  
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  cou r se  was no longer  open .  

The Di rec to r  of t h e  Legal Depar tmen t  e x p l a i n e d ,  f i r s t ,  t h a t  a g e n e r a i  
q u o t a  review w a s  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 Governor s ,  
which normally p r e s c r i b e d  a time € o r  c o n s e n t  t o  t h e  increased  quotas .  
The  r e s o l u t i o n s  also gave t h e  E x e c u t i v e  Board the power t o  e x t e n d  c h e -  
p e r i o d ,  as  had i n  f ac t  been  done i r i  t h e  case of t h e  S e v e n t h  G e n e r a l  
Review. However, t h a t  time had expired, and t h e  avenue  of a c c e p t a n c e  
u n d e r  the  S e v e n t h  G e n e r a l  Review was t h e r e f o r e  no longer  ava i l ab le .  Two 
o t h e r  avenues  that  had been  s u g g e s t e d  were s t i l l  open .  As a legal mat ter ,  
i t  would be p o s s i b l e  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  
the E i g h t h  G e n e r a l  Review, which h a d  n o t  y e t  been c o n c l u d e d  because t h e  
Board of  Governors h a d  not y e t  a d o p t e d  a Resolu t ion .  An aLternative 
c o u r s e  of action would be, as had  a l s o  been suggested, f o r  t h e  E x e c u ~ f v e  
b a r d  t o  t a k e  lip t h e  request 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  Revlew, 
The Fund could examine a reques t  for n s p e c i a l  increase  a t  a n y  t '  :me. 
Indeed, O R C @  a request €or  a special i n c r e a s e  had been  made, i t  bad t o  
bit considered, a n d  t h e  E x e c u r i v e  Board was obLLged t o  submi t  a r e p o r t ,  
w i t h  o r  w i t h o u t  a recornmetidation f o r  a change i n  the quota, t o  t h e  Board 
o f  Cov~1rnor5 
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e x t e n s i o n  h a d  always 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 f  occas ion ,  the e x t e n d e d  p e r i o d  f o r  cor i sen t  had e x p i r e d ,  and t h e  
Roard ? f  Governor s  R e s o l u t i o n  p r o v i d e 5  o n l y  f o r  e x t e n s i o n s  of p e r i a d s  
for c o n s e n t ,  no 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  f i v e  yea 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  pract ice  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  
Hoard power t o  extend e x i s t i n g  p e r i o d s ,  b u t  n o t  t o  p ropose  new o n e s  once  
t h e  e x t e n d e d  p e r i o d  had  e s p i r e d .  

Mr. Malhotra 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  D i r e c t o r  of t h e  Legal  Department  t h a t  t h e  E x e c u t i v e  Board 
had t h e  power o n l y  t o  e x t e n d  a p e r i o d  of co r i scn t  t h a t  had n o t  e x p i r e d ,  
bu r  t h a 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  d 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 .  Tha t  t ook  a v e r y  l i m i t e d  v iew of  t h e  powers o 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 i n  F e b r u a r y  1981 had s a i d  t h a t  
i t  w o u l d  sympa the : i ca l ly  c o n s i d e r  a p roposa 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 f 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  Governors  R e s o l u t i o n  
No. 34-2 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 of  1981, 
i t  c o u l d  be a r g u e d  t h a t  ~ h e  Board c o u l d  s t i l l  c o n s i d e r  such  a r e q u e s t  
and send  it t a  t h e  Board of  Governors .  

T h e  Director of t h e  Lega.l Department  m a i n t a i n e d  t h a t  t h e  Board of 
Cove-nors had empowered t h e  E x e c u t i v e  Roard 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 .  f n  t h e  normal  sense of t h e  term,  an 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.  T h a t  was t h e  way 
in w h i c h  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 e s p e c t  of r e s o l . u t i o n s  o f  t h e  t y p e  now unde 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  of r e s o l u t i o n .  So f a r  as 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 c e r n e d ,  t h e  1ar;guage d i d  not s u p p o r t  Mr. Elalhotra. What was 
re fer red  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 n  q u o t a  f o r  Tran, no t  an i l l c r e a s e  u n d e r  the  S e v e n t h  G e n e r a l  Review. 

