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I assent. 

RICHARD E. LUYT 

Governor-General 

17th SepN!ember, 1966. 

ACT NO. 2 OF 1966 

INTERNATIONAL FINANCIAL ORGANISATIONS ACT, 1966. 
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Arrangement of Sectious. 

Short title. 
Interpretation. 
Authorisation for signing of and accepting the Agreements. 
Effect of signature. 
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national Bank, etc. 
Certain provisions of Agreements given force of law in 
Guyana. 
Power of Minister to make orders. 

FIRST SCHEDULE 

SECOND SCHEDULE 

THIRD SCHEDULE 

FOURTH SCHEDULE 

AN AcT to enable Guyana to become a member of the International 
Monetary Fund, the International Bank for Reconstruction and 
Development, the International Finance Corporation and the 
International Development Association. 

WHEREAS pursuant to the Articles of Agreement drawn up at Preamble 
the United Nations Monetary and Financial Conference held in the 
year nineteen hundred and forty-four at Bretton Woods in New 
Hampshire in the United States o'f America, two international bodies 
known as the International Monetary Fund and the International Bank 
for Reconstruction and Development were established; 
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AND WHEREAS pursuant to the Articles of Agreement approved 
by the executive director3 of the said International Bank for Recon­
struction and Development in the year nineteen hundred and fifty-five 
an international body known as the International Finance Corporation 
was established; 

AND WHEREAS pursuant to the Articles of Agreement approved 
by the directors of the said International Bank for Reconstruction and 
Development 111 the year nineteen hundred and sixty an international 
body known as the International Development Association was estab­
lished; 

AND WHEREAS the ,said several Articles ot Agreement contain 
provisions by virtue whereof Guyana may become a member of each 
such body, and by virtue whereof the Articles of Agreement relating to 
each such body may be signed and accepted on behalf of the Govern­
ment of Guyana, pursuant to. the prescription of terms and conditions 
in that behalf by the body in question; 

AND WHEREAS it is expedient that Guyana ,should be a member 
of the said International bodies: 

[19th September, 1966.] 

A.D. 1966 Enacted by the Parliament of Guyana :-

Short title. 1 . This Act may be cited as the International Financial 

Interpreta­
tion. 

Fourth 
Schedule. 

Se<:ond 
Schedule. 

Third 
Scbodule. 

Fust 
Schedule. 

Organisations Act, 1966. 

2. In this Act, unless the context otherwise requires -

..Association'' means the International Development 
Association; 

"Association Agreement., means the Articles of Agree­
ment for the establishment and operation of the Associa­
tion set out in the Fourth Schedule; 

"Bank" means the International Bank for Reconstruction 
and Development; 

''Bank Agreement" means the Articles of Agreement for 
the establishment and operation of the Bank as amended, 
set out in the Second Schedule. 

"Corporation" means the International Finance Corpora­
tion; 

'·Corporation Agreement" means the Articles of Agree­
ment for the establi.shrr.ent and operation of the Corpor­
ation as amended, set out in the Third Schedule; 

"Fund" means the International Monetary Fund; 

''Fund Agreement" means the Articles of Agreement for 
the establishment and operation of the Fund set out in 
the First Schedule; ' 
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"Member.ship Resolutions" means resolutions adopted 
by the Board of Governors of the Fund, the Bank, the 
Corporation, and the Association, resp~ctiV'ely, specifying 
the terms and conditions upon which Guyana shall be 
admitted to membership in these organizations; 

"Minister" means the Minister for the time being charged 
with responsibility for finance. 

3. The Minister is hereby authorised on behalf of the Gov­
ernment of Guyana to sign any or all of the following agreements, that 
is to say, the Fund Agreement, the Bank Agreement, the Corporation 
Agreement and the Association Agreement and to deposit, in the 
cases of the Fund Agreement and the Bank Agreiement, with the 
Government of the United States, and, in the cases of the Corporation 
Agreement and the Association Agreement, with the Bank, instn1ments 
of acceptance of the said Agreements and of the terms and conditions 
respectively prescribed thereunder relating to the admission of Guyana 
to membership, or by instruments under his hand, to empower such 
person as may be named in such instruments to sign the said Agree­
ments and to deposit the said instruments of acceptance as aforesaid. 

Authorisa­
tion for 
signing of 
ruid acc~pt­
in11 the 
Agreem<'Jlts. 

4. If any such Agreement is signed as aforesaid, the provi- ~ect of 

sions of the following sections in connection t}lerewith shall have si&natllff. 

effect. 

5. (1) It shall be the function of the Bank of Guyana to pay the Fin~~iaI 

amounts from time to time payable to the Fund on account of Guyana f~~1t• 
under the provisiJons of the Membership Resolution and the Fund to mcmbcr­

•hiP in the Agreement. Fund. 

(2) The Bank of Guyana may, if it thinks fit, create and 
issue to the Fund any such non-interest bearing and non-negotiable 
notes or other obligatiQOs as are provided for by section 5 of Article 
III of the Fund Agreement (which section relates to the acceptance 
by the Fund of notes or similar obligations in place of currency). 

(3) The Bank of Guyana is hereby authorized to receive from 
the Fund any sums relating to Guyana's subscription and any sums to 
be received by reason of operations or transactions between Guyana 
and the Fund under Article V of the Fund Agreement. 

6. (1) There shall be paid out of the Consolidated Fund, on the Financial 

warrant of the Minister, all sums required for the purposes of p.ro~ons 
rnalcing- relatin11 t~ 

membership 

( ) all b 
. . in the Inter-

a payments to e made from trrne to tune to the nationa1 
Bank under the provisions of the Membership Re- Bank, etc. 

solution and the Bank Agreement; 
(b) all payments to be made from time to time to the 

Corporation under the provisions of the Membership 
Resolution and the Corporation Agreement; 
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Certain 
provisions 
of Aaree­
meints given 
force of law 
in Guyana. 

(c) all payments to be made from time to time to the 
Association under the Membership Resolution and the 
Association Agreement. 

(2) The Minister may, if he thinks fit, create and issue to the 
Bank or the Association any such non-interest bearing and non-negoti­
able notes or other obligations as are provided for by section 12 of 
Article V of the Bank Agreement and by paragraph (e) of section 
2 of Article II of the Association Agreement (which sections relate 
to the acceptance by the Bank, or the Association, as the case may be, 
of notes or similar obligations in place of currency) and sums payable 
under such notes or obligations so created and issued shall be charged 
on th_e Consolidated Fund. 

(3) Any sums received by the Government of Guyana from 
the Bank or the Corporation on account of Guyana's subscription to 
the capital stock thereof and any sums received by the Government of 
Guyap.a from the Association on account of Guyana's subscription 
therein or of supplementary resources provided by i,t shall be paid 
into the Consolidated Fund. 

7. The provisions of : 
(a) sections 2 to 9 inclusive of Article IX of the Fund 

Agreement; 
(b) ooctions 2 to 9 inclusive of Article VII of the Bank 

Agreement; 
(c) sections 2 to 9 inclusive of Article VI of the Corpor­

ation Agreement; 
(d) sections 2 to 9 inclusive o'f Article VIII of the Asso­

ciation Agreement; and 
(e) the first 5entence of section 2(b) of Article VIII of the 

Fund Agreement, 

shall have the force of law in Guyana, so, however, that nothing in 
section 9 of Article IX of the Fund Agreement or in section 9 of 
Article VII o'f the Bank Agreement or in section 9 of Article VI of 
the Corporation Agreement or in section 9 of Article VIII of the 
Association Agreement shall be construed -

(i) as entitling the Fund, the Bank, the Corporation 
or the Association to import goods free of cus­
toms duty without any restriction on their sub­
sequent sale in the country to which they were 
imported; 

(ii) as conferring on the Fund, the Bank, the Cor­
poration or the Association any exemption from 
duties or taxes which form part of the price of 
goods sold; or 

(iii) as conferring on the Fund, the Bank, the Cor­
poration or the Association any exemption froll! 
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taxes or duties which are in fact no more than 
charges for services rendered. 

8. The Minister may by order make such provisions as are ~~r 0 ; 

n cessary for carrying into effect any of the provisions of the Fund mat~e~r<l~rs. 

Agreement, the Bank Agreement, the Corporation Agreement and 
the Association Agreement. 

FIRST SCHEDULE 

Articles of Agreement 

Of The 

lutemational Moll'Ctary Fund 

The Governments on whose behalf the present Agreement is signed agree as 
follows: 

INTRODUCTORY ARTICLE 
The International Monetary Fund is established and shall operate in accord­

ance with the following provisions : 

ARTICLE I 

Purposes 
The purposes of the International Monetary Fund are : 

(i) To promote international monetary co-operation through a permanent 
institution which provides the machinery for consultation and colla­
boration on international monetary problems. 

(ii) To facilitate the expansion and balanced growth of international trade, 
and to contribute thereby to the pr011otion and maintenance of high 
levels of employment and real income and to the development of the 
productive resources of all members as primary objectives of economic 
policy. 

(iii) To promote exchange stability, to maintain orderly exchange arrange­
ments among members, and to avoid competitive exchange deprecia­
tion. 

(iv) To assist in the establishment of a multilateral system of payments in 
respect of current transactions between members and in the elimina­
tion of foreign exchange restrictions which hamper the growth of 
world trade. 

(v) To give confidence to members by making the Fund's resources avail­
able to them under adequate safeguards, thus providing them with 
opportunity to correct maladjustments in their balance of payments 
without resorting to measures destructive of national or international 
prosperity. 

(vi) In accordance with the aboV'e, to shorten the duration and lessen the 
degree of disequilibrium in the international balances of payments 
of members. 

The fund shall be guided in all its decisions by the purposes set forth in this 
Article. 
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ARTICLE II 

Membership 

[A.O. 1966 

Section 1. Original members-The original members of the Fund shall 
be those of the countries represented at the United Nations Monetary and Fin­
ancial Conference whose governments accept membership before the date 
specified in Arti�Je XX, Section 2(e). 

Section 2. Other members.-Membership shall be open to the Govern­
ments of other countries at such times and in accordance with such terms as 
may be prescribed by the Fund. 

ARTICLE III 

Quotas and Sob5criptions 

Section 1. Quotas.-Each member shall be assigned. a quota. The quotas 
of the members rep�nted at the United Nations Monetary and Financial 
Conference which accept membership before the date specified in Article XX, 
Section 2(e) shall be those set forth in Schedule A. The quotas of other members 
shall be determined by the Fund. 

Section 2. Adjustment of quotas.-The fund shall at intervals of five years 
review, and if it deems i.t appropriate propose an adjustment of, the quotas o'f. 
the members. It may also, if it thinks fit, consider at any other time the adjust­
ment of any particular quota at the request of the member concerned. A :fbur­
fifths majority of the total 'Oting power shall be required for any change in 
quotas and no quota shall be changed without the consent of the member 
concerned. 

Section 3. Subscriptions : time, place, and form of payment-(a) The 
subscription of each member shall be equal to its quota and shall be paid in full 
t,o the Fund at the appropriate depository on or before the da� when the member 
becomes eligiible under Article XX, Section 4(c) or (d), to buy currencies 'from 
the Fund. 

(b) Each member shall pay in gold, as a minimum, the smaller of

(i) twenty-five percent o'f. its quota; or

(ii) ten percent of its net official holdings o'f. gold and United States
dollars as at the date when the Fund notifies members under Article
XX, Section 4(a} that it will shortly be in a position to begin
exchange transactions.

Each member shaJl furnish to the Fund the data necessary to determine its net 
official holdings of gold and United States dollars. 

(c) Each member shall pay the balance of its quota in its own currency.

(d) If the net official holdings of gold and United States dollars of any
member as at the date referred t.o in (b) (ii) above are not ascertainable because 
its territories have been occupied by the enemy, the Fund shall fix an a,wropriate 
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alternative date for determining such holdings. If such date is later than that 
on which the country becomes eligible under Article XX, Section 4(c) or (d), 
to buy currencies from the Fund, the Fund and the member shall agree on a 
provisional gold payment to be made under (b) above, and the balance rof the 
member's subscription shall be paid in the member's currency, subject to appro­
priate adjustment between the member and the Fund when the net official hold­
ings have been ascertained. 

Section 4. Payments when quotas are changed.-(a) Each member which 
consents to an increase in its quota shall, within thirty days after the date of its 
consent, pay to the Fund twenty-five percent of the increase in gold and the 
balance in its own currency. If, however, on the date when the member con­
sents to an increase, its monetary reservses are less than its new quota, the Fund 
may reduce the proportion of the increase to be paid in gold. 

(b) If a member consents to a reduction in its quota, the Fund shall within 
thirty days after the date of the con.sent, pay to the member an amount equal 
to the reduction. The payment shall be made in the member's currency and in 
such amount of gold as may be necessary to prevent reducing the Fund's holdings 
of the currency below seventy-five percent of the new quota. 

Section 5. Substitution of securities for currency.-The Fund shall accept 
from any member in place of any part of the member's currency which in the 
judgment of the Fund is not needed for its operations, notes or similar obligations 
issued by the member or the depository designated by the member under Article 
XIII, Section 2, which shall be non-negotiable, non-mterest booring and payable 
at their par value on demand by crediting the account of the Fund in the 
designated depository. This Section shall apply not only to currency subscribed 
by members but al.so to any currency otherwise due to, or acquired by, the 
Fund. 

ARTICLE IV 

Par Value of Cun-encies 

Section 1. Expression of par values.-(a) The par value of the currency 
of each membe!' shall be expressed in terms of gold as a common denominator 
or in terms of the United States dollar of the weight and fineness in effect on 
July 1. 1944. 

(b) All computations relating to currencies o'f membets for the purpose of 
applying the provisions of this Agreement shall be on the basis of their par 
values. 

Section 2. Gold purchases based on par values.-The Fund ·shall prescribe 
a margin above and below par value for transactions in gold by _members, and 
no member shall buy gold at a price above par value plus the prescribed margin, 
or s1ell gold at a price below par value minus the prescribed margin. 

Section 3. Foreign exchange dealings based on parity.-The maximum 
and the minimum rates for exchange transactions between the currencies of 
members taking place within their territories shall not differ from parity 
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(i) in the case of spot exchange transactions, by more than one percent; 
and 

(ii) in the case of other exchange transactions, by a margin which exceeds 
the margin for spot exchange transactions by more than the Fund 
considers reasonable. 

Section 4. Obligations regarding exchange stability.-(a) Each member 
undertakes to collaborate with the Fund to promote exchange stability, to 
maintain orderly exchange arrangements with other members, and to avoid com­
petitive exchange alterations. 

(b) Each member undertakes, through appropriate measures consistent with 
this Agreement, to permit within its territories exchange transactions between 
its currency and the currencies of other members only within the Hmits prescribed 
under Section 3 of this Article. A member whose monetary authorities, for the 
settlement of international transactions, in fact freely buy and sell gold within 
the limits prescribed by the rund under Section 2 ,of thi~ Article shall be 
deemed to be fulfilling this undertaking. 

Section 5. Changes in par values.-(a) A member shall not propose a 
change in the par value of its currency except to correct a fumlamental dis­
equilibrium. 

(b) A change in the par value of a member's currency may be made only 
on the proposal of the member nnd only after consultation with the Fund. 

(c) When a change is proposed, the Fund shall first take into account the 
changes, if any, which have already taken place in the initial par value of the 
member's currency, as detern1ine<l under Article XX, Sectio'[l 4. If the proposed 
change, together with all previous changes, whether increases or decreases, 

(i) does not exceed ten percent of the initial par value, the Fund shall 
raise no objection; 

(ii) does not exceed a further ten percent of the initial par value, the 
Fund may either concur or object, but shall declare its attitude within 
seventy-two hours if the member so request; 

(iii) is not within (i) or (ii) abo~, the Fund may either concur or object, 
but shall be entitled to a longer period in which to declare its 
attitude. 

(d) Uniform changes in par values made under Section 7 of this Article 
~ball not be taken into account in determining whether a proposed change falls 
within (i), (ii) or (iii) of (c) above. 

(e) A member may change the par value of its currency without the con­
currence of the Fund if the change does not affect the international transactions 
of members of the Fund. 

The Fund shall concur in a proposed change which is within the terms 
of (c) (ii) or (c) (iii) abcve if it is satisfied that the change is necessary to cor­
rect a fundamental diseq~1ilibril1m. In particl'l:.ir. rrovided it is so satisfied, it 
shall not object to a proposed change because of the domestic social or political 
policies of the member proposing the change. 
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Section 6. Effect of unauthorised changes-If a member changes the par 
value of its currency despite the objection of the Fund, in cases where the Fund 
is entitled to object, the member shall be ineligible to use the resources of the 
Fund unless the Fund otherwise determines; and if, after the expiration of a 
reasonable period, the difference between the member and the Fund continues, 
the matter shallt be subject to the provisions of Article XV, Section 2(b). 

Section 7. Uni.form changes in par values. Notwithstanding the provisions 
of Section S(b) of this Article, the Fund by a majority of the total vioting power 
may make uniform proportionate changes in the par values of the currencies 
of all members, provided each such change is approved by every member which 
has ten percent or more of the total of the quotas. The par value of a member's 
currency shall, however, not be changed under this provision if, within seventy­
two hours of the Fund's action, the member informs the Fund that it does not 
wu;h the par value of its currency to be changed by such action. 

Section 8. Maintenance of goid value of the Fund's assets . 
(a) The gold value of the Fund's assets shall be maintained notwithstanding 

changes in the par or foreign exchange value of the currency of any member. 
(b) Whenever (i) the par value of a member's currency is reduced, or (ii) the 

foreign exchange value of a member's currency has, in the opinion of the Fund, 
depreciat~d to a significant extent within that member's territories, the member 
shall pay to the Fund within a reasonable time an amount of its own currency 
equal to the reduction in the gold value of its currency held by the Fund. 

(c) Whenever the par value of a member's currency is increased, the Fund 
shall return to such member within a reasonable time an amount in its currency 
equal to the increase in the gold value of its currency held by the Fund. 

(d) The provisions of this Section shall apply to a uniform proportionate 
change in the par value of the currencies of all members, unless at the time 
when such a change is proposed the Fund decides otherwise. 

Section 9. Separate currencies within a member's territories.-A member 
proposing a change in the par value of its currency shall be deemed, unless it 
declares otherwise, to be proposing a corre.sponding change in the par value 
of the separate currencies of all territories in respect of which it has accepted 
lhis Agreement under Article XX, Section 2(g). It shall , however, be open to 
a member to declare that its proposal relates either to the metropolitan currency 
alone, or only to one or more specified separate currencies, or to the metropolitan 
currency and one or more specified separate currencies. 

ARTICLE V 

Transactions with the Fund 

Section 1. Agencies dealing with the Fund.-Each member shall deal with 
the Fund only through its Treasury, central bank, stabilization . fund, or other 
similar fiscal agency and the Fund shall deal only with or through the same 
agencies. 

Section 2. LiD11tation on the Fund's Opei"ati.ons-Except as otherwise 
provided in this Agreement, operations on the account of the Fund shall be 
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limited to transactions for the purpose of supplying a member, on the initiative 
of such member, with the currency of another member in exchange for gold or 
for the currency of the member desiring to make the purchase. 

Section 3. Conditions governing use o'f. the Fund's resources.-(a) A 
member shall be entitled to buy the currency of another member from the Fund 
in exchange for its own currency subject to the following conditions; 

(i) The member desiring to purchase the currency represents that 1t is 
presently needed for making in that currency payments which are 
consistent with the provisions of this Agreement; 

(i,i) The Fund has not given notice under Article VII, Section 3, that its 
holdings of the currency desired have become scarce; 

(iii) The proposed purchase would not cause the Fund's holdings of the 
purchasing member's currency to increase by more than twenty-five 
percent of its quota during the period of twelve months ending on 
the date of the purchase nor to exceed two hundred percent of its 
quota, but the twenty-five percent limitation shall apply only to the 
extent that the Fund':s holdings of the member's currency have been 
brought above seventy-five percent of its quota if they had been below 
that an10unt; 

(iv) The Fund has not previously declared under Section 5 of this Article, 
Article lV, Section 6, Article VI, Section 1, or Article XV, Section 2 
(a) that the member desiring to purchase is ineligible to use the re­
sources of the Fund. 

(b) A member shall not be entitled without the permission of the Fund 
to use the Fund's resources to acq_uire currency to hold against forward exchange 
transactions. 

Section 4. Waiver o1 conditions.-The Fund mav in its discretion, and on 
terms which sak guard its intern1,ts, waive any of the conditions prescribed in 
Section 3(a) of this Article, eispecially in the case of members with a record 
of avoiding large or continuous use of the Fund's resources. In making a waiver 
it shall take into consideration periodic or exceptional requirements of the mem­
ber requesting the waiver. The Fund shall also take into consideration a mem­
ber's willingness to pledge as collateral security gold, silver, securities, or other 
acceptable assets hc1 ving a value sufficient in the opinion of the Fund to protect 
its interests and may require as a condition of waiver the pledge of such collateral 
security. 

Section 5. Jneligibility to use the Fund's resource.s.-Whenever the Fund 
is of the opinion that any member is using the resources of the Fund in a manner 
contrary to the purposes of tl1e Fund, it shall present to the member a report 
setting forth the views of the Fund and prescribing a suitable time for reply. 
After presenting such a report to a member, the Fund may limit the use of its 
resources by the ml!mber. If no reply to the report is received frb,m the member 
within the prescribed time, or if the reply received is unsatisfactory, the Fund 
may continue to limit the member's use of the Fund's resources or may, after 
giving reasonable notice to the member, declare it ineligible to use the resources 
of the Fund. 
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Section 6. Purchases of currencies from the Fund for gold.-(a) Any 
memb~r desiring to obtain, directly or indireotly, the currency of anoth:er member 
for gold shall, provided that it can do so with ·equal advantage, acquire it by 
the sale of gold to the Fund. 

(b) Nothing in this Section sha11 be deemed to preclude any member from 
selling in any market gold newly produced from mines located within its 
territories. 

Section 7. Repurchase by a member of its currency held by the Fund.­

Ca) A member may repurchase from th,e Fund and the Fund shall sell for 
gold any part of the Fund's holdings of its currency in exces~ of its quota. 

(b) At the end o'f each financial year of the Fund, a member shall re­
purchase from the Fund with gold or convertible currencies, as determined in 
accordance with Schedule B, part of the Fund's holdings of its currency under 
the following conditions : 

(i) Each member shall use in repurchases of 1ts own currency from the 
Fund an amount of its monetary reserves equal in value to one-half 
of any increase that has occurred duri ng the year in the Fund's 
holdings of its currency plus one-half of any increase, or minus one­
half of any decrease, that has occurred during the year in the mem­
ber's monetary reserves. This rule shall not apply when a member's 
monetary reserves have decreased c;uring the year by more than the 
Fund's holdings of its currency have increased. 

(ii) If after the repurchase described in (i) above (if required) has been 
made, a member's holdings of another member's currency (or of 

gold acquired from that member) are found to have increased by 
reason of transactions in terms of that currency with other members 
or persons in ,their territories, the member whose holdings of such 
currency (or gold) have thus increased shall use the increase to re­
purchase its own currency from the Fund. 

(c) None of the adjustments deiscribed in (b) above shall be carried to 
a point at which, 

(i) the member's monetary reserves are below its quota, or 

(ii) the Fund's holdings of its currency are below seventy-five percent of 
its quota, or 

(iii) the Fund's holdings of any currency required to be used are above 
seventy-five percent of the quota of the member concerned. 

Section 8. Charges.-(a) Any member buying the currency of another 
member from the Fund in exchange for its own currency shall pay a service 
charge uniform for all members of three-fourths percent m addition to the 
parity price. The Fund in its discretion may increase this service charge <to not 
more than one percent or reduce it to not less than one-half percent. 

(b) The Fund may levy a reasonable handling charge on any member 
buying gold from the Fund or selling gold to the Fund. 
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(c) The Fund shall levy charges uniform for all members which shall 
be payable by any member on the average. daily balances of its currency held by 
the Fund in excess of its quota. These charges shall be at the following rates : 

(i) On amounts not more than twenty-five percent in excess of the quota: 
no charge for the first three months; one-half percent per annum for 
the next nine months; and thereafter an inc~ease in the charge of 
one-half percent for each subsequent year. 

(ii) On amounts more than twenty-five percent and not more than fifty 
percent in excess of the quota: an additional one-half percent for 
the first year; and an additional one-half percent for each subse­
quent year. 

(iii) On each additional bracket of twenty-five percent in excess of the 
quota: an additional one-half percent for the first year; and an 
additional one-half percent, for each subsequent year. 

(d) Whenever the Fund's holdings of a member's currency are such that 
the dharge applicable to any bracket for any period has reached the rate of 
four percent per annum, the Fund and the member shall consider means by 
which the Fund·s holdings of the currency can be reduced. Thereafter, the 
charges shall rise in accordance with the provisions of (c) above until they 
reach five percent and failing agreement, the Fund may then impose such 
charges as it deems appropriate. 

(e) The rates referred to in (c) and (d) above may be changed by a three• 
fourths majority of the total voting power. 

(f) All charges shall be paid in gold. Ii, however, the member's monetary 
reserves are leiss than one-half of its quota, it shall pay in gold only that pro · 
portion of the charges due which such reserves bear to one-half of its quota, 
and shall pay the balance in its own currency. 

ARTICLE VI 

Capital Transfers 

Section 1. Use of the Fund's resources for capital transfers .-(a) A 
member may not make net use of the Fund's resources to meet a large or 
sustained outflow of capital, and the :Fund may request a member to exercise 
controls to prevent such use of the r~ources of the Fund. If, after receiving 
such a request, a member fails to exercise appropriate controls, the Fund may 
declare the me~ber ineligible to use the resources of the Fund. 

(b) Nothing in this Section shall be deemed 

(i) to prevent the use of the resources of the Fund for capital transactions 
d. reasonable amount required for the expansion of expOrts or in the 
ordinary course of trade, banking or other business, or 

(ii) to affect capital movements which are met out of a member's own 
resources of gold and foreign exchange, but members undertake that 
such capital movements will be in accordance with the purposes of 
the Fund. 
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Section 2. Special provisions for capital transfers.-If the Fund's holdings 
of the currency of a member have remained below seventy-five percent of its 
quota for an immediately preceding period of not less than six months, such 
member, if it has not been declared ineligible to use the resources of the Fund 
under Section 1 of this Article, Article IV, Section 6, Article V, Section 5, or 
Article XV, section 2 (a) , shall be entitled, notwithstanding the provisions of 
Section l(a) of this Article, to buy lhe currency of another member from the 
Fund with its own currency for any purpose, including capital transfers. Pur­
chases for capital transfers under this Section shall not, however, be permitted 
if they have the efTec t of raising the Fund's holdings of the currency of the 
member desiring to purchase above seventy-five percent of its quota, or of 
reducing the Fund's holdings o'f the currency desired below seventy-five percent 
of the quota of the member whose currency is desired . 

Section 3. Controls of capital transfers.-Members may exercise such 
controls as are necessary to regulate international capital movements, but no 
member may exercise these controls in a manner which will restrict payments 
for current transactions or which will unduly delay transfers of funds in settle­
ment of commitments, except as provided m Article VII, Section 3(b), and in 
Article XIV, Section 2. 

ARTICLE VH 

Scarce Currencies 

Section 1. General scarcity of currency.--H the Fund finds that a general 
scarcity of a particular currency is develloping, the Fund may so inform members 
and may issue a report setting forth the causes of the scarcity and containing 
recommendations designed to bring it to an end. A representative of the member 
whose currency is involved shall participate in the preparation of the report. 

Section 2. Measures to replenish the Fund's holdings of scarce curren­
cies.-The Fund may, if it deems such action appropriate to replenish its holdings 
of any member's currency, take either or both of the following steps: 

(i) Propose to the member that, on terms and conditions agreed between 
the Fund and the member, the latter lend its currency to the Fund 
or that, with the approval of the member, the Fund borrow such 
currency from some other source either within or O'Utside the terri­
tories of the member, but no member shall be under any obligation 
to make such loans to the Fund or to approV'e the borrowing of its 
currency by the Fund from any other source. 

(ii) Require the member to sell its currency to the Fund for gold. 

Section 3. Scarcity of the Fund's holdings.-(a) If it becomes evident to 
the Fund that the demand for a member's currency seriously threatens the Fund's 
ability to supply that currency, the Fund, whether or not it has issued a report 

• under Section 1 of th.is Article, shall formally declare such currency scarce and 
shall thenceforth apportion its existing and accruing supply of the scarce currency 
with due regard' to the relative needs of members, the general international 
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economic situation, and any other pertinent considerations. The Fund shall 
also issue a report concerning its action. 

(b) A formal declaration under (a) above shall operate as an authorization 
to any member, after consultation with the Fund, temporarily to impose limita­
tions on the freedom o'l: exchange operations in the scarce currency. Subject to 
the provisioDJS of Article IV, Sections 3 and 4, the member shall have complete 
jurisdiction in determining the nature of such limitations, but they shall be no 
more restrictive than is necessary to limit the demand for the scarce currency 
to the supply held by, or accruing to. the member in question; and they shall be 
relaxed and removed as rapidly :is conditions permit. 

(c) The authorization under (b) above shall expire whenever the Fund 
formally declares the currency iJ1 question to be no longer scarce. 

Section 4. Administration of restrictions.-Any member imposing restric­
tions in respect of the currency of any other member pursuant to the provisions 
of Section 3(b) ot tn1s Article shall give sympathetic consideration to, any re­
presentations by the other member regarding the administration of such restric­
tions. 

Section 5. EfYect of other international agreements on restrictions.-Mem­
bers agree not to invoke the obligati,ons of any engagements entered into with 
other members prior to this Agreement in such a manner as will prevent the 
operation of the provisions of this Article. 

ARTICLE VIII 

General Obligations of Members 

Section I. lntroduction.-In addition to the obltgations assumed under 
other articles of this Agreement, each member undertakes the obligations set out 
in this Article. 

Section 2. Avoidance of restrict ions on current payments.-(a) Subject to 
the provisions of Article VII, Section 3 (b), and Article XIV, Section 2, no 
member shall, without the approval o'f the Fund, impose restrictions on the 
making of payments and transfers for current international transactions. 

(b) Exchange contracts which involve the currency of any member and 
which are contrary to the exchange control regulations of that member main­
tained or imposed consistently with this Agreement ~h:ill be unenforceable in 
the territories of any member. In addition, members may, by mutual accord, 
co-operate in measures for the purpose of making the exchange control regula­
tions of either member more effective, provided that such measures and regula­
tions are consistent with this Agreement. 

Section 3. f\voidance of discriminatory currency nractices.-No member 
shall engage ini or permit any of its fiscal agencies referred to in Artide V, 
Section 1, to engage in, any discrin1inatory currency arrangements or multiple 
currency practices except as autbori~ed under this Agreement or approved by 
the Fund. If such arrangements and practices are engaged in at the date when 
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this Agreement enters into force the member concerned shall consult with the 
Fund as to their progressive removal unless they are maintained or imposed 
under Article XIV, Section 2, in which cfil'ie the provisions of Section 4 of that 
Article shall apply. 

Section 4. Convertibility of foreign held balances.-(a) Each member shall 
buy balances of its currency he;ld by another member if the latter, in requesting 
the purchase, represents 

(i) that the balances to be bought have been recently acquired as a 
result of current transactions; or 

(ii) that their conversion is needed for making payments for current 
transactions . 

The buying member shall have the option to pay either in the ciurrency of 
the member making the request or in gold. 

(b) The obligation in (a) above shall not apply 
(i) when the convertibility of the. balances has been restricted consistently 

with Section 2 of this Article, or Article VI, Section 3; or 
(ii) when the balances have accumulated as a result of transactions effected 

before the removal by a member of restrictions maintained or imposed 
under Article XIV, Section 2; or 

(iii) when the balances have been acquired contrary to the exchange reg­
ulations of the member which is asked to buy them; or 

(iv) when the currency of the member requesting the purchase has been 
declared scarce under Article VII, Section 3(a); or 

(v) when the member requested to make the purchase is for any reason 
not entitle.ct to buy cun-encies of other members from the Fund for its 
own currency. 

Section 5. Furnishing of information.-(a) The Fund may require members 
to furnish it with such information as i.t deen1s neoessary for its operations, in­
cluding, as the minimum necessary for the effective discharge of the Fund's duties, 
national data on the following matters: 

(i) Official holdings at home and abroad, of (1) gold, (2) foreign exchange. 
(ii) Holdings at home and abroad by banking and financial agencies, other 

than official agencies, of (1) gold, (2) foreign exchange . 
(iii) Production of gold. 
(iv) Gold exports and imports according to countries of destination and 

origin . 
(v) Total exports and imports o'f merchandise, in terms of l'ocal currency 

values, according to countries of destination and origin . 
(vi) International balance of payments, including (1) trade in goods and 

services, (2) gold transactions, (3) known capital transactions, and 
(4) other items. 

(vii) International investment position, i.e. investments within the territories 
of the member owned abroad and investments abroad owned by per­
sons in its territories so far as it is possible to furnish this infonnation. 
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(viii) 
(ix) 

(x) 
(xi) 

(xii) 
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National income. 
Price indices, i.e., indices of commodity prices in wholesale and retail 
markets and of export and in1port prices. 
buying and selling rates for 'foreign currencies. 
Exchange controls, i.e. a comprehensive \Statement of exchange con­
trols in effect at the time of assuming mernhership in the Fund and 
detaiJs of subsequent chan~es as they occur. 
\\"here official clearing arrangements exist, d-::tails of amounts await­
ing clearance in respect of commercial and financial transactions, and 
of the length of time during which 15uch arrears have been outstanding. 

(b) In requesting infornnticn the Fund shall take into consideration the 
varying ability of members to furnish the data requested. Members shall be 

• 

under no obligation to furnish information in such detail that the affairs of , 
individuals or corporations are disclosed. Members under.take, however, to 
furnish the desired in.formation in as detailed and accurate a manner as is 
practicable, and, so far as possible, to avoid mere estimates. 

(c) The Fund may arrange to obtain further information by agreement with 
membe1~s. h shall act as a centre for the collection and exchange of information 
on monetary and hn:mcial problems. thus facilitating t!1e rreparation of studies 
designed to assist members in developing policies which further the purposes of 
the Fund. 

Section 6. Consultation between members regarding existing international 
agreements - Where uuc!cr this Agreement a member is authorised in the special 
or temporary circumstances specified in the A~reement to maintain oir establish 
restrictions on exchange transactions, und there ::re other engagements between 
members entered into prior to this A~r emcnt whi:::h conflict with the application 
of such restrictions, the parties to such engagements will consult with one another 
with a view to making such mutually acceptable adjustments as may be necessary. 
The provisions of this Article shall be without prejudice to the operation of 
Article VII, Section 5. 

ARTICLE IX 

Status, Immunities and Privileges 

Section 1. Purposes of Article. - To enable the Fund to fulfil the 
functions with which it is entrusted, the status, imrnt nitics and privileges set forth 
in this Article shall be accorded t!o the Fund in the territories of each member. • 

Section 2. Status of the Fund.-The Food shall possess full juridical per-
_onality, and particular, the capacity 

(i) to contract; 
(ii) to acquire aud dispose of immovable and mO\ able prop;!rty; 

(iii) to institute legal proceedings. 

Section 3. Immunity from judicial process.-The Fund, its property and its 
assets, wherever located and by whomsoever held, shall enjoy immunity from 
every form of judicial procass except to the extent that it expressly waives its 
immunity for the purpJse of any proceedings or by the terms of any contract. 

• 
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Section 4. Immunity from other action.-Property and assets of the Fund, 
wherever located and by whomsoever held, shall be immune from search, requisi­
tion, confiscation, expropriation or any other form of seizure by executive or 
legislative actiQil. 

Section 5. Immunity of archives:-The archives of the Fund shall be inviol­
able. 

Section 6. Freedom of assets from restrictions.-To the extent necessary to 
carry out the operations provided for in ,this Agreement, all property and assets 
of the Fund shall be free 'from restrictions, regulations, controls and moratoria of 
any natUI'e. 

Section 7. Privilege for communications.-The official commurucations of 
the Fund shall be accorded by members the same treatment as the official com­
munications of other members. 

Section 8. Immunities and privileges of officers and employees.- All 
governors, executive directors, alternates, officers and employees, of the Fund 

(i) shall be inunune from legal process with respect to acts performed by 
them in their official capacity except when the Fund waives this 
immunity; 

(ii) not being local na>tionals, shall be grnrn~ed tlte same immunities from 
immigration restrictions, alien registration requirements and national 
service obligaLions and tihe s•ame facilities as rcga.ros exchange 
restrictions as are accorded by members to the representatives, officials, 
and employees of comparable rank of other members; 

(iii) .shall be granted the same treatment in r spcct of travelling facilities 
.is is accord d by members to representatives, officials and employees 
of comparable rank of other members. 

Section 9. Immunities from taxation.-(a) The Fund, its assets, property, 
income a,nd. its oiperations anJ transactions authorised by tlhi.3 Agirecrnent, shall 
oe immune from all taxation and from all customs duties. The Fund shall also 
be immune from liabiJity for the collection or payment of any tax or duty. 

(b) No tax shall be levied on or in respect of salaries and emoluments 
paid by the Fund to executi'Ve directors, alternates, officers or employees of the 
Fund who are not local citizens, local subjects, or other local nationals. 

(c) No taxation of any kind shall be levied on any obligation or security 
issued by the Fund, including any dividend or interest thereon, by whomsoever 
held 

(i) which discriminates against such obligation or security solely because 
of its origin; or 

(ii) if the sole jurisdictional basis for such taxation is the place or currency 
in which it is issued, made payable or paid, or th1e location of any 
office or place of busiue.ss maintained by the Fund. 
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Section 10. Application of Article.-Each member shall take such action as 
is necessary in its own territories for the purpose of making effective in terms of 
its own law the principles set forth m this Article and shall inform the Fund 
o'f the detailed action which it has taken. 

ARTICLE X. 

Relations with Other Intemational Organisations 
The Fund shall co-operate within the terms of this Agreement with any 

general international organisation and with public international organisations hav­
ing specialized responsibilities in related fields. Any arrangements for such 
co-operation which would involve a modification of any provision of this Agree­
ment may be ~fie.cted only after amendment to this Agreement under Article 
XVII. 

ARTICLE XI 

Relations with Non-member Countries 

Section 1. Undertakings regarding relations with non-member countries.­
Each member undertakes: 

(i) Not to engage in , nor permit any of its fiscal agencies referred to in 
Article V, Section 1, to engage in, any transactions with a non-

• 

membt!r or with persons in a non-member's territoriies which would • 
be contrary to the provisions of this Agreement or the purposes of 
the Fund; 

(ii) Not to co-OJPCrate with a non-member or with persons in a non- mem­
ber's territories in practices which would be contrary to the provisions 
of this Agreement or the purposes of the Fund; and 

(iii) To co-operate with the Fund with a view to the application in its 
territories of appropriate measures to prevent transactions with non­
members or with persons in their territorie,s which would be contrary 
to the provisions of this Agreement or the purposes of the Fund. 

Section 2. Restrictions on transactions with non-member countries-Nothing 
in this Agreement shall affect the right o'f any member to impose restrictions on 
exchange transactions with non-members or with persons in their territories unless 
the Fund finds that such restrictions prejudice the interests of members and are 
contrary to the purposes of the Fund. 

ARTICLE XIl 

Organisation and Management 

Section 1. Structure of the Fund. - The Fund shall have a Board of Gov­
ernors, Executive Directo;rs. a Managing Director, and a staff. 

Section 2. Board of Governors.-(a) All powers of the Fund shall be 
vested in the Board of Governors consisting of one governor and one alternate 
appointed by each member in such manner as it may determine. Each governor 

• 

• 

• 

• 

and each alternate shall ~rve for five years, subject to the pleasure of the member • 
appointing him, and may be reappointed. No alternate may vote except in the 
absence of his principal. The Board shall select one of the governors as chairman. 
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( b) The Board of Governors may delegate to the Executive Directors 
authority -to exercise any powers of the Board, except the power to: 

(i) Admit new members and determine the conditions of their admission. 

(ii) A pp rove a revision of quotas. 

(iii) Approve a uniform change in the par value of the currencies of all 
members. 

(iv) Make arrangements to co-0perate with other international organisa­
tions ( other than informal arrangements of a temporary or adminis­
trative character). 

(v) Determine the distributiOn of the net income of the Fund. 

(vi) Require a member to withdraw. 

(vii) Decide to liquidate the Fund. 

(viii) Decide appeals from interpretations of this agreement given by the 
Executive Directors. 

( c) The Board of Governors shall hold an annual meeting and such other 
meetin~s as may be provided for by the Board or called by the Executive 
Directors. Meetings of the Board shall be called by the Directors whenever re­
quested by five members or by members having one-quarter of the total voting 
power. 

(d) A quorum for any meeting of the Board of Governors shall be a 
majority of the governors exercising not less than two-thirds of the total voting 
power. 

( e) Bach governor shall be entitled to cast the number of votes allotted 
under SectiC'll 5 of this Article to the member appointing hi.m. 

(f) The Board of Governors may by regulation establish a procedure 
whereby the Executive Directors, when they deem such action to be in the best 
interests of the Fund may obtain a vote of the governors on a specific question 
without calling a meeting of the Board. 

(g) The Board of Governors allld the Executive Directors to the extent 
authorised, may adopt such rules and regulations as may be necessary or 
appropriate to conduct the business of the Fund . 

(h) Governors and alternates shall serve as such without compensation from 
the Fund, but the Fund shall pay them reasonable expenses incurr~d in attending 
meetings . 

(i) The Board of Govern ors ,shall determine the remuneration to be paid 
to the Executive Directors and the salary and terms of the contract of service of 
the Managing Director . 

Sectio[l 3. Execu\tive Directors.-(a) The Executive Directors shall be 
responsible for the conduct of the general operations of the Fund, and for this 
rurpose shall exercise all the powers delegated 'to them by It.he Board of 
Governors. 
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(b) There shall be not less than twelve directors who need not be governors, 
and of whom 

(i) five shall be appointed by the five members having the largest quotas; 
(ii) not more than two shall be appointed when the provisions of (c) 

below apply; 
(iii) five shall be elected by the members not entitled to appoint directors, 

other than the American Republics; and 

(iv) two shall be elected by the American Republics not entitled to appoint 
directors. 

For the purposes of this paragraph, members means governments of countries 
whose names are set forth in Schedule A, whether they become members in 
accordance with Article XX or in accordance with Article II, Section 2. When 
governments of other countries become rnernber:s, the Board of Governors may, 
by a four-fifths majority of the total voting power, increase the number of 
directors to be elected. 

( c) If, at the second regular election of directors and thereafter. the mem­
bers entitled to appoint directors under (b) (i) above do not include the two 
members, the holdings of whose currencies by the Fund have been, on the average 
over the preceding two years, reduced below their quotas by the largest absolute 
amounts in terms of gold as a common denominator, either one or both of such 
members, as the case may be, shall be entitled to appoint a director. 

(d) Subject to Article XX, Section 3(b) elections of elective directors shall 
be conducted at intervals of two years in accordance with the provisions of 
Schedule C, supplemented by such regulations as the Fund deems appropriate. 
Whenever the Board of Governors increases the number of directors to be elected 
under (b) above, it shall issue regulations making appropriate changes in the 
proportion of votes required to elect directors under the provisions of Schedule C. 

(e) Each director shall appoint an alternate with full power to act for him 
when he is not present. When the directors appointing them are present, alter­
nates may participate in meetings but may not vote. 

(f) Directors shall continue i111 office until their successors are appointed or 
elected. If the office of an elected director becomes vacant more than ninety 
days before the end of his term, another director shall be elected for the remainder 
of the term by the members who elected the former director . A majority of the 
votes cast shall be required for election. While the office remains vacant, the 
,:lternate of the former director shall exercise his powers, except that of appoint­
ing an alternate. 

(g) The Executive Directors shall function in continuous session at the 
principal office of the Fund and shall meet as often as the business of the Fund 
may require. 

(h) A quomm for any meeting of the Executive Directors shall be a majority 
of the directors representing not less than one-half of the voting power. 

( i) Each appointed director ,sha11 be entitled to cast the number of votes 
allotted under Section 5 of this Article to the member appointing him. Each 

• 
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elected director shall be entitled to cast the number of votes which counted towards 
his election. When the provisions of Section 5(b) of this Article are applicable, 
the votes which a director would otherwise be entitled to cast shall be increased 
or decreased correspondingly. All the votes which a director is entitled to cast 
shall be cast as a unit. 

(j) The Board of Governors shall adopt regulations under which ,a member 
not entitled to appoint a director under (b) above may send a representative to 
attend any meeting of the Executive Directors when a request made by, or a 
matter particularly ,affecting, that member is under consideration . 

(k) The Executive Directors may appoint isuch committees as they deem 
advisable. Membership of committees need not be limited to governors or 
directors or their alternates . 

Section 4. Managing Director and staff.-(a) The Exiecutive Directors shall 
select a Managing Director who shall not be a governor or run executive director. 
The Managing Director shall be chairman of the Executive Directors, but shall 
have no vote except a deciding vote in case of an equal division . He may 
participate in meetings of the Board of Governors, but shall not vote at such 
meetings. The Ma111aging Director shall cease to hold office when the Executive 
Directors so decide. 

(b) The Managing Director shall be chief of the operating staff of the Fund 
and shall conduct, under the direction of the Executive Directors, the ordinary 
business of the Fund. Subject to the general control of the Executive Directors, 

• he shall be responsible for the organization, appointment and dismissal of the 
staff of the Fund. 

" 

• 

• 

( c) The Managing Director and the staff of the Fund, in the discharge of 
their functions, shall owe their duty entirely to the Fund and to no other authority. 
Each member of the Fund shall respect the international character of this duty 
and shall refrain from all attempts to influence any of the staff in the discharge of 
his functionJS. 

( d) In appointing the staff the Managing Director shall, subject to the 
paramount importance of securing the highest standards of efficiency and of 
technical competence, pay due regard to the importance of recruiting personnel 
on as wide a geographical basis as possible. 

Section 5. Voting.-(a) Each member shall have two hundred fifty votes plus one 
additional vote for each part of its quota equivalent to one hundred thousand 
United States dollars. 

(b) Whenever voting is required under Article V, Section 4 or 5, each 
member shall have the number of votes to which it is entitled under (a) above, 
adjusted 

(i) by the addition of one vote for the equivalent of each four 
hundred thousand United States dollars of net sales of its currency 
up to the date when the vote is taken, or 
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(ii) by ,the subtraction of one vote for the equivalent of each four 
hundred thousand United States dollars of its net purchases of the 
currencies of other members up to the date when the vote is taken; 

provided, that neither net purchases nor net sales shall be deemed at any time to 
exceed an amount equal to the quota of the member involved. 

(c) For the purpose of ,all computations under this Section, United States 
dollars shall be deemed to be of the weight and fineness in effect on July 1, 1944, 
adjusted for any uniform change under Article IV, Section 7, if a waiver is made 
under Section 8 ( d) of that Article. 

(d) Except as otherwise specifically provided, all decisions of the Fund shall 
be made by a majority of the votes cast. 
Section 6. Distribution of net incom~(a) The Board' of Governors shall deter­
mine annually what part of the Fund's net income shall be placed to reserve and 
what part, if any, shall be distributed. 

(b) If any distribution is made, there shall first be distributed a two per cent 
non-<:umulative payment to each member on the ,amount by which seventy-five 
per cent of its quota exceeded the Fund's average holdings of its currency durinfl 
that year. The balance shall be paid to all membens in proportion to their 
quotas. Payments to each member shall be made in its own currency. 

" 

• 

Section 7. Publication of reports-(a) The Fund shall publish an annual t 
report containing an audited statement of i:ts accounts, and shall issue, at intervals 
of three months or less a summary statement o'f. its transactions and its holdings 
of gold and currencies of members. 

(b) The Fund may publish such other reports as it deems desirable for 
carrying out its purposes. 

Section 8. Communication of views t'o members.- The Fund shall at all 
times have the right to communicate its views informally to any member on any 
matter arising under this Agreement. The Fund may, by a two-thirds majority 
of the total voting power, decide to publish a report made to a member regarding 
its monetary or economic conditions and developments which directly tend to 
produce a serious disequilibrium in the international balance of payments of 
members. ll the member is not entitled to appoint an executive director, it shaJl 
be entitled to representation in accordance with Section 3(j) of this Article. The 
Fund shall not publish a report involving changes in the fundamental structure of 
the economic organisation of members. • 

ARTICLE XIlI 

Offices and Depositories • 

Section 1. Location of Offices.-The principal office of the Fund shall be 
located in the territory of the member having the largest quota, and agencies or • 
branch offices may be established in the territories of other members. 

Section 2. Depo5itories-(a) Each member country shall designate its central 
bank as a depository for all the Fund's holdings of its currency, or if it has no 
central bank it shall designate such other institution as may be acceptable to tho 
Fund. 
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(b) The Fund may hold other assets, including gold, in the depositories 
designated by the five members having the largest quotas and in such other 
designated depositories as the Fund may select. Initially, at leas~ one-half of the 
holdings of the Fund shall be held in the depository designated by the member 
in whose territories the Fund has its principal office and at least forty per cent 
shall be held in the depositories designated by the remaining four members r~ 
ferred to above. However, all transfers of gold by the Fund shall be made with 
due regard to the cost of transport and anticipated requirements of the Fund. In 
an emergency the Executive Directors may tranisfer all or any part of the Fund's 
gold holdings to any place where they can be adequately protected. 

Section 3. Guarantee of the Fund's assets.-Each member guarantees all 
assets of the Fund against loss resulting from failure or default on the part of the 
depository designated by it. 

ARTICLE XIV 

Transitional Period 

Section 1. Introduction. - The Fund is not intended to provide facilities 
for relief or reconstruction or to deal with international indebtedness arising out 
of the war. 

Section 2. Exchange restrictions - In the post-war transitional period 
members may, notwithstanding the provisions of any other articles of this Agree­
ment, maintain and adapt to changing circumstances ( and, in the case of memben, 
whose territories have been occupied by the enemy, introduce where necessary) 
restrictioos on payments and transfers for current international transactions. 
Members shall, however, have continuous regard in their foreign exchange policies 
to the purposes of the Fund; and, as soon as conditions permit, they shall take 
all possible measures to develop such commercial and financial arrang~_ments with 
other members ais will facilitate international payments and the maintenance of 
exchange stability. In particular, members shall withdraw restrictions maintained 
or imposed under this Section as soon as they are satisfied that they will be able, 
in the absence of such restrictions to settle their balance of payments in a manner 
which will not unduly eneumber their access to the resources of the Fund. 

Section 3. Notification to the Fund.-Each member shall notify the Fund 
before it becomes eligible under Article XX, Section 4(c) or (d), to buy currency 
from the Fund, whether it intends to avail itself of the transitional arrangements 
in Section 2 of this Article, or whether it is prepared to accept ·the obligations of 
Article VIII, Sev~ons 2, 3, and 4. A member availing itself of the transitional 
arrangements shall notify the Fund as soon thereafter as it is prepared to accept 
the abovementioned obligations. 