Mr. Sa.lehkhou s t a t e d  t h a t  h e  w a s  happy t o  be a b l e  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  asking 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  Ira17 had been 
go ing  t h rough  %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  might  w i sh  t n  
bear i n  mind t h a t  t he  exceptional circumstances t o  which he  had r e f e r r e d  
e a r l . i e r  had prevailed riot ~ n . 1 ~  u n t i l  t h e  end of 1981 but a l s o  p e r h a p s  
u m i 1  t h e  monent when h e  had j o t n e d  t h e  E x e c u t i v e  Board. He had been 
encouraged  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 had s p o k e n .  
Ffe h a d  brough t  the  m a t t e r  b e f o r e  t h e  Execut i .ve  Board o n l y  a f t e r  c o n s u l t i n g  
t i l e  Fund s t a f f  and management. Moreover ,  he  W O L : . ~ ~  not  have brought  t he  
o?ateer t o  t h e  E x e c u t i v e  Board u n l e s s  h e  had been  a s s u r e d  t h a t  he had  a 
g o o d  case,  a n d  he h a d  s t i l l  n o t  been t o l d  o t h e r w i s e .  

I-Jowevei:, Xr4 Salehkhou w e n t  on,  h e  had n o t  u n d e r s t o o d  t ha t  I r a n  was 
n o t  the o n l y  c o u n t r y  t h a t  had nor c o n s c n t e d  t o  t a k e  i.ip t h e  f u l l  amount  
o f  i h e  a d d i c i o n a !  q u o t a  o f f e r e d  uridec the S e v e n t h  General Review. On t h e  
o t h e  c hand, h e  had u n d e r s  tood t h a t  t h e  E i g h t h  General  Review was sti.f.1 
nr-,t tantp?.eci.d a n d  ; ! r a t ,  i r :  v i e w  o f  t h 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  already 
gr*!r ired t o  t h e  reqi.ies t by I r a n ,  t h e  Execut  ive Board c o u l d  g r s n t  i t  a n o t h e r  

\ 



p e r i o d  €or consent.  While t h e  Last t lhing he wished  t o  d:, was t o  add t o  
c h e  prob.lems of t h e  Fund a t  t h e  p r e s e n t  time, he b e l i e v e d  t h a t  the C ~ S E  

of  Trnn  was un ique .  I t  mlgh t  we1. l .  be t h a t  € f  t h e r e  were o t h e r  members 
t h a t  h a d  no t  t a k e n  u p  t h e i r  q u o t a s  u n d e r  t h e  Seventh G e n e r a l  Review,  
p e r h a p s  t h e y  had  f a i l e d  to  a c t  w i l l i n g l y .  He hoped t h a t  che E x e c u t i v e  
B o a r d  would n o t  dec ide .  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  
oE t h e  E i g h t h  %enera . l  Review, which would s u r e l y  be cinne.csssari.Ly late.  

The s h a r e  of  I r a n  had n o t  y e t  been  r e d i s t r i b u t e d  among o r h e r  members, 
Mr. Sa lehkhou  o b s e r v e d .  One r e a s o n  why be  h a d  made t h e  request before  
t h e  c o n c t u s f o n  of t h e  E i g h t h  Review was that h e  d i d  n o t  w i s h  to  take up 
a q u o t a  s h a r e  a t  t h e  expense  o f  Other c o u n t r i e s .  H i s  b e l i e f  had been 
t h a r  i f  t h e  i n c r e a s e  were g r a n t e d  a t  t h e  p r e s e n t  time, e i t h e r  as p a r t  of 
t h e  S e v e n t h  Review 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 igh th  Review, 
the s i z e  of t h e  Fund would be i n c r e a s e d  by  e x a c t l y  t h e  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 .  Then ,  o n c e  t h e  I n t e r i m  C o m m i t t e e  came t o  a 
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- lze of t h e  Fund, 
t h e  i n c r e a s e  g r a n t e d  t o  I r a n  would h a v e  no impac t  w h a t s o e v e r  on t he  
sha res  of o t h e r  members. 