Section 4. Action of the Fund relating to restrictions.-Not later than three 
years after the date on which the Fund begins operations and in each year 
thereafter, the Fund shall report on the restrictions ,still in force under Section 2 
of this Article. Five years after the date on which the Fund begins operations, 
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and in each year thereafter, any member still retaining any restrictions inconsistent 
with Article Vlll, Sections 2, 3, or 4, shall consult the Fund as to their further 
retention. The l<und may, lf it deems isuch action necessary in exceptional 
circumstances, make representations to any member that conditions are favourable 
for the withdrawal of any particular restriction, or for the general abandonment 
of restricuons, inconsistent with the provisions of any other article of this Agree­
ment. The member shall be given a suitable time to reply to such representauons. 
If the Fund finds that the member persists in maintaining restrictions which are 
inconsistent with the purposes of the Fund, the member shall be subject to 
Article XV, Section 2(a). 

Section 5. Nature of transitional period.-;In its relations with members, the 
Fund shall recqgnise that the post-war transitional period will be one of change 
and adjustment and in making decisions on requests occasioned thereby which 
are presented by any member it shall give the member the benefit of any reason­
able doubt. 

ARTICLE XV 

Withdrawal from Membership 

Section 1. Right of members to withdraw. - Any member may withdraw 
from the Fund at any time by transmitting a notice in writing to the Fund at it,s 
principal office. Withdrawai shall become efiective on the date such notice is 
received. 

Section 2. Compulsiory withdrawal.-(a) If a member fails to fulfil any of 
its obligations under this Agreement, the Fund may declare the member ineligible 
to use the resources of the Fund. Nothing in this Section shall be deemed to 
limit the provisions of Article IV, Section 6, Article V, Section 5, or Article VI, 
Section 1. 

(b) If, after the expiration of a reasonable period the member persists in 
its failure to fulfil any of its obli.gations under this Agreement, or a difference 
between a member and the Fund under Article IV, Section 6, continues that 
member may be required to withdraw from membership in the Fund by a 
decision of the Board of Governors carried by a majority of the governors 
representing a majority of the total voting power. 

( c) Regulations shall be adopted to ensure that before action is taken 
against any member under (a) or (b) above, the member shall be informed in 
reasonable time of the complaint against it and given an adequate opportunity 
for stating its case, both orally and in writing. 

Section 3. Settlement of accounts with membeI1S withdrawing.-When a 
member withdraws from the Fund, normal transactions of the Fund in its currency 
shall cease and settlement of all accounts between it and the Fund shall be made 
with reasooable despatch by agreement betweeen it and the Fund. If aiz.reement 
is not reached promptly, the prov1sions of Schedule D shall appl)' to the 
~ettlement of accounts. 
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ARTICLE XVI 

Emergency Provisions 

Section 1. Temporary suspension. - (a) In the event of an emergency or 
the development of unforeseen circumstances threatening the operations of the 
Fund, the Executive Directors by unanimous vote may suspend for a period of 
not more than one hundred twenty days the operation of 3ny of the following 
provisions: 

(i) Article JV, Sections 3 and 4(b). 
(ii) Article V, Sections 2, 3, 7, 8(a) and (f) . 

(iii) Article VI, Section 2. 

(iv) Article XI, Section 1. 

(b) Simultaneously with any decision to suspend the operation of any ot 
the foregoing provisions, the Executive Directors shall call a meeting of the 
Bo3rd of Governors for the earliest practicable date. 

( c) The Executive Directors may not extend any suspension beyond one 
hundred twenty days. Such sUppension may be extended, however, for an 
additional period of not more than two hundred forty days, if the Board ot 
Governors by a four-fifths majority of the total voting power so decides, but it 
may not be further extended except by amendment of this Agreement pursuant 
to Article XVII. 

(d) The Executive Directors may, by a majority of the total voting power, 
terminate such sus_pension at any time . 

Section 2. Liquidation of the Fund.-(a) The Fund may not be liquidated 
except by decision of the Board of Governors. In an emergency, if the Executive 
Directors decide that liquidation of the Fund may be necessary, they may 
temporarily suspend all transactions, pending decision by the Board. 

(b) l'f the Board of Governors decides to liquidate the Fund, the Fund shall 
forthwith cease to engage in any activities except those incidental to the orderly 
collection and liquidation of its assets and the settlement of its liabilities, and all 
obligations of members under this Agreement shall cease except those set out in 
this Article, in Article XVIII, paragraph (c), in Schedule D, paragraph 7, anci 
in Schedule E. 

( c) Liquidation shall be administered in accordance with the provisioos of 
Schedule E. 

ARTICLE XVII 

Amendments 

(a) Any proposal to introduce modificatio11p in this Agreement, whether 
emanating from a member, a governor or the Executive Directors, shall be 
commu_~cated to the Chairman of the Board of Governors who shall bring the 
proposal before the Board. ff th'e proposed amendment is approved by the 
Board the Fund shall, by circular letter or telegram, ask all members whether 
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they accept the proposed amendment. When three-fifths of the members, having 
four-fifths of the total voting power, have accepted the proposed amendment, the 
Fund shall certify the fact hy a formal communication addressed to all members. 

(b) Notwithstanding (a) above, acceptance by all members is required in 
the cage of any amoodment modifying 

(i) the right to withdraw from the Fund (Article XV, Section 1); 
(ii ) the provision that no change in a member's quota shall be made with­

out its consent ( Article Ill, Section 2) ; 

(iii) the provision that no change may be made in the par value of a 
member's currency except on the proposal of that member (Article IV, 
Section 5 (b) ) . 

(c) Amendments shall enter into force for all members three months 
after the dute: of the formal communication unless a shorter period is specified in 
the circular letter or telegram. 

ARTICLE xvm 

Interpretation 

(a) Any question of interpretation of the provisions of this Agreement aris­
ing between any 1member and the Fund or between any members of the Fund shall 
be submitted to the Executive Directors for their decision. If the question par­
ticularly affects any member not entitled to appoint an executive directo1 it shall 
be entitled to representation in accordance with Article XII, Section 3 (j). 

( b) ln any case where the Executive Directors have given a decision under 
(a) above, any member may require that the question be referred to the Board 
of Governors, whose decision shall be final. Pending the result of the reference 
to the Board the Fund may, so far as it deems necessary, act. on the basis of the 
decision of the Executive Directors. 

(c ) Whenever a disagreement arises between the Fund and a member which 
has withdrawn, or between the Fund and any member during liquidation of the 
Fund, such disagreement shall be submitted to arbitration by a tribunal of three 
arbitrators, one appointed by the Fund, another by the member or withdrawing 
member and an umpire who, unless the parties otherwise agree, shall be appointed 
by the President of the Permanent 'Court of International Justice or such other 
authority as may have been prescribed by regulation adopted by the Fund. The 
umpire shall have full power to settle all questions of procedure in any case where 
the parties are in disagreement with respect thereto. 

ARTICLE XIX 

Explanation of Terms 

In interpreting che provisions of this Agreement the Fund and its members 
shall be guided by the following: 
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(a) A member's monetary reserves means its net official holdings of gold, 
of convertible currencies of other members, and of the currencies of such non­
members as the Fund may specify. 

(b) The official holdings of a member means central holdings (that is, the 
holdings of its Treasury, central bank, stabilization fund, or similar fiscal agency) . 

( c) The holdings of other official institutions or other banks within its terri­
tories may, in any particular case, be deemed by the Fund, after consultation with 
the member, to be official holdings to the extent that they are ,substantially in 
excess of working balances; provided that for the purpose of determining whether, 
in a particular case, holdings are in excess of working balances, there shall be de­
ducted from such holdings amount<; of currency due to official institutions and 
banks in the territories of memt,er,s or non-members specified under (d) below . 

(d) A member's holdings of convertible currencies means its holdings of 
the currencies of other members which are not availing themselves of the tran-· 
sitiona1 -arrangements under Article XIV, Section 2, together with its holdings of 
the currencies of such noo-members as the Fund may from time to time specify. 
The term currency for this purpose includes without limitation coins, paper money, 
bank balances, bank acceptances, and government obligations issued with a 
maturity not exceeding twelve months. 

( e) A member's monetary reserves shall be calculated by deducting from its 
central holdings the currency liabilities to the Treasuries, central banks, stabiliza­
tion funds, or similar fiscal agencies of other members or non-members specified 
under ( d) above, together with similar liabilities to other official institutions and 
other banks in. the territories of members, or non-members specified under (d) 
above. To these net holdings shall be added the sums deemed to be official 
holdings of other official institutions and other banks under ( c) above. 

(f) The Fund's holdings of -the currency of a member shall include any 
securities accepted by the Fund under Article III, Section 5. 

(g) The Fund, after consultation with a member which is availing itself of 
the transitional arrangements under Article XIV, Section 2, may deem holdings 
of the currency of that member which carry specified rights of conver.sion into 
another currency or into gold to 'be holdings of convertible currency for the pur­
pose of the calculation of monetary reserves. 

(h) For the purpose of calculating gold subscriptions under Article m, 
Section 3, a member's net official holdings of gold and United States dollars shall 
coosist of its official holdings of gold and United States currency after deducting 
central holdings of its currency by other countries an'd holdings of its currency by 
other official institutions and other 'hanks if these holdings carry specified rights 
of conversion into gold or United States currency. 

(i) Payments for current transactions ,means payments which are not for 
the purpose of transferring capital, and includes, without limitation : 

( 1) All payments due in connection with foreign trade, other current busin­
ess, including services, and nonnal short-tenn banking and credit 
facilities ; 



'2 l4 No. 2] THE LAWS OF GUYANA [A.D. 1966 

(2) Payments due as interest on loans and as net income from other invest­
ments; 

(3) Payments of moderate amount for amortization of loans or for depre­
ciation of direct investments; 

( 4) Moderate remittances for family living expenses. 

The Fund may, after consultation with the members concerned, determine 
whether certain specific transactions are to be considered current transactions or 
capital transactions. 

ARTICLE XX 

Final Provisions 

Section 1. Entry into force. -This agreement shall enter into force when 
it has been signed on behalf of governments having sixty-five percent of the total 
of the quotas set forth in Schedule A and when the instrumentc; referred to i.n 
Section 2(a) of this Article have been deposited on their behalf, but in no event 
shall thi!1 Agreement enter into force before May 1, 1945. 

Section 2. Signature.-(a) Each government on whose behalf this Agree­
ment is signed shall deposit with the Government of the United States of 
America an instrument setting forth that it has accepted this Agreement in accord­
ance witbt its law and has taken all steps necessary to enable it to carry out all 
of its obligations under this Agreement. 

(b) Each government shall become a member of the Fund as from the date 
of the deposit on its behalf of the instrument referred to in (a) above, except that 
no government shall become a member before this Agreement enters into force 
under Section 1 of this Article. 

(c) The Government of the United States of America shall inform the 
governments of all countries whose names are set forth in Schedule A, and all 
~ovemments whose membership is approved in accordance with Article JI, 
Section 2, of all signatures of this Agreement and of the deposit of all instru­
ments referred to in (a) above. 

( d) At the time this Agreement is signed on its behalf, each government 
shall transmit to the Government of the United States of America one one-hun­
dredth of one percent of its total subscriptions in gold or United States dollars for 
the purpose of meeting admi111istrative expenses of the Fund. The Government 
of the United States of America shall hold such funds in a special deposit account 
and shall transmit them to the Board of Governors of the Fund when the initial 
meeting has been called under Section 3 of this Article. H this Agreement has 
not come into force by December 31, 1945, the Government o'f the United States 
of America shall return such funds to the governments that transmitted them. 

(e) This Agreement shall remain open for signature at Washington on be­
half of the gover:1;:nents of the countries whose names are set forth in Schedule A. 
until December 31, 1945. 
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(f) After December 31, 1945, this Agreement shall be open for signature on 
behalf of the government of any country whose membership has been approved 
in accordance with Article II, Section 2. 

(g) By their ignature of this Agreement, all governments accept it both on 
their own behalf and in respect of all their colonies, overseas territories, all terri­
tories under their protection, suzerainty, or authority and all territories in respect 
of which they exercise a mandate. 

(h) In the case of governments whose metropolitan territories have been 
under enemy occupation, the depcsit of the instrument referred to in (a) above 
may be delayed until one hundred eight days after th~ d'ate on which these 
territories have been liberated. If, however, it is not deposited by any such 
government before the ,expiration of this period the signature affixed on behalf 
of that governme t shall become void and the portion of its subscription paid 
under (d) above sha11 be returned to it. 

(i) Paragraphs (d) and (h) shall come into force with regard to each sig­
natory government as from the date of its signature. 

Section 3. Inauguration of the Fund.-(a) As soon as this Agreement 
enters into force u1nder Section 1 of this Article, each member shall appoint a 
governor and the member having the largest quota shall call the first meeting of 
the Board of Governors. 

(b) At the first meeting of the Board of Governors, arrangements shall be 
made for the selection of provisional executive directors. The governments of 
the five countries for which the largest quotas are set forth in Schedule A shall 
appoint provisiolllal executive directors. If one or more of such governments 
have not become members, the executive directorships they would be entitled to 
fill shall remain vacant until they become members, or until January 1, 1946, 
whichever is the earlier. Seven provisional executive directors shall be elected 
in accordance with the provisions of Sch~dule C and shall remain in office until 
the date of the first regular election of executive directors which shall be held as 
sooo as practicable after January 1, 1946. 

( c) The Board of Governors may delegate to the provisional executive 
directors any powers except those which may not be delegated to the Executive 
Directors . 

Section 4. Initial determination of par values.-(a) When the Fund is of the 
opinion that it will shortly be in a position to begin exchange transactions, it shall 
so notify the membe11s a111d shall request each member to communicate within 
thirty days the par value of its currency based on the rates of exchange prevailing 
on the sixtieth day before the entry into force of this Agreement. No member 
whose metropolitan territory has been occupied by the enemy shall be required to 
make such a communication while that territory is a theater of major hostilities 
or for such period thereafter as the Fund may 'determine. When such a member 
communicates the par value of itls currency the provisions of (d) below shall 
apply. 
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(b) The par value communicated by a member whose metropolitan territory 
has not been occupied by the enemy shall be the par value of that member's cur­
rency for the purposes of this Agreement unless, within ninety days after the re­
quest referred to in (a) above has been received, (i) the member notifies the 
Fund that it regards the par value as unsatisfactory, or (ii) the Fund 111otifie(9 the 
member that in its opinion the par value cannot be maintained without causing 
recourse to the Fund on the part of that member or others on a scale prejudicial 
to the Fund and to members. When notification i.~ given under (i) or (ii) above, 
the Fund and tht? member shall, within a period determined by the Fund in the 
light of all relevant circumstances, agree upon a suitable par value for that cur­
rency. H the Fund and the member do not agree within the period so determined, 
the member shall be deemed to have withdrawn from the Fund on the date when 
the period expires. 

( c) When the par value of a member's currency hais been established under 
(b) above, either by the expiration of ninety days without notification, or by 
agreement after notification, the member shall be eligible to buy from the Fund 
the currencies of other members to the full extent permitted in this Agreement, 
provided that the Fund has begun exchange transactions. 

(d) In the case of a member whose metropolitan territory has been occupied 
by the enemy, the provisions of (b) above shall apply, subject to the following 
modifications:-

(i) The µeriod of ninety days ,shall be extended so as to end on a date to 
be fixed by agreement between the Fund and the member. 

(ii) Within the extended period the member may, if the Fund has begun 
exchange transactions, buy from the Fund with its currency the cur­
rencies of other members, but only under such conditions and in such 
amounts as may be prescribed by the Fund. 

(iii) At any time before the date fixed under (i) above, changes may be 
made by agreement with the Fund in the par value communicated 
under (a) above. 

(e) If a member whose metropolitan territory has been occupied by the 
enemy adopts a new monetary unit before the date to be fixed under (d) (i) 
above, the par value fixed by that member for the new unit !Shall be communicated 
to the Fund and the provisions of (d) above, shall apply. 

(f) Changes in par values agreed with the Fund under this Section shall not 
be taken into account in determining whether a proposed change falls within (i) , 
(ii), or (iii) of Article IV, Section 5(c). 

(g) A member communicating to the Fund a par value for the currency of 
its metropolitan territory shall simultaneously communicate a value, in terms of 
that currency, for each separate currency, where such exists, in the territories in 
respect of which it has accepted this Agreement under Section 2(g) of this Article, 
but no member shall be required to make a communication for the separate cur­
rency of a territory which has been occupied by the enemy while that territory is 
a theater of major hostilities or for such period thereafter as the Fund may deter­
mine. On the basis of the par value so communicated, the Fund shall compute 
the par value of each separate currency. A communication or notification to the 
Fund ooder (a) , (b) or (d) above regarding the par value of a currency, shall 
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also be deemed, unless the contrary is stated, to be a communication or notifica­
tion regarding the par value of all the sepa:rate currencies referred to above. Any 
member may, however, make a c~mmunication or notification relating to the 
metropolitan or any of the separate currencies alone. If the member does so, the 
provisionis of the preceding paragraphs (including (d) above, if a territory where 
a separate currency exists has been occupied by the enemy) shall apply to each of 
these currencies separately. 

(h) The Fund shall begin exchange transactions at such date as it may de­
termine after members having sixty-five percent of the total of the quotas set forth 
in Schedule A have become eligible in accordance with the preceding paragraphs 
of this Section, to purchase the currencies of other members, but in no event until 
after major hostilities in Europe have ceased. 

(i) The Fund may postpone exchange t11ansactions with any member if its 
circumstanceiS are such that, in the opinion of the Fund, they would lead to use of 
the resources of the Fund in a manner contrary to the purposes of this Agreement 
ur prejudicial to the Fund or the members . 

(j) The par values of the currencies of governments which indicate their 
desire to become members after Decembea:- 31, 1945, shall be determined in 
accordance with the provisions of Article II, Section 2. 

Done at Washington in a isingle copy which shall remain deposited in the 
archives of the Gover0iment of the United States of America, which shall transmit 
certified copies to all governments whose names are set forth in Schedule A and 
to all governments whose member~hip is approved in accordance with Article II, 
Section 2. 

SCHEDULE A 

Quotas 

[In millions of United States dollars] 

Australia 200 Egypt 45 
Belgium 225 El Salvador 2.5 
Bolivia 10 Ethiopia 6 
Brazil 150 France 450 
Canada 300 Greece 4 
Chile 50 Guatemala 5 
China 550 Haiti 5 
Colombia 50 Honduras 2.5 
Costa Rica 5 Iceland 1 
Cuba 50 India 400 
Czechoslovakia 125 Iran 25 
Denmark (1) Iraq 8 
Dominican Republic 5 Liberia .5 
Ecuador 5 Luxembourg 10 
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Mexico 90 Union of South 
Netherlands 275 Africa 100 New Zealand 50 Union of Soviet Socialist Nicaragua 2 Republics 1,200 orway 50 
Panama .5 United Kingdom .. 1,300 
Paraguay 2 United States .. 2,750 
Peru 25 Uruguay 15 
Philippine Venezuela 15 
Commonwealth 15 Yugoslavia 60 
Poland 125 Total 8,80\J 

1 The quota of Denmark shall be determined by the Fund after the Danish 
Government hap declared its readiness to sign this Agreement but before signature 
takes place. 

SCHEDULE B 

Provisions with Respect to Repurchase by a Member of Its 

Currency Held by the Fund 

1. In determining the ext nt to which repurchase of a member's currency 
frQm the Fund under Article V, Section 7 ( b), shall be made with each type of 
monetary reserve, that is, with gold and with each convertible currency, the fol­
lowing rule, subject to 2 below, shall apply: 

(a) If the member's monet-ary reserves have not increased during the year, 
the amount payable to the Fund shall be distributed among all types of 
reserves in proportion to the member's holdings thereof at the end of 
the year. 

(b) if the Member's monetary reserves have incre~sed during the year, a 
part of the amount payable to the Fund equal to one-half of the increase 
shall be distributed amoni:, those types of reserves which have increased 
in proportion to the amount by which each of them has increased. The 
remainder of the sum payable to the Fun shall be distributed among 
all types of reserves in proportion to the member's remaining holdings 
thereof. 

( c) if after all the repurchases required under Article V, Section 7 ( b), had 
been made, the result would exceed any of the limits specified in Article 
V, Section 7 ( c), the Fund shall require such repurchases to be made by 
the members proportionately in such manner that the limits will not 
be exceeded. 

2. The Fund shall not acquire the currency of any non-member under 
Article V, Section 7 (b), and ( c). 

3. In calcuJ.ating monetary reserves and the increase in monetary reserves 
during any year for the purpose of Article V, Section 7 (b) and ( c), no account 
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currency previously inconvertible having become convertible during the year; 
or to holdings which are the proceeds of a long-term or medium-term loan 
contracted during the year; or to holdings which have been transferred or set 
aside for repayment of a loan during the subsequent year. 

4. In the case of members whose metropolitan territories have been occupied 
by the enemy, gold newly produced during the five yf;al1S after the entry into force 
of this Agreement from mines located within their metropolitan territories shall 
not be included in computations of their monetary reserve,s or of increases in their 
monetary reserves. 

SCHEDlJLE C 

Election of Executive Directors 

1. The election of the elective executive directms shall be by ballot of 
the governors eligible to vote under Article XII, Section 3(b) (iii) and (iv). 

2. In balloting for the five directors to be elected under Article XII, Section 
3 (b) (iii), each of the governors eligible to vote shall cast for one person all of 
the votes to which he is entitled u.nder Article XII, Section 5(a). The five per­
sons receiving the greatest number of votes shall be directors, provided that no 
person who received less than nineteen percent of the total number of votes that 
can be cast (eligible votes) shall be coDiSidered elected. 

3. When five persons are not elected on the first ballot, a second ballot 
shall be held :ill1 which the person who received the lowest number of votes shall 
be ineligible for election and in which there shall vote only (a) those governors 
who voted in the first ballot for a person not elected, and (b) those governors 
whose votes for a person elected are deemed under 4 below, to have raised the 
votes cast for that person above twenty percent of the eligible votes. 

4. !111 determining whether the votes cast by a governor are to be deemed 
to have raised the total of any person above twenty percent of the eligible votes 
the twenty percent shall be deemed to include, first the vote..s of the governor cast­
ing the largest number of votes for such person, •then the votes of the governor 
casting the next largest number, and so on, until twenty percent is reached . 

5. Any governor part of whose votes must be counted in order to raise the 
total of any person above nineteen percent shall be considered as casting all of hi~ 
votes for such person even if the total votes for such person thereby exceed 
twenty percent. 

6. H, after the second ballot, five persons have not been elected, further 
ballots shall be held on the same principles until five persons have been elected, 
provided that after four pevsons are elected, the fifth may be elected by a simple 
majority of the remaining votes and shall be deemed to have been elected •by all 
such votes. 
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7. The directors to be elected by the American Republics under Article XII, 
Section 3 (b) (iv) shall be elected as follows: 

(a) Each of the directors shall be elected separately. 

(b) In the election of the first director, each governor representing an 
American Republic eligible to participate in the election shall cast for 
one person all the voteis to which he is entitled. The person receiving 
the largest number of votes shall be elected provided that he has received 
not less than forty-five percent of the total votes. 

( c) If no person is elected on the first ballot, further ballots shall be held, in 
each of which the person receiving the lowest number of votes shall be 
eliminated, until one person receives a number of votes sufficient for 
election under (b) above. 

(d) Governors whose votes contributed to the election of the first director 
shall take no part in the election of the second director. 

( e) Persons who did not succeed in the first election shall not be ineligible 
for election as the second director. 

(f) A majority of the votes which can be cast shall be required for election 
of the second director. If at the first ballot no person receives a 
majority, further ballots shall be held in each of which the person re­
ceiving the lowest number of votes shall be eliminated, until some 
person obtains a majority. 

(g) The second director shall be deemed to have been elected by all the 
votes which could have been cast in the ballot securing his election. 

SCHEDULED 

Settlement of Accounts with Members Withdrawing 

l. The Fund shall be obligated to pay to a member withdrawing an amount 
equal to its quota, plus any other aimounts due to it from the Fund, less any 
amounts due to the Fund, including charges accruing after the date of its with­
drawal; but no payment shall be made until six months after the date of with­
drawal. Payments shall be made in the currency of the withdrawing member. 

2. If the Fund's holdings of the currency of the withdrawin,g member are 
not sufficient to pay the net amount due from the Fund, the balance shall be paid 
in gold, or in such other manner as may be agreed. If the Fund and the with­
drawing member do not reach agreement within six months of the date of with­
drawal, the currency in question held by the Fund shall be paid forthwilth to the 
withdrawing meimber. Any balance due shall be paid in ten half-yearly instal­
ments during the ensuing five years. Each such instalment shall be paid, at th~ 
option of the Fund, either in the currency of the withdrawing member acquired 
after its withdrawal or by the delivery of gold. 
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3. If the Fund fails to meet any instalment which is due in accordance with 
the preceding paragraphs, the withdrawing member shall be entitled to require 
the Fund to pay the instalment in any currency held by the Fund with the excep­
tion of any currency which has been declared scarce under Article VII, Section 3. --

4. If the Fund's holdings of the currency of a withdrawing member exceed 
the amount due to it, and if agreement oo the method of settling accounts· is not 
reached within six months of the date of withdrawal, the fom1er member shall be 
obligated to redeem such excess currency in gold or, at its option, in the currencies 
of members which at the time of redemption are convertible. Redemption shall 
be made at the parity existing at the time of withdrawal from the Fund'. The 
withdrawing member sha11 complete redemption within five years of the date ot 
withdrawal, or within such longer period as may be fixed by the Fund, but shall 
not be required to redeem i,n any half-yearly oeriod more than one-tenth 0'f the 
Fund'.s excess holdings of its currency at the date of withdrawal plus fu rther ac­
quisitions of the currency during such half-yearly period. If the withdrawin!! 
member does not fulfil this obligation. the Fund mav in an orderly manner liqui­
date in any market the amount of currency which should have been redeemed. 

5. Any member desiring to obtain the currency of a member which has 
withdraW111 shall acquire it by purchase from the Fund, to the extent that such 
member bas access to the resources of the Fund and that such currency is avail­
able under 4 above. 