F i n a l l y ,  Mr. Salehkhori r emarked ,  h e  was asking  f o r  an i n c r t x e  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  coun:ry 
i t s e l f  b u t  a l s o - f o r  t h e  s a k e  of d e v e l o p i n g  c o u n t r i e s  as a who le .  H i s  
f e e l i n g  was t h a t  t h e  i n c r e a s e  would bene f i t :  t h e  Fund a t  l a rge .  If t h e  
B o a r d  c o u l d  t a k e  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 ,  he  wou ld  c e r t a i n l y  
r e q u e s t  an  e x t e n s i o n .  I f  t h a t  c o u r s e  was not o p e n ,  h e  wouLd adopt a n y  
o t h e r  t h a t  migh t  be  s u g g e s t e d  by Executive Direc tors .  What c o u n t e d  was 
f o r  'Iran t o  r e c e i v e  t h e  s h a r e  t o  which  i t  was e n t i t l e d ,  p r e € e r a b l y  before 
t h e  c o n c l u s i o n  OF t h e  E i g h t h  Quota Review. 

The T r e a s u r e r  ccixnented t h a t  i f  t h e  KeqlJeSt by Iran were t r e a t e d  
on  i t s  merits a n d  t h e  c o u n t r y  r e c e i v e d  a spec ia l  q u o t a  increase be€ore 
t h e  c o m p l e t i o n  of t h e  E i g h t h  General Review of Q u o t a s ,  t h e  p r e s e n t  
s h a r e  of a l l  o t h e r  members of the Fund would f a l l  i n  p r o p o r t i o n  t o  t h e  
p a r t i c u l a r  increase  i n  t h e  share of I r a n .  I f ,  however, t he  proposa l .  
p u t  fo rward  by 14r. Sa lehkhou  were fol lowed and  t h e  E x e c u t i v e  Board 
d e c i d e d  s i m p l y  t o  impu te  the a d d i t i o n a l  quota t o  I r a n ,  the outcome wauld 
d i f f e r ,  a l t h o u g h  not p e r h a p s  b y  much, d e p e n d i n g  on whether t h e  a b s o l u t e  
increase i n  quota t o  i t 5  new s i z e  were t o  he expressed  as A p e r c e n t a g e ,  
3 s  Mr. Sa lehkhou  assumed. or  a s  a n  ahsoLute amount. 

?!r. Kafka remarked c h a t  the actu; i l  size o f  t h e  i n c r e a s e  would make 
h a r d i y  any d i f f e r e n c e  to the menihership a s  a whole; the increase  w o l i l $  
raise Tran ' s  sha re  i n  totaj r luo tns  by  no m o r e  t h a n  17.6 per c e n t .  

The Direc tor  of the Legal Department suggested t h a t  one  way  t o  p.roceed 
wouLd be t o  reconvene the  Committee nf t h e  W?~QLR+ a n d  t o  aJ.Low i t  t o  
consider whether L t  wished t o  make a recommendation For an increasr? of 
the s i z e  i n d i c a t e d  by Mr. SaLehkhau .  Pf t h e  Committee ut: t he  Who.l.r;r sn 
decided,  t h e  Exe,cut i v e  Board cou Id  make A r e c a m m e r i c h  t ion f o r  ia h?.rjaLut Lon 
by  t h e  Eoard of Covernor!;. A l c e r r r a t i v e l y ,  i t  woclld be possi.ir.le t o  s w 3 i . r :  
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the  c o n c l u s i o n  of t h e  E i g h t h  G e n e r a l  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  o n  ,>any o t h e r  o c c a s i o n s  i n  the  p a s t .  The 
ad hoc committee would act  on t h e  basis of a s t a f f  s t u d y  and recommend 
a c c o r d  S ng ly . 