6. The withdrawing member guarantees the unrestricted use at all times of 
the currency disposed of under 4 and 5 above for the purchase of goods or for 
payment of sums due 10 it or to persons within its territories. It shall compen­
sate the Fund for any loss resulting from the 'difference between the par value of 
its currency on the date of withdrawal and the value realized by the Fund on 
disposal under 4 and 5 above. 

7. In the event of the Fund going into liquidation under Article XVI, 
Section 2, within six months of the date on which the member withdraws, the 
account between the Fund and that government shall be settled in accordance 
with Article XVI, Section 2, and Schedule E. 

SCHEDULE E 

Administration of Liquidation 

1. In the event of liquidation the liabilities of the Fund other than the 
repayment of subscriptions shall have priority in the distribution of the assets of 
the Fund. In meeting each such liability the Fund shall use its assets in the 
following order : 

(a) the currency in which the liability is payable; 

(b) gold; 

~c) all other currencies in proportion, so far as may be practicable, to 
the quotas of the members. 
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2. After the discharge of the Fund's liabilities in accordance with 1 above, 
the balance of the Fund's assets shall be distributed and apportiooed as follows: 

(a) The Fund shall distribute its holdings of gold among the members 
whose currencies are held by the Fund in amounts less than their 
quotas. These members shall share the gold so distributed in the 
proportions of the amounts by which their quotas exceed the Fund's 
holdings of their currencies. 

(b) The Fund shall distribute to each member one-half the Fund's 
holdings of its currency but such distribution shall not exceed fifty 
percent of its quota. 

( c) The Fund shall apportion the remainder of its holdings of each 
currency among all the members in proportion to the amouillts due 
to f.'lch member after the distributions under (a) and (b) above. 

3. Each member shall redeem the holdings of its currency apporthned to 
other members under 2 ( c) above, and shall agree with the Fund within three 
months after a decision to liquidate upon oo orderly procedure for such redemp­
tion. 

4. If a member has not reached agreement with the Fund within the three­
month period referred to in 3 above, the Fund shall use the currencies of other 
members apportioned to that member under 2(c) above to redeem the currency 
of that member apportioned to other members. Each currency apportio10ed to a 
member which has not reached agreement shall be used, so far as possible, to 
redeem its currency apportioned to the members which have made agreements 
with the Fund under 3 above. 

5. If a member has reached agreement with the Fund in accordance with 
3 above, the Fund shall use the currencies of other members apportioned to that 
member under 2(c) above to redeem the curroocy of that member apportioned to 
other members which have made agreements with the Fund under 3 above. Each 
amount so redeemed shall be redeemed in the currency of the member to which 
it was apportioned. 

6. After carrying out the preceding paragraphs, the Fund shall pay to each 
member the remaining currencies held for its account. 

7. Each member whose currency has been distributed to other members 
ulllder 6 above shall redeem such currency in gold or, at its option, in the currency 
of the member re•questing redemption, or in such other manner as may be agreed 
between them. If the members involved do not otherwise agree, the member 
obligated to redeem shall complete redemption within five years of the date of 
distribution, but shall not be required to redeem in any half-yearly period more 
than one-tenth of the amount distributed to each other member. If the member 
does not fulfil this obligation, the amount of currency which should have beeo 
redeemed may be liquidated in an orderly manner in any market. 

" 

• 

• 

• 

• 

• 
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8. Each member whose currency has been distributed to other members 
under 6 above guarantees the unrestricted use of such currency at all times for the 
purchase of goods or for payment of sums due to it or to persons in its territories. 

or Each member so obligated agrees to compensate other members for any loss 
resulting from the difference between the par value of its currency on the date of 
the decision to liquidate the Fund and the value realised by such members on 
disposal of its currency. 

• 

• 

• 

• 
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Currency held by the Fund. 
Election of Executive Directors 
Settlement of Accounts with Members Withdrawing 
Administration of Liquidation 

SECOND SCHEDULE 
ext of Articles of Agre~ment of the International Bank. ror Reconstruction and 

Development 
The Governments on whuse behalf the present Agreement is signed agree as 

.. 

• 

follows : • 

INTRODUCTO . ARTICLE 

The International Bank for Reconstruction and Development is established 
and shall operate in accordance with the following provisions : 

ARTICLE I 

Purposes 
The purposes of the Bank are : 

(1) o assist in the reconstruction and development of territories of 
members by facili aung the Investment 01 capital for productive pur­
pose,s, including the restorauon of economies destroyed or disrupted by 
war, the r conversion of producuve iac1ht1es to peacetime needs and 
the encouragement of the development oJ: producuve facilities and 
resources in less developed countnes. 

(ii) To promote private foreign investment by means of guarantees or 
participations ill loans and other investments made by private investors; 
and when privaJe capital is not avauable on reasonable terms, to sup­
plement pnvate investment by providing, ou suitable conditions, finance 
for productive purposes out of its own capital, funds raised by it and 
its other resources. 

(iii) 1o promote the long-range balanced growth of international trade and 
the maintenance of equilibrium in balances of payments by encouraging 
illternational investment for the development of the productive re­
sources of members, thereby assisting ill raising pr~µuctivity, the 
standard of living and conditions of labour in their territories. 

(iv) To arrange the loans made or guaranteed by it in relation to inter­
national loans through other channels so that the more useful and 
urgent projects, large and small alike, will be dealt with first. 

( v) To conduct its operations with due regard to the effect of international 
investment on business conditions in the territories of members and, in 
the immediate post-war years, to assist in bringing about a smooth 
transition from a wartime to a peacetime economy. 

The Bank shall be guided in all its decisions by the purposes set forth above. 

• 
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• ARTICLE Il 

4 

Membership in and Capital of the Bank 

Section 1. Membership 
(a) The original members of the Bank shall be those members of the 

International Monetary Fund which accept memberiship in the Bank before the 
date specified in Article XI, Section 2 ( e). 

(b) Membership shall be open to other members of the Fund, at such times 
• and in accordance with such terms as may be prescribed by the Bank. 

Section 2. Authorised Capital 
.. (a) The authorised capital stock of the Bank shall be $10,000,000,000 in 

terms of United States dollars of the weight and fineneiss in effect on July 1, 1944. 
The capital stock shall be divided into 100,000 shares having a par value of 
$100,000 each, which shall be available for subscription only by members. 

(b) The capital stock may be increased when the Bank deems it advisable 
by a three-fourths majority of the total voting power. 

Section 3. Subscription of Shares 
(a) Each member shall subscribe shares of the capital stock of the Bank. 

The minimum J:!UIDber o1 share6 to be subscnbed by the yngruaJ members so.all 
be those set forth in Schedule A. The minimum number of shares to be sub­
scribed by other members shall be determined by the Bank, which shall reserve 
a sufficient portion of its capital s.tock for subsc .i.ptlon by :,uc meilloers. 

(b) The Bank shall prescribe rules laying down the conditions under which 
members may subscribe shares of the authonscd capital stock of the Bank in 
addition to their minimum subscriptions. 

(c) If the authorised capital stock of the Bank is increased, each member 
shall have a reasooable opportunity to subscribe, under such conditions as the 
Bank shall decide, a proportion of the increase of stock equivalent to the propor­
tion which its stock theretofore subscribed bears to the total capital stock of the 
Bank, but no member shall be obligated to subscribe any part of the increased 
capital. 

Section 4. Issue price of :shares 
Shares included in the ~ subscriptions of original members shall be 

issued at par. Other shares shall be issued at par unless the Bank by a majority 
of the total voting power decidc;s in special circumstances to issue them on other 
terms. 

Section 5. Division and calls of subscribed capital 
The subscription of each member shall be divided into two parts as follows : 
(i) twenty percent shall be paid or subject to call under Section 7 (i) of 

this Article as needed by the Bank for its operations; 
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(ii) the remaining eighty per cent shall be subject to call by the Bank only 
when required to meet obligations of the Bank created under Article IV, 
Sections l(a) (ii) and (iii). 

Calls on unpaid subscriptions shall be uniform on all shares. 

Section 6. Limitation on liability 

Liability on shares shall be limited to the unpaid portion of the issue price 
of the shares. 

Section 7. Method of payment of subscriptions for shares 

Payment of subscriptions :llor shares shall be made in gold or United Stat~ 
dollars and in the currencies of the members as follows: 

( i) under Section 5 ( i) of this Article, two per cent of the price of each 
share shall be payable in gold or United States dollars, and, when calls 
are made, the remaining eighteen per cent shall be paid in the currency' 
of the member; 

(ii) when a call is made under Section 5 (ii) of this Article, payment may 
be made at the option of the member either in gold, illl United States 
dollars or in the currency required to discharge the obligations of the 
Bank for the purpose for which the call is made; 

(iii) when a member makes payments in any currency under (i) and (ii) 
above, •such payments shall be made in amounts equal in value to the 
member's liability under the call. This liability shall be a proportion­
ate part of the subscribed capital stock of the Bank as authorised and 
defined in Section 2 of this Article. 

Section 8. Time of payment of subscriptions 

(a) The two per cent payable on each share in gold or United States dollars 
under Section 7(i) of this Article shall be paia within sixty days of the date on 
which the Bank begins operations, provided that 

(i) any original member of the Bank whose metropolitan territory has 
suffered from enemy occupation or hostilities during the present war 
shall be granted the right to postpone payment of one-half per cent until 
five years after that date; 

(1i) an original member who cannot make such a payment because it has 
not recovered possession of its gold reserves which are still seized or 
immobilized as a result of the war may postpone all payment until such 
date as the Bank shall decide. 

(b) The remainder of the price of each share payable under Section 7(i) of 
this Article ishall be paid as and when called by the Bank, provided that 

(i) the Bank shall, within one year of its beginning operations, call not 
less than eight percent of the price of the share in addition to the; 
payment of two percent referred to in (a) above; 

• 

• 

.. 



• 

• 

-' 
• 

A.D. 1966] INTERNATIONAL FINANCIAL ORGANISATIONS [No. 2 229 

(ii) not more than five percent of the price of the share shall be called in 
any period of three months. 

Section 9. Maintenance of value of certain currency holdings of the Banlc 

(a) Whenever (i) the par value of a member's currency ~s reduced, or (ii) 
the foreign exchange value of a member's currency has, in the opinion of the 
Bank, depreciated to a significant extent within that member's territories, the 
member shall pay to the Bank within a reasonable time an additional amount of 
its own currency sufficient to maintain the value, as of the time of initial sub­
scription, of the amount of the currency of such member which is held by the Bank 
and derived from currency originally paid in to the Bank by the Member under 
Article II, Section 7 (i) from currency referred to in Article IV, Section 2 (b), or 
from any additional currency furnished under the provisions of the present para­
graph, and which has not been repurchased by the member for gold or for the 
currency of any member which is acceptable to the Bank. 

(b) Whenever the par value of a member·s currency is increased, the 
Bank shall return to such member within a reasonable time an amount of that 
mmnber's currency equal to the increase in the value of the amount of such 
currency described in (a) above. 

(c) The provisions of the preceding paragraphs may be waived by the 
Bank when a 'llniform proportronate change in the par values of the currencies 
of all its members is made by the International Monetary Fund. 

Section 10. Restriction on disposal of shares 

Shares shall not be pleuged or encumbered m any manner whatever and 
they shall be tral]f;ferable only to the Bank. 

ARTICLE ID 

General Provisions Relating to Loans and Guarantees 

Section 1. Use of resources 

(a) The resources and the facilitids of the Bank shall be used exclusively 
for the benefit of members with equitable consideration to projects 'for develDp­
ment and projects for reconstruction alike . 

(b) For the purpose of facilitating the restoration and rec;:gnstruction of 
the economy of members whose metropolitan territories have suffered great 
devastation from enemy occupation or host ilities, the Bank, in determining 
the conditions and terms of loans made to such membetis, shall pay special regard 
to lightening the financial burden and expediting the completion of such restfora­
tion and reconstruction. 

Section 2'. Dealings between members and the Bank 

Each member shall deal with the Bank only through its Treasury, central 
bank, stabilization fund or other similar fiscal agency, and the Bank shall deal 
with members only by or through the -same agencies. 
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Section 3. Limitations on guarantees and borrowings of the Bank 

The total amount outstanding of guarantees, participations in loans and 
direct loans made by the Bank shall not be increased at any time, if by such 
increase the total would exceed one hundred percent of the unimpaired sub­
scribed capital, reserves and surplus of the Bank. 

Section 4. Conditions on which the Bank may guarantee or make loans 

The Bank may guarantee, participate in , or make Joans to any member or 
any political sub-division thereof and any business, industrial and agricultural 
enterprise in the territories of a member, suhject to the following conditions : 

(i) When the member in whose territories the project is located is not 
itself the borrower. the member or the central bank or some com­
parable agency of the member which is acceptable to the Bank, fully 
guarantees the repayment of the principal and the payment of interest 
and other charges on the Joan. 

(ii) The Bank is satisfied that in the prevailing market conditions the 
borrower would be unable otherwise to obtain the loan under condi­
tions whiah in the opinion of the Bank are reasonable for the 
borrower. 

(iiii) A competent committee, as provided for in Article V, Section 7, 
has submitted a written report recommending the project after a 
careful study of the merits of the proposal. 

(iv) Jn the opinion of the Bank the rate of intere t and other charges are 
reasonable and such rate, charges and the schedule for repayment 
of principal are appropriate to the project. 

(v) In making or guaranteeing a loan, the Bank shall pay du'e regard 
to the pn,spects that the borrower. and, if the borrower is not a 
member, that the guarantor, will be in position to meet its obligations 
under the loan; and the Bank shall act prudently in the interests 
both of the particular member in whose territorieJs the project is 
located and of the members as a whole. 

(vi) In guaranteeing a loan made by other investors, the Bank receives 
suitable compensation for its risk. 

.. 

.. 

.. 

(vii) Loans made or guaranteed by the Bank shall, except in special cir- • 
cumstances, be for the purpose of specific pro1ects of reconstruction 
or development. 

Section 5. Use of loans guaranteed, participated in or made by the Bank 

(a) The Bank shall impooe no conditions that the proceeds of a loan shall 
be spent in the territories of any particular member or members. 

(b) The Bank shall make arrangements to ensure that the proceeds of any 
loan are used only for the purposes for which the loan was granted, with due 
attention to considerations of economy and efficiency and without regard to 
political or other non-economic influences or considerations. 

.. 

• 
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(c) In the case of loans made by the Bank, it shall open an account in the 
name of the borrower and the amount of the loan shall be credited to this 
account in the currency or currencies in which the loan is made. The borrower 
shall be permitted by the Bank to draw on this account only to meet expenses 
in connection with the project as they are actually incurred. 

Section 6. Loans to the International Finance Corporation. 

(a) The Bank may make, participate in, or guarantee loans to the Inter­
national Finance Corporation, an affiliate of the Bank, for use in its lending 
operations. The total ,amount outstanding of such loans, participations and 
guarantees shall not be increased if, at the time or as a result thereof, the aggregate 
amount of debt (including the guarantee of any debt) incurred by the said Cor­
poration from any source ,and then outstanding shall exceed an amount equal to 
four times its unimpaired subscribed capital and surplus. 

(b) The provisions of Article III, Sections 4 and 5 (c) and of Article IV, 
Section 3 shall not apply to loans, participations and guarantees authorised by this 
Section. 

ARTICLE IV 

Operations 

Section 1. Methods of making or facilitating loans 

(a) The Bank may make or facilitate loans which satisfy the general condi­
tions of Article III in any of the following ways : 

(i) By makjng or participating in direct loans out of its own funds 
corresponding to its unimpaired paid-up capital and surplus and, 
subject to Section 6 of this Article, to its reserves. 

(ii) By making or participating in direct loans out of funds raised in the 
market of a member, or otherwise borrowed by the Bank. 

(iiD By guaranteeing j,n whole or in n::i.rt loans made by private investors 
through the usual investment channels. 

(b) The Banlc may borrow funds under (a) (ii) above or guarantee Joans 
under (a) (iii) above only with the approval of the member in whose markets 
the funds are raised and the member in whose currency the loan is denominated, 
nnd only if those members agree that the proceeds may be exchanged for the 
currency of any other member without restriction. 

Section 2. Availability and transferability of currencies 

(a) Currencies paid into the Bank under Article II, Section 7(i), shall be 
loaned only with the approval in each case of the member whose currency is 
involved; provided, however, that if necessary, after the Bank's subscrilbed 
capital has been entirely called, such currencies shall, without restriction by 
the members whose currencies are offered, be used or exchanged for the cur­
rencies required to meet contractual payments of interest. other charges or 
amortization on the Bank's own borrowings, or to meet the Bank's liabilities 
with respect to such contractual payments on loans guaranteed by the Bank. 
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(b) Currencies received by the Bank from borrowers or guarantors in pay­
ment on account of principal of direct loans made with currencies referred to 
in (a) above shall be exchanged for the currencies of other members or reloaned 
only with the approval in each case of the members whose currencies are involved; 
provided, however, that if neces.5ary, after the Bank's subscribed capital has 
been entirely called, such currencies shall, without restriction by the members 
whose currencies are offered, be used or exchanged for the currencies required 
to meet contractual payments of interest, other charges or amortization on the 
Bank's own borrowings, or to meet the Bank's liabilities with respect to such 
contractual payments on loans guaranteed by the Bank. 

(c) Currencies received by the Bank from borrowers or guarantors in pay­
ment on account of principal of direct loans made by the Bank under Section 
l(a) (ii) of this Article, shall be held and used, without restriction by the mem­
bers, to make amortization payments, or to anticipate payment of or repurchase 
part or all of the Bank's own obligations. 

(d) All other currencies available to the Bank, including those raic;ed in 
the market or otherwise borrowed under Section l(a) (ii) of this Article, those 
obtained by the sale of gold, those received as payments of interest and other 
charges for direct loons made under Section l(a) (i) and (ii), and those received 
as payments of commissions and other charges under Section l(a) (ill), shall 
be used or exchanged for other currencies or gold required in the operations 
of the Bank without restriction by the members whose currencies are offered. 

( e) Currencies raised in the markets of members by borrowers on loans 
guaranteed by the Bank under Section 1 (a) (iii) of this Article, shall also be 
used or exchanged for other currencies without restriction by such members. 

Section 3. Provision of currencies for direct loans 

The following provisions shall apply to direct loans under Sections 1 (a) (i) 
and (ii) of this Article: 

(a) The Bank ,shall furnish the borrower with such currencies of 
members, other than the member in whose territories the project 
is located, as are needed by the borrower for expenditures to be 
made in the territories of such other members to carry out the 
purposes of the loan. 

(b) The Bank may. in exceptional circumstances when local currency 
required for the purposes of the loan cannot be raised by the 
borrower on reasonable terms, provide the borrower as part of the 
loan with an appropriate amount of that currency. 

( c) The Bank, if the project gives rise indirectly to an increased need 
for foreign exchange by the member in whose territories the 
project is located, may in exceptional circumstances provide the 
borrower as part of the loan with an appropriate amount of gold 
or foreign exchange not in excess of the borrower's local expendi­
ture in connection with the purposes of the loan. 

• 

.. 

• 

• 
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(d) The Bank may, in exceptional circumstances, at the request of a 
member in whose territories a portion of the loan ts spent, 
repurchase w:i.th gold or foreign exchange a part of that member's 
currency thus spent but in no case shall the pa1t so repurchased 
exceed the amount by which the expenditure of the loan in those 
territories gives rise to an increased need for foreign exchange. 

Section 4. Payment provisions for direct loans 

• Loan contracts under Section 1 (a) (i) or (ii) of this Article shall be made 

.. 

• 

• 

.. 

.. 

m accordance with the following payment provisions: 

(a) The terms and conditions of interest and amortization payments, 
maturity and dates of payment of each loan shall be determined 
by the Bank. The Bank shall also determine the rate and any 
other terms and conditioDiS of commission to be charged in con­
nection with such loan. 

In the case of loans made under Section 1 (a) (ii) of this Article during the 
first ten years of the Bank'.s operations, this rate of commission shall be not less 
than oi:ie per cent per annum and not greater than one and one-half per cent per 
annum, and shall be charged on the outstanding portion of any such loan. At 
the end of this period of ten years, the rate of commission may be reduced by the 
Bank with respect both to the outstanding portions of loans already made and to 
future loans, if the reserves accumulated by the Bank under Section 6 of this 
Article and out of other earnings are considered by it sufficient to justify a 
reduction. In the case of future loans the Bank shall also have discretion to 
increase the rate of commission beyond the above limit, if experience indicates 
that an increase is advisable. 

( b) All loan contracts shall ,stipulate the currency or currencies in which 
payments under the contract shall be made to the Bank. At the option of the 
borrower, however, such p~yments may be made in gold, or subject to the agree­
moot of the Bank, in the currency of a member other than that prescribed in the 
contract. 

(i) fa the case of loans made under Section 1 (a) (i) of this Article the 
loan contracts shall provide that payments to tile Bank of interest 
other charges and amortization shall be made in the currency loaned: 
unless the member whose currency is loaned agrees that such payments 
shall be made in some other specified currencv or currencies. These 
payments, subject to the provisions of Article ii, Section 9 ( c), shall be 
equivalent to the value of such contractual payments at the time the 
loans were made, in terms of a currency specified for the purpose by 
the Bank by a three-fourths majority of the total voting power. 

(ii) In the case of loans made under Section 1 (a) (ii) of this Article, the 
total amount outstanding and payable to the Bank in any one currency 
shall at no time exceed the total amount of the outstanding borrowings 
made by the Ba~k under Section l(a) (ii) and payable in the same 
currency. 
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(c) If a member suffers from an acute exchange stringency, so that the 
service of any loan, contracted by that member or guaranteed by it or by one of 
its agencies cannot be provided in the stipulated manner, the member concerned 
may apply to the Bank for a relaxation of the conditions of payment. If the 
Bank is satisfied that some relaxation is in the interests of the particular member 
and of the operations of the Bank and of its members as a whole, it may take 
action under either, or both, of the following paragraphs with respect to the 
wlwle," or part, of the annual service : 

(i) The Bank may, in its discretion, make arrangements with the member 
concerned, to accept service payments on the loan in the member's 
currency for periods not to exceed three years upon appropriate terms 
regarding the use of such currency and the maintenance of its foreign 
exchange value; and for the repurchase of such currency on appropriate 
terms. 

(ii) The Bank may modify the terms of amortization or extend the life of 
the loan, or both. 

Section 5. Guarantees 

(a) In guaranteeing a loan placed through the usual investment channels, 
the Bank shall charge a guarantee commission payable periodically on the amount 
of the loan outstanding at a rate determined by the Bank. During the first ten 
years of the Bank's operations, this rate shall be not less than one per cent per 
annum and not greater than one and one-half per cent per annum. At the end 
of this period of ten years, the rate of commission may be reduced by the Bank 
with 1espect both to the outstanding portions of loans already guaranteed ~nd to 
future loans if the reserves accumulated by the Bank under Section 6 of this 
Article and out of other earnings are considered by it sufficient to justify a re­
duction. In the case of future loans the Bank shall also have discretion to 
increase the rate of commission beyond the above limit, if experience indicates 
that an increase is advisable. 

(b) Guarantee commissions shall be paid directly to the Bank by the 
borrowtr. 

( c) Guarantees by the Bank shall provide that the Bank may terminate its 
liability with respect to interest if, upon default by the borrower and hy the 
guarantor, if any, the Bank offers to purchase, at par and interest accrued to a 
date designated in the offer, the bonds or other obligations guaranteed . 

( d) The Bank shall have power to determine any other terms and conditions 
of the guarantee. 

Section 6. Special reserve 

The amount of commissions received by the Bank under Sections 4 and 5 
of this article shall be set aside as a special reserve, which shall be kept available 
for meeting liabilities of the Bank in accordance with Section 7 of this Article. 
The special reserve shall be held in such liquid form, permitted under this Agree­
ment, as the Executive Directors may decide. 

• 

• 

• 
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Section 7. Methods of meeting liabilities of the Bank in case of defaults 

In cases of default on loans made, participated in, or guaranteed by the 
Bank: 

(a) The Bank shall make such arrangements as may be feasible to adjus~ 
the obligations under the loans, including arrangements under or analogous to 
those provided in Section 4(c) of this Article. 

(b) The payments in discharge of the Bank's liabilities on borrowings 01 

guarantees under Section l(a) (ii) and (iii) of this Article shall be charged: 

(i) first, against the special reserve provided in Section 6 of this Article. 

(ii) then, to the extent necessary and at the discretion of the Bank, against 
the other reserves, surplus and capital available to the Bank. 

( c) Whenever nect;ssary to meet contractual payments of interest, other 
charges or amortization on the Bank's own borrowings, or to meet the Bank's 
liabilities with respect to similar paymentls on loans guaranteed by it, the Bank 
may call an appropriate amount of the unpaid subscriptions of members in 
accordance with Article II, Sectioos 5 and 7. Moreover, if it believe" that a 
default may be of long duration, the Bank may call an additional amount of such 
unpaid suqscriptions not to exceed in any one year one per cent of the total 
subscriptions of the members for the following purposes: 

(i) To redeem prior to maturity, or otherwise discharge its liability on, all 
or part of the outstanding principal of any loan guaranteed by it in 
respect of which the debtor is in default. 

(ii) To repurchase, or otherwise discharge, its liability on, all or part of its 
own outstanding borrowings. 

Section 8. Miscellaneous operations 

In addition to the operations specified elsewhere in this Agreemt:nt, the 
Bank shall have the power: 

(i) 

(ii) 

(iii) 

(iv) 

To buy and sell securities it ha.s issued and to buy and sell securities 
which it has guaranteed or in which it has invested, provided that the 
Bank shall obtain the approval of the member in whose territories the 
securities are to be bought or sold . 
To guarantee securities in which it has invested for thy purpose of 
facilitating their iSale. 
To borrow the currency of any member with the approval of that 
member. 
To buy and sell such other securities as the Directors by a th·ree-fourths 
majority of the total voting power may deem proper for the investment 
of all or part of the special reserve under Section 6 of this Article. 