Mr, Malhotxa  remarked t h a t  i f  i t  were p o s s i b l e  t o  e x t e n d  t h e  p e r i o d  
for  c o n s e n t  and Iran 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- 
mendatlor! 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 i o n s  would be crianged m a r g i n a l l y ,  a s  e x p l a i n e d  by Mr. Kafka. 
The Committee of t h e  WhoCe c o u l d  d e c i d e  how t h e  matter was t o  be h a n d l e d  
i f  i t  was to  be i n c l u d e d  i n  Ehe E i g h t h  G e n e r a l  Review of Quo tas .  Whatever 
the  o v e r a l i  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  Iran would 
have t h e  same e f f e c t  as if I r a n  had been  a l L o w e d  t o  take u p  i t s  a d d i t f o n a l  
a u o t a  under  t h e  S e v e n t h  Genera: R e v i e w .  Another  way in which I r a n ' s  
r e q u e s t  c o u l d  be m e t  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 Governors t o  a g r e e  t h a t ,  wha teve r  q u o t a  s i z e  
vas agreed t o ,  I r a n  should  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. 

Mr. Salehkhou commented t h a t  t h e  s i m p l e s t  p r o c e d u r e  might be f o r  
t h e  E x e c u t i v e  Board t o  recommend t o  xhe Roard of Governors t h a t  t h e  s i z e  
of t h e  Fund s h o u l d  be i n c r e a s e d  by t h e  amount of w h a t e v e r  i n c r e a s e  I n  
q u o t a  t h e  Execut ive 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 ,  but 
before t h e  c o m p k t i o n  o f  t h e  E i g h t h  G e n e r a l  Review. 

The Chairman, summar iz tng  t h e  d i scuss ion ,  remarked  t h a t  t h e  s r a f  f 
couLd c e r t a i n l y  produce any new t a b t e s  t h a t  were r e q u i r e d .  However, a 
number  of  s p e a k e r s  had  expressed t h e  f e a r  t h a t  M j n f s t e r s  and  Goverk~ors, 
who had a l r eady  c o n s i d e r e d  t a b l e s  imp ly ing  s p e c i f i c  nurn3ers f o r  ear,h 
country, m i g h t  be c o n f u s e d  i f  o t h e r  f i g u r e s  had now to be put  fo rward .  
He c o u l d  well u n d e r s t a n d  t h a t  Mr, Sa lehkhou  w o d d  p r e f e r  t h e  E x e c u t i v e  
Bosrd to take a decision that Iran's q u o t a  u n d e r  t h e  Seventh G e n e r a l  
Review s h o u l d  be SDR 1 , 0 7 5  m i l l i o n  and c h a r ,  I n  t h e  f o r t h c o m i n g  meeting 
of ehe Interim Committee, M l n i s t e r s  and  Governors s h o u l d  consider f ig t i res  
f u r  t h e  E i g h t h  G e n e r a l  Review t h a t  would I nc lude  a quota  f o r  I r a n  of 
SDR L,c)75 m i L l i o n ,  However, there was cLearly some o p p a s i c i a n  t o  t h a t  
course.  The second possibility w a s  t o  w a i t  u n t i l  a f t e r  the mee t ing  of 
ttre Interim Committee and  then ac t  u n d e r  t h e  p r c c e d u r e  €or a s p e c i a l  
increase i n  q u o t a s  a s  5 matter OF urgency,  The  a d v a n t a g e  of such  a 
course of act  i o n  would be tliat i t  would avoid  c h a n g i n g  f i g u r e s  immedia t e ly  
before  r h e  m e e t h g  oE r h e  I n t e r i m  Committee.  The d i f f e r e n c e  i n  terms OF 
quota sharer, wontld c l c a r L y  be sn iaLL,  However, the g e n e r a l  f e e l i n g  of 
Executive D i r e c t o r ' s  seemed t o  be tha t  the b e s t  p r o c e d u r e  would  be t o  
e s t a b l i s h  a n  ad hoc committee t o  look  t n t o  the case on I t s  merits after 
the meeting of t h e  Interim Comrai.t:tet. 