In exercising the powers conferred by this Section, the Bank may deal with any 
person, partnership, association, corporation or other legal entity in the territories 
of any member. 
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Section 9. Warning to be placed on securities 

Every security guaranteed or issued by the Bank shall bear on its face a 
conspicuous statement to the effect that it is not an obligation of any government 
unless expressly stated on the security. 

Section 10. Political activity prohibited 

The Bank and its officer,<: shall not interfere in the political affairs of any 
member; nor shall they be influenced in their decisions by the political character 

• 

of the member or members concerned. Only economic considerations shall be • 
relevant to their decisio.q.s, and these considerations shall be weighed impartially 
in order to achieve the purposes stated in Article I . 

ARTICLE V 

Organisation and Management 

Section 1. Structure of the Bank 

The BaJDk shall have a Board of Governors, Executive Directors, a 
President and such other officers and staff to perform such duties as the Bank 
may determine. 

Section 2. Board of Governors 

(a) All the power,s of the Bank shall be vested in the Board of Governors 
consisting of one governor and one alternate appointed by each member in such 
manner as it may determine. Each governor and each alternate sbaU serve for 
five years, subject to the pleasure of the member appointing him, and may be 
reappointed. No alternate may vote except in the absence of his principal. The 
Board shall select one of the governors as Chairman. 

(b) The Board of Governors may delegate to the Executive Directors 
authority to exercise any powers of the Board, except the power to: 

(i) Admit new members and determine the conditions of their admission; 
(ii) Increase or decrease the capital stock; 

(iii) Suspend a member; 
(iv) Decide appeals from interpretations of this Agreement given by the 

Executive Directors; 
( v) Make arrangements to cooperate with other international organisations 

( other than informal arrangements of a temporary aJDd administrative 
character); 

(vi) Decide to suspend permanently the operations of the Bank and to 
distribute its assets; 

(vii) Determine the distribution of the net income of the Bank. 

( c) The Board of Governors shall hold an annual meeting and such other 
meetings as may be provided for by the Board or called by the Executive 
Directors. Meetings of the Board shall be called by the Directors whenever 
requested by five members or by members having one-quarter of the total voting 
power. 

.. 

" 
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(d) A quorum for any meeting of the Board of Governors shall be a 
majority of the Governors, exercising not less than two-thirds of the total voting 
power 

(e) The Board of Governors may by regulation establish a procedure whereby 
the Executive Directors, when they deem such action to be in the best interests 
of the Bank, may obtain a vote of the Governors on a specific question without 
calling a meeting of the Board. 

(f) The Board of Governors, and the Executive Directors to the extent 
authorised, may adopt such rules and regulations as may be necessary or 
appropriate to conduct the business of the Bank. 

(g) Governors and alternates shall serve as such without compensation from 
the Bank, but the Bank shall pay them reasonable expenses incurred in attending 
meetings , 

(h) The Board of Governors shall determine the remuneration to be paid to 
the Executive Directors and the salary and terms of the contract of service of the 
President. 

Section 3. Voting 

(a) Each member shall have two hundred fifty votes plus one additional 
vote for each share of stock held. 

(b) Except as otherwise specifically provided, all matters befortt the Bank 
shall be decided by a majority of the votes cast . 

Section 4. Executive Directors 
(a) The Executive Directors shall be r~sponsible for the conduct of the 

general operatiO!IlS of the Bank, and for this purpose, tshall exercise all the powers 
delegated to them by the Board of Governors. 

(b) There shall be twelve Executive Dill'ectorn, who need not be governors, 
and of whom: 

(i) five shall be appointed, ooe by each of the five members having the 
largest number of shares; 

(ii) seven shall be elected according to Schedule B by all the Governors 
• other than those appointed by the five members referred to in (i) above. 

For the purpose of this paragraph, "members" means governments of countries 
whose names are ,set forth in Schedule A, whether they are original members or 

.. become members in accordance with Article II, Section 1 (b). When govern­
ments of other countries become members, the Board of Governors may, by a 
four-fifths maj.ority of the total voting power, increase the total number of directors 
by increasing the number of directors to be elected. 

Executive directors shall be appointed or elected every two years. 

( c) Each executive director shall appoint an alternate with full power to 
act for him when he is not present. When the executive directors appointing 
them are present, alternates may participate in meetings but shall not vote. 
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( d) Directors shall continue in office until their successors are appointed 
or elected. If the office of an elected director becomes vacant more than ninety 
days before the end of his term, another director shall be elected for the remainder 
of the term by the governors who elected the former director. A majority of the 
votes cast shall be required for election. While the office remains vacant, the 
alternate of the former director shall exercise his powers, except that of appoint­
ing an alternate. 

(e) The Executive Directors shall function in continuous session at the 
princi,pal office of the Bank and shall meet as often a~ the bminess of the Bank 
may require. 

(f) A quorum for any meeting of the Executive Directors shall be a majority 
of the Directors, exercising not less than one-half of the total voting power. 

(g) Each appointed director shall be entitled to cast the number of votei: 
allotted under Section 3 of this Article to the member appointing him. Each" 
elected director shall be entitled to cast the number of votes which counted toward 
his election. All the votes which a director is entitled to cast shall be cast as a 
unit. 

(h) The Board of Governors shall adopt regulations under which a member 
not entitled to appoint a director under (b) above may send a representative to 
attend any meeting of the Executive Directors whem a request made by or a 
matter particularly affecting that member is under consideration. 

(i) The Executive Directors may appoint such committees as they deem 
advisable. Membership of such committees need not be limited to governors or 
directors or their alternates. 

Section 5. President and staff 

(a) The Executive Directors shall select a President who shall not be a 
govemor or an executive director or an alternate for either. The President shall 
be Chairman of the Executive Directors, but shall have no vote except a deciding 
vote in case of an equal division. He may participate in meetings of the Board 
of Governors, but shall not vote at such meetiill!!'S. The President shall cease to 
hold office when the Executive Directors so decide. 

(b) The President shall be chief of the operating staff of the Bank and shall 
cooduct, under the direction of the Executive Directors, the ordinary business of 
the :Banlc. Subject to the general control of the Executive Directors, he shall 
be responsible for the organisation, appointment, and dismissal of the officers 
and staff. ~ 

(c) The President, officers and staff of the Bank, in the discharl!e of their 
offices, owe their duty entirely to the Bank and to no other authority. Each 
member of the Bank shall respect the international character of this duty and 
shall refrain from all attempts to influence any of them in the discharge of their 
duties. 

( d) In appointing the officers and staff the President shall, subject to the 
paramount importance of securing the highest standards of efficiency and of 

• 

.. 

r 
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technical competence, pay due regard to the importance of recruiting personnel 
on as wide a geographical basis as possible. 

Section 6. Advisory Council 

(a) There shall be an Advisory CoUJllcil of not less than seven persons 
selected by the Board of Governors including representatives of banking, com­
mercial, industrial, labour, and agricultural interests, and with as wide a national 
represantation as possible. In those fields where specialized international 
organisations exist, the members of the Council representative of those fields shall 
be selected in agreem nt wi th such organisations. The Council shall advise the 
Bank on matters of general policy. The Council shall meet annually and on such 
other occasions as the Bank may request. 

(b) Councillors shall serve for two years and may be reappointed. They 
shall be paid their reasonable expenses incurred on behalf of the Bank. 

Section 7. Loan Committees 
The committees required to report on loans under Article ill, Section 4, shall 

be appointed by the Bank. Each 1such c,oc:r.mi tee sha11 include an expert selected 
by the governor representing the member in who<;e territories the project is 
located and one or more members of the 'technical staff of the Bank. 

Section 8. Relationship to other international organisations 

(a) The Bank, within the terms of this Agreement, shall cooperate with any 
• general international organisation and with public illltemational organisations 

having specialised responsibilities in related fields. Any arrangements for such 
cooperation which would involve a modification of any provision of this Agreement 
may be effected only after arnoodment to this Agreement under Article VIII. 

• 

• 

(b) In making decisions on applications for loans or guarantees relating to 
matters directly within the competence of any international organisation of the 
types specified in the preceding paragraph and participated in primarily by 
members of the Bank, the Bank shall give consideration to the views and recom­
mendations of such organisation . 

Section 9. Location of offices 

(a) The principal office of the Bank shall be located in the territory of the 
member holding the greatest number of shares. 

(b) The Bank may establish agencies or branch offices in the territories of 
any member of the Bank. 

Section 10. Regional offices and councils 

(a) The Bank may establish regional offices and determine the location of, 
and the areas to be covered by, each regional office. 

(b) Each regional office shall be advised by a regional council representative 
of the entire area and selected in such manneT a:; the Bank may decide. 
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Section 11. Depositories 

(a) Each member shall desig111ate its central bank as a depository for all 
the Bank's holdings of its currency or, if it has no central bank, it shall designate 
such other institution as may be acceptable to the Bank. 

(b) The Bank may hold other assets, including gold, in depositories 
designated by the five members having the largest number of shares and in such 
other designated depositories as the Bank may select. Initially, at least one-half 
of the gold holdings of the Bank shall be held in the depository designated by the 
member in whose territory the Bank has its principal office, and at least fort}' 
percent shall be held in the depositories designated by the remaining four members 
referred to above, each of such depositories to hold, initially, not less than the 
amount of gold paid on the shares of the member designating: it. However, all 
transfers of gold by the Bank ,shall be made with due regard to the costs of 
transport and anticipated requirements of the Bank. In an emergency the 
Executive Directors may transfer all or any part of the Bank's gold holdings to 
any place where they can be adequately protected . 

Section 12. Form of holdings of currency 

The Bank shall accept from any member, in place of any part of the member's 
currency, paid in to the Bank under Article IT, Section 7 (i), or to meet amortiza­
tion payments oo loans made with such currency, and not needed by the Bank 
in its operations, notes or similar obligations issued by the Government of the 
member or the depository designated by such member, which shall he non­
negotiable, non-interest-bearing and payable at their par value on demand by 
credit to the account of the Bank in the designated depository. 

Section 13. Publications of reports and provision of information 

(a) The Bank shall publish an annual report containing an audited state­
ment of its accounts and shall circulate to members at intervals of three months 
or less a summary statement of its financial position and a profit and loss state­
ment showing the results of its operations. 

(b) The Bank may publish such other reports as it deems desirable to 
carry out its purposes. 

(c) Copies of all reports, statements and publications made under thi 
section shall be distributed to members. 

Section 14. Allocation of net income 

(a) The Board of Governors shall determine annually what part of the 
Bank's net income, after making provision for reserves, shall be allocated k' 
surplus and what part, if any, shall be distributed. 

(b) H any part is distributed, up to two percent non-cumulative shall be 
paid, as a first charge against the distribution for any year, to each member on 
the basis of the average amount of the loans outstanding during the year made 
under Article IV, Section 1 (a) (i), out of currency corresponding to its subscript­
ion. If two percent is paid as a first charge, any balance remaining to be distri-

.. 
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buted shall be paid to all members in proportion to their shares. Payments to each 
member shall be made in its own currency, or if that currency is not available in 
other currency acceptable to the member. If such payments are made in 

.. currencies other than the member's ow111 currency, the transfer of the currency 
and its use by the receiving member after payment shall be without restriction 
by the members. 

.. 

• 

ARTICLE VI 

Withdra\\·al an-0 Suspension of Membership: Suspension of Ope,:ations 

Section 1. Right of members to withdraw 
Any member may withdraw from the Bank at any time by transmitting a 

notice in writing to the Bank at its principal office. Withdrawal shall become 
effective Oll1 the date such notice is received. 

Section 2. Suspension of membership 
If a member fails to fulfill any of its obligations to the Bank, the Bank may 

s~pend its membership by decision ot a majority of the Governors, exercising 
a majority of the total voting power. The member so suspended shall auto­
matically cease to be a member one year from the date of its suspension unless 
a decision is taken by the same majority to restore the member to good standing. 

While under SlJiSpension, a member shall not be entitled to exercise any rights 
under this Agreement, except the right of withdrawal, but shall remain subject to 
all obligations . 

Section 3. Cessation of membership in International Monetary Fund 
Any member which ceases to be a member of the International Monetary 

Fund shall automatically cease after tQree months to be a member of the Bank 
unless the Bank by three-fourths of the total voting power has agreed to allow 
it to remain a member. 

Section 4. Settlement of accounts with governmentjS ceasing to be members 
(a) When a government ceases to be a member, it shall remain liable for its 

direct obligations to the Bank and for its contingent liabilities to the Bank so long 
as any part of the loans or guarantees contracted before it ceased to be a member 

• are outstanding; but it shall cease to incur liabilities with re,_spect to loans and 
guarantees entered into thereafter by the Bank and to share either in the income 
or the expenses of the Bank. 

(b) At the time a government ceases to be a member, the Bank shall 
arrange for the repurchase of its shares as a part of the i5ettlement of accounts 
with .such government in accordance with the provisions of (c) and (d) below. 
For this purpose the repurchase price of the shares shall be the value shown by the 
books of the Bank on the day the government ceases to be a member. 

( c) The payment for shares repurchased by the Bank under this section shall 
.. be .governed by the following conditioo.s: 

(i) Any amount due to the government for its shares shall be withheld 
so long as the government, its central bank or any of its agencies 
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remains liable, as borrower or guarantor, to the Bank and such 
amount may, at the option of the Bank, be applied on any such 
liability as it matures. No amount shall be withheld on account 
of the liability of the government resulting from its subscription 
for shares under Article II, Section 5 (ii). 1111 any event, no 
amount due to a member for i~ shares shall be paid until six months 
after the date upon which the government ceases to be a member. 

(ii) Payments for shares may be made from time to time, upon their 
surrender by the government, to the extent by which the amount 
due as the repurchase price in ( b) above exceeds the aggregate 
of liabilities oo loans and guarantees in ( c) (i) above until the 
former member has received the full repurchase price. 

(iii ) Payments shall be made in the currency of the country receiving 
payment or at the option of the Bank in gold. 

(iv) If losses are sustained by the Bank on any guarantees, participations 
in loans, or loans which were outstanding on the date when the 
government ceased to be a member, and the amount of such loss~ 
exceeds the amount of the reserve provided against losses on the date 
when the government ceased to be a member, such government 
shall be obligated to repay upon demand the amount ~y which the 
repurchase price of its shares would have beeo reduced, if the losses 
had been taken into account when the repurchase price was deter­
mined. In addition, the former member government shall remain 
liab'le on any call for unpaid subscriptions under Article il, Section 
5 (ii), to the extent that it would have been required to respond 
if the impairment of capital had occurred and the call had been 
made at the time the repurchase price of its shares was determined. 

(d) If the Bank suspendtS permanently its operations under Section 5 (b) 
of this Article, within six months of the date upon which any government ceases 
to be a member, all rights of such government shall be determined by the 
provisions of Section 5 of this Article. 

Section 5. Susperu;ion of operations and settlement of obligations 

• 

• 

(a) In an emergency the Executive Directors may suspend temporarily • 
operations in respect of new loans and guarantees pending an opportunity for 
further considerations and action by the Board of Governors. 

(b) The Bank may suspend permanently its operations ill1 rewect of new 
loans and guarantees by vote of a majority of the Governors, exercising a majority 
of the total voting power. After such suspension of operations the Bank shall 
forthwith cease all activities, except those incident to the orderly realisation, con­
servation, and preservation of its assets and settlement of its obligations. 

( c) The liability of all members for uncalled subscriptions to the capital 
stock of the Bank and in reispect of the depreciation of their own currencies shall 
continue until all claims of creditors, including all contingent claims, shall have 
been discharged. 
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( d) All creditors holding direct claims shall be paid out of the assets of the 
Bank, and then out of payments to the Bank on calls on unpaid subscriptions. 
Before making any payments to creditors holding direct claims, the Executive 
Directors shall make such arrangements as are necessary, in their judgment, to 
insure a distribution to holders of contingent claims ratably with creditors holding 
direct claims. 

(e) No distribution shall be made to members on account of their sub­
scriptions to the capital stock of the Bank until 

(i) all liabilities to creditors have been discharged or provided for, and 
(ii) a majority of the Governors, exercising a majority of the total voting 

power, have decided to make a distribution. 

(f) After a decision to make a distribution has been taken under ( e) above, 
the Executive Director1, may by a two-thirds majority vote make successive 
distributions of the assets of the Bank to members until all of the assets have been 
distributed. This distribution shall be subject to the prior settlement of all out­
standing claims of the Bank against each member. 

(g) Before any d~tribution of assets is made, the Executive Directors shall 
fix the proportionate share of each member according to the ratio of its sharehold­
ing to the total outstanding shares of the Bank. 

(h) The Executive Directors shall value the assets to be distributed as at 
the date of distribution and then proceed to distribute in the following manner: 

(i) There shall be paid to each member in its own obligations or those 
of its official agencies or legal entities within its territories, insofar 
as they are available for distribution, an amount equivalent in 
value to its proportionate share of the total amount to be distributed. 

(ii) Any balance due to a member after payment has been made under 
(i) above shall be paid, in its own currency, insofar as it is held 
by the Bank, up to an amount equivalent in value to such balance. 

(iii) Any bal~ce due to a member after payment has been made under 
(i) and (ii) above shall be paid in gold or currency acceptable to 
the member, insofar as they are held by the Bank, up to an amount 
equivalent in value to such balance. 

(iv) Any remaining assets held by the Bank after payments have been 
made to members under (i), (ii) and (iii ) above shall be distributed 
pro rata among ,the members. 

(i) Any member receiving assets distributed by the Bank in accordance with 
(h) above, shall enjoy the same rights with respect to such assets as the Bank 
enjoyed prior to their distribution . 

ARTICLE VII 

Status, Immunities and Privileges 

Section 1. Purposes of Article 

.. To enable the Bank to fulfill the functioos with which it is entrusted, the 
status, immunitie,s and privileges set forth in this Article shall be accorded to the 
Bank in the territories of each member. 
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Section 2. Status of the Bank 

The Bank shall possess full juridical personality, and, in particular the 
capacity: 

(i) to contract; 
(ii) to acquire and dispose of immovable and movable property ; 
(iii) to institute legal proceedings. 

Section 3. Position of the Bank with regard to judicial process 
Actions may be brought agai~t the Bank only in a court of competent 

jurisdiction in the territories of a member in which the Bank has an office, has 
appointed an agent for the purpose of accepting service or notice of process, or 
has issued or guaranteed securities. No actions shall, however, be brought by 
members or persons acting for or deriving claims from members. The property 
and assets of the Bank shall, wheresoever located and by whomsoever held, be 
immune fro1U all forms of seizure, attachment or execution before the delivery 
of final judgment against the Bank. 

Section 4. Immunity of assets from seizure 

Property and assets of the Bank wherever located and by whomsoever held, 
shall be immune from search, requisition, confiscation, expropriation or any 
other form of seizure by executive or legislative action. 

Section 5. Immunity of Archives 

The archives of the Bank shall be inviolable. 

Section 6. Freedom of assets from restrictions 

To the extent necessary to carry out the operations provided for in this 
Agreement and subject to the provisions of this Agreement, all property and assets 
of the Bank shall be free from restrictions, regul ations, controls and moratoria 
of any nature. 

Section 7. Privileges for communications 

The official communications of the Bank shall be accorded by each member 
the same treatment that it accords to the official communications of other 
members. 

Section 8. Immunities and privileges of officers and employees 

• 

-

All governors, executive directors, alternates, officers and employees of the • 1 

Bank 
(i) shall be immune from legal process with respect to acts perfonned 

by them in the-ir official capacity except when the Bank waives this 
immunity; 

(ii) not being local nationals, shall be accorded the same immunities from 
immigration restrictions, alien registration requirements and national 
service obligations and the same facilities as regards exchange r-estric­
tions as are accorded by members to the representatives, officials, and 
employees of comparable rank of other members; 

(iii ) shall be granted the same treatment in respect of travelling facilities as 
is accorded by members to representatives, officials and employees 
of comparable rank of other members. 

• 

.. 
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Section 9. Immunities from Taxation 
(a) The Bank, its assets, property, income and its operations and trans­

actions authorised by this Agreement, ,shall be immune from all taxation and 
from all customs duties. The Bank shall also bte immune from liability for the 
collection or payment of any tax or dnty. 

(b) No tax shall be levied on or in respect of salarie.s and emoluments pa.id 
by the Bank to executive directors, alternates, officials or employees of the Bank 
who are not local citizens, local subjects, or otheir local 1t1 ait ionals. 

(c) No taxation of any kind shall be levied on any obligation or security 
issued by the Bank (including any dividend or interest thereon) by whomsoever 
held -

(i) which discriminates against such obligation or security solely because 
it is issued by the Bank; or 

(ii) if the sole jurisdictional basis for such taxation is the place or cur­
rency in which it is issued, made payable or paid, or the location of 
any office or place of business maintained by the Bank. 

( d) No taxation of any kind shall be levied on any obligation or security 
guaranteed by the Bank (including any dividend or interest thereon) by whomso­
ever held -

(i) which discriminates against s11ch obligation or security solely because 
it is guaranteed by the Bank; or 

(ii) if the sole jurisdictional basis for such taxation is the location of any 
office or place of business maintained by the Bank. 

• Section 10. Application of Article 

• 

.. 

Each member shall take ~mch action as is necessary in its own territories for 
the ourpose of making effective in terms of its own law the principlcl; set forth 
in this Article and shaJI inform the Bank of the detailed action which it has 
taken. 

ARTICLE vm 
Amendments 

(a) Any proposal to introduce modifications in this Agreement, whether 
emanating from a member, a governor or the Execultive Directors, shall be com­
municated to the Chairman df. the Board of Governors who shall bring the pro­
posal before the Board. If the proposed amendment is approved by the Board 
the Bank shall , by circular letter or telegram, ask all members whether thev 
accept the oroposed amendment. When three-fifths of the members havint1, 
four-fifths of the total voting power, have accepred the prooosed amendments, 
the Bank shall certify the fact by formal communication addressed to all mem­
bers. 

(b) Notwithstanding (a) above, acceptance by all members is requiJ,ed in 
the case of ,any amendment modifying -

(i) the right to withdraw from the Bank provided in Article VI, Section 
1; 

(ii) the right secured by Article II, Section 3(c); 
{iii) the limitation on liability provided in Article II, Section 6. 
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(c) Amendments shall enter into force for all members three months after 
the date of the formal communication unless a shorter period i specified in the 
circular letter or telegram. 

ARTICLE IX 

Interpretation 

(a) Any 4u~suon of interpretation of the provisions o'f this Agreement 
ari~ic:g between any member and the Bank or between any membens of the Bank 
.,hall be submitted to the Executive Directors for their decisioo. If the question 
particularly affects any membe,r not entitled to appoint an executive director, 
it shall be entitled to representation in accordance with Article V, Section 4(h). 

(b) In any case where the Executive Directors have given a decision under 
(a) above, any member may require that the question be referred to the Board 
of Governors, whose decision shall be final. Pending the result of the reference 
to the Board, the Bank may, so far as it deems necessary, act on the basis of 
the decision of the Executive Directo.llS. 

( c) Whenever a disagreement arises between the Bank and a country which 
h.as ceased to be a member, or between the Bank and any member during the 
permanent suspension of the Bank, such disagreement shall be submitted to 
arbitration by a tribunal of three arbitrators, one appointed by the Bank, another 
by the country involved and an umoire who, unless the parties otherwise agree, 
shaU be appointed by the President of ,the Perm11nenlf: Conrt of Tnternational 
Justice or such other authority as may have been prescribed by regulation 
adopted by the Bank. The umpire shall have full power to ·settle aU questions 
of procedure in any case where the parties are in disagreement with respect 
thereto. 

ARTICLE X 

Approval deemed given 

Whenever the approval of any member is required before any act may be 
done by the Bank, except in Article VIII, approval shall be deemed to have 
been given unless the member presents an objection within such reasonable 
period aJS the Bank may fix in notifying the member of the proposed act. 

ARTICLE XI 

Final Provisions 

Section 1. Entry into fo~ce 
TI1is Agreement shall enter into force when it has been signed on behalf 

of governments whose minimum subscriptions comprise not less than sixty­
five percent of the total subscriptions set forth in Schedule A and when the 
instruments referred to in Section 2(a) of this Article have b'een deposited on 
their behalf, but in no event shall this Agreement enter into force before May I, 
1945. 

• 

,. 
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Section 2. Signature 
(a) Each government on whose bethal'f this Agreement is signed shall deposit 

with the Governmen t of the United States of America an instrument setting 
forth that it has accepted this Agreiement in accordance with its law and has 
taken all steps necessary to enable it to carry out all of its obligations under thi,<; 
Agreement. 

(b) Each government shall be.come a member of the Baruc as from the date 
of the deposit on its behalf of the instrument referred to in (a) above, except that 
no government shall become a member before this Agreement enters into force 
under Section 1 of this Article. 

(c) 'The Government of the United States of America shall inform the 
governments of all countries whose names are set forth in Schedule A, and all 
governments whose membership is approved in accordance with Article II, 
Section I (b), of all signatures of this Agreement and of the deposit of al1 
instruments referred to in (a) above. 

(d) At the time this Agreement is signed on its behalf, each government 
shall transmit to the Government of the United States of America one one­
hundredth of one percent of the price of each share in gold or United States 
dollars for the purpose of meeting administrative expenses of the Bank. This 
payment shall be credited on account of the payment to be made in accordance 
with Article II. Section 8(a). The Government of the United States of America 
shall hold such. funds in a special deposit account and \Shall transmit them to 
the Board of Governors of the Bank when the initral meeting has been called 
under Section 3 of this Article. If this Agreement has not come into 'force by 
December 31. 1945, the Government of the United States 1of America ishall 
return such funds to th·e governments that transmitted them . 

(e) This Agreement shall remain open for signature at Washington on 
behalf of the governments of the countries whose names are set forth in Schedule 
A. until December 31, 1945. 

(f) After December 31. 1945, this Agreiement shall be open for signature 
on behalf of the government of any country whose membership bas been ap­
proved in accordance with Article II, Section 1 (b). 

(g) By their signature of this Agreement, all governments accept it both on 
their own behalf and in respect o'f all their colonies. overseas territories. all 
territories under their protection, suzerainty, or authority and all territories in 
respect of which they exercise a mandate. 

(b) In the case of governments whose metropolitan territories have been 
under enemy occupation, the deposit of the instrument referred to in (a) above 
may be delayed' until one hundred and eighty days after the date on which 
these t'erritories have been liberated. If, however, it is not deposited by any 
such government before the expiration of this period, the signature affixed on 
behalf of that government shall become void and the portion of its subscription 
paid under (d) above shall be returned to it . 

• (i)_ Paragraphs (d) and (h) shall oome into fiorce with regard to each signa­
tory government as from the date of its signature. 

Section 3. Inauguration of the Bank 
(a) As soon as this Agreement enters into force under Section 1 of this 

Article, each member shall appoint a governor and the member to whom the 
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largest number of shares is allocated in Schedule A shall call the first meeting 
of the Board of Go\'emor~. 

(b) At the first meeting of the Boa.Af of Governors, arrangements shall be 
made for the selection of provisional executive directors. The governments of 
the five countries, to which the largest number of shares are allocated in 
Schedule A, shall appoint provisional executive director.s. If one or more of 
such governments have not become members, the executive directorships which 
they would be entitled to fill shall remain \'acant until they become members, 
or until January 1, 1946, whichever is the earlier. Seven provisional executive 
directors tshall be elected in accordance with the provisions of Schedule B and 
shall remain in office until the dare of the first regular election of executive 
directors which shall be held as soon as practicable after January 1, 1946. 

(c) The Board of Governors may delegate to the provisional executive 
directors any powers except those which may not be delegated to the Executive 
Directors. 

(d) The Bank shall notify members when it is ready to commence 
operations. 

Done at Washington, in a single copy which shall remain deposited in the 
archives of the Government of the United States o'f. America, which shall 
transmit certified copies to all governments whose names are set forth in Sche­
dule A and to all governments whose membership is approved in accordance 
with Article IT, Section l(b). 

SCHEDULE A 

Subscriptions 
(millions of dollars) (millions of dollars) 

Australia 200 India 400 
Belgium 225 Iran 24 
Bolivia 7 Iraq 6 
Brazil 105 Liberia .5 
Canada 325 Luxembourg 10 
Chile 35 Mexico 65 
China 600 Netherlands 275 
Colombia 35 New Zealand 50 
Costa Rica 2 Nicaragua .8 
Cuba 35 Norway 50 
Crechoslovakia 125 Panama .2 
Denmark • Paraguay .8 
Dominican Republic 2 Peru 17.5 
Ecuador 3.2 Philippine Commonwealth . . 15 
Egypt 40 Poland 125 
El Salvador 1 Union of South Africa 100 
Ethiopia 3 Union of Soviet Socialist 
Prance 450 Republics 1,200 
Greece 25 United Kingdom 1,300 
Guatemala 2 United States 3,175 
Haiti 2 Uruguay 10.5 
Honduras 1 Venezuela 10.5 
Iceland 1 Yugoslavia 40 

Total 9,100 

• 

• 

• 
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* The quota of Denmark shall be determined by the Bank after Denmark 
acoepts membership in acoordance with these Articles of Agreement. 

SCHEDULE B 

Election of Executive Directors 

1. The election of the elective executive directors shall be by ballot of the 
Governors eligible to vote under Article V, Section 4(b). 

2. In balloting for the e~ective executive directors, each governor eligible 
to vote shall cast for one person all of the votes to which the member appointing 
him is entitled under Section 3 of Article V. The seven persons receiving the 
greatest number of votes shall be executive diirectors, except that no person 
who receives less than fourteen per cent of the total of ,the votes which can be 
cast (eligible votes) shall be considered elected. 

3. Vvbe:n seven persons are not elected on the first ballot, a second ballot 
shall be held in which the person who received the lowest number o:f votes shall 
be ineligible for election and in which there shall vote only (a) those governors 
who voted in the first ballot for a person not elected and (b) those governors 
whose votes for a person elected are deemed under 4 below to have raised the 
votes cast for that person above fifteen percent ot the eligible votes. 

4. In determining wh.,ther the votes cast by a governor are to be deemed 
to have raised the total of any person above fifteen percent of the eligible votes, 
the fifteen percent 1sha1l be deemed to include, first, the votes ot the governor 
casting the largest number of votes for isuch persoo, then the votes of the 
governor casting the next largest number, and so on until fifteen percent is 
reached. 

5. Any governor, part of whose votes must be counted in order to raise 
the total of any person above fourteen percent shall be considered as casting 
all of his votes fo~ such person even if the total votes for such person thereby 
exceed fifteen percent. 

6. If, after the second ballot, seven periSons have not been elected, further 
ballots shall be held on the same principles until seven persons have been 
elected, provided that after six persons are elected, the seventh may be elected 
by a simple majority of the remaining votes and shall be deemed tlo have ooeri 
elected by all such votes. 

THIRD SCHEDULE 

The Governmen~ on whose behalf this Agreement is signed agree as follows: 

INTRODUCTORY ARTICLE 

THE INTERNATIONAL FINANCE CORPORATION (hereinafter called the 
Corporation) is established and shall operate in accordance with the fol­
lowing provisions: 
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ARTICLE I 

Purpose 

[A.O. 1966 

The purpose of the Corporation is to further economic development by 
encouraging the growth of productive private enterprise in member countries, 
particularly in the less developed areas, thus supplementing the activities of the 
International Bank for Reconstruction and Development (hereinafter called the 
Bank). ln carrying out this purpose, the Corporation shall: 

(i) in ais~ociation with private investors, assist in financing the establish­
ment, improvement and expansion of productive private enterprises 
which would contribute to the development of its member countries 
by making investments, without guarantee of repayment by the mem­
ber government concerned, in cases where sufficient private capital is 
not available on reasonable terms; 

(ii) seek to bring together investment opportunities, domestic and foreign 
private capital, and experienced management; and 

(iii) seek to stimulate, and to help create conditions conducive to, the flow 
of private capital, domestic and foreign, into productive investment 
in member countries. 

The Corporation shall be guided in all its decisions by the provisions of 
this Article. 

ARTICLE II 

Membership and Capital 

SECTION 1. Membership 

(a) The original members of the Corporation shall be those members of 
tJ1e Bank listed in Schedule A hereto which shall, on or before the date specified 
in Article IX, Section 2 ( c), accept membership in the Corporation. 

(b) Membership shall be open to other members of the Bank at such times 
and in accordance with such terms as may be prescribed by the Corporation. 

SECTION 2. Capital Stock 
(a) The authorized capital stock of the Corporation shall be $100,000,000, 

in terms of United States dollars. 

(b) The authorized capital stock ,shall be divided into 100,000 shares having 
a par value of one thousand United States dollars each. Any such shares not 
initially subscribed by original members shall be available for subsequent sub­
scription in accordance with Section 3(d) of this Article. 

(c) The amount of capital stock at any time authorized may be increased 
by the Board of Governors as follows: 

(i) by a majority of the votes cast, in case such increase is necessary for 
the purpose of issuing shares of capital stock on initial subscription by 
members other than original members, provided that the aggregate 

• 

• 

• 
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of any increases authorized pursuant to this subparagraph shall not 
exceed 10,000 shares; 

(ii) in any other case, by a three-fourths majority of the total voting 
power. 

(d) In case of an increase authorized pursuant to paragraph {c) (ii) above, 
each member shall have a reasonable opportunity to subscribe, under such con­
ditions as the Corporation shall decide, to a proportion of the increase olf stock 
equivalent to the proportion which its stock theretofore subscribed bears to the 
total capital stock of the Corporation, but no member shall be obligated to 
subscribe to any part of the increased capital. 

(e) Issuance 0£ shares of stock, other than thos•e subscribed either on initial 
subscription or pursuant to paragraph (d) above, shall requj.re a three-fourths 
majority of the total voting power. 

(f) Shares of stock of the Corporation shall be available for subscription 
only by, and shall be issued only to, members. 

SECTION 3. Subscriptions 

(a) Each original member shall subscribe to the number of shares of stock 
set tort.11 opposite its name m Schedule A. The number of shares of stock to 
be subscribed by other members shall be determined by the Corporation . 

(b) Shares of stock initially subscribed by original members shall be issued 
at par. 

(c) The initial subscription o'f each original member shall be payable in 
full within 30 days after either the date on which the Corporation shall begin 
operations pursuant to Article IX, Section 3(b), or the date on which such 
original member becomes a member, whichever shall be later, or at such date 
thereafter as the Corporation shall determine. Payment shall be made in gold 
or United States dollars in response to a call by the Corporation which shall 
specify the place or places of payment. 

(d) The price and other terms of subscription of shares of stock to be sub-
• scribed, otherwise than on initial subscription by original members, shall be 

determined by t_he Corporation . 

., SECTION 4. Limitation on liability 

No member shall be liable, by reason of its membership, for obligations of 
C. the Corporation. 

SECTION 5. Restriction on Transfers and Pledges of Sha.res 

Shares of stock shall not be pledged or encumbered in any manner what­
ever, and shall be transferable only to the Corporation. 
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ARTICLE ID 

Operations 

SECTION 1. Financing Operations 

[A.D. 1966 

The Corporation may make investments of its funds in productive private 
enterprises in the territories of its members. The existence of a government or 
other public intere,st in such an enterprise shall not necessarily preclude the 
Corporation from making an investment therein. 

SECTION 2. Forms of Financing 
The Corporation may make investments of its funds in such form or forms 

• 

as it may deem appropriate in the circumstances. • 

SECTION 3. Operational Principles 

The operations of the Corporation shall be conducted in accordance with 
the following principles: 

(i) the Corporation shall not undertake any financing for which in its 
opinion sufficient private capital could be obtained on reasonable 
terms; 

lii) the <;;:orporation shall not finance an enterprise in the territories of 
any member if the member objects to such financing; 

(iii) the Corporation shall impose no conditions that the proceeds of an) 
financing by it shall be spent in the territories of any particular 
country; 

(iv) the Corporation shall not aSiSume responsibility for managing any enter­
prise in which it has invested and shall not exercise voting rights 
for such purpose or for any other purpose which, in its opinion, 
properly is within the scope of managerial control; 

( v) the Corporation shall undertake its financing on terms and conditionr. 
which it coosiders appropriate, taking into account the requirements 
of the enterprise, the risks being undertaken by the Corporation and 
the terms and conditions normally obtained by private investors for 
similar financing; 

(vi) the Corporation shall seek to revolve its funds by selling its invest­
ments to private investors whenever it can appropriately do so on 
satisfactory terms; 

(vii) the CorQoration shall seek to maintain a reasonable diversification 
in its investments. 

SECTION 4. Protection of Interests 

Nothing in this Agreement shall prevent the Corporation, in the event of 
actual or threatened default on any of its investments, actual or threatened 
insolvency of the enterprise in which such investment shall have been made, or 
other situations which, in the opinion of the Corporation, threaten to jeopardizr 

• 
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such investment, from taking such action and exercising such rights as it may 
deem necessary for the protection of its interests. 

SECTION 5. Applicability of Certain Foreign Exchange Restrictions 

Funds received by or payable to the Corporation in respect of an invest­
ment of the Corporation made in any member's territories pursuant to Section 1 
of this Article shall not be free, solely by reason of any provision of this Agree­
ment, from generally applicable foreign exchange restriction, regulations and 
controls in force in the terri,tories of that member. 

SECTION 6. Miscellaneous Operations 

In addition to the operations specified elsewhere in this Agreement, the 
Corporation shall have the power to: 

(i) borrow funds , and in that connection to furnish such collateral or 
other security itherefor as it shall determine; provided, :however, 
that before making a public sale of its obligations in the markets 
of a member, the Corporation shall have obtained the approval of 
that member and of the member in wh'ose currency the obligations are 
to be denominated; if and so long as the Corporation shall be indebted 
on loans from or guaranteed by the Bank, the total amount outstanding 
of borrowings incurred or guarantees given by the Corporation shall 
not be increased if, at the time or as a result thereof, the aggregate 
amount of debt (including the guarantee of any debt) incurred by the 
Corporation from any source and then outstanding shall exceed an 
amount equal to four times its u111impaired subscribed · capital and 
surplus; 

(ii) invest funds not needed in its financin~ operations in such obligations 
as it may determine and invest funds held by it for pension or similar 
purposes in any marketable securities, all without being subject to 
the restrictions imposed by other sections of this Article; 

(iii) guarantee securities in which it bas invested in order to facilitate 
their sale; 

(iv) buy and sell securities it has issued or guaranteed or in which it 
has invested: 

(v) exercise such other powers incidental to its business as shall be neces­
sary or desirable in furtherance of its purposes . 

SECTION 7. Valuation of Currencies 

Whenever it shall become necessary under this Agreement to value any 
currency in terms of the value of another currency, such valuation shall be as 
reasonably determined by the Corporation after consultation with the Inter­
national Monetary Fund. 

SECTION 8. Warning to be Placed on Securities 

Every security issued or guaranteed by the Corporation shall bear on its 
face a conspicuous statement to the effect that it is not an obligation of the 
Bank or, unless expressly stated on the security, of any government. 
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SECTION 9. Political Activity Prohibited 

The Corporation and its officers shall not interfere in the political affairs 
of any member; nor shall they be influenced in their decisions by the political 
character of the member or members concerned. Only economic considerations 
shall be relevant to their decisions, and these considerations shall be weighed 
impartially in order to achieve the purposes stated in thr.s Acreement . 

ARTICLE IV 

Organization and Management 

SECTION 1. Structure of the Corporation 

The Corporation shall have a Board of Governors, a Board of Directol1S, a 
Chairman of the Board o'f Directors, a President and such other officers and 
staff to perform such duties as the Corporation may determine. 

SECTION 2. Board of Governors 

(a) All the powers of the Corporation shall be vested in the Board of 
Governors. 

(b) Each Governor and Alternate Governor of the Bank appointed by a 
member of the Bank which is also a member of the Corporation shall ex officio 
be a Governor or Alternate Governor, respectively, of the Corporation. No 
Alternate Gm-1ernor may vote except in the absence of his principal. The Board 
of Governors shall select one of the Governors as Chairman of the Board of 
Governors. Any Governor or Alternate Governor shall cease to hold office if the 
member by which he was appointed shall cease to be a member of the Corpor­
ation. 

(c) The Board of Governors may delegate to the Board of Directbll's author­
ity to exercise any o1 its powers, except the power to: 

(i) admit new members and determine the conditions of their admission; 
(ii) increase or decrease the capital stock; 
(iii) 

, (iv) 

(v) 

(vi) 

(vii) 

suspend a member; 
decide appeals from interpretations of this Agreement given by the 
Board of Directors; 
make arrangements to co-operate with other international organi.zations 
(other than infomrnl arrangements of a temporary and administrative 
character); 
decide to suspend permanently the operations of the Corporation and 
to distribute its assets; 
declare dividends; 

(viii) ame~d this Agreement. 

(d) The Board of Govern0rs shall hold an annual meeting and such other 
meetings as may be provided for by the Board of Governors or called by the 
Board of Directors. 

• 

• 
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(e) The annual meeting of the Board of Governors shall be held in conjunc­
tion with the annual meeting of the Board of Governors of the Ban1c. 

(f) A qu01'.um for any meeting of the Board of Governors shall be a majority 
of the Governors, exercising not less than two-thirds of the total voting power. 

(g) The Corporation may by regulation establish a procedure whereby the 
Board of Directors may obtain a vote of the Governors on a specific question 
without calling a meeting of the Board of Governors. 

(h) The Board of Governors, and the Board of Directors to the extent 
authorized, may adopt such rules and regulations as may be neceissary or appro­
priate to conduct the business of the Corporation. 

(i) Governors and Alternate Governors shall serve as such without com­
pensation from the Corporation. 

SECTION 3. Voting 

(a) Each member shall have two hundred and fifty votes plus one addi­
tional vote 'for each share of stock held. 

(b) Except as otherwise expressly provided, all matters before the Corpor­
ation shall be decided by a majority of the votes cast. 

SECTION 4. Board of Directors 

(a) The Board of Directors i5hall be responsible for the conduct of the 
general operations of the Corporation, and for this purpose shall exercise all the 
powers given to it by this Agreement or delegated to it by the Board of Gov­
ernors. 

(b) The Board of Directors of the Corporation shall be composed ex officio 
of each Executive Director of the Ban1c who shall have be·en either (i) appointed 
by a member of the Bank which is also a member of the Corporation, or (ii) 
elected i,n an el·ection in which the votes of at least one member of the Bank 
which is also a member of the Corporation shall have counted toward his election. 
The Alternate to each such Executive Director of the Bank shall ex officio be an 
Alternate Director of the Corporation. Any Director shall cease to hold office 
if the member by which he was appointed, or if all the members whose votes 
counted toward his election, shall cease to be members of the Corporation. 

(c) Each Director who is an appointed Executive Director of the Bank 
shall be entitled to cast the number of votes which the member by which he was 
so appointed is entitled to cast in the Corporatioo. Each Director who is an 
elected Executive Director of the Bank shall be entitled to cast the number ot 
votes which the member or members of the Corporation whose votes counted 
toward his election in th:e Bank are entitled to cast in the Corporation. All the 
votes which a Director is entitled to cast shall be cast as a unit. 

( d) An Alternate Director shall have full power to act in the absence of 
the Director who shall have appointed him. When a Director is present, his 
Alternate may participate in meetings but shall not vote. 
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( e) A quorum for any meeting of the Board of Directors shall be a 
majority of the Directors exercising not less than one-half of the total voting 
power. 

(f) The Board of Directors shall meet as often as the business of the 
Corporatioo may require. 

(g) The Board of Governors shall adopt regulations under which a member 
of the Corporation not entitled to appoint an Executive Director of the Bank 
may send a representative to attend any meeting of the Board of Directors of the 
Corporation when a request made by or a matter particularly affecting, that 
member is under consideration. 

SECTION 5. Chairman, President and Staff 

(a) The President oI the Bank shall be ex officio Chairman of the Board 
of Directors of the Corporation, but shall have no vote except a deciding vote 
'in case of an equal division. He may participate in meetings of the Board of 
Governors but shall not vote at such meetings. 

(b) The President of the Corporation shall be appointed by the Board of 
Directors oo the recommendation of the Chairman. The President shall be chief 
of the operating staff of the Corporation. Under the direction of the Board of 
Directors and the general supervision of the Chairman, he shall conduct the ordin­
ary business of the Corporation and under their general control shall be responsible 
for the organization, appointment and dismissal of the officers and staff. The 
President may participate in meetings of the Board of Directors but shall not vote 
at such meetings. The President shall cease to hold office by decision of the 
Board of Directors in which the Chairman concurs. 

( c) The President, officers and staff of the Corporation, in the discharge of 
their offices, owe their duty entirely to the Corporation and to no other authority. 
Each member of the Corporation shall respect the international character of this 
duty and shall refrain from all attempts to influence any of them in the discharge 
of their duties. 

(d) Subject to the paramount importance of securing the highest standards 
of efficiency and of technical competence, due regard shall be paid, in appointinp 
the officers and staff of the Corporation, to the importance of recruiting personnel 
on as wide a geographical basis as possible. 

Section 6. Relationship to the Bank 

(a) The Corporation shall be an entity separate and distinct from the Bank 
and the foods of the Corporation shall be kept separate and apart from those of 
the Bank. The provisions of thi~ Section shall not prevent the Corporation from 
making arrangements with the Bank regarding facilities, personnel and service<: 
and arrangements for reimbursement of administrative expenses paid in the first 
instance by either organization on behalf of the other. 

(b) Nothing in this Agreement shall make the Corporation liable for the 
acts or obliirations of the Bank, or the Bank liable for the acts or obligations of 
the Corporation. 

• 
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Section 7. Relations With Other International Organizations 
The Corporation, acting through the Bank, shall enter into formal arrange­

ments with the United Nations and may enter into such arrangements with other 
public intematiooal organizations having specialized responsibilities in related 
fields. 

Section 8. Location of Offices 
The principal office of the Corporation shall be in the same locality as the 

principal office of the Bank. The Corporation may establish other offices in the 
territories of any member. 

Section 9. Depositories 
Each member shall designate its central bank as a depository in which the 

Corporation may keep holdings of such member's currency or other assets of the 
Corporation or, if it has no central bank, it shall designate for such purpose suer. 
other institution as may be acceptable to the Corporation. 

Section 10. Channel of Communication. 
Each member shall designate an appropriate authority with which the Cor­

poration may communicate in connection with any matter arising under this 
Agreement. 

Section 11. Publication of Reports and Provision of Information 
(a) The Corporation shal1 publish an annual report containing an audited 

statement of its account and shall circulate to members at appropriate intervals a 
summary statement of its financial position and a profit and loss statement showing 
the results of its operations. 

(b) The Corporation may publish such other reports as it deems desirable 
to carry out its purposes. 

( c) Copies of all reports, statements and publications made under this 
Section shall be distributed to members. 

SECTION 12. Dividends 
(a) The Board of Governors may determine from time to time what part 

of the Corporation's net income and surplus, after making appropriate provision 
for reserves, shall be d~stributed as dividends. 

(b) Dividends shall be distributed pro rata in proportion to capital stock 
held by members. 

( c) Dividends shall be paid in such manner and in such currency or 
currencies as the Corporation shall determine. 

ARTICLE V 
Withdrawal; Suspension of Memberi,Ship; Suspension of Operations 

SECTION 1. Withdrawal by Members 
Any member may withdraw from membership in the Corporation at any 

time by transmitting a notice in writing to the Corporation at its principal office. 
Withdrawal shall become effective upon the date such notice is received. 
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SECTION 2. Suspension of Membership 

(a) If a member fails to fulfil any of its obligations to the Corporation, the 
Corporation may suspend its membership by decision of a majority of the 
Govemors, exercising a majority of the total voting power. The member so 
suspended shall automatically cease to be a member one year from the date of 
its suspension unless a decision is taken by the same majority to restore the 
member to good standing. 

(b) While under suspension, a member shall not be entitled to exercise 
any rights under this Agreement except the right of withdrawal, but shall remain 
subject to all obligations. 

SECTION 3. Suspension or Cessation of Membership in the Bank 

Any member which is suspended from membership in, or ceases to be a 
member of, the Bank shall automatically be suspended from membership in, or 
cease to be a member of, the Corporation, as the case may be. 

SECTION 4. Rights and Duties of Governments Ceasing to be Members 

(a) When a government ceases to be a member it shall remain liable for all 
amounts due from it to the Corporation. The Corporation shall arr2nge for the 
repurchase of such government's capital stock as a part of the settlement of 
accounts with it in accordance with the provisions of this Section, but the 
government shall have no other rights under this Agreement exc~pt as provided 
in this Section and in Article VIII ( c). 

(b) The Corporation and the government may agree on the repurchase of 
the capital stock of the government on such terms as may be appropriate unde1 
the circumstances, without regard to the provisions of paragraph (c) below. 
Such agreement may provide, among other things, for a final settlement of aJI 
obligations of the government to the Corporation. 

( c) If such agreement shall not have been made within six months after 
1he government ceases to be a member or such other time as the Corporation 
and such government may agree, the repurchase price of the gove~ent's capital 
stock shall be the value thereof shown by the books of the Corporation on the 
day when the government ceases to be a member. The repurchase of the capital 
stock shall be subject to the following conditions: 

(i) payments for share.s of stock may be made from time to time, 
upon their surrender by the government, in such instalments, at 
such times and in such available currency or currencies as the 
Corporation reasonably determines, taking into account the 
financial position of the Corporatioo; 

(ii) any amount due to the government for its capital stock shall be 
withheld so long as the government or any of its agencies remains 
liable to the Corporation for payment of any amount and such 
amount may, at the option of the Corporation, be set off, as it 
becomes payable, against the amount due from the Corporation; 

• 

,. 

• 
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(iii) if the Corporation sustains a net loss on the investments made 
pursuant to Article III, Section 1, and held by it on the date when 
the government ceases to be a member, and the amount of such 
lo,ss exceeds the amount of the reserves provided therefor on such 
date, such government shall repay on demand the amount by 
which the repurchase price of its shares of stock would have been 

reduced if such .loss had been taken inito account when the 
repurchase price was determined. 

(d) In no event shall any amount due to a government for its capital stock 
under this Section be paid until six months after the date upon which the 
government ceaises to be a member. If within six months of the date upon 
which any government ceases to be a member the Corporation suspends operations 
under Section 5 of this Article, all rights of such government shall be determined 
by the provisions of such Section 5 and such government shall be considered 
still a member of the Corporation for purposes of such Section 5, except that it 
shall have no voting rights. 

SECTION 5. Suspension of Operations and Settlement of Obligatioos 

(a) The Corporation may permanently suspend its operations by vote of a 
majority of the Governors exercising a majority of the total voting power. After 
such suspension of operations the Corporation shall forthwith cease all activities, 
except th~se incident to the orderly realization, conservation and preservation 
of its assets and settlement of its obligations. Until final settlement of such 
obligations and distribution of such assets, the Corporation shall remain in 
existence and all mutual rights and obligations of the Corporation and its members 
under this Agreement shall continue unimpaired, except that no member shall 
be suspended or withdraw and that no distribution shall be made to members 
except as in this Section provided. 

(b) No distribution shall be made to members on account of their sub­
scriptions to the capital stock of the Corporation until all liabilities to creditors 
shall have been discharged or provided for and until the Board of Governors, by 
vote of a majority of the Governors exercising a majority of the total voting 
power, shall have decided to make such distribution. 