?4rn Salehkhou s t a t e d  t h a t  he would be happy t o  a c c e p t  t h e  p r o p o s a l  
by t h e  Ckraimiin p r o v i d e d  that: i t  w a s  understood t h a t  Che matter w c u l d  be 
t a k e n  t ~ p  a f t e r  t he  meeting o f  t h e  Interim Committee, as a m a t t e r  of 
t i rgency ,  and  befr~re the c o m p l e t i o n  of t h e  E i g h t h  General Review o f  Q u o t a s .  
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E x e c u t i v e  Directors agreed ,.o a c t  in t h e  way proposed by the Chairmart, 
and concluded thefr d i s c u s s i o n  of t h e  reqt.test by the Coverninent of I r a n  
f o r  3n increase in t h e  quota  of I ran  to SUR 1,075 m i l l i o n .  

APPROVED: July 1 4 ,  1983 

LEO VAN HOUYVEN 
Secretary 
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ATTACHPENT I ___-- 

P o s s i b l e  F o r m u l a t i o n s  of P a r a g r a p h  9 ( a >  - 

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

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 re s t  
r a t e  s h a l l  a p p l y  u n l e s s  t h e  Fund a n d  the p a r t i c i p a n t s ,  by a t w c  t h i r d s  
m a j o r i t y  o f  p a r t i c i p a n t s  hav ing  t h r e e  f i f t h s  of t h e  c 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  time 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  app ly .  

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 
any 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  the 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 f f e c t i v e ,  t h a t  i t  does  
n o t  w i s h  t h e  change  t o  a p p l y  t o  such  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  
Fund ' s  i n d e b t e d n e s s  t o  i t  -'.ien 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  of t h e  change and ,  i f  
t h e  words i n  s q u a r e  b r a c k e t s  are  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  renewal  of  t h e  G A R .  

- 
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To Rep lace  D r a f t  P a r a g r a p h  2 1 ( a )  i n  SM/82/239, R e v i s i o n  2 

A b o r r o k l n g  agreement  be tween 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 ,  unde r  which t h s  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  o f  t h i s  
Decision m 8 y ,  w i t h  t h e  c o n c u r r e n c e  of all 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 t o  nake ca l l s  i n  a c c c r d a n c e  w i t h  p a r a g r a p h s  6 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  u n d e r  p a r a g r a p h  l l ( e )  
fn c o n n e c t i o n  w i t h  an e a r l y  repayment  o€ a c i a i n  u n d e r  t h e  bor rowing  
a g r e e m e n t ,  o r  b o t h ,  as  .if t h e y  were c a l l s  cr r e q u e s t s  i n  respect of a 
p a r t i c i p a n t  
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(Draft) Paragraph 23: Associated Borrowing Arrangements - - 
A borrowing agreement between t h e  Fund and a member, o r  an  official 

i n s t i t u t i o n  of a member, t h a t  is n o t  a p a r t i c i p a n t ,  under which t h e  member 
O F  t h e  official i n s t i t u t i o n  undertakes t o  make loans t o  the Fund for the 
same purpose as,  and on t e r m s  comparable t o ,  t hose  made by p a r t i c i p a n t s  
under  this Decision may, w i t h  the concurrence of all. p a r t i c i p a n t s ,  
a u t h o r i z e  t'he Fund t o  make calls i n  accordance w i t h  paragraphs 6 and 7 
f o r  exchange transactions w i t h  t h a t  member, o r  t o  make r e q u e s t s  under 
paragraph l l ( e )  i n  connect ion w i t h  an  ear ly  repayment of a c l a im under 
t h e  b o r r o w h g  agreement,  o r  both,  as i f  they were ca l l s  o r  r e q u e s t s  i n  
r e s p e c t  of a p a r t i c i p a n t .  
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