( c) Subject to the foregoing, the Corporation shall distribute the assets of the 
Corporation to members pro rata in proportion to capital stock held by them, 
subject, in the case of any member, to prior ,settlement of all outstanding claims 
by the Corporation against such member. Such distribution shall be made at 
such times, in such currencies, and in cash or other assets as the Corporation shall 
deem fair and equitable. The shares ditsitri:buted Ito the several membeirs need not 
necessarily be uniform in respect of the type of assets distributed or of the 
currencies in which they are expressed. 

( d) Any member receiving assets distributed by the Corporation pursuant 
to this Section iS,ball enjoy the same rights with respect to such assets as the 
Corporation enjoyed prior to their distribuuon. 
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ARTICLE VI 

Status, Immunities and Privile,es 

SECTION 1. Purposes of Article 

[A.O. 1966 

To enable the Corporation to fulfil the functions with which it is entrusted, 
the status, immunities and privileges set forth in this Article shall be accorded to 
the Corporation in the territories of each member. 

SECTION 2. Status of the Corporation 
The Corporation shall possess full juridical personality and, in particular, the 

capacity: 
(i) to contract; 

(ii) to acquire and dispose of immovable and movable property; 
(iii) to institute legal proceedings. 

SECTION 3. Position of the Corporation with Regard to Judicial Process 

Actions may be brought against the Corporation only in a court of competent 
jurisdiction in the territories of a member in which the Corporation has an office, 
has appointed an agent for the purpose of accepting service or notice of process, 
or has issued or guaranteed securities. No actions shall, however, be brought 
by members or persons acting for or deriving claims from members. The pro­
perty and assets of the Corporation shall, wheresoever located and by whomso­
ever held, be immune from all forms of seizure, attachment or execution before 
the delivery of final judgment against the Corporation. 

SECTION 4. Immunity of Assets from Seizure 
PrC'lperty and assets of the Corporation, wherever located and by whom­

soever held, shall be immune from search, requisition, confiscation, expropriation 
or any other form of seizure by executive or legislative action. 

SECTION 5. Immunity of Archives 

The archives of the Corporation shall be inviolable. 

SECTION 6. Freedom of assets from Restrictions 
To the extent necessary to carry out the operations provided for in this 

Agreement and subject to the provisions of Article III, Section 5, and the other 
provisions of this Agreement, all property and assets of the Corporation shall 
be free from restrictions, regulations, controls and moratoria of any nature. 

SECTION 7. Privilege for Communications 

The official communications of the Corporation shall be accorded by each 
member the i5ame treatment that it accords to the official communications of other 
members. 

SECTION 8. Immunities and Privileges of Officers and employees 
All Governors, Directors, Alternates, officers and employees of the Corpora­

tion : 

-

• 

• 
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(i) shall be immune from legal process with ~espect to acts performed by 
them in their official capacity; 

(ii) not being local nationals, shall be accorded the same immunities from 
immigration restrictioos, alien registration requirements and national 
service obligations and the same facilities as regards exchange re­
strictions as are accorded by members to the representatives, officials, 
and employees of comparable rank of other members; 

(iii) shall be granted the same treatment in respect of travelling facilities 
as is accorded by members to representatives, officials and employees 
of comparable rank of other members. 

SECTION 9. Immunities from Taxation 

(a) The Corporation, its assets, property, income and its operations and 
transaotions authorized by this Agreement, shall be immune from all taxatiOln 
and from all customs duties. The Corporation shall also be immune from 
liability for the collection or payment of any tax or duty. 

(b) No tax shall be levied on or in respect of salaries and emoluments 
paid by the Corporation to Directors, Alternates, officials or employees of the 
Corporation who are not local citizens, local subjects , or other local nationals . 

(c) No taxation of any kind shall be levied on any obJigation or security 
issued by the Corporation (including any dividend or interest thereon) by whom­
soever held: 

(i) which discriminates against such obligation or security solely because it 
is issued by the Corporatioo; or 

(ii) if the sole jurisdictional basis for such taxation is the place or currency 
in which it is issued, made payable or paid, or the location of any office 
or place of business maintained by the Corporation. 

(d) No taxation of any kind shall be levied on any obligation or security 
guaranteed hy the Corporation (including any dividend or interest thereon) by 
whomsoever held: 

(i) which discriminates against such obligation or security solely because 
it is guaranteed by the Corporation; or 

(ii) if the sole jurisdictional basis for such taxation is the location of any 
office or place of business maintained by the Corporation. 

SECTION 10. Application of Article 

Each member shall take such action as is necessary in its own territories for 
the purpose of making effective in terms of its own law the principles set forth 
in this Article and shall inform the Corporation of the detailed action which it 
has taken. 

SECTION 11. Waiver 

The Corporation in its discretion may waive any of the privileges and im­
munities conferred und~r this Article to such extent and upon such conditions as 
it may determine. 
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ARTICLE VD 

Amendments 

[A.D. 1966 

(a) This Agreement may be amended by vote of three-fifths of the 
Governors exercising four-fifths of the total voting power. 

(b) Notwithstanding paragraph (a) above, the affirmative vote of all 
Governors is required in the case of any amendment modifying: 

(i) the right to withdraw from the Corporation provided in Article V, 
Section 1; 

(ii) the pre-emptive right secured by Article II, Section 2(d); 
(iii) the limitation on liability provided in Article II, Section 4. 

( c) Any proposal to amend this Agreement, whether emanating from a 
member, a Governor or the Board of Directors, shall be communicated to the 
Chairman of the Board of Governors who shall bring the proposal beforb the 
Board of Governors. When an amendment has been duly adopted, the Corpora­
tion shall so certify by formal communication addressed to all members. Amend­
meets shall enter into force for all members three months after the date of the 
formal communication unless the Board of Governors shall specify a shorter 
period. 

ARTICLE VIII 

Interpretation and Arbitration 

(a) Any question of interpretation of the provisions of this Agreement 
arising between any member and the Corparation or between any members of the 
Corporation shall be submitted to the Board of Directors for its decision. If the 
question particularly aff-ects any member of the Corporation not entitled to aopoint 
an Executive Director of the Bank, it shall be entitled to representation in 
accordance with Article IV, Section 4(g) . 

(b) In any case where the Board of Directors has given a decision under 
(a) above, any member may require that the question be referred to the Board of 
Governors, whose decision shall be final. Pending the result of the reference 
to the Board of Governors, the Corporation may, so far as it deems necessary, 
act on the basis of the decision of the Board of Directors. 

(c) Whenever a disagreement arises between the Corporation and a country 
which has ceased to be a member, or between the Corporation and any member 
during the permanent suspension of the Corporation, such disagreement shall be 
submitted to arbitration by a tribunal of three arbitrators, one appointed by the 
Corporation, another by the country involved and an umpire who, unless the 
parties otherwise agree, shall be appointed by the President of the International 
Court of Justice or such other authority as may have been prescribed by reguli. 
tion adopted by the Corporation. The umpire shall have full power to settle all 
questions of procedure in any case where the parties are in disagreement with 
respect thereto. 

.. 
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ARTICLE IX 

Final Provisions 

SECTION 1. Entry into Force 

This Agreement shall enter into force when it has been signed on behalf of 
not less than 30 governments whose subscriptions comprise not less than 75 per 
cent. of the total isubscriptions set forth in Schedule A and when the instruments 
referred to in Section 2 (a ) of this Article have been deposited on their behalf, 
but in no event shall this Agreement enter into force before October 1, 1955. 

SECTION 2. Signature 

(a) Each government on whose behalf this Agreement is signed shall deposit 
with the Bank an instrument setting forth that it has accepted this Agreement 
without reservation in accordance with its law and has taken all steps necessary 
to enable it to carry out all of its obligations under this Agreement. 

(b) Each government shall become a member of the Corporation as from 
the date of the deposit on its behalf of the instrument referred to in paragraph 
(a) above except that no government shall become a member before this 
Agreement enters into force under Section 1 of this Article. 

( c) This Agreement ,shall remain open for signature until the close of 
business on December 31, 1956, at the principal office of the Bank on behalf of 
the governments of the countries whose names are set forth in Schedule A. 

(d) After this Agreement shall have entered into force, it shall be open 
for signature on behalf of the government of any country whose membership has 
been approved pursuant to Article II, Section 1 (b). 

SECTION 3. Inauguration of the Corporation 

(a) As soon as this Agreement enters into force under Section 1 of this 
Article the Chairman of the Board of Directors shall call a meeting of the Board 
of Directors. 

• (b) The Corporation shall begin operations on the date when such meeting 
is held. 

(c) Pending the first meeting of the Board of Governors, the Board of 
,. Directors may exercise all the powers of the Board of Governors except those 

reserved to the Board of Governors under this Agreement. 

DONE at Washington, in a single copy which shall remain deposited in the 
archives of the International Bank for Reconstruction and Development, which 
bas indicated by its signature below its agreement to act as depository of this 
Agreement and to notify all governments whose names are set forth in Schedule A 

• of the date when this Agreement shall enter into force under Article IX, Section 
1 hereof. 
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SCHEDULE A 

Sabscripti("DB to Capital Stock of the lntemationl Finance Corporatjoa 

Countl')• 

Australia 
Austria 
Belgium 
Bolivia 
Brazil 
Burma 
Canada 
Ceylon 
Chile 
China 
Colombia 
Costa Rica 
Cuba 
Denmark 
Dominican Republic 
Ecuador 
Egypt 
El Salvador 
Ethiopia 
Finland 
Fraoce 
Germany 
Greece 
Guatemala 
m iiti 
Honduras 
Iceland 
India 
rndonesia 
lran 
Iraq 
Israel 
Italy 
Japan 
Jordan 
Lebanon 
Luxembourg 
Mexico 
Netherlands 
Nicaragua 
Norway 

Number of 
Share!) 

2,215 
554 

2,492 
78 

1,163 
166 

3,600 
166 
388 

6,646 
388 

22 
388 
753 

22 
35 

590 
11 
33 

421 
5,815 
3,655 

277 
22 
22 
11 
11 

4,431 
1,218 

372 
61 
50 

1,994 
2,769 

33 
so 

111 
72(• 

3,046 
9 

554 

Amount 
(in United 

States doDan) 

2,215,000 
554,000 

2,492,000 
78,000 

1,163,000 
166,000 

3,600,000 
166,000 
388,000 

6,646,000 
388,000 

22,000 
388,000 
753,000 

22,000 
35,000 

590,000 
11,000 
33,000 

421,000. 
5,815,000 
3,655,000 

277,000 
22,000 
22,000 
11 ,000 
11,000 

4,431 ,000 
1,218,000 

372,000 
67,000 
50,000 

1,994,000 
2,769,000 

33,000 
50,000 

111,000 
720 ,000 

3,046,000 
9,000 

554,000 

.. 

• 
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Country 

Pakistan 
Panama 
Paraguay 
Peru 
Phillippines 
Sweden 
Syria 
Thailand 
Turkey 
Union of South Africa 
United Kingdom 
United States 
Uruguay 
Venezuela 
Yugoslavia 

Total 

Number of 
Shares 

1,108 
2 

16 
194 
166 

1,108 
7'2 

139 
476 

1,108 
14,400 
35,168 

116 
116 
443 

100,000 

FOURTH SCHEDULE 

Amount 
(in United 

States dollan) 

l, 108,000 
2,000 

16,000 
194,000 
166,000 

1,108,000 
72,000 

139,000 
476,000 

1,108,000 
14,400,000 
35,168,000 

116,000 
116,000 
443,000 

----
$100,000,000 

Articles of Agreement of the International Development ANOCiation 

The Governments on whose behalf this Agreement is signed, Considering: 

That mutual co-operation for constructive economic purposes, healthy 
development of the world economy and balanced growth of international trade 
foster international relationships conducive to the maintenance of peace and world 
prosperity; 

That an acceleration of economic development which will promote higher 
standards of living and economic and social progress in the less-developed 
countries is desirable not only in the interests of those countries but also in the 
interests of the international community as a whole; 

That achievement of these objectives would be facilitated by an increase in 
the international flow of capital, public and, private to assist in the development of 
the resources of the less-developed countries, 

jo hereby agree as follows: 

h"IJTRODUCTORY ARTICLE 

THE IN1ERNATIONAL DEVELOPMENT ASSOCIATION (hereinafter 
called "the Association") is established and !Shall operate in accordance with the 
fallowing provisions: 
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ARTICLE I 

Purposes 

[A.D. 1966 

The purposes of the Association are to promote economic development, 
increase productivity and thus raise standards of living in the less-developed areas 
of the world included within the Association's membership, in particular by 
providing finance to meet their important developmental requirements on terms 
which are more flexible and bear less heavily on the balance of payments than 
those of conventional loans, thereby furthering the developmental objectives of 
the International Bank for Reconstruction and Development (hereinafter called 
"the Bank") and supplementing its activities. 

The Association shall be guided in all its decisions by the provisions of this 
Article. 

ARTICLE Il 

Membership; Initial Subscriptions 

SBCfION 1. Membership 

(a) The original members of the As,sociation shall be those members of 
the Bank listed in Schedule A hereto which, on or before the date specified in 
Article XI, Section 2 ( c), accept membership in the Association. 

(b) Membership shall be open to other members of the Bank at such times 
and in accordance with such terms as the Association may determine. 

SECTION 2. Initial Subscriptions 
(a) Upon accepting membership, each member shall subscribe funds in 

the amount assigned to it. Such subscriptions are herein referred to as initial 
"ubscriptions. 

(b) The initial subscription a~igned to each original member shall be in 
the amount set forth opposite its name in Schedule A, expressed in terms o'I' 
United States dollars of the weight and fineness in effect on January 1, 1960. 

(c) Ten percent of the initial subscription of each original member shall 
be payable in gold or freely convertible currency as follows: fifty percent within 
thirty days after the date on which the Association shall begin operations pursuant 
to Article XI, Section 4, or on the date on which the original member becomes a 
member, whichever shall be later; twelve and one-half percent one year after the 
beginning of operations of the Association; and twelve and one-half percent each 
year thereafter at annual intervals until the ten percent portion of the initial sub­
scription shall have been paid in full. 

(d) The remaining ninety percent of the initial 1subscription of each original 
member shall be payable in gold or freely convertible currency in the case of 
members listed in Part I of Schedule A, and in the currency of the subscribing 
i;uember in the case of members listed in Part 11 of Schedule A. This ninety per-

.. 
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cent portion of initial subscriptions of original members shall be payable in fi.~e 
equal annua1 instalments as follows: the first such instalment within thirty days 
after the date on which the Association shall begin operations pursuant to Article 
XI, Section 4, or on the date on which the original member becomes a member, 
whichever shall be later; the second instalment one year after the beginning of 
operations of the Association, and succeeding instalments each year thereafter 
at annual intervals until the ninety per cent. portion of the initial subscription 
shall have been paid in full. 

(e) The Associatioo shall accept from any member, in place of any part of 
the member's currency paid in or payable by the member under the preceding 
subsection (d) or under Section 2 of Article IV and not needed by the Associa­
tion in its operations, notes or similar obligations issued by the government of 
the member or the depository designated by such member, which shall be noo­
negotiable, non-interest-bearing and payable at their par value on demand 
to the account of the Association in the designated depository. 

(f) For the purposes of this Agreement the Association shall regard as 
"freely convertible currency": 

(i) currency of a member which the Association determines, after con­
sultation with the Intiernational Monetary Fund, is adequately 

convertible into the currencies of other members for the purposes of 
the Association's operations; or 

(ii) currency of a member which such member agrees, on terms satisfactory 
to the Association, to exchange for the currencies of other members 
for the purposes of the Association's operatioos . 

(g) Except as the Association may otherwise agree, each member listed 
in Part I of Schedule A shall maintain, in respect of its currency paid in by it as 
freely convertible currency pursuant to subsection (d) of this Section, the same 
convertibility as exiisted at the time of payment. 

(h) The conditions on which the initial subscriptions of members other than 
original members may be made, and the amounts and the terms of payment there­
of, shall be determined by the Association pursuant to Section 1 (b) of this 
Article. 

• SECTION 3. Limitation on Liability 

No member shall be liable, by reason of its membership, for obligations of 
the Association. 

ARTICLE ID 

Additions to Resources 

SECTION 1. Additional Subscriptioos 

• (a) The Association shall at such time as it ~eems appropriate in the light 
of the schedule for completion of payments on initial subscriptions of original 
members, and at intervals of approximately five years thereafter, review the 
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adequacy of its resources and, if it deems desirable, shall authorize a general in­
crease in subscriptiom· Notwithstanding the foregoing, general or individua] 
increases in subscriptions may be authorized at any time, provided that an 
individual increase shal1 be considered only at the request of the member 
involved. Subscriptions pursuant to this Section are herein referred to as 
additional subscriptions. 

(b) Subject to the provisions of paragraph ( c) below, when additional 
subscriptions are authorized, the amounts authorized for subscription and the 
terms and conditions relating thereto shall be as determined by the Association. 

( c) When any additional subscription is authorized, each member shal1 
be given an opportunity to subscribe, under such conditions as ,.5hall be reasonably 
determined by the Association, an amount which will enable it to maintain its 
relative voting power, but no member shall be obligated to subscribe. 

(d) All decisions under this Section shall be made by a two-thirds majority 
of the total voting power. 

SECTION 2. Supplementary Resources provided by a Member in the Currency 
of Another Member 

(a) The Association may enter into arrangements, on such terms and 
conditions consistent with the provisions of this Agreement as may be agreed 
upon, to receive from any member, in addition to the amounts payable by such 
member on account of its initial or any additional subscription, supplementary 
resources in the currency of another member, provided that the Association shall 
not enter into any such arrangement unless the Association is satisfied that the 
member whose currency is involved agrees to the use of such currency as 
supplementary resources and to the terms and conditions governing such use. 
The arrangements under which any such resources are received may incJude 
provisions regarding the disposition of earnings on the resources and regarding 
the disposition of the resources in the event that the member providing them 
ceases to be a member or the Association permanently suspends its operations. 

(h) The Association shall deliver to the contributing member a Special 
Developme111t Certificate setting forth the amount a!ld currency of the resources so 
contributed and tlre terms and conditions of the arrangements relating to such re­
sources. A Special Development Certificate shall not carry any voting rights 
and shall be transferable only to the Association. 

(c) Nothing in this Section ,shall preclude the Association from accepting 
resources from a member in its own currency an such terms as may be agreed 
upon. 

ARTICLE IV 

Currencies 

SECTION 1. Use of Currencies 

(a) Currency of any member listed in Part II of Schedu]e A, whether or 
not freely convertible, received by the Association pursuant to Article II, Section 

• 
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2(d), in payment of the ninety percent portion payable thereunder in the currency 
of such member, and currency of such member derived therefrom as principal, 
interest or other charges, may be used by the Association for administrative 
expenses incurred by the association in the territories of such member and, inso~ 
far as consisteint with sound monetary policies, in payment for goods and services 
produced in the territories of such member and required for projects financed by 
the Association and located in such territories; and in addition when and to the 
extent justified by the economic and financial situation of the member concerned 
as determined by agreement between the member and the Association, such 
currency shall be freely convertible or otherwise usable for projects financed by 
the Association and located outside the territories of the member. 

(b) The usability of currencies received by the Association in payment of 
subscriptions other than initial subscriptions of original members, and currencies 
derived therefrom as principal, interest or other charges, iShall be governed by 
the terms and conditions on which. such subscriptioos are authorized. 

( c) The usability of currencies received by the Association as supplementary 
resources other than subiScriptions, and currencies derived therefrom as principal, 
interest or other charges, ·shall be governed by the terms of the arrangementiS 
pursuant to which such currencies are received. 

( d) All other currencies received by the Association may be freely used 
and exchanged by the Association and shall not be iSubject to any restriction by 
the member whose currency is used or exchanged; provided that the foregoing 

• shall not preclude the association from entering into any arrangements with the 
member in whose territories any project financed by the Association is located 
restricting the use by the Association of such member's currency received as 
principal, interest or other charges in connection with such financing. 

• 

• 

( e) The Association shall take appropriate steps to ensure that, over 
reasonable intervals of time, the portions of the subscriptions paid under Article 
II, Section 2(d) by member,s listed in Part I of Schedule A shall be used by the 
Association on an approximately pro rata basis, provided, however, that such 
portioos of such subscriptions as are paid in gold or in a currency other than that 
of the subscribing member may be used more rapidly . 

SECTION 2. Maintenance of Value of Currency Holdings 

(a) Whenever the par value of a member's currency is reduced or the 
foreign exchange value of a member's currency has, in the opinion of the Associa­
tion, depreciated to a significant extent within that member's territories, the member 
shall pay to the Association within a reasonable time an additional amount of 
its own currency sufficient to maintain the value, as of the time of subscription, 
of the a.mount of the currency of such member paid into the Association by 
the member under Article II, Section 2(d), and currency furnished under the 
provisions of the present paragraph, whether or not such currency is held in the 
form of notes accepted pursuant to Article JI, Section 2(e), pr,-.vided, however, 
that the foregoing shall apply only so long as and to the extent that such currency 
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shall not have been initially disbursed or exchanged for the currency of another 
member. 

(b) Whenever the par value of a member's currency is increased, or the 
foreign exchange value of a member's currency has, in the opinion of the Associa­
tioo, appreciated to a significant extent within that member'1s territories, the 
Association shall return to such member within a reasonable time an amount 
of that member's currency equal to the increase in the value of the amount of such 
currency to which the provisi0111s of paragraph (a) of this Section are applicable. 

( c) The provisions of the preceding paragraphs may be waived by the 
Association when a uniform proportionate change in 1lhe par value of the 
currencies of all its members is made by the International Monetary Fund. 

(d) Amounts furnished under the provisions of paragraph (a) of this 
Section to maintain the value of any currency shall be c0111vertible and usuable 
to the same extent as such currency. 

ARTICLE V 

Operations 

SECTION 1. Use of Resources and Conditions of Financing 

(a) The Association shall provide financing to further development in the 
less-developed areas of the world included within the Association's membership. 

(b) Financing provided by the Association shall be for purposes which in 
the opinion of the Association are of high developmental priority in the light 
of the needs of the area or areas concerned and, except in special circumstances, 
shall be for specific projects . 

( c) The Association shall not provide financing if in its opinion such 
financing is available from private sources on terms which are reasonable for 
the recipient or could be provided by a loan of the type made by the Bank. 

(d) The Association shall not provide financing except upon the recom­
mendation of a competent committee, made after a careful study of the merits 
of the proposals. Each such committee shall be appointed by the Association 
and shall include a nominee of the Governor or Governors representing the 
member or members ill1 whose territories the project under consideration is 
located and one or more members of the technical staff of the Association. The 
requirement that the committee include the nominee of a Governor or Governors 
shall not apply in the case of financing provided to a public international or 
regional organization. 

( e ) The Association shall not provide financing for any project if the member 
in whose territories the project is located objects to such financing, except that 
it shall not be necessary for the Association to assure itseJf that individual 
members do not object in the case of financing provided to a public international 
or regional orgalllization. 
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(f) The Association shall impose no conditions that the proceeds of its 
financing shall be spent in the territories of any particular member or members. 
The foregoing shall not preclude the Association from complying with any 
restrictions on the use of funds imposed in accordance with the provisions of 
these Article,s, including restrictions attached to supplementary resources pursuant 
to agreement between the Association and the contributor. 

(g) The Association shall make arrangements to ensure that the proceeds 
of any financing are used only for the purposes for which the financing was 
provided, with due attention to considerations of economy, efficiency and 
competitive international trade and without regard to political or other non­
economic influences or considerations. 

(h) Funds to be provided under any financing operation shall be made 
available to the recipient only to meet expenses in connection with the project 
as they are actually incurred. 

SECTION 2. Form and Terms of Financing 

(a) Financing by the Association shall take the form of loans. The 
Association may, however, provide other financing, either 

(i) out of funds subscribed pursuant to Article III, Section 1, and 
funds derived therefrom as principal, interest or other charges, if 
the authorization for such subscriptions expressly provides for such 
financing; or 

(ii) in special circumstances, out of supplementary resources furnished 
to the Association, and funds derived therefrom as principal, 
interest or other charges, if the arrangements under which such 
resources are furnished expressly authorize such financing. 

(b) Subject to the foregoing paragraph, the Association may provide 
financing in such forms and on such terms as it may deem appropriate, having 
regard to the economic position and prospects of the area or areas concerned and 
to the nature and requirements of the project. 

(c) The Association may provide financing to a member, the government 
of a territory included within the Association's membe11ship, a political sub­
division of any of the foregoing, a public or private entity in the 'territories of 
a member or members, or to a public intemati'onal or regional organization . 

(d) In the case of a loan to an entity other than a member, the Association 
may, in its discretion, require a suitable governmental or other guarantee or 
_guarantees . 

(e) The Association, in special cases, may make 'foreign exchange available 
for local expenditures . 

SECTION 3. Modifications of Terms of Financing 

The Association may, when and to the extent it deems appropriate in the 
light of all relevant circumstances, including the financial and economic situation 
and prospects of the member concerned, and on si1ch conditions as it may 
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determine, agree to a relaxation or other modification of the terms on which 
any of its financing shall have been provided. 

SECTION 4. Co-operation with Other International Organizations and Members 
Providing Development Assistance 

The Association shall co-operate with those public internatiooal organiza­
tions and members which provide financial and technical assistance to the less­
<leveloped areas of the world. 

SECTION 5. Miscellaneous Operations 
In addition to the operations specified elsewhere in this Agreement, the 

Association may: 
(i) borrow funds with the approval of the member in whose currency 

the loan is denominated; 
(ii) guarantee securities in which it has invested in order to facilitate their 

sale; 
(ii.i) buy iJnd sell securities it has issued or guaranteed or in which it 

has invested; 
(iv) in special cases, guarantee loans from other sources for purposes not 

inconsistent with the provisions of these Articles; 
(v) provide technical assistance and advisory services at the request of 

a member; and 
(vi) eX:ercise such other powers incidental to its operations as shall be 

necessary or desirable in furtherance of its purposes. 

SECTION 6. Political Activity Prohibited 
The Association and its officers shall not interfere in the political affairs 

o'f any member; nor shall they be influenced in their decisions by the political 
character of the member or members concerned. Only economic considerations 
shall be relevant to their decisions, and these considerations shall be weighed 
impartially in order to achieve the purposes stated in this Agreement. 

ARTICLE VI 

Organization and Managtlment 

SECTION 1. Structure of the Association 

The Association shall have a Board of Governors, Executive Directors, 
a P11esident and such other officers and staff to oerform such dutie!: as the 

.. 

• 

Association may determine. • 

SECTION 2. Board of Governors 

(a) All the powers of the Association shall be vested in the Board of 
Governor~. 

(b) Each Governor and Alternate Governor of the Bank appointed by a 
member of the Bank which is also a member of the Association shall ex-officio 
be a Governor and Alternate Governor, respectively, of the Association. No 
Alternate Governor may vote except in the absence of his principal. The Chair-

• 
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man of the Board of Governors of the Bank shall ex-officio be ah.airman of ,th'e 
Board of Governors or the Association except that if the Chaim1an of the 
Board of Governors of the Bank shall represent a state which is not a member 
of the Association, then the Board of Governors shall select one of the Governors 
as Chairman of the Board of Governors. Any Governor or Alternate Governor 
shall cease to hold office if the member by which he was appointed shall cease 
to be a member of the Association. 

(c) The Board of Governors may delegate to the Exeautilve Directors 
authority to exercise any of its powers, except the power to: 

(i) admit new members anJ determine the oonditions of their admission; 
(ii) authQrize additional subscriptions and determine the terms and condi­

tions relating thereto; 
(iii) suspend a member; 
(iv) decide appeals from interpretations of this Agreement given by the 

Executive Directors; 
(v) make arrangements pursuant to Section 7 of this Article to co-operate 

with other international organizations ( other than informal arrange­
ments of a temporary and administrative character); 

l vi) decide to suspend permanently the operations of the Association and 
to distribute its assets; 

tvii) determine the distribution of the Association's net income pursuant 
to Section 12 of this Article; and 

(viii) apprQve proposed amendments to this Agreement. 

(d) The Board of Governors shall hold an annual meeting and such other 
meetings as may be provided for by the Board of Governors or called by the 
Executive Directors. 

(e) The annual meeting of the Board of Governors shall be held in: con­
junction with the annual meeting of the Board of Governors of the iBank. 

(f) A quorum for any meeting of the Board of Govemb)::s shall be a majority 
of the Governors, exeycisin,g not less than two-thirds of the total voting power. 

(g) The Association may by regulation establish a procedure whereby the 
Executive Directors may obtain a vote of the Governors on a specific question 
without calli.ng a meeting of the Board of Governors. 

" (h) The Board of Governors, and' the Ex:ecutive Directors to the extent 

• 

• 

authorized, may adopt such rules and regulations as may be necessary ·or appro­
priate to conduct the business of th1e Association. 

(i) Governors and Alternate Governors shall serve as such without com­
pensation from the Association . 

SECTION 3. Voting 

(a) Each original member shall , in respect of its initial subscription, have 
500 votes plus one additional vote for each $5,000 of its initial subscription . 
Subscriptions o·ther than initial subscriptions of original members shall carry 
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such voting rights as the Board of Governors shall determine purs~ant to the 
provisions of Article II, Section l(b) or Article III, Section l(b) and (c), as 
the case may be. Additions to resources other than subscriptions under Article 
II, Section I(b) and additional subscriptions under Article III, Section 1, shall 
not carry voting rights. 

(b) Except as otherwise ,specifically provided, all matters before the Asso­
ciation shall be decided by a majority of the votes cast. 

SECTION 4. Executive Directors 

(a) The Executive Directors shall be responsible for the conduct of the 
general operations of the Association, and for this purpose shall exercise all the 
powers given to them by this Agreement or delegated to them by the Board of 
Governors. 

(b) The Executive Directors of the Association shall be composed ex-officio 
of each Executive Director of the Bank who shall have been (i) appointed by a 
member of the Bank which is atso a member of the Association, or (ii) elected 
in an election in which the votes of at least one member of the Bank which is 
also a member of the Association shall have counted toward his election. The 
Alternate to each such Executive Director of the Bank shall ex-officio be an 
Alternate Director of the Association. Any Diirector shall cease to hold office 
if the member by which he was appointed, or if all the members whose votes 
counted toward his election, shall cease to be members of the Association. 

(c) Each Director who is an appointed Executive Director of the Bank 
shall be entitled to cast the number of votes which the member by which he was 
appointed is entitled to cast in the Association. Each Director who iJs an elected 
Executive Director of the Bank shall be entitled to cast the number of votes 
which the member or members of the Association whose votes counted toward 
his election in the Bank are entitled to cast in the Association. All the votes 
which a Director is entitled to cast shall be cast as a unit. 

(d) An Alternate Director shall have full power to act in the absence of the 
Director who shall have appointed him. When a Director is present, his 
Alternate may participate in meetings but •shall not vote. 

( e) A quorum for any meeting of the Executive Directors shall be a 
majority of the Directors exercising not less than one-half of the total vtiting 
power. 

(f) The Executive Directors shall meet as often as the business of the Asso­
ciation may require. 

(g) The Board of Governors shall adopt regulations under which a 
member of the Association not entitled to appoint an Executive Director of the 
Bank may send a representative to attend any meeting of the Executive Directors 
of ,the Association when a request made by, or a matter particularly affecting, that 
member is under consideration. 

SECTION 5. President and Staff 

(a) The President of the Bank shall be ex officio President of the 
Association. The President shall be Chairman of the Executive Directors of the 

Ii' 
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Association but shall have no vote except a deciding vote in case of an equal 
division. He may participate in meetings of the Board of Governors but shall 
not vote at such meetings. 

(b) The President shall be chief of the operating staff of the Association . 
Under the direction of the Executive Directors he shall conduct the ordinary 
business of the Association and under their general control shall be responsible 
for the organization, appointment and dismissal of the officers and staff. To the 
extent practicable, officers and staff of the Bank shall be appointed to iServe 
concurrently as officers and staff of the Association . 

( c) The President, officers and staff of the Association, in the discharge of 
their offices, owe their duty entirely to the Association and to no other authority. 
Each member of the As.sociation shall respect the internatioo.al character of this 
duty and shall refrain from all attempts to influence any of them in the discharge 
of their duties. 

(d) In appointing officers and staff the President shall, subject to the 
paramount importance of securing the highest standards of efficiency and of 
technical competence, pay due regard to the importance of recruiting personnel 
on as wide a geographical basis as possible. 

SECTION 6. Relationship to the Bank 
(a) The Association shall be an entity separate and distinct from the Bank 

and the funds of the Association shall be kept separate and apart from those of 
the Bank. The As.sociation shall not borrow from or lend to the Bank, except 
that this shall not preclude the Association from investing funds not needed in iL~ 
financing operations in obligations of the Bank . 

(b) The Association may make arrangements with the Bank regarding 
facilities, personnel and services and arrangements for reimbursement of 
administrative expenses paid in the first instance by either organization on behalf 
of the other. 

( c) Nothing in this Agreement shall make the Association liable for the 
acts or obligations of the Bank, or the Bank liable for the acts or obligations of 
the Association. 

SECTION 7. Relations with Other International Organizations 
The Association shall enter into formal arrangements with the United Nations 

and may enter into such arrangements with other public international organiza­
tioo.s having specialized responsibilities in related fields. 

SECTION 8. Location of Offices 

The principal office of the Association shall be the principal office of the 
Bank. The Association may establish other offices in the territories of any 
member. 

SECTION 9. Depositories 

' Each member shall designate its central bank as a depository in which the 
Association may keep holdings of such member's currency or other assets of the 
Association, or, if it has no central bank, it 1shall designate for such purpose such 
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other institution as may be acceptable to the Association. In the absenoe of any 
different designation, the depository designated for the Bank shall be the 
depository for the Association. 

SECTION 10. Channel of Communication 

Each member shall designate an appropriate authority with which the 
Association may communicate in connection with any matter arising under this 
Agreemoo.t. In the absence of any different designation, the channel of com­
munication designated for the Bank shall be the channel fur the Association. 

SECTION 11. Publication of Reports and Provision of Information 

(a) The Association shall publish an annual report containing an audited 
statement of its accounts and shall circulate to members at appropriate intervals 
a summary statement of its financial position and of the results of its operations. 

(b) The Association may publish such other reports as it deems desirable 
to carry out its purposes. 

( c) Copies of all reports, statements and publications made under this 
Section shall be distributed to members. 

SECTION 12. Disp~ition of Net Income 

The Board of Governors shall determine from time to time the disposition 
of the Association's net income, having due regard to provision for reserves and 
contingencies. · 

ARTICLE VII 

Wid1drawal; Suspension of Membership; Suspension of 
Operations 

SECTION l. Withdrawals by Members 

Any member may withdraw from membership in the Association at any 
time by transmitting a notice in writing to the Association at its principal office. 
Withdrawal shall become effective upon the date such notioe is received. 

SECTION 2. Suspension of Membership 

(a) If a member fails to fulfil any of its obligations to thie Associratioo., the 
Association may suspend its membership by decision of a majority of the Govem­
or,s, exercising a majority of the total voting power. The member so suspended 
shall automatically cease to be a member one year from the date of its suspension 
unless a decision is taken by the same majority to restore the member to good 
standing. 

(b) While under suspension, a member shall not be entitled to exercise any 
right,s under this Agreement except the right of withdrawal, but shall remain su~ 
ject to all obligations. 

SECTION 3. Siuspe.nsion or Cessation of Membership in the Bank 
Any member which is suspended from membership in, or ceases to be a 

member of, the Bank shall automatically be suspended from membership in , or 
cease to be a member of, the Association, as the case may be. 
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SECTION 4. Rights and Duties of Governments Ceasing to be Members 

(a) When a government ceases to be a member, it shall have no rights under 
this Agreement except as provided in ,t1hi:s Section and in Article X(c), but it 
shall, except as in this Section otherwise provided, remain liable for all financial 
obligations rn1dertaken by it to the Association, whether as a membeir, borrower, 
guarantor or otherwise. 

(b) When a government ceases to be a member, the Association and the 
government shall proceed to a settlement of accounts. As part of such settlement 
of accounts, the Association and the government may agree on the amounts to 
be paid to the government on account of its subscription and on the time ano 
currencies of payment. The term "subscription" when used in relation to any 
member government shall for the purposes of this Article be deemed to include 
both the initial subscription and any additional subscription of such member 
governmenlt. 

( c) If no such agreement is reached within six months from date when the 
government ceased to be a member, or such other time as may be agreed upon by 
the Association and the government, the following provisions shall apply: 

(i) The government shall be relieved of any further liability to the 
Association on account of its subscription, except that the govern­
ment shall pay to the AiSsociation forthwith amounts due and unpaid 
on the date when the government ceased to be a member and which 
in the opinion of the Association are needed by it to meet its com­
mitments as of that date under its financing operations . 

(ii) The Association shall return to the government funds paid in by the 
government on account of its subscription or derived therefrom as 
principal repayments and held by the Association on the date when 
the government ceased to be a member, except to the extent that in 
the opinion of the Association isuch funds will be neiededl by it to 
meet its commitments as of that date under its financing operations. 

(iii) The Association shall pay over to the government a pro rata share 
of all principal repayments received by the Associatioo after the 
date on which the government ceases to be a member on loans 
contracted prior thereto, except those made out of supplementary 
resources provided to the Association under arrangements specify­
ing special liquidation rights. Such share shall be such proportion 
of the total principal amount of such loans as the total amount 
paid by the government on account of its subscription and not 
returned to it pursuant to clause (ii) above shall bear to the total 
amount paid by all members on account of their subscriptions which 
shall have been used or in the opinion of the Association will be 
needed by it to meet its commitments under its financial operations 
as of the date on which the government ceases to be a member. 
Such payment by the Associatioo shall be made in instalments when 
and as such principal repayments are received by th~ Association, 
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but not more frequently than annually. Such instalments shall be 
paid in the currencies received by the Association except that the 
Associatioo may in its discretion make payment in the currency of 
the government concerned. 

(iv) Any amount due to the government on account of its subscription 
may be withheld so long as that government, or the government of 
any territory included Mthin its membership, or any political sub­
division or any agency of any of the foregoing remains liable. as 
borrower or guarantor, to the Association, and such amount may, • 
at the option of the Association, be applied against any such liability 
as it matures. 

(v) Tn no event shaJJ the gmkrnment receive under this oaragraoh (c) an 
amount exceeding, in the aggregate, the lesser of the two following: 
(a) the amount paid by the government on account of its sub­
scription, or (b) such proportion of the net assets of the Associa­
tion. as shown on the books o.f the Association a<; of the date on 
which the govemment ceased to be a member, as the amount of its 
subscription shall bear to the aggregate amount of the subscriptions 
of all members. 

(vi) All calculations required hereunder shall be made on such basis ~s 
shall be reasonably determined by the Association. 

(d) 1n no event shall any amount due to a government under this Section 
be paid until six months after the date upon which the government ceases to be a 
member. If within six months of the date upon which any government ceases to 
be a member the Association suspends operations under Section 5 of this Article, 
all rights of such government shall be determined by the provisions of such 
Section 5 and such government shall be considered a member of the Association 
for purposes of such Section 5, except that it shall have no voting rights. 

SECTION 5. Suspension of Operations and Settlement of Obligations 

(a) The Association may permanently suspend its operations by vote of a 
majority of the Governors exercising a majority of the total votin_g rower. AftBr 
such suspension of operations the Association shall forthwith cease all activities, 
except those incident to the orderly realization, conservation and preservation of 
its assets and f-ettlement of it<; oblilYH.tions. Until final ~ettJem(ent of such obli­
gations and distribution of such assets, the Association shall remain in existence 
and all mutual rights and obligations of the Association and its members under 
this Agreement shall continue unimpaired, except that no member shall be 
suspooded or shall withdraw and that no distribution shall be made to members 
except as in this Section provided. 

(b) No distribution shall be made to members on account of their sub­
scriptions until all liabilities to creditors shall have been discharged or provided 
for and until the Board of Governors, by vote of a majority of the Governors 
exercising a majority of the total voting power, sha11 have decided to make such 
distribution. 
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(c) Subject to the foregoing, and to any speci,al arrangements for the di -
position of supplementary resources agreed upon in connection with the provision 
of such resources to the Association, the Association shall distribute its assets 
to members pro rata in proportion to amounts paid in by them on account of their 
subscriptions. Any distribution pursuant to the foregoing provisions of this 
paragraph (c) shall be subject, in the case of any member, to prior settlement 
of all outstanding claims bv the Ai-sociation against such member. Such dis­
tribution shall be made at such times, in such currencies, and in cash or other 
assets as the Association shall deem fair and equitable. Distribution to the several 
members need not be uniform in respect of the types of assets distributed or of 
the currencies in which they are expressed. 

(d) Any member receiving assets distributed by the Association pursuant 
to this Section or Section 4 shall enjoy the same rights with respect to such assets 
as the Association enjoyed prior to their distribution. 

ARTICLE VIIl 

Stains, Immunities and Privileges 

Section 1. Purposes of Article 

To enable the Association to fulfil the functions with which it is entrusted, 
the status, immunities and privileges provided in this Article shall be accorded to 
the Association in the territories of each member. 

Section 2. Status of the Association 
• The Association shall possess full juridical personality, and in particular, the 

capacity: 
(i) to contract; 

(ii) to acquire and dispose of immovable and movable property; 
(iii) to institute legal proceedings. 

Section 3. Position of the Association with Regard to Judicial Process 

Actions may be brought against the Association only in a court of competent 
jurisdiction in the territories of a member in which the Association has an office, 
has appointed an agent for the purpose of accepting service or notice of process 
or has issued or guaranteed securities. No actions shall, however, be brought by 

• members or persons acting for or deriving claims from members . The property 
and as~ets of the Association shall, wheresoever located and by whomsoever held, 
be immune from all forms of seizure, attachment or execution before the delivery 
of final judgment against the Association . 

• 

• 

• 

Section 4. Immunity of Assets from Seizure 
Property and assets of the Association, wherever located and by whomsoever 

held, shall be immune from search, requisition, confocation. expropriation or any 
other form of seizure by executive or legislative action . 

Section 5. Immunity of Archives 
The archives of the Associatioo shall be inviolable. 
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Section 6. Freedom of Assets from R~strictions 

To the extent necessary to carry out the operations provided for in this 
Agreement and subject to the provisions of this Agreement, all property anci 
assets of the Association shall be free from restrictions, regulations, controls and 
moratoria of any nature. 

Section 7. Privilege for Communications 

The official communications of the Association shall be accorded by each 
member the same treatment that it accords to the official communications of other 
members. 

Section 8. Immunities and Privileges of Officeris and Employees 

All Governors, Executive Directors, Alternates, officers and employees of 
the Association 

(i) shall be immune from legal process with respect to acts performed by 
them in their official capacity except when the Association waives this 
immunity; 

(ii) not being local nationals, shall be accorded the same immunities from 
immigration restrictions, alien registration requirements and national 

,. 

service obligations and the same facilities as regards exchange restric- .. 
tions as are accorded by members to the representatives, officials, and 
employees of comparable rank of other members; 

(iii) shall be granted the same treatment in respect of travelling facilities 
as is accorded by members to representatives, officials and employees • 
of comparable rank of other members. 

Section 9. Immunities from Taxation 

(a) The Association, its assets, property, income and its operations and 
transactions authorised by this Agreement, shall be immune from all taxation and 
from all customs duties. The Association shall also be immune from liability for 
the collection or payment of any tax or duty. 

(b) No tax sha11 be levied on or in respect of salari~s and emoluments paid 
by the Association. to Executive Directors. A1ternartes, officials or employees of 
the Association who are not local citizens, local subjects, or other local nationals. 

(c) No taxation of any kind shall be levied on any obligation or security 
issued by the Association (including any dividend or interest thereon) by 
whi)msoever held 

(i) whicih discriminates against suah obligation or security soleJ.y 
because it is issued by the Association; or 

(ii) if the sole jurisdictional basis for such taxation is the place or 
currency in which it is issued, made payable or paid, or ifhe location 
of any office or place of busine _;s maintained by the Ac;sociation. 

(d) No taxation of any kind shall be levied on any obligatlon or security 
guarranteed by the Association (including any dividend or interest thefreon) by 
whomsoever held 

• 
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(i) which discriminates against such obligation or security solely 
because it is guaranteed by the Association; or 

(ii) if the sole jurisdictional basis for such taxation is the location of 
any office or place of business maintained by the Association . 

Section 10. Application of Article 
Each member shall take such action as is necessary in its own territories for 

the purpose of making effective: in terms of its own law the principles set forth 
in this Article and shall inform the Association of the detailed action which it has 
taken. 

ARTICLE IX 

Amendments 

(a) Any proposal to introduce modifications in this Agreement, whether 
emanating from a member, a Governor or the Executive Directors, shall be 
communicated to the Chairman of the Board of Governors who shall bring the 
proposal before the Board. If the proposed amendment is approved by the 
Board, the Association shall, by circular letter or telegram, ask all members 
whether they accept the proposed amendment. When three-fifths of the members, 
having four-fifths of the total voting power, have accepted the proposed amend-

• ments, the Association shall certify the fact by formal communication addressed 
to all members. 

• 

,. 

• 

• 

(b) Notwithstanding (a) above, acceptance by all members is required in 
the case of any amendment modifying 

(i) the right to withdraw from the Association provided in Article 
VII, Section 1; 

(ii) the right secured by Article III, Section 1 ( c) ; 
(iii) the limitation on liability provided in Article II, Section 3. 

( c) Amendmen~ shall enter into force for all members three months, after 
the date of the formal communication unless a shorter period is specified in the 
circular letter or telegram. 

ARTICLE X 

Interpretation and Arbitration 

(a) Any question of interpretation of the provisions of this Agreement 
arising between any member and the Association or between any members of ,the 
Association shall be submitted to the Executive Directors for their decision. If 
the question particularly affects any member of the Association not entitled to 
appoint an Executive Director of the Bank, it shall be entitled to representation 
in accordance with Article VI, Section 4 (g) . 

(b) In any case where the Executive Directors have given a decision under 
(a) above, any member may require that the question be referred to the Board 
of Governors, whose decision shall be final. Pending the result of the reference 
to the Board of Governors, the Association may, so far as it deems necessary, 
act on the basis of the decision of the Executive Directors. 
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( c) Whenever a disagreement arises between the Association and a country 
which has ceased to be a member, or between the Association and any member 
during the permanent suspension of the Association, such disagreement shall be 
submitted to arbitration by a tribunal of three arbitrators, one appointed by the 
Association, another by the country involved and an umpire who, unless the 
parties otherwise agree, shall be appointed by the President of the International 
Court of Justice or such other authority as may have been prescribed by regulation 
adopted by the Association. The umpire shall have full power to settle all 
questions of procedure in any case where the parties are in disagreement with 
respect thereto. 

Section 1. Entry into Force 

ARTICLE XI 
Final Provisions 

This A,greemeait shall enter into force when it has been signed on behalf of 
governments whose subscriptions comprise not le,ss than sixty-five per cent of the 
total subscriptions set forth in Schedule A and when the instruments referred to 
in Section 2 (a) of this Article have been deposited on their behalf, but in no 
evelllt shall thi/s Agreement enter into force betore September l.:>, 1Y60. 

Section 2. Signature 
(a) Each government on whose behalf this Agreement is signed shall deposit 

with ,the Bank an instrument sett:ng lorLh tlrnt it ha:s accepted tllis Agreement in 
accordance with its law and has taken all steps necessary to enable it to carry out 
all of its obligations under thj,s Agreement. 

(b) Each government shall become a member of the A,ssociation as from 
the date of tJ;ie deposit on its behalf of the instrument referred to in paragraph {a) 
above except that no government shall become a member bef.ore this Agreement 
enters into force under Section 1 of this Article. 

( c) This Agreement shall remain open for signature until the close of 
busineiss on December 31, 1960, at the principal office of the Bank, on behalf 
of the governments of the states whose names are set forth in Schedule A, pro­
vided that, if this Agreement shall not have entered into force by that date, the 
Executive Directors of the Bank may extend the period during which this Agree­
ment shall remain open for signature by not more than six months. 

(d) After this Agreement shall have eaitered into force, it shall be open for 
signature on behalf of the government of any state whose membership shall have 
been approved pursuant to Article II, Section 1 (b) . 

Section 3. Territorial Application 
By its signature of this Agreement, each govemmeait accepts it both on its 

own behalf and in respect of all territories for whQSe international relations such 
government is responsible except those which are excluded by such government 
by written notice to the Association. 

Section 4. Inauguration of the Association 
(a) As soon as this Agreement enters into force under Section 1 of this 

Article the President tShall call a meeting of the Executive Directors. 
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(b) The Association shall begin operations oo the date when such meeting 
is held. 

(c) Pending the first meeting of the Board of Governors, the Executive 
Directors may exercise all the powers of the Board of Governors except those 
reserved to the Board of Governors unde.r t'hiis Agreement. 

Section 5. Registration 
The Bank i$ authorised to register this Agreement with the Secretariat of 

the United Nations in accordance with Article 102 of the Charter of the United 
Nations and the Regulations thereunder adopted by the General Assembly. 
Done at Washington, in a single copy which shall remain deposited in the 
archives of the International Bank for Reco·nstruction and Development, which 
has indicated by its signature below its agreement to act as depository of this 
Agreement, to register this Agreement with the Secretariat of the United Nations 
and to notify all governments whose names are set forth in Schedule A of the 
date when this Agreement shall have entered into force under Article XI, Section 
I hereof. 

Australia 
Austria 
Belgium 
Canada 
Denmark 
Finland 
France 
Germany 
Italy 

SCHEDULE A - INITIAL SUBSCRIPTIONS 

(US $ Millions)* 

PART I 

20.18 Japan 
5.04 Luxembourg 

22· 70 Netherlands 
37·83 Norway 8.74 
3.83 Sweden 

52.96 Union of South Africa 
52.96 United Kingdom 
18.16 United States 

33.59 
1.01 

27.74 
6.72 

10.09 
10.09 

131.14 
320.29 

* In terms of United States dollars of the weight and fineness in 
effect on January 1, 1960. 

Afghanistan 
Argentina 
Bolivia 
Brazil 
Burma 
Ceylon 

PART U 

1.01 Chile 
18.83 China 

1.06 Colombia 
18.83 Costa Rica 
2.02 Cuba 
3.03 Dominican Republic 

3.53 
30.26 

3.53 
0.20 
4.71 
0.40 

763.07 
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Ecuador 
El Salvador 
Ethiopia 
Gh~na 
Greece 
Guatemala 
Haiti 
Honduras 
Iceland 
India 
Indonesia 
Iran 
Iraq 
Ireland 
Israel 
Jordan 
Korea 
Lebanon 
Libya 
Malaya 

0.65 Mexico 
0.30 Morocco 
0.50 Nicaragua 
2.36 Pakistan 
2.52 Panama 
0.40 Paraguay 
0.76 Peru 
0.30 Phil' . 
0 10 1ppmes 

40:35 Saudi-Arabia 
11.10 Spain 
4.54 Sudan 
0.76 fhailand 
3.03 Tunisia 
1.68 Turkey 
0.30 United Arab Republic 
1.26 Uruguay 
0.45 Venezuela 
1.01 Viet-Nam 
2.52 Yugoslavia 

8.74 
3.53 
0.30 

10.09 
0.02 
0.30 
1.77 
5.04 
3.70 

10.09 
1.01 
3.03 
1.51 
5.80 
6.03 
1.06 
7.06 
1.51 
4.04 

236.93 
Total 1000.00 

Passed by the National Assembly on the 6th September, 1966. 

M. B. HENRY, 
Acting Deputy Clerk of the National Assembly. 

Bill No. 2/1966. 
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